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EXECUTIVE SUMMARY 
 
Financial Management is essential in achieving good corporate 
governance, and underpins service quality, improvement, and 
accountability. It supports effective performance and the achievement of 
an organisation’s aims.  
 
Financial Planning is integral to an organisation’s strategic planning 
process.  
 
The Council has put in place a fully integrated financial strategy that 
seeks to ensure long-term financial stability, the achievement of value for 
money, and funding for priorities. This Financial Strategy updates the 
previous Strategy, which was approved by Council in February 2014. 
 
The focus of this Financial Strategy is on long term planning, and 
decision making for the future. Whilst the Strategy includes specific 
proposals for the 2015/16 revenue and capital budget, there should not 
be an over concentration on just one year’s budget. This Strategy seeks 
to avoid year on year budget setting, and use of short term/one off 
measures to balance the budget. It is a Strategy for the future, to ensure 
effective resource planning and the delivery of Corporate Objectives.    
 
The senior levels of the organisation will require an understanding of the 
collective responsibilities for the stewardship and use of resources to 
successfully deliver this Financial Strategy.  
 
The Financial Strategy seeks to achieve the following Objectives: - 
 
1. Budgets are prudent and sustainable in the long term, 
 
2. Financial plans recognise corporate priorities and objectives, 
 
3. Significant risks are identified, and factors to mitigate against 

those risks are identified, 
 
4. The Capital Programme is planned over a 10 year period, with 

“unsupported” borrowing minimised, other than where it is 
essential or where there are clear financial or economic 
benefits for the Renaissance of the Borough,  

 
5. Constraints on capital and revenue resources, including the 

uncertainties around future government funding, are 
recognised and taken into account, 

 
6. Council Tax increases will be kept below the Government’s 

expected upper level of increase, and the broad anticipated 
increase for future years will be set out within the financial 
plans, recognising that these increases may be subject to 
change.  
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7. Prudent levels of general balances, reserves and 

contingencies are maintained in the context of an 
assessment of the risks facing the Council, 

 
8. Value for money and achievement of improved efficiency and 

service delivery underpin the Financial Strategy, and the 
outcomes of investment made in priority areas are evaluated 

 
9. The Financial Strategy supports the achievement of 

excellence in financial management and Use of Resources. 
 
The Headline Proposals, included within the Financial Strategy, are as 
follows:- 
 
Revenue  
 

 A Council Tax requirement for 2015/16 of £7,654,826 (assuming a 
Council Tax Freeze)   

 The revenue budget projections contained within this Strategy 
assume that Council Tax levels will be frozen for the Borough 
Council element and that the Council will accept the government’s 
offer of a Council Tax freeze grant. There is also an option 
available to Members to increase Council Tax levels by 1.94%.  

 Proposed efficiencies/savings totalling £2,860,494 
 A balanced budget position with no reliance on contributions from 

the General Fund Reserve.  
 Additional mainstream budget provision for the following priority 

areas: £200k car parking income earmarked for the Sands 
Development, £278k to fund Leisure Village borrowing costs, £40k 
to fund income losses associated with the Futurist redevelopment, 
£50k additional contributions to the capital programme and £140k 
to fund borrowing costs on essential and aspirational capital, 
infrastructure and asset management schemes. 

 Additional one off funding of £40k in 2015/16 to provide 2 years 
funding for the Choices4Energy Programme, £15k for 
contributions to the Local Enterprise Partnership, £18k to provide 
funding for one-off events across the Borough, £40k to extend the 
Area Committee grant funding for one year and £36k grant to 
Create Arts Development Ltd.  

 That any business rates surpluses over and above those already 
included within base revenue budget (currently estimated at 
£330k) be earmarked to fund schemes within the Council’s 
Investment Management Plan.  
 

Capital 
 

 Proposed capital expenditure in 2015/16 as follows :- 
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o Vehicle and Equipment Replacement (£1.106 million 
vehicle replacement; £152k equipment replacement; £140k 
IT equipment replacement 

o Planned Infrastructure Works (£100k replacement lighting 
columns) 

o Statutory Requirements (£685k Disabled Facilities 
Grants) 

o Other (£2.8 million earmarked for priority schemes (funded 
from borrowing); £412k Eastside Action Plan) 

 
 The Capital Development Reserve shows an overdrawn balance 

of £674k over the 10 year period to 2025. There is an aim to 
reduce this overdrawn balance to at least £500k by 31 December 
2015.  
 

 The capital projections do not make any provision for capital 
receipts or for essential asset management or infrastructure 
works. Current estimates show unfunded asset management 
works totalling £7.677m and unfunded infrastructure works of 
£9.991m for the 5 year period to 2020.  
 

 The first call on available capital resources and future capital 
receipts will be the following priority schemes (in order of priority): 
 

1. Eskside Wharf infrastructure works 
2. Futurist Redevelopment 
3. Scarborough Spa asset management works 
4. Town Hall Civic asset management works 

 
 The following sources of funding are available to fund  these 

schemes 
 

o £735k in the Council’s Investment Management Plan 
o £2.8 million unallocated capital schemes funded from 

borrowing in 2015/16 (detailed above) 
o £261k monies previously earmarked to progress Eskside 

Wharf 
o Future capital receipts 
o Uncommitted 2014/15 year end underspend 

 
 In addition to the above priority schemes, up to £5 million will be 

required to fund Coast Protection schemes at Scarborough Spa 
and Whitby Piers in future years. Capital resources will not cover 
the required levels of expenditure needed in future years therefore 
the Council’s Medium Term Revenue Plan makes provision for 
growth of £100k per annum for the period from 2016/17 to 2019/20 
to provide funding for additional unsupported borrowing. 
 

Reserves 
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 Apart from the overdrawn balance on the Capital Development 
Reserve all other reserve ranges are deemed to be adequate 

 Expenditure of £405k will be funded from the insurance reserve to 
fund essential hard standing repairs to car parks, pavements and 
un-adopted roads across the Borough.  

 
Policies  
 

 Treasury Management Policy Statement 
 Prudential Indicators and Minimum Revenue Provision Policy 
 The Chief Finance Officers Statutory Statement, which Council are 

asked to note and endorse the comments contained within. 
 The Council’s Pay Policy Statement. 
 

This Financial Strategy represents how the Council plans its resources 
over the long term. The Strategy provides the base to enable the Council 
to move forward positively over coming years. However, a significant 
amount of ongoing work will be required to put the Strategy into action, 
and ensure resources are effectively managed and aligned with priorities.   
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1. PURPOSE AND SCOPE OF THE FINANCIAL STRATEGY 
 

The Financial Strategy sets out the overall shape of the Council’s budget by 
establishing how available resources will be allocated between services, 
reflecting Council and community priorities, and therefore providing a 
framework for the preparation of annual budgets.  
 
In particular it: 
 

 sets out the Council’s medium term financial aims and the measures to be 
taken to ensure they will be achieved; 

 sets out the Council’s approach to delivering improved services and value 
for money over the next few years; 

 describes the Council’s arrangements for developing the medium term 
financial plan, including: 
o The identification and prioritisation of spending needs; 
o The key financial influences on our medium term financial planning 

and the assumptions made in developing the plan; 
o The challenges and risks associated with the plan and how we will 

deal with them. 

 sets out the Council’s policy on reserves and balances. 

 identifies the resource issues and principles, which will shape the 
Council’s financial strategy and annual budgets.  

 
The Financial Strategy covers all revenue and capital spending plans 
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2. LINKS WITH LOCAL AND NATIONAL PRIORITIES 
 

The Council’s Corporate Plan sets out our vision, mission and key aims for 
the next five years and explains how it plans to achieve them.  We are 
committed to improving the quality of life in the Borough and this plan is 
designed to make sure that we are all working towards this goal, and that we 
achieve successful outcomes for the Borough. 
 
Our vision is: 
 

“to achieve the Renaissance of the North Yorkshire Coast by 
2020.” 
 
This is supported by our mission which is: 
 

“to be the best.” 
 
This will be achieved through our four key aims: 
 

Aim 1  Safe and Healthy 
Aim 2  Prosperous 
Aim 3  Inclusive and Vibrant 
Aim 4  Quality Environments 
 
Within each aim are a number of priorities, which have been chosen 
following consultation with the local communities. The top priorities are: 
 

 Safer Communities 

 Strong and Diverse Economy 

 Community Cohesion and Participation 

 Protecting Local and Global Environments 
 
The Council’s medium term financial planning is driven by these priorities.  
By integrating the development of the budget and financial plan with these 
priorities we seek to ensure that resources have been allocated to deliver 
the corporate priorities, in a robust and sustainable manner. 
 
The Financial Strategy also seeks to make links with national priorities. In 
considering any proposals for investment the links to national priorities are 
considered. 
 
By planning over a number of years the Financial Strategy aims to ensure 
that local and national priorities are delivered in the long term, and service 
improvement and realignment is planned in an effective manner.  



 

 

 

10 

3. THE COUNCIL’S REVENUE PLAN 
 
3.1 REVENUE PLAN 2015-2020 
 

The Council maintains a 5 year revenue plan, which sets out the 
Council’s resources and spending plans over that period. The revenue 
plan is updated continuously throughout the year to ensure that the 
forward projections accurately reflect up to date assumptions and the 
information available at that time. 
  
The medium term revenue plan is based on an analysis of the key 
influences on the Council’s financial position and an assessment of the 
main financial risks facing the Council.  
 
The graph below shows the forecast “standstill” budget and estimated 
resource availability for the next four years based on current revenue 
plan projections.  
 

 

The reason for the “gap” in funding is summarised in the table below 

 
Budget Variations 2016/17 2017/18 2018/19 2019/20 
Anticipated £000 £000 £000 £000 
          

Pay and Price Inflation 700 700 700 700 
Corporate 
Commitments 

446 824 668 660 

Contingency Sum 300 300 300 300 
(Increase)  / Decrease 
in Financing 

946 598 312 306 

          

The Funding Gap 2,391 2,422 1,980 1,966 

       
Bridging the Gap     
Savings identified - - - - 

12

13

14

15

16

17

2016/17 2017/18 2018/19 2019/20

£
m

 

Revenue Plan 2016 - 2020 

Available Resources

Resources Required
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Savings to be identified (2,391) (2,422) (1,980) (1,966) 

      

Total (2,391) (2,422) (1,980) (1,966) 

 
Contingency sums are dependent on achieving the level of savings 
shown. The level of savings required to bridge the funding gap will 
increase if cost pressures exceed the contingency sum.   

 
3.2 REVENUE PLAN ASSUMPTIONS 
 

The financial forecast is based on the following key factors and 
assumptions: 
 
External Funding – Finance Settlement 
 
The Council receives external support from Central Government through 
the distribution of resources within the Local Government Finance 
Settlement. The distribution is made in accordance to authorities’ relative 
needs with a mechanism for protection against detrimental changes in 
grant allocations. The retention of a proportion of business rate income 
now forms an important part of the Council’s core funding.    
 
Cuts in local government funding have formed an integral part of the 
coalition government’s deficit reduction programme and the table below 
sets out the reductions in the Borough Council’s core grant funding over 
the period from 2010/11 to 2015/16. 
 
Reductions in Local Government Finance Settlement Funding 

 

 

LGFS 
FUNDING 

£’000 

CASH 
REDUCTION 

£’000 
% 

REDUCTION 

2010/11 12,388   

2011/12 10,862 1,526 12.4% 

2012/13 9,937 925 8.6% 

2013/14 9,551 386  3.9% 

2014/15 8,265 1,286 13.59% 

2015/16 6,975 1,290 15.6% 

        

REDUCTION    5,413 43.7% 
* Figures have been adjusted to allow like for like comparisons between years  

The table shows that the Council will receive £5.413m less funding to 
run its services in 2015/16 than it did in 2010/11. This represents a 44% 
cut in annual funding. The Council’s financial projections assume that 
substantial cuts in core local government finance funding will continue to 
be applied in periods beyond 2015/16.  
 
Council Tax   
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In accordance with Objective 6 of this financial strategy, the plan makes 
a clear assumption that future Council Tax increases will be restricted to 
below Government upper limits.  
 
The Localism Act includes the powers to allow local residents to veto 
excessive council tax rises and in 2012/13 year the Government 
introduced arrangements for council tax referendums where an authority 
sets a Council Tax which exceeds principles endorsed by Parliament 
(i.e. is “excessive”).  
 
The Government’s Autumn Statement set out the intention that 
authorities outside London would be required to seek the approval of 
their local electorate in a referendum if they set Council Tax increases 
that exceed 2% (2% in 2014/15).  
 
The Council’s revenue budget proposals make provision for members to 
consider freezing Council Tax in 2015/16 or increase Council Tax by 
1.94%. The Council’s current revenue projections assume that Council 
Tax levels will be frozen in 2015/16 and levels will be increased by 2% 
per annum thereafter.  
 
Council Tax Freeze Grants 
 
Since 2011/12 the Government has awarded grants to those Council’s 
that opted to freeze or reduce their Council Tax levels. The Borough 
Council has elected to freeze its Council Tax at 2010/11 levels in each 
financial year since the initial grant announcements and has accept the 
associated Council Tax Freeze grant up to and including the 2014/15 
year.  
 
The original freeze grant announcements stated that grants were for a 
fixed number of years and would not be included in a council’s baseline 
funding levels. The Council’s medium term financial projections 
historically made provision for the loss of grant funding in the relevant 
year. The government has subsequently announced however that the 
funding in respect of the 2011/12, 2013/14 and 2014/15 freeze grant will 
continue to be provided to local authorities as part of their settlement 
grant in 2014/15 and beyond.    
 
This suggests that by accepting the freeze grants in those years the 
Council has benefited from a long term source of funding from Central 
Government rather than the one-off grants that were originally 
anticipated. It is likely however that this source of funding will be subject 
to future funding cuts therefore is not as certain as the baseline income 
that could have been generated from Council Tax increases.   
 
The freeze grant proposed for 2015/16 is equivalent to a 1% increase in 
Council Tax and will be paid to those authorities that choose to freeze 
their Council Tax levels in 2015/16. The government has indicated that 
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this funding will be rolled into the Council’s baseline settlement funding 
in future years.  
 
The Council’s revenue projections currently assume that the 2015/16 
freeze grant will be included in future year spending review baselines. If 
this is not subsequently agreed, and the Council accepts the freeze 
grant in 2015/16, the Council’s funding gap in future years will increase 
by £90k per annum.     
 
If a freeze grant is accepted in 2015/16, this will be the fifth consecutive 
year of Council Tax freezes for this Council.     
 
Inflation rates and pay increases 
 
The medium term plan makes provision for inflation and pay awards as 
follows: 
 
Inflation: a composite rate of 0% has been used for non-salary 
expenditure budgets with a corporate contingency of £200k in 2015/16 
and £200k per annum thereafter to fund unavoidable cost increases.  
 
Pay awards: the pay award for 2015/16 has already been finalised 
therefore the budget makes provision for the amounts agreed. An 
estimated pay award of 2% per annum is included for future years.   
 
Interest Rates 
 
The Council has borrowed to fund capital investment in previous years 
and provision has been made in the plan to fund the ongoing borrowing 
costs and repayments. In addition the Council has recently approved 
new borrowing to fund the Leisure Village wet facilities and the Water 
Park at the Sands Development; and this Strategy recommends that 
borrowing be increased by a further £2.8 million to progress essential 
priority capital schemes.  
 
The budget makes provision of 2.5% for the interest payable on the 
Leisure Village and the borrowing for priority schemes. This borrowing 
has not yet been taken out as the monies are not required at this stage; 
therefore there is a risk that in the meantime interest rates could 
increase beyond the 2.5% allowance. Interest rates will be closely 
monitored and there may be a requirement to borrow monies earlier than 
they are needed in order to minimise interest payable over the duration 
of the loan.  
 
The costs of the Water Park borrowing will be funded from car parking 
income at Northstead, which has been earmarked for this purpose, and 
rental income generated from the facility once it has been constructed. If 
these income sources are maintained in line with expectation these 
monies will adequately cover any interest costs and repayments due on 
the borrowing.   
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The Council has significant levels of surplus cash balances at periods 
throughout the year, which it invests for short periods to earn interest. 
These cash balances represent unspent reserves held such as the 
Insurance Fund and unspent capital receipts. 
 
The council employs treasury management consultants to review its 
debt and investment portfolio. These consultants work with officers in 
order to manage the portfolio in order to maximise interest receivable 
and minimise borrowing costs on a medium to long term basis.  
 
The ongoing effect of existing policies, priorities and economic 
conditions 
 
The ongoing effects of current policies, priorities and economic 
conditions are included in the plan. The budget makes provision for 
reductions in the level of benefits admin grant and revenue support 
grant, and includes a contingency budget to offset any unforeseen 
income shortfalls or cost pressures that may arise during the year.   

 

Risks, Contingencies and Balances 
 

The plan assumes provision for additional growth/contingency as 
follows:- 
 
o 2015/16 – £200k (earmarked to offset costs associated with 

unavoidable inflationary costs) 
o 2016/17 - £200k inflation plus £300k for other budget pressures 
o 2017/18 - £200k inflation plus £300k for other budget pressures 
o 2018/19 - £200k inflation plus £300k for other budget pressures 
o 2019/20 - £200k inflation plus £300k for other budget pressures 
 
There are significant risks inherent in the Medium Term Plan for the 
reasons summarised above and exemplified in the section below. A 
number of key items in the plan cannot be estimated with accuracy and 
the figures in the plan assume that significant savings will be made. In 
this situation it is essential to maintain sufficient balances, not only to 
deal with unforeseen events but also to cover the potential risk of not 
achieving the savings required.  

 
Savings Targets 
 
The revenue plan highlights the need for significant efficiency savings in 
order to ensure that priority and front line services continue to be 
delivered. Achievement of these targets will be difficult, and therefore the 
process needs to be seen as an ongoing one, rather than an annual stop 
start process.  
 
The Financial Plan includes efficiency and savings proposals totalling 
£2.860m in 2015/2016. The revenue projections already show an 
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additional funding gap of £2.391m for 2016/17 and this level will 
increase further if additional cost pressures arise. This is the minimum 
level of savings that are acceptable if the Council’s financial objectives 
for the medium term are to be met.  
 
It is the Council’s aspiration to develop a medium term balanced budget 
which sets out savings proposals for multiple years and work needs to 
take place to consider the options available to balance future year 
budgets. A mid-year budget report for the 2016/17 year, which will aim 
to set out savings options and budget proposals, will be presented to 
Members in July 2015.   

 
The achievement of efficiency savings will continue to be a priority for 
the Council and it is recognised that to achieve such a large scale of 
transformation senior management will need to look closely at all areas 
of potential efficiency including partnership working, procurement, trusts 
and streamlining back office duties. Significant efficiencies have been 
delivered in recent years and it is recognised that efficiencies alone will 
not be sufficient to bridge the funding gap in future year’s budgets. It is 
highly likely that members will be required to prioritise services and 
make difficult decisions in regards to service cuts in forthcoming years.  
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3.3 REVENUE BUDGET SUMMARY FOR 2014/15 AND 2015/16  
 

The Councils current revenue spending and funding and proposed 
revenue spending and funding for 2015/16 is summarised below: 

 
2014 / 2015 Revised 

Estimate 
Cost of Borough Services 2015 / 2016 Estimate 

Gross 
Expenditure 

£ 

Net 
Expenditure 

£ 

 
Service Area 

Gross 
Expenditure 

£ 

Net 
Expenditure 

£ 

     
6,093,064 3,409,113 Deputy Chief Executive 4,237,141 3,342,658 

47,007,870 1,438,975 Director of Business Support 46,296,501 993,434 

2,264,681 1,930,411 
Director of Democratic and 
Legal Services 2,423,134 2,069,290 

25,920,097 8,440,069 Director of Service Delivery 25,085,374 8,194,427 
1,050,429 98,059 Whitby Harbour Board 1,077,593 177,829 
6,975,030 2,096,316 Corporate 7,054,920 9,169 

       

89,311,172 17,412,942 Budget Requirement 86,174,663 14,786,806 

     

 2014/15 
£ 

Financing 
 

2015/16 
£ 

 

 4,359,420 Revenue Support Grant 3,084,785  
  

6,880 
Council Tax Collection Fund 
Surplus 

 
136,383 

 

 
5,130,762 Retained Business Rates 

Income (net of levies) 
5,145,329 

 
 
 

  
46,568 

Grant to compensate 
Business Rates RPI caps 

 
57,247 

 

  
285,342 

Business Rates Collection 
Fund Surplus / (Deficit) 

 
(1,291,764) 

 

 9,828,972  7,131,980  

     

 7,583,970 Council Tax Requirement 7,654,826  

 
The detailed proposals for the 2015/16 revenue budget are set out in 
Appendix A and further breakdowns of the revenue budgets are 
provided in Appendix I.  
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4. THE COUNCIL’S CAPITAL PLAN 
 

4.1 THE CAPITAL STRATEGY 
 
The Council’s corporate strategy has an overarching vision to ‘be the best’. 
 
The Capital Strategy is the key vehicle for developing long term change to 
deliver the key priorities and corporate objectives. It meets this challenge by 
setting out the mechanism for delivering structural change and matching 
available resources to priority investment.  It does this by addressing the key 
issues of: 

 
a)   prioritisation in line with the key priorities and corporate aims 
 
b) engagement with partners of the community  
 
c) affordability of funding 
 
d) integration of capital and revenue decision-making 
 
e) framework for managing and monitoring  
 
f) the consideration of VAT partial exemption limits resulting from proposed 

capital expenditure  
 

a)   Prioritisation methodology  
 
Capital resources are not sufficient to cover all of the Council’s capital 
requirements and aspirations therefore schemes must be prioritised to ensure 
that available resources are allocated in the context of the Council’s priority 
needs. This prioritisation must be applied to all proposals, regardless of the 
source of funding, prior to any decision being made to apply for external capital 
support such as grant funding, so that the Council can ensure that schemes 
form part of an overall capital investment strategy. 
 
The Council’s Senior Management Team and Corporate and Finance Strategy 
Group are actively involved in capital decisions. 
 

b)  Engagement with partners of the community 
 
The Council is committed to seeking out innovative partnership and funding 
opportunities in order to deliver the capital strategy and achieve best value.  
 
The Council has worked closely with funding partners (particularly Groundwork, 
Government Office, and private developers) to deliver recent projects. Future 
projects will continue to be developed through partnership working. The 
Council recognises the importance of increased community engagement and 
participation as fundamental to the quality of public services and the health of 
community life. The Council will therefore seek to develop projects with the full 
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involvement of local communities and ensure appropriate consultation prior to 
scheme approval.  
 

c)   Affordability of funding and financing the Capital Programme for the 
Future 
 
Resources to fund capital spending are provided from central government in 
the form of specific grants; as well as Council resources in the form of capital 
receipts, contributions from the revenue budget, contributions from reserves, 
and unsupported borrowing. In addition other external grants and contributions 
are sought.  
 
Controlling the level of resource availability and ensuring the Council does not 
over commit resources or incur expensive borrowing are crucial factors in the 
Council’s financial plans therefore the Capital Development Reserve and 
Investment Management Plan were established to achieve these priorities and 
serve as the principle sources of capital funding. 
 
The Council can only generate more capital resources from increasing its 
amount of capital receipts or the level of unsupported borrowing.  
 
Capital Development Reserve 
 
The Capital Development Reserve identifies the capital funding available to the 
Council to progress planned equipment and infrastructure replacement 
programmes, asset management works and statutory requirements such as the 
provision of disabled facilities grant funding. The Reserve aims to matches 
resources to investment over a 10 year period, ensuring that resources are not 
over committed, and provides a mechanism by which essential and statutory 
capital spending is controlled. This ensures that the implications of capital 
spending in terms of the revenue impact are planned and minimised. 
 
Appendix B provides further detail on the projected resources available within 
the Capital Development Reserve and the proposed use of those resources.  

 
Investment Management Plan (IMP) 

 
In addition to the ongoing annual capital requirements, and despite the funding 
constraints that local government authorities face, the Council has aspirations 
to deliver an ambitious IMP alongside its existing capital programme.  
 

 
The key aim of the IMP is to focus on making continuous well balanced 
investments in order to improve and change the face of the Borough; with a 
clear focus upon economic regeneration, business rates growth, employment 
and new homes. It is recognised that the limited capital resources available to 
the Council need to be prioritised effectively to ensure that schemes delivering 
regeneration opportunities are not progressed to the detriment of essential 
schemes such as sheet piling works and health and safety improvements.     
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The IMP will complement the wider capital plan, however schemes included 
within the plan could impact on future year revenue budgets therefore careful 
consideration is required to ensure that resources are not over committed.  

 
Appendix B provides further detail on the projected resources available within 
the Investment Management Plan and the proposed use of those resources.  
 
Capital Contingency Reserve 
 
In addition to the Capital Development Reserve and Investment Management 
Plan the Council maintains a Capital Contingency Reserve. This Reserve 
provides contingency funding for potential additional costs / overspends that 
arise on the existing capital programme.  

 
The Council has determined that a minimum of £500k should be retained in this 
Reserve to provide adequate contingency against unforseen capital costs. The 
uncommitted balance as at 1 April 2015 is projected to be £500k and a further 
£100k will be contributed to the reserve in 2015/16.  

 
(d)  Integration of Capital and Revenue Decision-Making 

 
The Prudential Code 

 
Under the Prudential Regime, which has operated since April 2004, the Council 
has the responsibility to demonstrate that its capital investment programme is 
affordable, prudent and sustainable. The Prudential Code requires that this is 
done by calculating specific indicators for capital expenditure and financing and 
by setting borrowing limits. The indicators and borrowing limits for the current 
and next two years are set out at Appendix E.  
 
The Council has historically mitigated the risk of unaffordable borrowing by 
establishing the Capital Development Reserve, in order to match resources 
and expenditure over a 10 year period and avoid the extension of borrowing 
over the medium term. 
 
As current economic conditions have led to low interest rates and limited 
capital receipts, options for borrowing have been utilised in recent years to 
continue the Regeneration of the Borough, and more recently to progress a 
number of Investment Management Plan scheme and essential asset 
management and infrastructure works.  
 
Any future borrowing will be minimised and will only be progressed where it can 
be demonstrated as being affordable and sustainable.  
 
Revenue Implications 
 
The revenue implications of funding the capital programme are the loss of 
interest receivable from the use of internal balances or repayment of principal, 
and increases in interest payable on additional external borrowing. 
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The Capital Strategy aims to restrict borrowing unless it can be demonstrated 
as being affordable and hence limits the impact on future revenue budgets.  
 
The revenue implications of utilising unsupported borrowing to progress a 
number of IMP schemes (e.g. the Water Park and Leisure Village) were 
factored into the decision making process for those schemes; however it does 
need to be recognised that those decisions do increase the Council’s exposure 
to budgetary risk in future years. 
    
It is recommended that the Council can use borrowing to fund capital 
investment as follows:  
 
 to the level of ‘supported borrowing’ allocations 
 
 to fund Invest to Save schemes, based upon sound business 

cases/risk assessment. To assist in this process an Invest to Save 
Strategy is set out in Appendix C. This sets out basic principles that 
underpin the use of borrowing for Invest to Save purposes and the 
approval process to be followed. 

 
 to fund schemes that deliver clear economic benefits where it can be 

demonstrated that the borrowing is affordable  
 

 to fund essential works where it can be demonstrated that the 
borrowing is affordable 

 
All borrowing must be in accordance with the Prudential Code and Treasury 
Management Policy 

 
(e)  Framework for Managing and Monitoring the Capital Programme 

 
The Section 151 Officer has overall responsibility for the preparation and 
monitoring of the Council’s capital programme and for reporting the outcome to 
Cabinet. The process involves: 

 
o Reviewing the capital programme at least annually.  
o Reviewing the current and estimated future availability of external 

funding and other opportunities for obtaining or bidding for additional 
capital resources. 

o Reviewing the current and estimated future funding requirements for 
essential and statutory requirements. 

o Preparing the Council’s capital programme, strategy and consultation 
process. 

o Monitoring progress in achieving the capital programme objectives. 
o Reviewing and monitoring the Council’s capital resources and asset 

disposal programme. 
 

Quarterly monitoring reports on the capital programme and prudential 
indicators are submitted to Cabinet, the last of which comprises the end of year 
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outturn. The financial regulations set out a requirement for regular reporting to 
members for all schemes above £250,000.  

(f)  VAT – Partial Exemption 

 
VAT partial exemption regulations allows Councils to reclaim VAT on exempt 
activities in full as long as the amount is within 5% of the total reclaimable VAT 
(Input Tax).    
 
It was identified at the time of selling the Council Houses to Yorkshire Coast 
Homes that the loss of Input Tax from the expenditure on the Housing Revenue 
Account would have potential implications in relation to the exempt 5% vat 
threshold.  Although the limit has not been breached to date, the Council is 
expected to exceed the 5% threshold in 2014/15.  This is due to the installation 
of some mercury abatement equipment at the crematorium.  The installation of 
this equipment is statutory and the HMRC policy team have confirmed to the 
Council that a breach in 2014/15 would be treated as ‘occasional / 
insignificant’.  As part of this agreement with HMRC the Council must ensure 
that the rolling average rate over a seven year period (where 2014/15 is year 4) 
is not in excess of 5%.  Current projections suggest that this limit will not be 
exceeded. 
 
The partial exemption calculation is materially affected by the level and types of 
capital expenditure incurred in any one year.  If capital expenditure is not 
undertaken when expected (ie it is delayed into future years), the level of input 
tax will reduce and this could cause the Council to breach the 5% limit.  
Similarly if unplanned capital works are carried out on items that generate 
exempt income this could also cause the limit to be breached. 
 
The estimate for the Council’s partial exemption % in 2015/16, based on the 
budgetary levels and capital expenditure set out in this report, is 2.61% 
however slippage on capital schemes (both from 2014/15 into 2015/16 or from 
2015/16 into 2016/17) could significantly affect this figure. 
 
The table below outlines the make up of this calculation: 

 
Venue 2015 / 16 Budget 

  Value (£) % 

Revenue – Estimated Input Tax attributable to 
exempt activities    

Filey Community Centre and TIC 8,781 66 

Indoor Bowls Centre 300 100 

Scarborough Market 4,602 98 

Scarborough Indoor Pool 13,132 48 

Scarborough Harbour (inc Coble Landing) 11,679 37 

Whitby Leisure Centre 11,379 28 

Scarborough Sports Centre 2,937 21 

Pindar Leisure Centre 0 0 

Crematorium 13,563 92 

Falsgrave Community Resource Centre 3,845 100 

Whitby Harbour 6,911 10 



 

 

 

22 

    

Total  77,130   

Capital – Estimated Input Tax attributable to 
exempt activities    

VPE Replacement 5,032 2 

IT Replacement Fund 560 2 
     

Total  5,592   

Input Tax    

Total Estimated Input Tax 3,170,000   
5% of Estimated Input Tax (i.e partial exemption 
threshold) 158,500   
      

Summary of VAT attributable to exempt 
activities    

Revenue Projected 77,130   

Capital Projected 5,592   

     

Total VAT attributable to Exempt Activities 82,722   

     

Estimated Partial Exemption % 2.61  
      

 
Reduced levels of Capital Expenditure 
 
The Financial Strategy outlines capital expenditure next year of £6.254m, 
(excluding expenditure associated with the Investment Management Plan).  It is 
assumed in the above calculation that this will increase the Council’s input tax 
by £1.25m. 
 
Should no capital expenditure be incurred next year then the estimate for the 
Council’s partial exemption % in 2015/16 would increase to 4.01%. 
 
Investment Management Plan (IMP) Expenditure 
 
The schemes included within the IMP have not been included within the above 
analysis since the phasing of the costs between financial years is currently 
uncertain. Inclusion of these schemes would increase the Council’s level of 
Input Tax in year and therefore increase the Council’s Partial Exemption 
threshold and will not have a detrimental effect on the limits.  
 
Where it is envisaged that the Council will receive rental income from any 
assets constructed under IMP schemes the Council will opt to tax the land. This 
will ensure that income derived from the schemes is not classed as exempt for 
VAT purposes, and the expenditure associated with the scheme does not need 
to be included in the Council’s partial exemption calculation.  
 
All future capital schemes will be assessed to identify how they will impact on 
the Council’s partial exemption VAT position. 
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4.2 THE CAPITAL PROGRAMME 2013/14 TO 2023/24 
 

The following table summarises the total expenditure included in the 
capital programme and the Council’s investment in the Borough.   
 

Capital Expenditure 
 2014/15 

£000 
2015/16 

£000 
2016/17 

£000 
2017 -
2025 
£000 

Total 
£000 

      
Asset Management 569 85 88 223 965 
Vehicle Plant and Equipment 1,131 1,258 1,347 9,590 13,326 
Coast Protection 397 61 - - 458 
Information Technology 1,125 140 189 1,512 2,966 
Statutory Requirements 637 685 637 5,096 7,055 
Other 4,368 3,682 2,000 5,400 15,450 

Total Expenditure 8,227 5,911 4,261 21,821 40,220 

Financed From: 
Grants and Contributions 

 
(2,774) 

 
(985) 

 
(937) 

 
(5,396) 

 
(10,092) 

Net Cost to Council 5,453 4,926 3,324 16,425 30,128 

 

Revenue Spending from Capital Resources 
 

 2014/15 
£000 

2015/16 
£000 

2016/17 
£000 

2017 -
2025 
£000 

Total 
£000 

      
Coast Protection 4,716 343 - - 5,059 
Other 205 - - - 205 

Total Expenditure 4,921 343 - - 5,264 

Financed from: 
Grants and Contributions 

 
(4,130) 

 
(343) 

 
- 

 
- 

 
(4,473) 

Net Cost to the Council 791 - - - 791 

      

Investment Management Plan      

 2014/15 
£000 

2015/16 
£000 

2016/17 
£000 

2017 -
2025 
£000 

Total 
£000 

Total Expenditure 1,582 32,436 - - 34,018 

Grants & Contributions (772) (8,406) - - (9,178) 

Net Costs to the Council 810 24,030 - - 24,840 

 
Summary 
 

     

 2014/15 
£000 

2015/16 
£000 

2016/17 
£000 

2017-
2025 
£000 

Total 
£000 

Total Expenditure in Capital 
Programme 

14,730 38,690 4,261 21,821 79,502 

Total Financing from Grants and 
Contributions 

(7,676) (9,734) (937) (5,396) (23,743) 

Total Council Investment 7,054 28,956 3,324 16,425 55,759 
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Further details of the expenditure and financing, on a scheme-by-scheme 
basis, are provided of the capital programme within Appendix ‘G’ 
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5. RISK ASSESSMENT AND ISSUES AFFECTING THE 
FINANCIAL STRATEGY 

 
There are a number of challenges and risks that the Council faces which 
will have implications for the Council’s financial position in the medium 
term. This assessment of risk is an essential element of the budget 
process; it is used to inform decisions about the appropriate levels of 
contingencies and reserves that may be required and to indicate priorities 
for financial monitoring. 
 
The key risks identified for 2015/16 and in the medium term are listed in 
Appendix H, together with comments on how they will be managed and a 
sensitivity analysis showing the potential impact. 
 
The following budgetary issues have been identified in the current year, 
which have not been addressed in the 2015/16 budget but may recur.  
 
 Tourist Information Centre income 
 Vehicle repair and fuel costs 
 Open Air Theatre running costs 
 
These areas will be carefully monitored in 2015/16 to ensure that, where 
possible, they do not recur.    
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6. THE COUNCILS FINANCIAL OBJECTIVES AND HOW 
THEY WILL BE ACHIEVED 

 
The Financial Strategy is designed to maintain financial stability and, as 
far as possible, avoid the need for large unplanned increases in Council 
Tax and unaffordable borrowing, whilst ensuring we have sufficient 
resources to achieve the corporate aims and priorities. To this end, it is 
proposed that the Medium Term Financial Strategy should ensure the 
following specific objectives.  
 
Objective 1 - Budgets are Prudent and Sustainable in the Long Term  
 
This seeks to ensure that budgets recognise real cost pressures, and 
that no over reliance is placed upon any one off savings, and/or use of 
one off reserves. 
 
This will be achieved by ensuring:- 
 

 adequate provision is made for inflation pressures, current economic 
conditions, pay awards, and new legislation  

 the revenue budget is not supported by one off savings, or any 
unsustainable / unplanned use of reserves 

 effective budget monitoring to ensure early identification of issues and 
action planning 

 
Objective 2 – Financial Plans Recognise Corporate Priorities and 
Objectives 
 
This seeks to ensure that financial plans link with corporate planning and 
priorities, and that there is provision within the Financial Strategy for 
growth/development funding on an ongoing basis.   
 
This will be achieved by ensuring:- 
 

 additional investment links to corporate priorities 

 long term vision and objectives are considered within the report 

 provision within financial planning figures for growth and contingency 
amounts based upon perceived risk, 

 
Objective 3 - Significant risks, and factors to mitigate those risks, 
are identified 
 
Risk Management is crucial in long term planning, and it is essential that 
the Financial Strategy clearly identifies the associated risks. This is 
supported by an embedded risk management culture within the 
organisation.  

This will be achieved by:- 
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 risk management being embedded in corporate and service planning 

 financial risks being specifically considered on an ongoing basis, and 
specifically reflected within the Financial Strategy 

 targeting high risk areas when setting budgets and monitoring these 
areas closely throughout the year  

 the establishment of contingency budgets in the revenue budget   
 
Objective 4 - The Capital Programme is planned over a 10 year 
period, with “Unsupported” Borrowing minimised, other than where 
it is essential or where there are clear financial or economic 
benefits for the Renaissance of the Borough;  
 
This seeks to ensure that unsupported borrowing is minimised, thereby 
ensuring the capital programme is prudent and sustainable, and does not 
lead to unaffordable revenue implications. 
 
This will be achieved by ensuring: - 
 

 the development of a 10 year capital programme 

 the establishment of a Capital Development Fund which matches 
resources and expenditure over a 10 year period 

 the use of unsupported borrowing only on an invest to save basis or 
where clear economic benefits can be demonstrated.  

 where schemes demonstrating economic rather than financial 
benefits are funded by unsupported borrowing the associated 
revenue costs will be reported, considered and approved by Council, 
to ensure that they are affordable 

 the prioritisation of capital schemes  

 an adoption of an Invest to Save Strategy 

 contingency funding is included within capital schemes 

 the establishment of the capital contingency reserve  

 a corporate approach to external funding opportunities 
 
Objective 5 - Constraints on capital and revenue resources, 
including the uncertainties around future government funding, are 
recognised and taken into account; 
 
It is important that the Financial Strategy is realistic and that there is a 
corporate awareness of the constraints on Council funding.  

This will be achieved by ensuring:- 

 

 specific reference within the Financial Strategy of constraints, and 
current issues 

 regular reporting to Cabinet on local government finance issues 

 awareness of the financial position within the organisation through an 
effective communication strategy 
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Objective 6 - Council Tax increases will be kept below the 
Government’s expected upper level of increase, and the broad 
anticipated increase for future years will be set out within the 
Financial Plans, recognising that these increases may be subject to 
change.  
 
The Government may in the future require authorities to set out planned 
Council Tax increases for the next three years. It is important in 
developing the financial plan that an assumed Council Tax increase is 
included, ensuring that financial plans do not place over-reliance upon 
excessive Council Tax increases. 
 
This will be achieved by ensuring:- 
 

 that financial plans take account of this level of Council Tax increase, 
Government expectations on Council Tax increases, and in particular 
that savings targets reflect the likely levels of council tax 

 
Objective 7 - Prudent levels of general balances, reserves and 
contingencies are maintained in the context of an assessment of 
the risks facing the Council. 
 
It is important to strike a balance between maintaining adequate reserves 
and contingencies and delivering priorities and achievement of value for 
money.  
 
This will be achieved by ensuring:-  
 

 an annual review of reserves, linked to corporate priorities and 
treasury management implications 

 that adequate levels of capital reserves are maintained. In view of the 
significant risks facing the Council in terms of the delivery of a major 
efficiency improvement programme and capital programme it is 
essential that minimum levels of reserves are maintained. 

  
Objective 8 - Value for money and achievement of improved 
efficiency and service delivery underpin the Financial Strategy, and 
the outcomes of investment made in priority areas are evaluated  
 
Value for money should be at the heart of everything the Council does, 
and the pursuit of improved efficiency and performance needs to be 
established as an ongoing underlying principle. It is important that the 
Council monitors how effective its investment in priority areas has been 
in order to evidence Value for Money.  

This is being achieved through:-  

 

 embedded finance and performance reporting to Members 

 an ongoing efficiency programme 
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Objective 9 - The Financial Strategy supports the achievement of 
excellence in financial management 
 
A Financial Plan in isolation will achieve little. It needs to be supported 
by:- 

 effective financial governance arrangements 

 financial management that supports performance 

 effective monitoring arrangements 

 effective financial reporting 
 
This will be achieved by:- 

 continuing to develop the financial culture within the Council 

 financial reporting and documentation based upon stakeholder needs 

 improved financial systems  

 Training and Development  – finance/non finance 

 Integration of financial and non financial performance measures 
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7. THE BUDGET PROCESS 
 
The Financial Strategy comprises a 5-year revenue plan and a 10-year 
capital plan.  
 
The plans will be reviewed annually and rolled forward by a year. The 
process, from the start of the review of the financial plans through to the 
approval and allocation of budgets, spans the whole year. An outline 
budget timetable is set out below.  
 

The Budget Process 
           
 
 
 
 
 
 
 
           
 

 
    

 
 
   

 

 
 
 
 
 
 
 
          
        
 

 
      

 
 
 

MARCH - APRIL 

 Forward plan for year 

 Integrate timetable with 
corporate planning 

 Update projections 

 Review of process 

 Key financial reporting 
documents published 

MAY - JUNE 

 Confirm efficiency 
targets for next three 
years 

 Guidance to 
managers 

 Review Final 
Accounts 

 Senior Management 
Team and Members 
submit  priorities / 
bids / commitments – 
linking to priorities 

JULY - AUGUST 

 Cabinet report re 
outturn (July) 

 Priorities/Commitmen
ts assessed 

 Efficiency proposals  
identified and 
developed  

 Mid year budget 
report to Cabinet 

 

JAN - FEB 

 Update MTFP 

 Sign off by heads of 
service 

 Council tax setting 

 New capital schemes 

 Cabinet report (Jan) 

 Cabinet report (Feb) 

 Council report (Feb) 

ONGOING 

 Regular monitoring 
information 
 

 Budget Strategy 
considered by Senior 
Management Team 

 

 Identification of 
savings proposals 

 

 Reports to 
CSFG/Cabinet 

 

 Communication 
strategy to staff 

 

 Performance 
Monitoring reports  

 

 Audit Committee – risk 
management  

 

NOV - DEC 

 Finance settlement 

 Consultation 

 Review service risks 

 Review priorities – local 
and national 

 Detailed budget 
preparation 

 Member presentations 

SEPT - OCTOBER 

 Efficiency proposals 
reviewed and 
finalised 

 Review reserves 

 Review investment in 
priorities / 
commitments  

 Determine 
consultation methods 

 Score funding bids 
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8. BALANCES AND RESERVES 
 
The Local Government Act 2003 places a specific duty on the Chief 
Finance Officer, i.e. the Section 151 Officer (Director of Business 
Support), to make a report to the authority when it is considering its 
budget and the level of the Council Tax. This report must deal with the 
robustness of the estimates and the adequacy of reserves allowed for in 
the budget proposals. The Council must have regard to this report in 
making their decisions. 
 
The Council also has a fiduciary duty to local taxpayers and the Section 
151 Officer must be satisfied that the decisions taken on the level of 
balances and reserves represent the proper stewardship of funds. 
 
In assessing the adequacy of the contingencies, balances and reserves, 
the Section 151 Officer takes account of the key financial assumptions 
underpinning the budget, together with an assessment of the Council’s 
financial management arrangements. This assessment will include a 
review of past performance and external influences on the financial plan, 
and full consideration of the risks and uncertainties associated with the 
plan, their likelihood and potential impact. 
 
The Council’s policy is to maintain its contingencies, balances and 
reserves at levels that are prudent but not excessive.  
 
Appendix “F” details the position on the Councils Reserves.



 

 

 

32 

9. CONCLUSION  
 
This Financial Strategy sets out a range of proposals regarding the future 
management of resources and delivery of priorities.  
 
The Strategy is underpinned by nine key Objectives, which are set out 
within section 2 and Section 6. The Executive summary highlights the 
main proposals, and recommendations. 
 
In addition, specific proposals are highlighted for the 2015/16 revenue 
and capital budget. 
  
The process of developing the Medium Term Financial Plan is ongoing. 
The Financial Strategy is now embedded throughout the organisation 
and it is recognised as one of the Council’s key corporate documents. 
The Strategy puts in place a framework and establishes a strong financial 
base to aid the delivery of priorities. 
 
As far as possible, the plan anticipates future needs and recognises the 
financial uncertainties, risks and challenges faced by the Council. We 
have in place rigorous financial monitoring, and project management 
processes are being developed. We aim to ensure we hold balances and 
reserves that we consider adequate without being excessive. 
 
Consequently, Scarborough Borough Council now has in place a sound 
Medium Term Financial Strategy and a robust financial plan that is 
designed to support the delivery of the targets in the Corporate Plan and 
meet the council’s objectives. 
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APPENDIX A 
 

REVENUE BUDGET AND COUNCIL TAX 
2015/16 

1 INTRODUCTION 
 

This appendix sets out the detailed movements in the revenue budget between 
2014/15 and 2015/16, and recommends the proposed budget for 2015/16 
along with the associated levels of Council Tax. 

 
It provides details of: 

 

 Areas of Budget Pressure and Unavoidable Cost Pressure 
 

 The level of revenue resources available to the Council 
 

 Areas of additional investment 
 

 Efficiency and other savings proposals put forward 
 
2 BUILD UP OF THE 2015/16 REVENUE BUDGET 
 

A base revenue budget requirement of £17,412,942 was approved for the 
2014/15 financial year, which forms the starting point for the 2015/16 budget. 

 
Although the Council has made a concerted effort to minimise budgetary 
growth a number of unavoidable cost increases and budgetary pressures have 
arisen during the year, as summarised in the following table: 

 
Table 1 – Unavoidable Costs 

 

 £ 

Pay and Price Inflation 523,750 
Other Budget Pressures 649,403 

Total Unavoidable Costs 1,173,153 

 
2.1 Pay and Price Inflation 
 

This increase reflects the inflationary allowances across budget heads along 
with salary increments and variations. All income and expenditure budget 
heads have been fixed at 2014/15 levels and any cost increases will therefore 
need to be absorbed within individual service area budgets. A contingency of 
£200k has been retained to cover unavoidable or corporate inflationary cost 
increases and this will be allocated to budget heads throughout the 2015/16 
year as areas of growth are identified. The budget makes provision for the 
recently agreed national pay award which covers the period from 1 April 2014 
to 31 March 2017. 
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2.2 As in previous years the 2015/16 budget does not include a corporate 
provision for salary savings. This reflects that staffing savings are not 
expected to accrue due to a slowdown in staff turnover. The Council does not 
budget for recruitment costs therefore it is also assumed that any short term 
staffing savings will be required to fund associated recruitment and 
advertising costs. 

 
2.3 Other Budget Pressures 
 

A breakdown and further details of these costs are included within Appendix 
A1 to this report. 

 
3 RESOURCES 
 
3.1  Finance Settlement 
 

On 18 December 2014 the Government announced details of the provisional 
finance settlement for 2015/16. 2015/16 is the second year of a two year 
settlement and indicative figures were provided in December 2013.  The 
outcome of the provisional settlement for 2015/16 was broadly in line with the 
indicative figures and resulted in a funding cut of £1.290m (15.60%) for the 
Council. The provisional estimated baseline settlement that will be awarded 
for 2015/16 totals £6,974,906. The final settlement was announced on 4 
February and did not differ from the provisional figures.  

 
The table below sets out the reductions in core grant funding over the period 
from 2010/11 to 2015/16. 

 
Table 2 – Reductions in Local Government Finance Settlement Funding 

 

YEAR 

LGFS 
FUNDING* 

£’000 

CASH 
REDUCTION 

£’000 

% 
REDUCTION                         

 

2010/11 12,388   

2011/12 10,862 1,526 12.4% 

2012/13 9,937 925 8.6% 

2013/14 9,551 386  3.9% 

2014/15 8,265 1,286 13.58% 

2015/16 6,975* 1,290 15.60% 

        

REDUCTION   5,413 43.7% 
 

*Figures have been adjusted to allow like for like comparisons between years.  
 

The table shows that the Council will receive £5.413m less funding to run its 
services in 2015/16 than it did in 2010/11. This represents a 44% cut in 
annual funding.  

 
Although Local Authority funding cuts have been extensive over the last five 
years the latest pronouncements indicate that it is not likely to be any better 
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over the next five years, with recent forecasts showing that Authorities are 
likely to have to find at least the same amount in savings as has already be 
made.  

 
3.2 Council Tax levels and Council Tax Freeze Grant 
 

Since 2011/12 the Government has awarded grants to those Council’s which 
opted to freeze or reduce their Council Tax levels. The levels and duration of 
grants has differed each year and are summarised in the table below: 

 
Table 3 – Summary of Council Tax Freeze Grant Offers 

 

Year % C Tax 
increase 
that grant 
value is 

based on 

Duration 
of Grant * 

Annual 
value of 
grant to 

SBC 

Proportion 
of 

Authorities 
that 

accepted 
the grant 

2011/12 2.5% 4 years £219k 421(100%) 

2012/13 2.5% 1 year £219k 358 (85%) 

2013/14 1% 2 years £90k 257 (61%) 

2014/15 1% 2 years £90k 251 (60%) 

2015/16 1% ??? £90k  
 

* The grant durations shown above are based on the initial freeze grant offers. 

 
The Borough Council has elected to freeze its Council Tax at 2010/11 levels 
in each of the above years and accept the associated Council Tax Freeze 
grant.  

 
The duration of the grant receipts shown in the table above reflect the 
announcements set out in the government’s original grant offer letters. The 
Council’s Medium Term Financial Plan originally made provision for the loss 
of the freeze grant funding in the relevant years, however the government 
subsequently announced that the funding in respect of the 2011/12 year and 
2013/14 year would continue to be provided to local authorities as part of their 
settlement grant beyond 2015/16. The government also issued a technical 
consultation paper for the 2015/16 settlement earlier this year and confirmed 
their intention to roll the 2014/15 freeze grant into baseline funding from 
2015/16 onwards. 

 
This suggests that by accepting the freeze grants in those years the Council 
has benefited from a long term source of funding from Central Government 
rather than the fixed term one-off grants that were originally anticipated. It is 
likely however that this source of funding will be subject to future funding cuts 
therefore is not as certain as the baseline income that could have been 
generated from Council Tax increases.   

 
3.2.1 2015/16 
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Formal notification of the proposed freeze grant for 2015/16 was received 
alongside the settlement and a freeze grant equivalent to a 1% increase in 
Council Tax will be paid to those authorities that choose to freeze their 
Council Tax levels. The government have indicated that this funding will be 
rolled into the Council’s baseline settlement funding in future years.  
 
A 1% increase in Council Tax generates £76k per annum (the figure differs 
from the £90k receivable for the 1% Council Tax freeze grant as the freeze 
grant calculations are based on a higher tax base which does not take into 
account the cost of the discount for the Localised Support for Council Tax), 
therefore the Council would generate an income of £147k per annum by 
increasing Council Tax by 1.94%. If Council Tax levels are increased the 
Council will not be eligible to receive the freeze grant of £90k therefore the 
decision to increase Council Tax by 1.94% would generate an additional £57k 
in 2015/16. The full £147k would however become a long term and 
sustainable source of funding for the Council in future years.    

 
Table 4 shows the resultant Scarborough Borough Council element of the 
Council Tax levy by band if Council Tax levels are frozen or increased by 
1.94%.  

 
Table 4 – Council Tax levy per band 

 

Band 2013/14  Council Tax Freeze 
Grant 

  1.94% Increase 

 2014/15 Increase 2014/15 Increase 

£ £ £ £ £ 

A 140.87   140.87 -   143.61 2.74 

B 164.35   164.35 -   167.54 3.19 

C 187.83   187.83 -   191.48 3.65 

D 211.31   211.31 -   215.41 4.10 

E 258.27   258.27 -   263.28 5.01 

F 305.23   305.23 -   311.15 5.92 

G 352.18   352.18 -   359.02 6.84 

H 422.62   422.62 -   430.82 8.20 

 
If a freeze grant is accepted in 2015/16, this will be the fifth consecutive year 
of Council Tax freezes for this Council.     

 
3.2.2 Council Tax Capping and the Public’s Right to Veto ‘Excessive Council 

Tax Increases’ 
 

The Localism Act includes the powers to allow local residents to veto 
excessive Council Tax rises and in 2012/13 the Government introduced 
arrangements for Council Tax referendums where an authority sets a Council 
Tax which exceeds principles endorsed by Parliament (i.e. is “excessive”).  
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The council tax referendum threshold principles for 2015/16 have been set at 
2% for this council (2% in 14/15).   

 
3.2.3 Increase in Council Tax Base and Collection Fund Surplus 
 

Each year the Council calculates its tax base based on the number of 
properties listed on the Council Tax system. This calculation takes into 
account chargeable properties, discounts, and exemptions listed in the 
system as well as projected changes for the following year. In 2015/16 an 
increase in the projected Council Tax Base will generate additional income of 
£70k for the Council. This additional income is due to increases in the number 
of properties as well as reductions in the costs of the Localised Support for 
Council Tax scheme discount (LSCT).  

 
In addition to the increase in the Council Tax Base the Collection Fund 
projections anticipate that the fund will also hold a surplus at the end of 
2014/15, which will available for distribution in 2015/16. As at 31 March 2014 
the Collection Fund held a surplus of approximately £0.5 million due to the 
lower than expected costs of LSCT in the 2013/14 year. Due to the 
uncertainties surrounding the overall cost and profile of LSCT scheme 
expenditure in its first year of operation, only £50k of this surplus was 
declared when last year’s tax base was calculated; which leaves a balance of 
£450k which can now be declared for distribution in 2015/16. In addition 
current projections show that a further surplus of £565k will be generated in 
the current financial year. The total surplus which can be declared for 2015/16 
is therefore £1.015 million. The Council’s share of this surplus is £136k and as 
these are one off monies they have been earmarked for investment in the 
Council’s Investment Management Plan. 

 
3.3 New Homes Bonus (NHB) 
 

In February 2011 the government published the proposals for the NHB – a 
scheme that was designed to incentivise local authorities to welcome new 
housing developments. The headline details announced in 2011 were as 
follows: 

 

 The scheme is intended to incentivise local authorities to increase housing 
supply by rewarding them with a grant, equal to the national average for 
the council tax band on each additional property and paid for the following 
six years as an unringfenced grant.   

 

 In addition to the above there is a flat rate enhancement of £350 per 
annum for affordable homes. 

 

 80% of the Bonus is retained by the Borough Council, the remaining 20% 
is paid to North Yorkshire County Council 
 

 The NHB is paid as an “unringfenced grant” therefore the Council can 
decide how it wishes to utilise any monies received.  
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In June 2013 the government announced proposals to top-slice £400m from 
New Homes Bonus allocations in 2015/16 and pool the monies within Local 
Enterprise Partnerships. A technical consultation paper on the proposed top 
slicing was issued in July 2013.   

 
The consultation set out the following options: 

 

 To apply an across the board top slice from both upper and lower tier 
authorities NHB on an equal basis; or 

 

 To top slice 100% of upper tier council allocations and fund the balance 
from lower tier authorities. 

 
Based on the projected NHB allocations for 2014/15 it was anticipated that the 
proposals would result in a reduction in the Council’s NHB allocations by 
35.09% or 18.9% respectively. Due to the significant opposition raised by 
respondents to the consultation this proposal was retracted in the 2013 
Autumn Statement; however the Government did set out that the NHB 
scheme would be reviewed by Easter 2014. The outcome or updated 
timescales of that review are currently uncertain. 
 
The Council’s NHB allocation for 2015/16 is £953k and can be broken down 
as follows: 

 
Year Awarded £’000 

2011/12 6 
2012/13 285 
2013/14 264 
2014/15 266 
2015/16 132 

TOTAL 953 

 
Due to the financial difficulties facing the Council the grant has been fully 
committed to balance the Council’s revenue budget in 2015/16 in order to 
minimise cuts in service.  

 

3.4 Localised Business Rate Income 
 

The Local Government Finance Bill was introduced by the Secretary of State 
in December 2011. The legislation contained within the Bill represented a 
radical change to the local government finance system and aimed to take 
forward proposals designed to encourage local economic growth, reduce the 
financial deficit and drive decentralisation of control over Local Authorities 
finances. One of the key proposals contained within the legislation was the 
localisation of business rate income. 

 
Prior to the 2013/14 financial year business rates revenue was collected by 
local authorities, who then paid it over to central government. Central 
government pooled the income generated and then redistributed it to local 
authorities, based on an assessment of their needs. Local authorities were 
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then notified of the amounts that would be distributed as part of the Local 
Government Finance Settlement. 

 
As local authorities did not retain business rate income it was felt that there 
was only a limited financial incentive to promote business growth and 
maximise business rate income collection in their area. In July 2011 the 
Government published its proposals to allow councils to retain locally raised 
business rates. These proposals presented a fundamental shift in the way that 
local authorities are funded, and aimed to free councils from dependence 
upon central government grant and give them a strong financial incentive to 
drive local economic growth. The new scheme came into effect on 1 April 
2013.    

 
Under the new legislation the Council is set a baseline income level for rates 
collection in a year. The income collected from business rates is distributed 
between Central Government, North Yorkshire County Council and North 
Yorkshire Fire and Rescue Service in predetermined levels and the Council 
receives a proportional benefit of any surplus income generated above its 
baseline.  

   
Although the scheme does provide an opportunity for the Council to grow its 
business rate income and to retain a proportion of any excess, it does 
invariably also increase the Council’s level of budgetary risk as the Council 
also needs to fund a proportion of any in-year business rate income shortfalls 
from its own resources. In effect the new legislation switched a large 
proportion of the Councils core funding from a fixed grant to a variable income 
source.   

 
The table below sets out Scarborough Borough Council’s anticipated share of 
business rate income for 2015/16 compared to the business rate baseline.  

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
The Table shows that the Council’s share of retained business rates is 
projected to be £1.673 million higher than the business rates baseline. The 
Borough Council has opted to form a business rate pool with a number of other 
North Yorkshire local authorities (see below for further details). If the Borough 

 £ 

Projected Net Yield from Business Rates in 2015/16 32,546,442 
Central Government Share (50%) (16,273,221) 
North Yorkshire County Council Share (9%) (2,929,180) 
North Yorkshire Fire & Rescue Share (1%) (325,464) 

Scarborough Borough Council Share (40%) 
Anticipated grant to cover the Borough Council’s share of the cost 
of government initiatives 

13,018,577 
 

1,638,225 
Borough Council Tariff (payable to Central Government) (9,093,070) 

Retained Business Rates   5,563,732 
Business Rate Baseline (per the Local Gov’t Finance Settlement)  

(3,890,121) 

Surplus Business Rates 1,673,611 
50% levy (836,810) 

Anticipated Retained Business Rates Income 836,801 
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Council had not opted to join the pool a central government levy of 50% would 
be applied to the business rate surplus and the Council would expect to retain 
£837k.  

 
3.4.1 Business Rate Pooling 
 

In 2014/15 the Council entered into a business rate pool with North Yorkshire 
County Council, Ryedale District Council, Craven District Council, Hambleton 
District Council and Richmondshire District Council. This pooling arrangement 
has been extended to cover the 2015/16 year. The Borough Council is the lead 
authority for the pool. 

 
Under the pooling regime authorities included within a pool are treated as a 
single authority for the localised business rate scheme. This has the benefit that 
any deficit relating to the Council's share of business rates could be offset by 
surpluses achieved by other pool members rather than from the Council's own 
resources; however if the Council makes a surplus on its own scheme this 
could be more than offset by deficits arising on other pool members schemes.  

 
Individually the Council would be required to pay a levy of 50% on its share of 
surplus business rate income under the localised scheme. The major 
advantage of creating a pool is that the pool levy rate is reduced to nil when 
each of the authorities are treated collectively as a single authority. The levies 
saved through pooling are then distributed back to pool members through a 
pool dividend.    

 
The key aim of the North Yorkshire pool is that no participant will receive less 
funding than if they had not pooled. The first call on any net pool surplus will 
be to put each authority in the position it would have been in had the pool not 
existed. Any residual surplus will be distributed as follows: 

 

 20%, upto a maximum of £250k, will be allocated to an economic 

development fund which will be administered by the Chief Executives and 

Leaders of the pool authorities as a function of an established subgroup of 

the NYLEP. 

Any remaining pool dividend will be distributed as follows: 
 

 30% to NYCC 

 35% to districts in proportion to their growth above DCLG baselines 

 35% to districts in proportion to their funding targets 

Assuming that each authority within the pool hit or exceed their business rates 
baselines, and that the Council’s business rates income for 2015/16 is in line 
with expectation, the Council will retain the £836k surplus detailed above (being 
the surplus that would have been retained if the pool didn’t exist) as well as 
receive a share of any pool dividend. Based on the indicative income 
projections provided by pool authorities during 2014 the Council’s share of the 
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pool dividend would equate to £406k, however these estimates need to be 
updated to reflect each Authority’s final business rate projections for 2015/16. 

 
The Council’s share of retained business rates income would therefore exceed 
the baseline set out in the Local Government Finance Settlement by £1.242 
million. The 2015/16 budget proposals take £700k of this surplus into the base 
revenue budget, which leaves a residual anticipated surplus of £542k. £212k 
of these monies has been earmarked to part fund the NNDR Collection Fund 
Deficit (see below) and the remaining £330k has been earmarked for the IMP.   

 
In the first 3 years of the localised business rates scheme the Council is 
projected to achieve surpluses (net of levies and the funding of Collection 
Fund deficits) of £2.251 million against the LGFS baselines. £700k of these 
surpluses have been utilised to support the 2015/16 revenue budget and the 
remainder has been committed to the IMP.  

        
3.4.2 NNDR Collection Fund Deficit 
 

At the end of 2013/14 the Council’s share of the NNDR Collection Fund deficit 
stood at £914k. It is anticipated that this position will worsen by a further 
£377k in 2014/15 taking the total expected deficit as at 31 March 2015 to 
£1.291 million. This deficit reflects that the cost of settled and outstanding 
appeals is / will be much higher than originally expected in both years. The 
Council must provide funding to cover this deficit during 2015/16. 

 
This deficit will be funded by £950k earmarked reserves, which were set aside 
specifically for this purpose in 2013/14, and £341k from surplus business 
rates income generated over and above the amounts included in the Council’s 
base budget for 2014/15 and 2015/16.  

 
4 INVESTMENT IN PRIORITY AREAS 
 

Members, Directors and Service Unit Managers, in conjunction with Finance 
Staff, have been asked to identify any areas where additional investment is 
required, with particular reference to Local and National Priority Areas.  

 
The areas proposed for additional investment are summarised in Table 5 
below, with further details provided in Appendix A2. 

 

Table 5 – Meeting Priorities 
 

Service Bid £ 

Corporate Ring-fencing of Northstead Car Parking 
income for the Sands Development 

200,000 

Corporate Leisure Village borrowing costs 278,000 

Corporate Development of Lower Tier Futurist site 40,000 

Corporate Increase in revenue contributions to 
capital 

50,000 

  568,000 
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In addition to the above a £90k budget was established in 2013/14 to fund 
one-off community projects and a £50k budget was established to demolish 
obsolete buildings. These budgets have been committed from 2015/16 
onwards to fund borrowing costs associated with essential and aspirational 
capital, infrastructure and asset management schemes. 
 
During the year officers undertook a review of earmarked reserves with an 
aim of freeing up uncommitted resources. This review identified £233k of one-
off monies that are available for allocation. Approval has already been given 
to utilise £120k of these monies to purchase a committee audio system (£50k) 
and to purchase Futurist asset holdings from the HCA (£70k); leaving a 
residual balance of £113k.    
 
It is proposed that these monies be earmarked for the following: 

 

 £ 

To provide 2-year funding for the Choices4Energy 
programme. After this time the scheme will need to become 
self-funding. 

40,000 

Contribution to the Local Enterprise Partnership in 2015/16 15,000 

Budget to fund one-off priority events across the Borough 18,000 

To defer the removal of the Area Committee Grant funding to 
the 2016/17 year, which will allow the funding to be reviewed 
during the 2015/16 year 

40,000 

TOTAL 113,000 

 
As part of the budget consultation several Members raised concerns that a 
funding bid from Create Developments Ltd was not supported in the draft 
budget proposals. Amongst other things the organisation provides Arts 
Development support for the Council and runs the annual Coastival festival.  
 
The loss of a significant proportion of Create’s core grant funding in 2015/16 
means that the organisation’s financial position is unsustainable without 
additional Council support and the Coastival festival will not go ahead. As a 
result it is now proposed that one-off grant funding of £36k be provided in 
2015/16 to allow Create to continue operating. This will give the organisation’s 
Board time to seek alternative sources of core funding and consider 
partnership working options with other arts organisations in the area.  
 
The Council is currently in negotiation with Scarborough Museums Trust 
regarding their annual contract price. A rebate has now been received for 
2014/15 and negotiations are ongoing regards further baseline funding 
reductions in future years. This rebate will be used to fund the Create grant.  
 
Other funding bids were submitted however they are not included within the 
budget proposals as there are unsufficient resources available to fund them. 

 
5 FUNDING GAP 
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Taking into account the funding allocations detailed in Section 3 and the 
investment in priority areas in Section 4, and assuming the acceptance of the 
freeze grant, the following table summarises the funding gap for 2015/16: 

 

Table 5 – Summary of Funding Gap for 2015/16 
 

 £ £ 

Base Revenue Budget for 2014/15  17,412,942 
Unavoidable Costs (Per Table 1)  1,173,153 
Investment in Priorities (Per Table 5)  568,000 

  19,154,095 
Last Year’s Financing 17,412,942  
Reduction in Settlement Grant (Section 3) (1,289,664)  
Compensation for RPI grant (NNDR) 9,467  
Increase in Council Tax Base (Section 3) 70,856  
Assumed acceptance of the Council Tax 
freeze grant (Section 3) 

 
90,000 

 

Resources available  (16,293,601) 

Funding Shortfall  2,860,494 

   
This leaves a shortfall of £2,860,494 that needs to be addressed through 
additional funding, efficiency and other savings.  

 

6 PROPOSED SAVINGS OPTIONS 
 

Senior Management have adopted the identification and achievement of 
savings as an integral part of the Council’s budget setting process. Work to 
identify savings starts early in the preceding financial year, ensuring that there 
is sufficient time to implement full year’s savings and to consult with relevant 
stakeholders. 

 
The savings put forward within the 2015/16 budget proposals have been 
reviewed by the Corporate and Financial Strategy Group, are summarised in 
Table 6 below and are detailed in Appendix A3    

 
Table 6 – Summary of Proposed Savings 

 

Responsible Senior Officer £ 

Savings identified in Interim Budget Report 1,545,000 

Deputy Chief Executive 154,400 

Director of Service Delivery 406,160 

Director of Legal and Democratic 74,400 

Director of Business Support 97,534 

Corporate 583,000 

TOTAL 2,860,494 
 
 

7 STAFFING IMPLICATIONS 
 

The Council has recognised that to achieve efficiency savings that minimise 
the impact on the delivery of front line services there will be a need to reduce 
staffing numbers, which will inevitably result in redundancies. 
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Where possible, all employees that could be directly affected by the changes 
will be notified prior to this report being published. Any savings proposals 
affecting staff will be closely managed and consultation will take place with all 
Trade Unions. The Council has a strong commitment to try and minimise the 
impact on staff and number of compulsory redundancies by utilising natural 
wastage and providing some training for staff to support this.  

 
8 SUMMARY OF THE 2015/16 BUDGET POSITION  
 

Table 7 summarises the net budgetary position as detailed in this report. 
 

Table 7 – Summary of Budget Position 
 

 Report 
Table 

Reference 

 
 

£ 

Funding Gap Table 5 2,860,494 

Efficiency and Other Savings Table 6 (2,860,494) 

Shortfall  - 
 

The Council's Medium Term Financial Plan already shows that there will be a 
requirement to identify savings of at least £2.391m in 2016/17 therefore it is 
considered essential that a balanced budget be set in 2015/16.  

 
In order to set a balanced budget there is a requirement to approve all of the 
savings proposals identified in this report. Where savings are not deemed to be 
acceptable alternative savings of an equivalent value will need to be identified. 

 
9 ASSESSMENT 
 

The Revenue Budget for 2015/16 continues to build upon the success of the 
Financial Strategy, which is now clearly embedded throughout the Council; and 
the budget efficiency and other savings requirements were identified in the 
Medium Term Plan well in advance.  

 
The 2014/15 budget retained a prudent provision for contingencies to mitigate 
the effects of unforeseen income shortfalls, cost overruns, unachieved savings 
and changes in government legislation. At the time of setting the 2014/15 
budget it was reported that, although these contingencies were deemed to be 
necessary in 2014/15, it was hoped that they would not be needed in their 
entirety in future years and would be available to reduce the level of budget 
savings needed in 2015/16 and help to minimise cuts in service.  The available 
savings from these budgets were reported to Cabinet in July 2014 as part of 
the Interim Budget Report (ref 14/257) and, along with savings taken from 
reducing contributions to reserves, total £1.545 million. Due to the removal of 
these contingency budgets and the high level of savings needed to be 
achieved in 2015/16 this could be deemed to be a relatively high risk budget.  

 
As resources become tighter it becomes even more important to ensure that 
the budgets approved in a year are robust and achievable. Directors and 
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Service Unit Managers receive a high level of support from the finance team 
however it is acknowledged corporately that the responsibility for setting, 
monitoring and controlling budgets must lie with the managers and directors 
responsible for running the services.  

 
Service Unit Mangers are responsible for preparing their budgets using the 
Technology One system, and all Directors have been given the opportunity to 
submit growth bids for any areas of budgetary concern. Directors will be asked 
to sign off the savings included within this report to confirm that they believe 
them to be deliverable and they have also been asked to confirm that specific 
areas of budgetary concern identified within their service areas in the current 
financial year have been addressed or will not recur in 2015/16. It should be 
noted that additional savings of £248k have had to be identified in 2015/16 as a 
direct result of previous year’s savings proposals not being delivered; although 
in some of these cases the relevant service area has found compensatory 
savings to offset these shortfalls. Both Service Unit Managers and Directors 
have signed off the final budget figures for their service areas.    

 
Provisional settlement figures have not yet been provided for the 2016/17 year 
however forecasts now anticipate a budget shortfall of at least £2.39million in 
that year. The extent of the budget shortfall each year is not only dependent on 
cuts in funding, but also by the level of growth included in the revenue budget. 
In recent years the level of savings needed to balance the budget has been 
exacerbated by the inclusion of significant amounts of budgetary growth and 
this continues to be the case in 2015/16 with only £1.3million (46%) of the 
£2.8million funding gap being attributable to cuts in funding. As the Council’s 
funding sources reduce, and budgets get tighter, it will become increasingly 
important to restrict growth in budgets and be mindful that any growth allowed 
in budget will need to be funded from corresponding cuts in other service 
areas. 

 
Although Local Authority funding cuts have been extensive over the last five 
years the latest pronouncements indicate that it is not likely to be any better 
over the next five, with recent forecasts showing that Authorities are likely to 
have to find at least the same amount in savings as has already be made. It is 
clear that strong long term financial planning will become increasingly 
important as funding reduces and resources become scarcer. The financial 
forecasts and continuation of the funding cuts into the medium and long term 
show that Members will be asked to make difficult decisions in the coming 
years to prioritise services in order to balance the budgetary position and 
maintain the Council’s financial sustainability.  
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APPENDIX A1 
BUDGET PRESSURES 

 

  £ 
Superannuation 
Contributions 

Every 3 years the actuary undertakes a valuation of the Council’s pension scheme to determine 
the level of contributions required over the following 3 year period. The most recent valuation was 
received by the Council at the end of November 2013 and covers the period 2014 / 17. 
  

The triennial valuation carried out by the actuary assessed the level of contributions required to 
recover the Council’s pension fund deficit (£84.894 million as at 31 March 2013) over a 27 year 
period (the previous triennial valuation set in place a 30 year repayment plan).  The costs of 
funding the scheme are split between a future service contribution and a back funded element. 
 

The back funded element remains fixed during the valuation period regardless of the number of 
employees contributing to the pension scheme and inflates each year in line with the actuarial 
assumption on average pay growth.  The cost of this back funded element will increase by £83k in 
2015/16 and a further £88k in 2016/17.  
 

82,900 

Loss of income from the 
outsourcing of Peasholm 
Cafe 

Following the outsourcing of the Scarborough Spa and Whitby Pavilion to Sheffield International 
Venues (SIV) the Council’s running of catering establishments was limited to the cafes within 
Peasholm Park.  With the staff responsible for catering having transferred to SIV, the decision was 
made to outsource the Peasholm Park cafes.  The initial agreement was for one year however this 
has subsequently been extended for the 2014/15 season and again for a further three seasons. 
 
SIV have agreed to run the venues on a profit share basis and, based on payments received over 
the last two seasons, the budget targets that were in place when run in-house are no longer 
achievable. The Council’s share of income from the venue has now been reduced to £27k. 
 

25,000 

Benefits and Localised 
Support for Council Tax 
Administration Subsidy 

The Council receives an annual subsidy for Benefits Administration. In 2014/15 the grant 
allocation totalled £891k, for which £175k was for administering the Localised Support for Council 
Tax Scheme and £715k was for administering the Housing Benefit Scheme. 
 
In similar vein to recent years, Central Government have again cut this allocation nationally to 
account for efficiency targets.  The Borough Council’s award for 2015/16 has been cut to £784k, 
(£162k for administering the Localised Support for Council Tax Scheme and £622k was for 
administering the Housing Benefit Scheme).   
 
The reduction in grant funding equates to £107k (12.0%) 

106,883 
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  £ 
Payroll & HR System As part of the efficiency review of the payroll service, the Council’s Corporate Efficiency Partner 

(Northgate) competitively procured a new payroll solution on behalf of the Council. As a result of 
this procurement process the revenue budget for providing payroll services was reduced to £6k. 
Unfortunately, due to problems with implementing the system, this project has been terminated 
and the council has had to extend the contract with its current payroll provider. The cost currently 
being paid for the service exceeds budget by £28k per annum.  

 
The service is currently working with East Riding Council, who will provide a software hosting 
platform for payroll from April 2015 (ref 14/342).  Although the costs of the payroll solution will 
realise a saving of £17,300 compared to the current revenue cost the Council intend to develop 
integrated HR functionality in conjunction with ERY which will reduce the savings to £7,860. The 
integrated HR functionality will enable more efficient ways of working through self-service for staff 
and managers, travel, expenses and absence which will in the future provide savings which will be 
identified in future budget reports. However in the short term the savings identified in the original 
internal payroll solution are now deemed unachievable . 
 

20,590 

Removal of one-off 
funding used to balance 
the 2014/15 budget  

The Council used one-off funding to balance the budget in 2014/15 and this funding is no longer 
available in 2015/16. 

36,880 

Non achievement of 
savings put forward in 
earlier years 

The quarterly monitoring report, presented to Cabinet in November 2014, highlighted a number of 
areas where budget savings, identified in previous years, looked unlikely to be achieved. 
 
Directors were asked to review these areas and the following are either deemed unachievable or 
have been superseded by other savings or changes within the Council. 
 
Savings included within 2014/15 budget setting 

 Partnership working with ERYC (HB & HR) - £25,000 

 Fuel procurement 14/15 - £30,000 

 Manor Road nursery 14/15 - £30,000 

 Democratic services 14/15 - £30,000 

 ICT Licence Fees 14/15 - £50,000 

 Replacement of EDM Northgate system 14/15 - £16,250.  (This will be  not be achieved 
until the roll out of the corporate system is complete and the Northgate system 
decommissioned 2015/16) 

 
Savings included within 2013/14 budget setting 

248,250 
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  £ 

 Vehicle double shifting - £27,000 

 Merge of HB & Customer First - £25,000 (not undertaken as partnership proposals 
pursued by HB with East Riding as an alternative 
 

Savings included within 2012/13 budget setting 

 CCTV income and inflationary increases- £15,000 
 

Schedule B Registration 
income 

Environmental Health Schedule B registrations have reduced in recent years and the income 
budgets included within the service budgets are no longer achievable.  The drop in registrations is 
due to two sites now requiring Schedule A registration.  The income from Schedule A registrations 
goes to the Environment Agency and therefore can no longer be included within the Council’s 
budget. 
 

14,000 

Loss of YCH Parks 
contract 

All operating costs associated with this contract have been removed from the budget and, where 
appropriate, employees have TUPE transferred to Yorkshire Coast Homes.   The contract in place 
did, however, also contribute to the support service and management costs of the Council and 
savings will have been realised in prior years as a result of this.   
 
It has not been possible to identify savings to offset this from across Council departments. 
 

42,900 

HIMO Inspection income The Council has a statutory obligation to licence Houses in Multiple Occupation. Over the last 
couple of years it has become apparent that the assumptions behind the number of properties 
subject to the licence regime were overly ambitious.  The income targets therefore need reducing 
in line with the actual income being received.  
 

16,000 

Firmstep – Purchase 
Mobile App 

The Firmstep suite of products, which are delivering the councils new website and self service 
capability, have provided the opportunity to move forward more quickly with our aspirations to 
provide more efficient mobile working for staff who work out on the field.  Firmstep have designed 
a new mobile "App" that will enable staff to complete electronic forms on tablet devices even in 
areas where there is no broadband access.  Once they move to an area that has web access the 
forms will transfer automatically into the appropriate systems within the council network. 
 
The upfront costs of the “App” have been funded from the Council’s ‘New Ways of Working’ 
budget and this increase to the budget will fund the on-going maintenance costs and corporate 
annual license fee.  We have already seen the service delivery savings benefits start to accrue 
from the implementation of the Firmstep platform.  The Councils Home Improvement Service now 

25,000 
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  £ 
utilise the Firmstep products to deliver the handyperson scheme in Scarborough and Ryedale.  
This has resulted in the service area being able to put forward savings for the 2015/16 budget of 
£7k, (Firmstep provides the necessary casework system that has meant an additional external 
system is not required).  Also £6K efficiency savings in reduced travelling time and administration 
(allowing the Half Steps work to be brought in house rather than having to pay a sub-contractor to 
undertake the work).  The purchase and implementation of the mobile App will support similar new 
more efficient service delivery process to be implemented across the Council. 
 

Idox – corporate 
workflow 

A corporate workflow system needs to be purchased from IDox for the Benefits service to replace 
the current workflow provided as part of the Northgate Iclipse EDM system.  This will enable the 
Northgate EDM system to be decommissioned. ICT are currently developing a business case for 
this and the plan is to switch from the Northgate workflow to IDox in 2015/16. 
 
This will provide an improved system and enable the Benefits service to be fully migrated from 
their current Northgate EDM system onto the new corporate EDRM system.  This will ensure we 
get maximum benefit from consolidating service delivery on the new system, In addition the IDox 
system provides additional benefits of a Records Management capability, which will reduce time 
spent on records management and archiving.   
The one off capital cost will be funded from monies set aside in the ICT capital fund and could be 
up to £40k, with consultancy costs on top of this.  Based on a 20% annual support and 
maintenance contract this would lead to annual costs of £8k per annum.  When savings are 
realised from turning off the Northgate Iclipse system then these will be recognised, as they are 
achieved, as savings in future years. 
 

8,000 

Elections Post The establishment of a new post within the elections service to provide additional resource for the 
new electoral registration scheme. 

23,000 

TOTAL  649,403 
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APPENDIX B 
 

CAPITAL BUDGET 
 

 

1 INTRODUCTION 
 

This appendix focuses on the Council’s Capital Strategy which is underpinned 
by the Capital Development Reserve and Investment Management Plan. 
 
It provides details of: 
 

 Capital Development Reserve projections 

 Investment Management Plan projections 

 Additions to the Capital Programme 2015 

 Unfunded asset management works 

 Unfunded infrastructure works 

 Capital Receipts 

 Prioritisation of unfunded schemes and funding available 
 
2  CAPITAL DEVELOPMENT RESERVE 
 

The Capital Development Reserve identifies the capital funding available to 
the Council to progress:- 

 

 Planned vehicle and equipment replacements 

 Planned infrastructure works and replacements 

 Asset Management works; and 

 Statutory requirements (such as the provision of disabled facility grant 
funding) 

 
The reserve aims to match available capital resources to scheduled 
investment over a 10 year period to ensure that capital resources are not over 
committed. It provides a mechanism by which capital spending is controlled, 
and ensures that the implications of capital spending in terms of the revenue 
impact are planned and minimised. 

 
In order for Members to have confidence when making the major strategic 
decisions required on capital investments, clear direction is required on the 
availability of resources and the impact of decisions made. 

  
Table 1 shows the projected resource availability for the Capital Development 
Reserve over the next 10 years. Further details on the detailed spending 
plans for 2015/16 are set out Section 3.  
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Table 1 – Capital Development Reserve 2015-2025 
 

 £000’s £000’s 

Balance Brought Forward as at 1 April 2014  3,067 
   
Transfers In   
Grants and External Contributions 14,618  
Contributions from Revenue and Other Reserves 15,238  
Anticipated Capital Receipts 2,786  

  32,642 
Approved Capital Expenditure   
Schemes approved prior to 1 April 2015 11,000  
Schemes proposed for inclusion in 2015/16  
(see Section 3) 5,395  
   
Earmarked Budgets (2015 to 2025)   
Unallocated Prudential Borrowing 6,000  
IT Replacement/Development  2,821  
Vehicle Plant and Equipment  13,325  
Disabled Facilities Grants  7,055  

Total Anticipated Expenditure   (45,596) 
   
Expenditure to be funded from Borrowing 
Approved prior to 2015/16  413 
Unapproved future borrowing  6,000 
Proposed for 2015/16  2,800 

Overcommitted Resources  ^ (674) 

   
^ This figure assumes that anticipated capital receipts will be achieved and 
earmarked budgets will be expended.   

 
A breakdown of expenditure by scheme is included in Appendix G 

 
It should be noted that even before asset management and infrastructure 
works are considered the projections show an overdrawn balance on the 
reserve of £674k over the 10 year period. While the overdrawn balance 
evolves predominantly over the later periods a projected shortfall of £296k 
exists for the 2016/17 financial year. This shortfall will be closely monitored, 
however it does not cause undue concern in the short term as it will likely be 
addressed through slippage in some areas of programmed capital 
expenditure. A significant proportion of future expenditure relates to vehicle 
replacements. This area will be subject to an external review in 2015 and it is 
hoped that the review will identify savings in this area, which in turn will 
address the shortfall in resources.  
 
The Council must however address this shortfall over the short to medium 
term and has a target to reduce it to at least £500k by 31 December 2015.  

 
The Council can only generate more capital resources from increasing its 
amount of capital receipts or the level of unsupported borrowing. The Council 
has a number of schemes that could generate capital receipts in the short to 
medium term; however at this stage these capital receipts are not certain 
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therefore they are not reflected in the above projections. This should ensure 
that capital resources are not overcommitted.   

 
3 INVESTMENT MANAGEMENT PLAN 
 

Despite significant financial constraints the Council has developed, and 
continues with, an ambitious investment and regeneration plan for the 
Borough. 
 
The Investment Management Plan (IMP) provides a structured approach to 
support the delivery of major investment and regeneration schemes over the 
medium term. The key aim of the IMP is to focus on making continuous well 
balanced, affordable investments in order to improve and change the face of 
the Borough; with a clear focus upon economic regeneration, employment 
and new homes. 
 
The following on-going schemes are currently included within the IMP. 
 

 Waterpark 

 Leisure Village 

 Whitby Business Park 

 Futurist/Town Hall  

 Middle Deepdale 
 

In the same way as the Capital Development Reserve identifies the funding 
available to progress scheduled and essential expenditure the IMP details 
those monies available and earmarked for regeneration projects. Table 2 
below shows the projected resources currently available in the IMP. 
 
Table 2 – Investment Management Plan 

 
 £000’s £000’s 

Balance Brought Forward as at 1 April 2014  15 
   
Transfers In   
Grants and External Contributions 9,178  
Contributions from Other Reserves 870  
Contributions from Revenue:   

 2014/15 New Homes Bonus allocation 266  
 Localised Business Rates Surpluses 1,551  
 Council Tax Collection Fund Surpluses  422  
 2014/15 LSCT grant 93  

Anticipated Capital Receipts and s106 contributions 7,798  

  20,178 
Approved Expenditure   
Capital expenditure approved prior to 1 April 2015  (34,018) 
   
Expenditure Funded from Borrowing pre 2015  14,560 

Uncommitted Resources   735 

 
4 CAPITAL EXPENDITURE PROPOSED FOR 2015/16 
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Table 3 below summarises the proposed additions to the capital programme 
for 2015/16. This expenditure is accounted for within the Capital Development 
Reserve projections set out in Section 1. 
 
Table 3 – Additions to the Capital Programme 2015 

 

Scheme Total 
Cost 
£’000 

External 
Funding 

£’000 

Net 
Cost 
£’000 

Vehicle and Equipment Replacement 

 Vehicles 

 Equipment 

 IT 

1,106 
152 
140  

 
1,106 

152 
140 

Planned Infrastructure    

 Lighting Columns 100  100 

Statutory Requirements 

 DFG’s 685 685 - 

Other    

 Unallocated Capital Schemes* 2,800  2,800 

 Eastside Action Plan 412 274 138 

Total 5,395 959 4,436 

 
* These schemes will be funded through borrowing. The revenue costs associated with this 
level of borrowing (£140k per annum) are factored into the revenue budget proposals. 

    
Further details on the nature of these schemes are provided in Appendix B1 

 
5 ASSET MANAGEMENT SCHEMES 
 

A number of years ago £300k was top sliced from the Council’s annual 
property repair revenue budget and was transferred to the Capital 
Development Reserve. This reflected that a proportion of the works required 
to the Council’s assets were capital in nature and subsequently should sit 
within the wider capital programme. 

 
These monies have been continually taken to the reserve and some of the 
funds have been utilised to progress asset management works. Based on the 
annual contributions an amount of £2.434 million should be made available in 
the Capital Development Reserve for asset management works over the next 
10 year period. The Capital Development Reserve projections show that, 
even before considering this expenditure, the Reserve is overcommitted by 
£674k over the 10 year period. When added to the asset management 
allocation the total shortfall in capital resources stands at £3.108 million. 
 
The £300k top sliced from the property repair fund bears no resemblance to 
the level of capital asset management works required across the Council’s 
property holdings. To inform the capital budget process, and ensure that all 
outstanding capital commitments are recognised in the Council’s Capital 
Strategy officers from Estates and Finance have undertaken an exercise to 
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identify essential and priority maintenance backlogs and any funding sources 
available to address and progress them.  
 
This exercise identified outstanding and required works totalling £9.592 million 
up to the period ending 2020. While this is a significant figure it should be 
considered in the context of the Council’s property portfolio which is valued at 
£192 million. 
 
A review of available budgets has identified £1.915 million funding which can 
be used to part fund these works. This amount is made up of various sources 
of funding including existing property repair revenue budgets, earmarked 
reserves which have been set aside in previous years specifically for this 
purpose and the re-investment of energy efficiencies into energy related 
works. This leaves a balance of unfunded asset management schemes of 
£7.677 million. Table 3 below provides a breakdown of these unfunded works. 
 
Table 4 – Breakdown of Unfunded Asset Management Works 

 
 
 

Asset 

Cost Requirement Works 
covered by 
proposed 
redevelop-

ments Total Immediate Future 

Scarborough Spa 1,142 246  1,388 
Westwood Car Park  260  260 
Whitby Leisure Centre   80 80 
Town Hall - Civic 487   487 
Town Hall – Other   1,876 1,876 
Public Conveniences 603   603 
Sports Centre   70 70 
Indoor Pool   193 193 
Futurist ???  2,720 2,720 

Total 1,629 1,109 4,939 7,677 

 
Key elements of these unfunded works are summarised below: 

 
Scarborough Spa 
 
The works at the Spa relate primarily to significant restoration requirements to 
the roof. While the works will be completed over a number of years they are 
essential in nature and therefore require immediate precedence in the 
allocations of any future capital funding.  
 
Town Hall Civic 
 
The Town Hall Civic building has grade 2 listed building status and 
consequently the Council is statutorily obligated to carry out any required 
works to a specified standard. Works are required to the windows and 
stonework together with significant external repairs. In addition a new heat 
distribution system is required as part of wider heating works around the Town 
Hall buildings. While some of these works have been funded through existing 
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capital budget allocations an amount of £487k still needs to be expended on 
the building.  
 
Public Conveniences 
 
The Council currently owns and maintains in the region of 55 Public 
Conveniences throughout the Borough. The running and maintenance of 
these facilities represents a significant draw on the Councils resources and an 
initial review indicates that refurbishment works of £603k are required. 
 
The future provision of Public Conveniences is currently subject to an 
Overview and Scrutiny review. The aim of the review is to establish a 
coherent long term strategy for their provision. The £603k works identified 
covers the estimated costs of bringing all public conveniences up to the 
required standards. Some of the public convenience assets are subject to 
individual decisions and strategies outside the scope of this analysis.  
 
As the provision of public conveniences is a discretionary service and is 
subject to an ongoing review there are no proposals within the Financial 
Strategy to provide funding for these works.  
 
Works covered by proposed Redevelopments 
 
The Filey Road Sports Centre and Scarborough Indoor Pool will be replaced 
by new facilities at the Leisure Village. Under the terms of the leisure operator 
contract the backlog of works at Whitby Leisure Centre will be addressed by 
the future operator of the Council’s leisure facilities.    
 
The Council is reviewing potential redevelopment opportunities for the Futurist 
and Town Hall site. The capital projections do not make provision for the costs 
associated with any such redevelopment as they cannot be quantified at this 
stage. It should be noted that if the redevelopment proposals do not go ahead 
a minimum of £2.7 million would need to be expended on the building to bring 
it up to a usable standard.    

 
6 INFRASTRUCTURE SCHEMES 
 

In line with the works undertaken on asset management schemes, officers 
from Finance together with the Council’s Coastal Protection Engineers 
identified those infrastructure assets and forthcoming coastal defence works 
requiring funding over the medium term. 
 
The Council no longer receives 100% grant funding to carry out coastal 
protection works. New Environment Agency funding regulations dictate that 
the level of funding offered directly correlates the level of benefit received. In 
total the works identified total £43.715 million however these are partly offset 
by £33.720 million of anticipated external funding, being predominantly 
sourced through the Environment Agency. As a result expenditure totalling 
£9.991 million remains unfunded. Table 4 below provides a breakdown of 
those unfunded schemes.  
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Table 5 – Breakdown of Unfunded Infrastructure Works. 

 

Asset/Works 

Total Cost External 
Funding 

Net 
Cost Immediate Future 

Hibernia Street Bridge  350       350 
Filey Promenade Railings  111  111 
Eskside Wharf* 4,072   4,072 
Footbridges  80  80 
Scarborough Spa  14,712 13,392 1,320 
Whitby Harbour Piers  8,227 4,517 3,710 
Filey Sea Wall  260 130 130 
Endeavour Wharf  436 218 218 

Total 4,072 24,176 18,257 9,991 

 
* Essential repairs are required to Eskside Wharf. These estimates are based on an 
initial assessment of the complete scope of engineering works required to stabilise 
the wharf and is deemed to represent a maximum cost solution. Detailed work is now 
taking place to finalise costings and identify whether alternative measures could be 
put in place to mitigate the works and costs needed. Further details will be reported 
to Members when these assessments have taken place.   

 
7  CAPITAL RECEIPTS 
 

The Capital Development Reserve matches the various sources of capital 
funding available on a scheme by scheme basis. Capital receipts provide a 
key source of funding for capital investment purposes. From 2018/19 onwards 
the only capital receipts factored in the capital programme relate to the 
disposal of replaced fleet vehicles. This reflects that the Council’s surplus 
asset holdings are reducing and capital receipts are becoming harder to 
achieve.  
 
The Council is currently negotiating the sale of some plots of land which will 
generate significant capital receipts in the short to medium term (e.g. Middle 
Deepdale, Depots, Seamer Road frontage). These potential receipts are not 
reflected in the Council’s capital projections, which should ensure that 
resources are not overstated and committed prior to the capital receipts being 
obtained.  
 
The first call on any future capital receipts will be to address the priority 
unfunded schemes detailed within Section 8 below. 
 

8 SUMMARY 
 
 Table 6 below shows the schemes that need to be addressed in 2015 but are 

currently unfunded within the Council’s capital programme. These schemes 
are listed in order of priority.  

 
 Table 6 – Unfunded Capital Schemes in order of priority 
 

   £’000 
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1 Eskside Wharf infrastructure works Section 6 4,072 
2 Futurist Redevelopment Section 5 ??? 
3 Scarborough Spa asset management works Section 5 1,142 
4 Town Hall Civic asset management works Section 5 487 

 
 In addition, although monies will not be required in 2015, consideration must 

be given to the provision of funding for essential Coast Protection works 
required at Scarborough Spa and Whitby Piers. Current estimates project that 
the Council could be required to fund up to £5 million for these works.  

 
 The following funding is / will become available to fund the above schemes: 
 

o £735k monies available in the IMP (section 2) 
o £2.8 million capital expenditure funded from borrowing (section 4).  
o £261k already committed for Eskside Wharf (report ref 14/393 - Nov 

14)  
o Future capital receipts 
o 2014/15 year end underspend 

 
It is clear from the above that there are currently insufficient resources to fund 
the levels of capital expenditure required. Any expenditure not funded by 
capital receipts will need to be funded through unsupported borrowing, and 
the cost of this additional borrowing will put further pressure on future year 
revenue budgets.    
 
The Council’s Medium Term Revenue Plan assumes growth of £100k per 
annum for the period from 2016/17 to 2019/20 to provide funding for 
additional unsupported borrowing. Assuming interest rates of 3.5% this would 
fund borrowing of £1.5 million in each of those years.    

 
9 ASSESSMENT 
 

The overcommitted Capital Development Reserve balance, along with the 
level of unfunded capital schemes, demonstrates that the Council has 
insufficient capital resources to meet current demand.  
 
The only way the Council can increase its capital resources is to generate 
capital receipts or increase its levels of unsupported borrowing. The costs of 
borrowing impact on the Council’s revenue budgets, which are already under 
pressure due to the ongoing funding cuts. The borrowing factored into 
Medium Term Revenue Plan for future years reflects the need to undertake 
essential asset management and infrastructure works. This borrowing will only 
be utilised if the expenditure is deemed to be essential and there are 
insufficient capital resources available to fund the expenditure. The first call on 
any future capital receipts should be to fund outstanding infrastructure and 
asset management works in order to reduce borrowing requirements and to 
minimise the impact on future budgets.       
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          Appendix B2 
Section 106 Agreements 

 
Section 106 of the Town and Country Planning Act 1990 allows Local Planning Authorities 
to impose restrictions or requirements on land, including the payment of monies towards 
infrastructure. Thus, where such infrastructure is required to make developments 
acceptable, a s106 obligation forms part of the planning permission. These obligations may 
take the form of s106 payments resulting in monies being received by the Council for 
investment in specific areas such as Affordable Housing, Education and Open Spaces. 
Under the terms of the s106 agreements infrastructure investments are required to be in a 
predetermined area of expenditure and normally in the vicinity of the development. This 
appendix concentrates on expenditure by the Borough Council, although it should be noted 
that the County Council and other bodies may be responsible for spending the s106 funds. 
 
In order that the Council can best meet its overall corporate objectives it is important that it 
takes a co-ordinated and structured approach to allocate all available capital and revenue 
resources, including s106 monies, to areas of priority. This will be subject to s106 
obligations which bind how monies can be spent. Sometimes the s106 identifies a specific 
project, while in other cases contributions may be pooled towards a specified project within 
parameters. The allocation and utilisation of s106 monies is incorporated within the 
Councils overall capital strategy to ensure the schemes have the same approval 
arrangements as other Council budgets. 
 
A working group, consisting of officers from planning, finance, legal, housing and parks has 
been established and meets on a regular basis. The role of the group is to discuss potential 
schemes, monitor the progress of schemes and ensure that the Council continues to meet 
its legal obligations in respect of allocating s106 monies. An annual monitoring report to 
Cabinet is prepared by the Planning Service to highlight overall progress on s106 
obligations, but this does not determine how monies should be spent. 
 
Off-Site Agreements 
 
The table in Appendix B2.1 sets out the off-site s106 monies currently due to or held by the 
Authority (£2.425m) and details monies already committed to schemes (£1,815k) and the 
residual amounts that have not yet been earmarked (£406k).  
 
Within the Quarter 3 Financial Performance Monitoring Report (ref 15/46) approval is 
sought to allocate £307,187.10 of Commuted sum monies arising from a development at 
Eskdale Park, Larpool Lane, Whitby. Officers together with like-minded residents and 
organisations have developed an Action Eastside initiative to see life in East Whitby 
improved. This ambitious 2 phase improvement programme for East Whitby’s green spaces 
will address the identified need for improvement, offset the loss of green space through 
housing development and respond to an increase in resident population. The full scope of 
these works are detailed within report (ref 15/16). 
 
Some of the transport projects highlighted within appendix B2.1 are ones where the County 
Council, as the highways authority, would carry out the works and initially incur the costs in 
advance of a rebate funded through those monies held by the Council.  
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On Site Agreements  
 
The Supplementary Planning Document relating to public open space/play 
equipment/sports facilities gives guidance to whether this provision should be provided on 
site or off site. On site provision is usually expected on larger residential schemes whereas 
for smaller developments on site provision may not be practical or provide the greatest 
community benefit. Depending on circumstances this may be secured by s106 or planning 
condition and private agreement. 
 
The Authority anticipates a balance of £99k relating to on site provision as at 31 March 
2015. Monies are pre designated to the development sites in which they relate, covering the 
costs of maintaining open space/play areas to an adequate standard. These maintenance 
monies are phased over a number of years (normally 10) following adoption of the site by 
the Council. 
 
The Table in Appendix B2.1 identifies those monies currently held by and owed to the 
Authority in relation to both on-site and off-site Section 106 Planning Obligations. 
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APPENDIX C  

INVEST TO SAVE STRATEGY 

 
Introduction 
 
The Financial Strategy outlines restrictions on new borrowing.  An exception to 
this will be made in the case of Invest to Save Schemes.   
 
Invest to Save schemes are those where there is a capital cost, and associated 
borrowing costs arise, but the ongoing savings cover the associated borrowing 
costs. This results in both an improved revenue position (ie the benefits of the 
proposal exceed the borrowing costs) plus improved service provision through 
the capital investment. 
 
All such proposals are considered in line with the Council’s capital programme. 
The available funding for such proposals is in effect unlimited, providing the 
business case can be made. 
 
All schemes will be assed for their viability, and contribution to corporate 
priorities.  
 
The maximum period to repay the initial investment is 40 years.  
 
The repayments will be expected to repay the capital outlay, interest and a 
provision to cover financial risk. In essence the Council incurs the borrowing, and 
associated repayment/interest costs are then fully covered through the revenue 
savings. An allowance for risk will usually be included in the assessment. 
Therefore, most schemes will need to demonstrate that they more than cover the 
borrowing costs, and an overall net saving results.    
 
Interest 
 
The rate of interest to be used in assessing whether the scheme meets the Invest 
to Save criteria will be the marginal cost of borrowing at the time of the decision. 
The interest rate will be fixed for the duration of the scheme.  
 
All Invest to Save Schemes will be subject to a review report once the scheme 
has been implemented, to ensure the financial savings identified are achieved. 
Where savings are not demonstrated, the relevant service would be expected to 
find compensating savings. This rule ensures all services take a prudent view of 
such scheme, in the recognition that any risks/non achievement will ultimately fall 
back on them.   
  



  

75 

Information Requirements 
 
To proceed with a request for Invest to Save, a capital bid must be made in line 
with the capital strategy process. This will include detailed financial appraisal. 
The appraisal will be subject to review from Finance. 
 
In summary the following stages apply to ITS schemes 
  
 Preparation of a Business Case and Risk Assessment (Head of Service) 
 Financial Appraisal (Corporate Finance Manager) 
 Report to Cabinet / Council (Head of Finance and Asset Management) 
 
 





















































 

 

 

 

Appendix D3 
Long Term Credit Rating Definition 
 
There are many grades of long term ratings, below are the Investment Grades 
only.  These ratings generally cover maturities up to five years and thus is an 
assessment of the ongoing stability of the sovereign/institution’s prospective 
financial condition. 
 

 
 
Short Term Ratings Definition 
A short-term rating is based on the liquidity profile of the rated entity and relates 
to the ongoing capacity to meet financial obligations with a relatively short time 
horizon generally less than 13 months.  Below are the top three ratings. 
 

Short term 
rating 

Current Definition 

F1 Highest credit quality. Indicates the strongest capacity for 
timely payment of financial commitments; may have an added 
"+" to denote any exceptionally strong credit feature. 

F2 Good credit quality. A satisfactory capacity for timely payment 
of financial commitments, but the margin of safety is not as 
great as in the case of the higher ratings. 

F3 Fair credit quality. The capacity for timely payment of financial 

Investment 
Grade 

Definition 

AAA Highest credit quality. 'AAA' ratings denote the lowest 
expectation of credit risk. They are assigned only in case of 
exceptionally strong capacity for payment of financial 
commitments. This capacity is highly unlikely to be adversely 
affected by foreseeable events. 

AA Very high credit quality. 'AA' ratings denote expectations of very 
low credit risk. They indicate very strong capacity for payment of 
financial commitments. This capacity is not significantly 
vulnerable to foreseeable events. 

A High credit quality. 'A' ratings denote expectations of low credit 
risk.  The capacity for payment of financial commitments is 
considered strong. This capacity may, nevertheless, be more 
vulnerable to changes in circumstances or in economic 
conditions than is the case for higher ratings. 

BBB Good credit quality. 'BBB' ratings indicate that there are currently 
expectations of low credit risk. The capacity for payment of 
financial commitments is considered adequate but adverse 
changes in circumstances and economic conditions are more 
likely to impair this capacity. This is the lowest investment grade 
category. 



 

 

 

 

commitments is adequate; however, near term adverse 
changes could result in a reduction to non investment grade. 

 



 

 

 

 

ANNUAL STATEMENT ON MINIMUM REVENUE PROVISION (MRP) IN 
RESPECT OF CAPITAL EXPENDITURE FINANCED BY BORROWING 

 
The Council is required to pay off an element of the accumulated General Fund 
capital spend each year (the Capital Financing Requirement) through an annual 
Minimum Revenue Provision (MRP). 
 
The Local Authorities (Capital Finance and Accounting (England) (Amendment) 
Regulations 2008 (the Regulations) recommend that an annual statement on the 
policy to be adopted is submitted to Full Council for approval. 
 
A variety of options are provided to Councils, so long as there is a prudent 
provision. The Council is recommended to approve the following MRP policy. 
 
POLICY 
 
Expenditure will, under delegated powers, be subject to MRP under the Asset 
Life Method, which will be charged over a period which is reasonably 
commensurate with the estimated useful life applicable to the nature of 
expenditure, using the equal annual instalment method. For example, capital 
expenditure on a new building, or on the refurbishment or enhancement of a 
building, will be related to the estimated life of that building. 
 
Estimated life periods will be determined under delegated powers. To the extent 
that expenditure is not on the creation of an asset and is of a type that is subject 
to estimated life periods that are referred to in the guidance, these periods will 
generally be adopted by the Council.  However, the Council reserves the right to 
determine useful life periods and prudent MRP in exceptional circumstances 
where the recommendations of the guidance would not be appropriate. 
 
FINANCE LEASES 
 
Upon the commencement of the lease term finance leases are recognised as 
assets and liabilities in the balance sheet. These are subsequently measured at 
the lower of fair value or the net present value of the future minimum lease 
payments.  Minimum lease payments are apportioned between the finance 
charge and the reduction of the outstanding liability.   
 
The MRP requirement would be regarded as met by a charge equal to the 
element of the charge that goes to write down the balance sheet liability. 
  



 

 

 

 

Asset Life Method 
 
MRP is determined by reference to the life of an asset that can be identified as 
financed wholly or partly by borrowing. There are two usual methods by which 
this can be achieved: 
 
(a) Equal instalment method 
 
 An equal amount is charged each year based on the asset expenditure 

financed by borrowing and the life of the asset on which the expenditure is 
incurred. 

 
(b) Annuity method 
 
 MRP is the principal element for the year of the annuity required to repay over 

the asset life the amount of capital expenditure financed by borrowing. 

  



 

 

 

 

APPENDIX E  
PRUDENTIAL INDICATORS 

 
Under the Prudential Regime, which has operated since April 2004, the Council 
has the responsibility to demonstrate that its capital investment programme is 
affordable, prudent and sustainable. The Prudential Code requires that this is 
done by calculating specific affordability indicators for capital expenditure and 
financing and by setting borrowing limits and indicators for treasury management. 
 
Affordability Indicators 
 
The indicators of affordability address the revenue implications of the Council’s 
capital investment programme.  These indicators, recommended for approval, 
are set out in Bold in the following table.  
 

 2013/14 
Actual 

 
£000s 

2014/15 
Estimate 

 
£000s 

2015/16 
Estimate 

 
£000s 

2016/17 
Estimate 

 
£000s 

Opening Capital Finance 
Requirement 

 
15,920 

 
15,299 

 
15,159 

 
31,741 

     
a) Capital Expenditure 4,686 14,843 38,690 4,261 
     
Sources of finance:     
Grants/other contributions  (4,022) (7,729) (9,734) (937) 
Capital receipts & reserves set 
aside 

(547) (6,700) (11,596) (1,824) 

Net Repayment of Borrowing (216)       
Minimum Revenue Provision (522) (554) (778) (1,036) 
b) Net Borrowing Indicator 
and Closing Capital Finance 
Requirement 

15,299 15,159 31,741 32,205 

     

c) Ratio of Financing Cost to 
Net Revenue Stream 

4.28% 3.29% 7.47% 11.51% 

     

d) Incremental impact on the 
Council Tax  

 
 

£0.10 £0.03 £0.00 

     

e) Gross Debt and the 
Capital Financing 
Requirement 

 
24.87% 66.29% 71.24% 

     

f) Gross and Net Debt   39.37% 43.34% 

 
 



 

 

 

 

a) Capital Expenditure Indicator 
 
The total amount of capital expenditure is the initial driver behind the cost of the 
capital programme for Council Tax payers. This is therefore given as the first 
indicator. Capital expenditure for 2015/16 has increased significantly from the 
estimates provided last year. This is due to slippage in expenditure included 
within the capital programme in the Councils ambitious Investment Management 
Plan. 
 
The total cost falling on the Council Tax Payer is dependent on capital 
expenditure after taking account of grants and contributions. The Capital 
Expenditure Indicator does not therefore by itself, indicate the cost of the Capital 
Programme to Council Tax payers either in one year or over the course of the 
Financial Strategy.  
 
b) Net Borrowing and Capital Financing Requirement Indicators 
 
Capital expenditure in excess of the financing provided by external grants or the 
set-aside of reserves or capital receipts, increases the underlying need to 
borrow. This underlying need is shown by the indicator, the Capital Financing 
Requirement (CFR). The CFR in turn determines the minimum provision required 
in the Revenue Budget for repayment of borrowing. 
 
During 2014/15 approvals have been given to fund capital schemes from 
unsupported borrowing either on an Invest to Save basis or to partially fund some 
elements of the Investment Management Plan.  
 
As detailed within the Councils Capital Programme and Investment Management 
Plan the Council has budgeted to fund £55.759m through its own resources, with 
£23.774m of this being funded through Unsupported Prudential Borrowing.  
 
The table below details the Unsupported Prudential Borrowing included within the 
prudential indicators; 
 

Scheme 
2014/15 

£k 
2015/16 

£k 
2016/17 

£k 

2017 
Onwards 

£k 

Leisure Village – wet construction  5,570   

WaterPark  8,990   

Unallocated Priority Expenditure*  2,800 1,500 4,500 

Other previously approved 
schemes 414   

 

Total 414 17,360 1,500 4,500 

 
* As detailed in Appendix B 



 

 

 

 

The Council will need to take out external borrowing to fund these levels of 
expenditure. The Council took out £4m in external borrowing in January 2015; 
and the Prudential Indicators assume that the remaining borrowing will be taken 
out in the 2015/16 financial year.  
 
Following accounting changes the CFR includes any other long term liabilities 
(e.g. PFI schemes, finance leases) brought onto the balance sheet. Whilst this 
increases the CFR, and therefore the Council’s borrowing requirement, these 
types of scheme include a borrowing facility and so the Council is not required to 
separately borrow for these schemes. The Council currently has £901k of such 
schemes within the CFR. 
 
c) Ratio of Financing Cost to Net Revenue Stream Indicator 
 
The costs of borrowing and also the interest received from investments, is largely 
determined by decisions on past and future capital investment. The proportion of 
revenue grant and council tax that is required to cover this net cost is measured 
by the Prudential Indicator: Ratio of Financing Costs to Net Revenue Stream. 
The increases in the ratio in 2015/16 and 2016/17 results from reductions in the 
Governments finance settlement, together with increased interest charges from 
borrowings and increases in the provisions required to repay borrowing.  
 
d) Incremental impact on the Council Tax Indicator 
 
The Council’s capital strategy supports capital investment by identifying matching 
financing from reserves and capital receipts. The incremental effect of this 
updated strategy compared with the resources previously identified is 
insignificant. The Incremental Impact on the Council Tax Indicator which 
measures this in terms of the resulting additional cost each year to Council Tax 
(Band D) therefore shows a negligible decrease over the term. 
 
e) Gross Debt and the Capital Financing Requirement 
 
The Capital Strategy and the prudential indicators to which it adheres are based 
on a principle of prudence. This is measured through the: Gross Debt and Capital 
Financing Requirement. The purpose is to ensure that over the medium term 
debt external borrowing will only be used for capital purposes. This is monitored 
through ensuring that external borrowing does not, except in the short term, 
exceed the total capital financing requirement in the proceeding year, plus any 
additions to the capital financing requirement for the current and next two 
financial years. 
 
f) Gross and Net Debt 
 
The Gross and Net Debt indicator is used to highlight where the authority may be 
borrowing in advance of need. This ratio is expressed through the amount of net 



 

 

 

 

debt (i.e. borrowings less cash investments) as a percentage of gross debt 
(borrowings only). This ratio is projected to materialise within the 2015/16 
financial year as external borrowings increase due to the expenditure incurred on 
Investment Management Plan schemes. 
 
Borrowing Limits 
 
The level of external debt is determined with reference to the net borrowing 
indicator (as above), but also by treasury and operational management 
decisions. Borrowing Limits are set as a means of reviewing and controlling the 
amount of borrowing that can be afforded at any time.  

 
The Council is required to set an authorised limit, which is a self-imposed 
maximum borrowing limit, and an operational boundary, which is an indicator to 
focus day-to-day treasury management and ensure that the authorised limit is not 
breached. The Authorised Limit reflects a level of borrowing which, while not 
desired, could be afforded but might not be sustainable. The 
operational boundary is a key management tool for in-year monitoring. A 
separate limit is set for ‘other long term liabilities’ to recognise the other 
alternatives to borrowing, such as finance leases, that, although not currently 
used, will likely be used to finance capital expenditure in future. The 
recommended authorised limit and operational boundary proposed for the next 
three years is as follows:  
 
 

Operational 
Boundary  

2014/2015 
Estimate 

2015/2016 
Estimate 

2016/2017 
Estimate 

2017/2018 
Estimate 

Debt £15 million £24 million £26 million  £26 million 

Other long term 
liabilities 

    

Total £15 million £24 million £26 million £26 million 

 
 

Authorised 
Boundary 

2014/2015 
Estimate 

2015/2016 
Estimate 

2016/2017 
Estimate 

2017/2018 
Estimate 

Debt £20 million £30 million £30 million £30 million 

Other long term 
liabilities 

    

Total £20 million £30 million £30 million £30 million 

 
The level of operational and authorised debt boundaries have been increased 
from those approved in 2014 in recognition of the proposal to fund unallocated 
and priority works through borrowing. 
 
Treasury Management Indicators 



 

 

 

 

 
The Treasury Management Indicators are set as a means of aiding a prudent 
borrowing and investment strategy. The predominant indicator is that the Council 
has adopted the CIPFA Code of Practice for Treasury Management in the Public 
Services. The Council has adopted the Code and complies with its requirements.  
The Prudential Code further requires three specific indicators to be calculated 
each year to set limits to the exposure to risk of additional costs that might arise 
from treasury management. These indicators are outlined below.  

 
Upper limits for interest exposure from use of fixed and variable interest 
rates 
 
The Council’s borrowing is all at fixed rate. The risk from exposure to variable 
interest rates is therefore currently limited to investments and any short term 
cash flow borrowing that may be necessary. Fixed rate investments reduce 
uncertainty but the flexibility arising from variable rate investments may be 
advantageous and necessary for at least part of the investment portfolio. The 
proposed upper limits for exposure calculated with respect to projected interest 
receivable are:         
 

Upper Limits for interest rate 
exposure for 2015/16 –2017/18 

%  

Upper limit - fixed rate 100 

Upper limit  - variable rate 50 

 

Upper and lower limits for the maturity structure of the Council’s debt for 
the forthcoming year 
 
The risk associated with the maturity structure of debt is dependent on whether 
that structure might require an Authority to refinance debt at a time of volatile 
interest rates. The Council has a new PWLB loan, arranged on 29 January 
2015, which in accordance with PWLB regulations cannot be repaid within the 
first 12 months.  In addition, the Council has a LOBO loan, which has a six 
monthly call option (March/September each year), therefore this could be 
triggered with only 2 days notice.  However, the policy applied in previous years 
and is still current (funds permitting) is to repay such borrowing from investment 
balances, thus mitigating the risk to some extent.   If a new external loan was 
required in order to repay the LOBO Officers would consider the appropriate 
structure of such a loan at the time. The LOBO is deemed to be fixed until its 
maturity date.   
 
In addition, the Council is considering a number if capital projects which will 
require external borrowing.  To provide the Council flexibility in structuring any 
borrowing, and not to limit options, the following upper and lower limits for 
maturity structure are proposed.   



 

 

 

 

 

Maturity structure of debt for 

forthcoming year (2015/2016 to 

2017/2018) 

Upper 

Limit 

Lower 

Limit 

Under 12 months   75% 0% 

12 months and within 24 months 100% 0% 

24 months and within 5 years 100% 0% 

5 years and within 10 years 100% 0% 

10 years and above 100% 0% 
 

Upper Limit for Total Principal Sums Invested Over 364 Days 
 
The risk involved in being forced to realise an investment before maturity 
increases with the investment term. The limits are set with regard to the Council’s 
liquidity requirements and to reduce the need for early redemption of an 
investment, and are based on the availability of funds.  Whilst the Council does 
not presently have any sums invested over 364 days, it is proposed to retain the 
present upper limit of £3.0 million to give some investment flexibility whilst limiting 
risk exposure.  This headroom is unlikely to be used in 2014/15. 
 
 

Maximum principal sums invested over 364 days 

 2014/2015 2015/2016 2016/2017 2017/2018 

Principal sum £nil £3 million £3 million £3 million 

 
 
 



 

 

APPENDIX F 
RESERVES AND BALANCES 

 
INTRODUCTION 
 
The Council’s reserves and balances underpin the sustainability of both the 
revenue and capital financial plans. This policy sets out the guidance on what is 
considered to be best practice for the level and utilisation of reserves and 
balances as well as the governance arrangements surrounding the approval of 
contributions to and from reserves. 
 
To aid the understanding of the many Council reserves they have been 
summarised into the following three categories: 
 
(a) General Fund Balance 
(b) Corporate Reserves 
(c) Operational Reserves and Balances 
 
GUIDANCE ON LOCAL AUTHORITY RESERVES AND BALANCES 
 
When calculating their budget requirement the Local Government Finance Act 
1992 requires Councils to have regard to their level of capital and revenue 
reserves needed for meeting estimated future expenditure. 
   
The Director of Business Support, being the appointed Section 151 Officer, is 
required to advise the Council on the level of reserves it should hold in order to 
ensure a sound financial standing, and also ensure that clear protocols exist for 
their establishment and use. Clearly a well-managed Council, with a prudent 
approach to budgeting, should be able to operate with a relatively low level of 
General reserve. The external auditors are in turn required to review the level of 
reserves and financial performance over a period of time. However, it is not the 
responsibility of the auditor to prescribe an optimum or minimum level of 
reserves.  
 
The introduction of the Prudential Code for Capital Finance (The Code) 
reinforces the safeguards for financial planning. The Code emphasises the 
requirement to consider affordability when making decisions about the Council’s 
future capital programme. The development of five-year revenue forecasts and 
long term capital programme focus greater attention on the levels and application 
of the Council’s Balances and Reserves.    
 
OPTIMUM RANGE OF RESERVE BALANCES 
 
In order to assess the adequacy of unallocated reserves the Council must take 
into account the strategic, operational and financial risks that it will face in both 
the long and short term. 



 

 

 
In recent years the Council has set a high-risk budget, characterised by the need 
to achieve a high levels of savings, significant reductions in the workload for 
trading accounts, and budgets that include large levels of seasonal income that 
are heavily weather dependant. A reasonably high level of reserves was 
preserved to mitigate these risks.  
 
The development of the Financial Strategy and embedding of the Medium Term 
Financial Plan and Risk Strategy allows the Council to be less cautious when 
prescribing its minimum level of retained balances however future year budgets 
will continue to be particularly high risk due to the impact of the current economic 
conditions, cuts in external funding, increased budgetary risks associated with 
the localisation of business rate income, pressure on capital budgets and the 
high levels of savings needed to balance the budgets.  
 
The criteria for corporate reserves will remain unchanged and are set out below:  
 
Table F1 – Criteria for Optimum Reserve Levels 

 
Any in year variance to these limits will be reported to Cabinet, who will consider 
the required action.  

 RESERVE OPTIMUM RANGE 

a) General Fund Balance The balance to be maintained within the 
range of £2.0m to £3.0m. 
 

b) Corporate Reserves:  
 Capital Contingency 

Reserve 
 

The balance to be maintained within the 
range of £0.5m to £1.5m  
 

 Capital Development 
Reserve 

The approved expenditure from the fund 
will be match its resources over a 10 
year planned period 
 

 Insurance Reserve A minimum balance to be maintained in 
the medium term of £1.350m 
 

 Pension Reserve The balance be maintained within the 
range of £0.1m to £0.75m 
 

 Value for Money Reserve The approved expenditure from the 
reserve not to exceed the resources 
available in any one year 
 

c) Operational Reserves Reserves are held for specific purposes 
therefore no predetermined range.   
 



 

 

PURPOSE AND ADEQUACY OF THE COUNCIL’S RESERVES AND 
BALANCES 
 
General Fund Balance 

 
This reserve represents an accumulated working balance to meet future 
contingencies.  The balance of the reserve at 31 March 2014 was £2.892m.  
 
The General Fund Reserve incorporates monies that were specifically set aside 
to fund the costs of potential legal proceedings and insurance risks (£192k).  
Although it is not anticipated that there will be any requirement to draw monies 
from the General Fund Reserve to support the on-going revenue budget in 
2015/16 monies may need to be drawn down to settle these outstanding claims. 
As the timings and values of the outstanding claims are uncertain they are not 
built into the 2015/16 budget; however they will be drawn down from the General 
Fund Reserve as and when they are required 
 
In addition, Cabinet (14/393) agreed to utilise £190k of the General Fund 
balance, previously set aside to support the operations of Whitby Harbour Board, 
to undertake urgent structural works at Eskside Wharf.   
 
The uncommitted balance at 31 March 2015 of the General Fund is forecasted to 
be £2.510m. 
  
Capital Contingency Reserve 
 
This reserve is essential in the management of Capital Resources. 
 
There are two likely uses for the Capital Contingency Reserve.  
 

(i) it will provide a flexible and responsive resource to fund small-scale 
ad hoc capital schemes. 

 
(ii) It will provide contingency funding for potential additional costs 

incurred on the existing capital programme.  
 
The uncommitted balance on the Reserve currently stands at £500k and a further 
revenue contribution of £100k will be transferred to the reserve in 2015/16.  
 
Due to the Council’s funding constraints it is important that the Council carefully 
manages its levels of budgetary risk, therefore the Contingency Reserve will 
continue to be monitored closely as part of the Councils structured financial 
management processes. 
 
Capital Development Reserve 
 



 

 

The Capital Development Fund underpins the Capital Strategy. It unifies all 
capital resources with the intention of focusing investment into priority areas over 
the medium term. The Capital Development Reserve aims to match resources to 
investments over a 10-year period. Current projections show an overcommitted 
balance of £674k over the ten year period. 
 
The Council has an aim to reduce this overdrawn balance to at least £500k by 31 
December 2015. 
 
The Capital Development Reserve makes no provision for essential and priority 
asset management and infrastructure works. Future capital receipts will be 
earmarked to address these works and increases in unsupported borrowing have 
been factored into future year revenue projections. 
 
Insurance Reserve 
 
The Insurance Reserve covers risks which are by their nature difficult to insure 
such as cliff slippage and certain storm damage, and risks which are generally 
uneconomic to insure such as damage due to leakage from water pipes and the 
theft of small items of equipment. The fund also meets the cost of some 
insurance excesses.  
 
The balance of the insurance reserve was £1.593m at the 31 March 2014 and 
this has increased during the year to £1,683k following contributions into the 
reserve for self-insurance. 
 
The Council have, however, earmarked £405k of this balance to resurface a 
number of footways across the Borough.  Funding for this work is not available 
from existing resources but the works are required to ensure that the Council is 
not exposed to increased numbers of insurance claims as a result of poor quality 
infrastructure.  These works will be carried out over a five year period as the 
assets reach the end of their lives.  The balance of the reserve, including 
contributions in 2015/16, is expected to be £1,423k at 31 March 2016. 
 
Pension Reserve 
 
The pension reserve is used to meet the upfront costs associated with the added 
year’s element of employees’ pensions and redundancy costs when compulsory 
redundancy occurs. 

 
The forecast balance at 31 March 2015 is £1.156m after taking into account 
forecasted expenditure of £278k during 2014/15 (of which £215k has already 
been incurred).   
 
The budget proposals for 2015/16 have outlined a reduction of 8.24 FTE’s, whilst 
some of these posts are currently vacant, some savings will be achieved through 



 

 

compulsory redundancy.  The estimated costs of these redundancy payments 
(including term pension costs) is £159k. 
 
The revenue budget makes provision for an annual contribution of £201k to the 
reserve and therefore current projections anticipate that the uncommitted 
balance on the reserve will increase slightly to £1,198k during 2015/16. 
 
Whilst this balance is in excess of the optimum range, it is recognised that this 
reserve will be subject to a particular strain over the short to medium term as the 
Council delivers the high level of savings targets needed to balance its revenue 
budget.  The current balance is therefore considered to be appropriate.  
 
Value for Money Reserve 
 
The balance of the Value for Money reserve at 31 March 2015 will be £20k and 
no further contributions will be made into it in future years. 
 
The 2013 Financial Strategy approved that the reserve would be used to fund a 
£20k annual contribution to Welcome to Yorkshire in 2014/15 and, once this has 
been done, no monies will remain in the reserve.  
 
Operational Reserves 
 
These reserves are held for corporate areas as well as each Directorate. The 
reserves primarily relate to accumulated under spending that has been carried 
over to support known future operational requirements.   

 
All transactions to and from these reserves are subject to the approval and 
review of the Section 151 Officer, in accordance with the Council’s Financial 
Regulations, and the broad Policy Framework. Any proposed use of the reserves 
not within the overall Policy Framework would be reported to Cabinet / Council.  

 
There are no predetermined ranges set for these reserves however they are 
reviewed by Senior Management on an annual basis. Any amounts that are 
deemed to be surplus to requirements are released to corporate reserves so that 
they can be taken into account in the Council’s budget setting process.  



































APPENDIX H 
RISK ASSESSMENT AND SENSITIVITY ANALYSIS 

 

 

Risk Likelihood Seriousness How we will manage the risk 

Non achievement of income targets  Medium High  See sensitivity analysis below for high risk areas. 

Fluctuations in inflation, Government 
Grants and changes in legislation 

Medium High  Reviewed through the Financial Strategy and monitored 
throughout the year. 

 Any changes in legislation fully considered. 

 Ensure that the minimum level of reserves is maintained to 
mitigate against risks. 

 Ensure that authorities interests are represented through the LGA 
and other groups. 

Budgets are overspent Medium High  Robust budget setting process  

 Month end close downs and automated reports produced for 
managers developing a culture of awareness and ownership 

 Regular monitoring with corrective action 

 Effective project planning and management 

 Ensure contingency sums where budget constraints allow 

 See sensitivity analysis below for high risk areas 

Savings are not achieved Medium High  Regular budget monitoring to identify issues at early stage 

 Where savings are not achieved alternative savings must be 
identified 

 Establishment of reserves to mitigate against non achievement of 
savings 

Reserves are inadequate Medium High  Minimum levels of reserves are set and reviewed each year with 
consideration given to budget risks. 

 Reserve balances are reported to Cabinet on a quarterly basis 
and any breaches of minimum levels are highlighted 

 Minimum levels reviewed in line with changing economic 
conditions 

 Temporary increase in maximum balance on General Fund 
Reserve agreed during 2013/14 to reflect known insurance and 
legal risks 

Changes in usage and demand affects 
revenue streams 

Medium High  Regularly monitor income 

 Review trends  

 Take appropriate action to mitigate downward trends 
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RISK ASSESSMENT AND SENSITIVITY ANALYSIS 

 

 

Risk Likelihood Seriousness How we will manage the risk 

 Ensure income budgets are not too demanding 

Budget does not reflect corporate 
priorities 

Low High  Ensure corporate involvement in the budget process 

 Early consideration of budget pressures and changes in legislation 

 Regular reporting to CFSG 

 Approved scoring criteria for prioritising capital and revenue bids 

The capital programme is not 
affordable 

Medium High  All schemes are monitored through the 10 year Capital 
Development Reserve 

 Capital contingency reserve provides a balance to mitigate against 
overspends on capital schemes 

 Regular monitoring and reporting to ensure potential overspends 
highlighted as early as possible 

 Inclusion of increased borrowing in future year revenue projections 

Poor planning with decisions being 
made without proper consideration / 
consultation 

Low High  Develop a long term Financial Strategy 

 Set out a clear budget timetable 

 Regular updates to Members 

 Effective consultation process focused on achieving responses 
from the full demographic of the borough 

The Budget does not assess equalities 
impact on its population and 
community groups 

Medium Medium  Each savings proposal included in the 2015/16 budget has had an 
‘Equalities and Diversity Assessment’ carried out. 
 

There are insufficient resources to 
meet the needs of asset management 

High High  A specific budget has been allocated to asset management over a 
10 year period 

 All schemes are prioritised 

 Borrowing has been factored into the 2015/16 and future year 
budgets to fund essential asset management works  

 The Council is undertaking a review to rationalise its assets 

 An asset management strategy has been developed 

Increase in number of households 
claiming Council Tax Support 

Medium High  Monthly monitoring to report on numbers and cost of claims 

 A “new and cheaper rebate scheme” introduced 

 Rebate scheme has been reviewed for 2015/16 and will be 
regularly reviewed going forwards 

 Risk shared by all 4 major precepting authorities 
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Risk Likelihood Seriousness How we will manage the risk 

 Any shortfall included in Collection Fund calculation for following 
year so there is time to plan for any income shortfalls 

Businesses fail and empty premises 
lead to lower NNDR collection rates 

Medium High  Monthly monitoring in place to look at discounts awarded and 
overall tax base 

 Council focused on economic growth 

 Council entered a North Yorkshire business rate pool from 
2014/15, which has been extended for 2015/16, which should 
reduce the risk of a shortfall and maximise the retention of any 
surplus. 

Budget problems identified during 
2014/15 recur in future years and have 
not been addressed within the 2015/16 
budget (see Appendix H2 for specific 
areas) 

Medium High  Growth provided for areas deemed likely to recur. 

 Areas of concern where growth has not been provided have been 
raised with the responsible director, and they have agreed to 
carefully manage the areas in 2015/16 

 Monthly monitoring of budgets 

 Establishment of contingency budgets to mitigate potential 
shortfalls. 

 
 
 











APPENDIX H2 
 

SPECIFIC BUDGETARY RISKS IDENTIFIED FOR 2015/16 
 

 

Based on the financial monitoring undertaken throughout 2014/15, and 
knowledge of changes that will take place in the 2015/16 year, the following 
areas are considered to represent a specific financial risk in the 2015/16 
budget.  These have been brought to the attention of the relevant Director and 
Service Unit Manager and they have agreed to review these areas and aim to 
mitigate the risk of a budgetary shortfall arising / recurring in 2015/16. 
 
Whitby Harbour Car Parking 
 
Whilst the overall  income generated from off-street parking throughout the 
Borough has exceeded target during both 2013/14 and 2014/15, 
disappointingly the £100k saving specifically identified by the Car Parking 
Review Group in relation to increased income from the Marina Back car park 
has not been achieved during either year. 
 
Without interjection this position is unlikely to improve in future years and, 
whilst the car parking review group has looked at fees in general over this 
period, it has not specifically addressed the income shortfall from Marina 
Back. 
 
Whilst some of the increased income achieved during 2014/15 has been 
included as a saving within the budget proposals it is hoped that the 2015/16 
targets for some car parks are lower than the income that will be generated.  
Officers will review this throughout the year with a view of increasing the 
targets on some sites to allow a reduction of the budget at Marina Back. This 
position will continue to be monitored and reported through the quarterly 
monitoring process. 
 
Tourist Information Centre income 
 
The income generated from the Tourist Information Centre sites continues to 
underperform against budget.  The projected year end deficit for 2014/15 is 
£31k despite growth being provided in recent budgets. 
 
A report to Cabinet in September 2014 (14/247) highlighted that the current 
TIC budgets are based on the premise that the provision of tourist information 
at the Councils four TIC's is subsidised by income generated from sales and 
commission from accommodation booking and events ticket sales 
commission.  Over the last 3 years however the TIC's have seen a year on 
year reduction in footfall of more than 50% and this has had a significant 
adverse impact on income generation.  This trend relates to the increased use 
of the internet to pre-book and research information prior to a visit or holiday. 
 
Although budgetary targets have been reduced significantly in recent years to 
try and address this reduction in income there is no desire to reduce these 
targets further.  A fundamental review of the TIC service is therefore being 
undertaken based on actual trends and data from the last three years to 
identify options to change the delivery of tourist information and address the 
decline in profitability. 
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This review has initially recommended the closure of the Brunswick TIC and 
the transfer of the information provision to the Stephen Joseph Theatre.  This 
will take place during March 2015. No growth has been included within the 
2015/16 budgets proposals to address the decline in profitability since it is 
envisaged that the review of the service, outlined above, will ensure that 
targets can be met in future years. 
 
Safer Communities  
 
The Safer Communities budget has historically been funded through external 
grants and contributions.  Funding reductions to public bodies in general has 
created uncertainty about the continuation of these funding streams. 
 
The Police and Crime Commissioner has committed to funding for 2015/16 
and enough funds are secured to cover the staffing costs of the service next 
year.  Less funding is likely in future however and, whilst one-off resources are 
in place to cover the costs of the unit in the short-term a full review of the 
service would need to be undertaken should funding not be available. 
 
Vehicle Repairs and Fuel 
 
An aging vehicle fleet and the retention of vehicles, (which were put forward 
as savings within both the 2012/13 and 2013/14 budget proposals), for longer 
than anticipated led to an increased level of repairs during 2013/14. 

 
It was envisaged however that since the Council took delivery of eight new 
refuse freighters towards the end of 2013/14 that these costs would reduce 
during 2014/15.  This saving hasn’t fully materialised however and an external 
review of the Council’s fleet arrangements will be undertaken during 2015/16.  
This review will look at the servicing and repair process and also whether it 
would be more economical for the Council to lease rather than purchase some 
of its fleet vehicles. 
 
Pleasingly fuel prices have reduced in recent months and, should this 
continue, this will help the achievement of this budget next year. 
 
Open Air Theatre 
 
When the decision was taken to redevelop the Open Air Theatre a budget was 
agreed with Apollo, a specialist external provider, to deliver performances at 
the venue. 
 
This agreement has now prematurely ceased and for the last three seasons 
the Council has been responsible for delivering entertainment at the venue.  
Having not run events such as these before council officers initially had to rely 
on specialist external resource to help source and deliver high calibre shows.  
This resource is expensive and therefore the cost of running the venue over 
this period has been higher than budget.  During this period however the 
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shortfall has reduced in each of the years as the Council relies less on 
external help and more on the experience gained by its own officers. 
 
A significant amount of work has already been undertaken for the 2015 
summer season and seven acts have been announced for the venue.  It is 
hoped that attracting top quality acts that appeal to various age ranges and 
announcing the dates as soon as possible will increase attendance at the 
venue and ensure that the budget can be achieved.  Management are working 
towards the aim of the venue breaking even next year and showing a profit 
against budget in 2017/18.































APPENDIX I 
REVENUE BUDGETS 2015/16 

 

Marine Drive 6 6 7 7 7 
Scarborough South 15 15 17 17 17 
Filey 5 5 6 6 6 
Cayton Bay - - - - - 

Cliff Maintenance Pre-
Planned Works 

42 42 49 49 49 

      
Cliff Maintenance 
Reactionary Works 

34 34 34 34 34 

Total Cliff Maintenance 
Works 76 76 83 83 83 

      
Capital Works      
North Bay Sea Wall 31 31 31 31 31 
Scarborough Coastal Risk 
Management 

15 15 - - - 

      
Total Cost of Coastal 
Protection Works 

231 231 231 231 231 





 

  

PAY POLICY STATEMENT 

 

Date of Issue: 1 April 2015 
Page: 158 
 

1.0 INTRODUCTION 
 

1.1 Section 38 - 43 of the Localism Act 2011 requires the Council to produce a policy 
statement that covers a number of matters concerning the pay of the Council's 
employees.  This Policy sets out the arrangements for salary and related allowances 
paid to employees of the Council.  It details the arrangements for the determination of 
salary, how salary levels are determined, the method for pay progression (where 
applicable) and the payment of allowances.   

 
2.0 WHO DOES THE PAY POLICY STATEMENT APPLY TO? 
 
2.1 This pay policy statement is required to cover the following posts:- 
 

a) Head of the Paid Service, which in this authority is the post of Chief Executive. 
 
b) Statutory Chief Officers, which in this authority are the posts of:- 

i) Director of Business Support.  
ii) Director of Democratic and Legal Services.  

 
c) Non-statutory Chief Officers which in this authority are the posts of:- 

i) Deputy Chief Executive.  
 

d) Deputy Chief Officers, which in this authority are the posts of:- 
i) Director of Service Delivery.  

 
3.0 DETERMINATION OF PAY 
 

Chief Officers 
 
3.1 The Council's policy on remunerating Chief Officers is set out below and in Appendix 

1.  For the purpose of the policy a Chief Officer is defined as the Chief Executive, 
Deputy Chief Executive and Directors.  It is the policy of the Council to establish a 
remuneration package for each Chief Officer post that is sufficient to attract and retain 
staff with the appropriate skills, knowledge, experience, abilities and qualities that is 
consistent with the authority’s requirements of the post in question at the relevant 
time.  The terms and conditions of employment for such Chief Officers are as 
specified in the Joint Negotiating Committee Conditions of Service for Chief Officers 
for Local Authorities as supplemented by Local Agreements.   

 
 Other Aspects of Chief Officer Remuneration 
 
3.2 Other aspects of Chief Officer remuneration are appropriate to be covered by this 

policy statement, these other aspects are defined as recruitment, pay increases, 
additions to pay, performance related pay, earn back, bonuses, termination payments, 
transparency and re-employment when in receipt of an LGPS pension or a 
redundancy/severance payment.  These matters are addressed in the schedule that is 
attached to this policy statement at Appendix 2. 
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 The Relationship between Chief Officer Remuneration and that of other Staff 
 
3.3 The highest paid salary in the Council is £106,370 which is paid to the Chief 

Executive (please note that the pay award has not yet been agreed for 2015/16).  The 
average salary in the Council is £20,008 pa (excluding the ‘Living Wage supplement).  
The ratio between the two salaries is 5.32:1.  The Council does not have a policy on 
maintaining or reaching a specific ‘pay multiple’, however the Council is conscious of 
the need to ensure that the salary of the highest paid employee is not excessive and 
is consistent with the needs of the Council as expressed in this policy statement.  The 
Council’s approach to the payment of other staff is to pay that which the Council 
needs to pay to recruit and retain staff with the skills, knowledge, experience, abilities 
and qualities needed for the post in question at the relevant time, and to ensure that 
the Council meets any contractual requirements for staff including the application of 
any local or national collective agreements, or authority decisions regarding pay. 

 
 The Lowest Paid in the Workforce 
 
3.4 The Council applies terms and conditions of employment that have been negotiated 

and agreed through appropriate collective bargaining mechanisms (national or local) 
or as a consequence of Council decisions, these are then incorporated into contracts 
of employment.  The lowest pay point in this authority is Scale 1, point 5 (Scale 1A), 
which currently equates to an annual salary of £13,500 (i.e. £6.9974 per hour).  This 
pay point and salary was determined by the Council as part of a pay scale for 
employees employed on Local Government Services’ Terms and Conditions with 
effect from 1 January 2015.  The pay rate is increased in accordance with any 
national pay settlements which are reached through the National Joint Council for 
Local Government Services   In accordance with the 2014/15 pay settlement for 
employees employed on Local Government Services’ Terms and Conditions Scale 1, 
point 5 (Scale 1A), is to be removed with effect from 1 October 2015 after which the 
lowest pay point in this Council will be Scale 1, point 6 (Scale 1A), which currently 
equates to an annual salary of £13,614 (i.e. £7.0565 per hour).  It should also be 
noted that this Council has adopted the payment of the ‘Living Wage’ of £7.65 per 
hour with effect from 1 July 2014, which is paid as a supplement to the nationally 
agreed rate for all employees on spinal column points 5 to 10 inclusive. 

 
 Salary on Appointment 
 
3.5 The post will be advertised and appointed to at the appropriate approved minimum 

point of the grade for the post in question unless there is good evidence that a 
successful appointment of a person with the required skills, knowledge, experience, 
abilities and qualities cannot be made without varying the remuneration package.  In 
such circumstances incremental advancement within the grade range is appropriate 
under the Council’s policy. 

 
 
 
 Flexibility to Address Recruitment Issues for Vacant Posts 
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3.6 In the vast majority of circumstances the provisions of this policy will enable the 
Council to ensure that it can recruit effectively to any vacant post.  There may be 
exceptional circumstances when there are recruitment difficulties for a particular post 
and where there is evidence that an element or elements of the remuneration 
package are not sufficient to secure an effective appointment.  This policy statement 
recognises that this situation may arise in exceptional circumstances and therefore a 
departure from this policy can be implemented without having to seek full Council 
approval for a change of the policy statement.  Such a departure from this policy will 
be expressly justified in each case and will be approved through an appropriate 
authority decision making route. 

 
Salary on Promotion 

 
3.7 On promotion employees should normally be placed on the minimum point of the 

grade of the post.  However, managers, in consultation with the Human Resources 
Manager, has discretion to award higher starting points within the grade range where 
justified by skills and experience of the candidate. 

 
Pay Progression/Increases 

 
3.8 The Council will apply any pay increases that are agreed by relevant national 

negotiating bodies and/or any pay increases that are agreed through local 
negotiations.  The Council will also apply any pay increases that are as a result of 
authority decisions to significantly increase the duties and responsibilities of the post 
in question beyond the normal flexing of duties and responsibilities that are expected 
in senior posts.  Beyond this the Council would not make additional payments outside 
those specified in the contract of employment. 

 
 Approval of Salary Packages in Excess of £100k 
 
3.9 The Council will ensure that, at the latest before an offer of appointment is made, any 

salary package for any post that is in excess of £100k will be considered by full 
Council.  The salary package will be defined as base salary, including any bonuses, 
fees, routinely payable allowances and benefits in kind that are due under the 
contract. 

 
 Amendments to the Policy 
 
3.10 As the policy covers the period 1 April 2015 to 31 March 2016, amendments may 

need to be made to the policy throughout the relevant period.  As the Localism Act 
2011 requires that any amendments are approved by the Council by resolution, 
proposed amendments will be reported to the Appointments Committee for 
recommendation to the Council. 

 
 Policy for Future Years 
 
3.11 This policy statement will be reviewed each year and will be presented to full Council 

each year for consideration in order to ensure that a policy is in place for the Council 
prior to the start of each financial year  



 

  

PAY POLICY STATEMENT 

 

Date of Issue: 1 April 2015 
Page: 161 
 

 
4.0 FURTHER INFORMATION 
 
4.1 Further information on this policy can be obtained from the Human Resources Manager in the first instance.  
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1. Introduction 
 
This Property Asset Management Strategy (PAMS) covers the period until 2016 
and sets out the Council’s property related requirements and how its property 
portfolio will be managed.  The PAMS sets out the Council’s approach and 
priorities over the four year period, how strategic decisions will be taken to 
deliver these priorities, and the information to inform decision-making. 
 
Asset Management for Scarborough Borough Council is defined as: 
 
“ensuring best value for money from assets in serving the strategic needs 
through the management of these assets both on a day-to-day basis 
through maintenance and operations and in the medium to long term by 
strategic and forward planning” 
 
The Council has a large property and land portfolio with a book value of £112 
million (as at 31 March 2014 balance sheet). The buildings portfolio consists of 
496 owned properties, together with 6 held on finance leases equating to a book 
value of £57.9 million. The Council owns a further 19 properties which it leases 
out on a finance lease, subsequently these assets are held off balance sheet in 
line with proper accounting practice. The land portfolio consists of 566 parcels 
of land with a book value of £51.5 million. The Council has approximately 1,100 
separate tenancies/ licences producing an annual income in the region of £2.9 
million throughout 2013/14. These sources of revenue contribute to the Medium 
Term Financial Strategy and helps keep Council Tax down. 
 
It is important for all local authorities, as major owners and occupiers of land and 
buildings, to justify their holdings. The Director of Business Support has overall 
responsibility for managing the Council’s property portfolio and producing this 
PAMS. The PAMS provides a strategic overview of the Council’s property 
assets and the systems, processes and policies in place or being progressed to 
manage and maintain them. It also provides a framework for challenging and 
reviewing the reasons for continuing to hold these assets. 
 
The preparation and production of this PAMS has been aligned with the budget 
setting process. The economic downturn means that the Council is still faced 
with unprecedented financial pressures on their capital expenditure and revenue 
costs. Savings are increasingly hard to find as many of the easiest cost 
reducing exercises have already been implemented. 
 
Changes in the competitive, economic, financial and regulatory conditions call 
for changes in the corporate organisation to meet the new business 
environment. 
 
Corporate re-organisation and restructuring is an area that can enhance a 
company’s competitive position by making changes to assets, financial 
structures, organisational structure, corporate governance and ownership. 
 
The Action Plan, attached as Appendix A, identifies the actions required for 
the period up to and including 2016 (the expiry of this Strategy). The 
Council is making progress in developing its strategic approach to asset 
management and this PAMS aims to continue the development and 
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improvement of our asset base to support the delivery of the corporate 
vision and achieve value for money.  Asset Management has adopted a six 
stage process to deliver its outcomes. 
 
 Understanding - setting out the strategic framework by identifying the 

corporate and service aims, objectives, standards and constraints. 
 

 Knowledge - understanding the supply and demand models for land and 
property and prioritising within the strategic framework. 

 
 Comparing - analysing data against target standards and best practice 

benchmarks. 
 

 Prioritising - taking the priorities and carrying out option appraisals to 
identify and plan actions and the procurement of project resources. 

 
 Delivery - carrying out the investment and disposal plans. 

 
 Improve - ongoing performance measurement of both the product (assets) 

and processes for internal and external benchmarking. 
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2. Related Documents 

The Council’s Property Asset Management Strategy is linked with and supports 
service priorities and the Council’s other strategies and plans: 
 
 Sustainable Community Strategy 
 Corporate Plan 2011-2016 
 Corporate Equalities and Diversity Scheme  
 Financial Strategy 
 Energy Strategy  
 ICT Strategies  
 Sustainability Policy 
 Sustainable Development Strategy 
 Procurement Strategy  
 Corporate and Service Plans  
 Local Plan 
 Human Resources Policies and Strategies 
 Housing and Homelessness Strategies 
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3. Corporate Vision and Priorities 

a) Corporate Plan 
 
The Council’s Corporate Plan sets out our vision, mission and key aims for the 
five year period 2011-2016 and explains how these will be achieved. 
 
Our vision is 
 
“To be the best.” 
 
This will be achieved through our four key aims: 
 
Aim 1  Safe and Healthy 
Aim 2  Prosperous  
Aim 3  Inclusive and Vibrant 
Aim 4  Quality Environments 
 
Within each aim are a number of priorities, which have been chosen following 
consultation with the local communities. The top priorities are: 
 
 Safer Communities 
 Strong and Diverse Economy  
 Community Cohesion and Participation 
 Protecting Local and Global Environments 
 
The development of a more corporate and strategic approach to capital and 
asset planning continues to be an important ingredient to providing accessible 
and continually improving services and can contribute to creating a better 
place for those living in, working in or visiting the Borough. There is a clear 
focus on corporate objectives and priorities in the work of the Capital Finance 
Officers, especially in the context of the appraisal and prioritisation of capital 
projects. 
 

b) Delivering the Vision 
 
Corporate Planning and Local Strategic Partnership 

 
The Council’s Corporate Plan ‘To be the best’ details the Council’s vision, 
mission, and key aims for the five year period 2011-2016 and explains how 
these are to be achieved. The Council is committed to improving the quality of 
life in the Borough and the Corporate Plan is designed to make sure that all 
services are working towards this goal and successful outcomes are achieved 
for the Borough. 

 
The Aims have been chosen to provide a framework and context for the work of 
the Council taking into account national, regional and local strategies and 
priorities. These direct our services to tackle key issues for the Borough and 
reflect the priorities of local residents. 
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There are many different issues which reflect the quality of our lives and there 
are a wide variety of organisations involved. It has been recognised that the 
Council and its partners need to work together to make a difference. 
 
In order to achieve this, the Council has taken the lead in the development of a 
Sustainable Community Strategy and has involved a wide range of partners 
from the public, voluntary and community sectors in its development. The 
Council’s Corporate Plan aims and priorities are linked to those of the 
Sustainable Community Strategy and sets out how its services will contribute 
to the implementation of the Community Strategy and how this in turn is 
supported by other strategies and plans. 
 
Progress against the Corporate Plan aims and priorities and the Community 
Strategy is measured through the Council’s performance management 
framework which sets annual targets through a number of performance 
measures e.g. local and national indicators, critical success factors etc. The 
progress is monitored and reported on a quarterly basis. 
 
Sustainable Community Strategy 
 
The Council falls within the boundary of North Yorkshire and in addition to the 
development of the Council’s Corporate Plan and local Community Strategy 
there was a need to establish regionally an overarching vision for the area of 
North Yorkshire. To achieve this, a Sustainable Community Strategy (SCS) for 
North Yorkshire was developed which sets out the overarching vision for the 
economic, social and environmental well-being of North Yorkshire. The 
Borough’s Community Strategy and those of the other districts in North 
Yorkshire were used to inform the priorities of the SCS. 
 
Engagement and Consultation 
 
The Council’s Corporate Plan, Vision, Aims and Priorities and the Community 
Strategy were all subjected to consultation with stakeholders. There are 
arrangements in place for consulting and engaging with the public and 
stakeholders on a number of other areas, such as service delivery etc and this 
is through a range of mechanisms i.e. Residents and Business panels, Area 
Forums, Council’s website, and Borough newspaper. A corporate complaints 
process is in operation and is being further developed to generate learning 
from complaints. Surveys with residents, stakeholders and focus groups are 
regularly carried out and these are used to monitor public satisfaction. 
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4. Strategic Issues 

Asset Management Objectives 
 
This Property Asset Management Strategy sets the property context for the 
Borough and the Council’s property function within its corporate priorities and 
strategic goals. It will ensure that the Council’s focus is on actions and 
outcomes that will maximise income whilst effectively supporting improved 
service delivery and customer satisfaction. The corporate property objectives 
will: 
 
 Optimise the contribution our property assets make to the Council’s 

strategic and service objectives. 
 

 Prioritise investment in our operational assets to meet current and 
future service delivery needs. 

 
 Provide a cohesive rationale for the ownership, occupation and 

management of the Council’s assets. 
 

 Ensure the maximum return from our commercial portfolio and land 
holdings. 

 
 Reduce the environmental impact of our operational property assets. 

 
 Use our assets to encourage new developments, re-developments and 

urban regeneration. 
 
Through the strategic use of its property assets the Council aims to achieve 
value for money, cost effectiveness and efficiency leading to improved 
customer and stakeholder satisfaction, improved affordability, compliance with 
related statutory and regulatory codes, improved corporate management, 
environmental improvements and enhanced joint and partnership working 
arrangements. 
 
As well as supporting the delivery of local priorities, asset management must 
respond to national initiatives and priorities. In developing our PAMS the most 
important of these are: 
 
 Accelerate new ways of working and office rationalisation. 

 
 Develop and strengthen organisation and management arrangements that 

support the operation of robust Property and Asset Management processes 
including organisation design, governance, policies, data and performance 
management. 

 
 Invest in data and performance management. 

 
 Enhance strategic asset planning and utilisation of the local authority asset 

base. 
 

 The impact of the current economic climate on the Council’s resources will 
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place an even greater emphasis on the need to achieve efficiencies and 
savings to maximise the resources that can be channelled into tackling key 
priorities. This has powerful implications for the ownership, disposal and 
management of property and land. 

 
The delivery of these objectives is through the following aims: 
 
 Align the use of property resources to the Council’s corporate aims. 

 
 Measuring the effectiveness of the property portfolio and property projects 

using performance indicators that link assets to the delivery of desired 
outcomes, utilising the Council’s performance management system. 

 
 Ensuring that our property assets are fit for purpose, suitable, sufficient 

and support the delivery of excellent services. 
 

 Having an effective approach to declaring property surplus to requirements 
and disposing of it, in order to maximise the opportunity costs and reduce 
expenditure incurred in holding property. 

 
 Embedding of the Council’s Project Management arrangements, ensuring 

that asset management practice accords with the project management 
process. 

 
 Making investment and disposal decisions based on effective appraisal of 

the options available to meet requirements and on whole life costing basis. 
 

 Measuring the efficiency and cost effectiveness of our property portfolio 
using performance measures that can be benchmarked against other local 
authorities and external organisations to support value for money 
decisions. 

 
 Working with the voluntary and community sector to encourage the best 

possible use of Council assets. 
 

 Develop collaborative working arrangements with other public bodies in 
the Borough in order to share best practice and explore common property 
objectives. 

 
 Develop sustainable and environmentally responsible property management 

by ensuring long term needs are not compromised by short-term 
considerations. 

 
Achieving the Aims 
 
These strategic aims will be addressed in partnership with Service Areas by: 
 
 Challenging property utilisation in relation to fitness for purpose, adaptability 

to meet future needs and investigating alternative use potential by means of 
ongoing property reviews; 
 

 Ensuring the Council has quality data on property utilisation, running 
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costs and condition on which to base investment decisions; 
 

 Maintaining a strategic input to the preparation of the Local Planning 
Framework process to ensure that provision is made for Council services, 
for alternative or more beneficial potential to be realised from surplus or 
under-utilised properties and that developers contribute to the cost of 
providing Council services directly arising from their developments; 

 
 Maintaining a property disposal programme to realise the value of unsuitable 

or inefficient properties or sites with more beneficial use potential; 
 

 Improving the quality of support services with the aim of increasing 
customer satisfaction and reducing the maintenance backlog thereby 
demonstrating responsiveness to changes in legislation; 

 
 Promoting more innovative use of property including “hot desking” and 

shared use arrangements with partner organisations; 
 

 Using procurement as a tool to secure improved performance from 
consultants and contractors e.g. through partnering arrangements; 

 
 Improving quality of the built environment through sustainable and 

accessible development and the management of Health & Safety hazards 
such as asbestos and legionella; 

 
 Reviewing and clarifying roles and responsibilities for property management 

and development. 
 
Evaluating the Effectiveness of the Property Asset Management Strategy 
 
This will be achieved through: 
 
 Regular reports to the Resources Scrutiny Committee. 

 
 Regular meetings with the Cabinet Members with responsibility for Property 

related matters. 
 

 Regular meetings with the Asset Management Member Champions. 
 

 Review by the Council’s internal audit section, particularly in respect of 
governance issues. 

 
 Service unit consultation and customer feedback. 

 
 Reviewing the outcome and benefits of asset management capital schemes. 

 
 Monitoring achievements against targets set in the Director of Business 

Support Service Plan. 
 

 Reviewing and updating where necessary, the PAMS on an annual basis; 
 

 Monitoring mandatory and local key property performance indicators and 
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through benchmarking aspects of the service with comparator authorities 
such as: 

 
- Property condition and maintenance backlog 
- Cost of managing the property portfolio 
- Maintenance, energy performance and both energy and water costs. 
- Compliance with predicted costs and programme for capital projects 
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5. Maintenance and Budget 

Property assets are regularly inspected in order to establish the current stock 
condition.  This information is used to produce a programme for maintenance 
that is reviewed and updated annually. The estimated maintenance liability is 
reported to the Council annually through the Asset Management arrangements. 
 
Condition surveys are carried out on a five year rolling programme. The 
building condition is classified in accordance with ‘best practice’ categories 
issued by the Chartered Institute of Public Finance Accountant (CIPFA).  The 
categories are detailed in the Tables below: 
 
 
Building Condition Classifications 
 

A Good – performing as intended and operating effectively 
 

B Satisfactory – performing as intended and requiring minor repairs 
 

C 
 

Poor – exhibits various defects, each of which might not be significant 
in itself but together needs attention on a planned basis. 
 

D 
 

Life Expired – exhibits major deterioration. Serious risk of imminent 
breakdown or is health and safety hazard. 
 

 
Within each building condition classification is a further category for building 
performance.  Together the classifications establish a benchmark by which 
the property’s overall condition can be measured. 
 

Building Performance Classifications 
 

1 
 

Urgent – work that will prevent the immediate closure of 
premises and/or address an immediate health and safety risk to 
the occupants and/or a serious breach of legislation. 
 

2 
 

Essential – work required within two years that will prevent 
serious deterioration of the fabric of the building or services and/or 
address a medium health and safety risk to the occupants and/or 
remedy a less serious breach of legislation. 
 

3 
 

Necessary – work required within three to five years that will 
prevent deterioration of the fabric or services and/or address a 
low risk to the health and safety of the occupants and/or remedy a 
minor breach of legislation. 
 

4 
 

Desired – long term work required outside the five year 
planning period that will prevent deterioration of the fabric or 
services. 
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A corporate Property Repair Budget (PRB) is in place to provide a vehicle to 
finance repairs to Council owned property. The annual expenditure of the 
PRB is approximately £685,000 per annum, and the anticipated profile of the 
2015/2016 budget is detailed in Appendix D. The setting of the PRB does not in 
itself take account of the condition of the Council’s buildings; it is aligned to the 
priorities and affordability of the Council. 
 

At present the PRB is divided on a 60/40 split between planned and reactive 
maintenance expenditure. Through undertaking increased preventative 
maintenance the Asset Management team is seeking to re-align this in 
accordance with the widely recognised good practice standard of a 70/30 split 
between planned and reactive. 
Planned maintenance is informed from the data collected in the five year 
rolling programme of condition surveys.  
 
Responsive maintenance is where an element of a building has failed and 
repair is required in order to return the asset to a functional state. This type of 
maintenance is appropriate for non-significant items of plant, building fabric 
and items whose condition cannot be monitored. Responsive repairs are 
usually undertaken by the Council’s Asset Management operatives, supported 
through the Maintenance Frameworks that have recently been established. 
 
A forward plan is devised each year and is attached at Appendix D for the 
2015/2016 financial year.   
 
Asset Management Budget 
A number of years ago £300k was top sliced from the Council’s annual PRB and 
transferred to the Capital Development Reserve. This reflected that a proportion 
of the works required to the Council’s assets were capital in nature and 
subsequently should sit within the wider capital programme. 
 
These monies have been continually taken to the reserve and some of the funds 
have been utilised to progress asset management works. Based on the annual 
contributions made an amount of £2.434 million should be made available in the 
Capital Development Reserve for asset management works over the next 10 
year period.  
 
However, as detailed in the Medium Term Financial Plan the Capital 
Development Reserve projections show that, even before considering this 
expenditure, the Capital Development Reserve is overcommitted by £674k over 
the 10 year period. When added to the asset management allocation the total 
shortfall in capital resources stands at £3.108 million. 

 
The £300k top sliced from the property repair budget bears no resemblance to 
the level of capital asset management works required across the Council’s 
property holdings. To inform the capital budget process, and ensure that 
outstanding capital commitments are recognised in the Council’s Capital 
Strategy officers from Asset Management and Finance have undertaken an 
exercise to identify current maintenance liabilities and any funding sources 
available to address and progress them.  
This exercise identified priority and essential works required totalling £9.187 
million up to the period ending 2020.  A review of available budgets has 
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identified £1.510 million funding which can be used to part fund these works. 
This amount is made up of various sources of funding including existing PRB 
budgets, earmarked reserves which have been set aside in previous years 
specifically for this purpose and the re-investment of energy efficiencies into 
energy related works.  The exercise also identified essential works totalling 
£405k required to the hard grounds assets.  They do not form part of this 
Strategy though. 
 
The key elements of the unfunded works are summarised below: 
 
Scarborough Spa 

 
The works at the Spa relate primarily to significant restoration requirements to 
the roof. While the works will be completed over a number of years they are 
essential in nature and therefore require immediate precedence in the 
allocations of any future capital funding.  

 
Town Hall Civic 

 
The Town Hall Civic building has grade 2 listed building status and consequently 
the Council is statutorily obligated to carry out any required works to a specified 
standard. Works are required to the windows and stonework together with 
significant external repairs. In addition a new heat distribution system is required 
as part of wider heating works around the Town Hall buildings. While some of 
these works have been funded through existing capital budget allocations an 
amount of £487k still needs to be expended on the building.  

 
Public Conveniences 

 
The Council currently owns and maintains in the region of 55 Public 
Conveniences throughout the Borough. The running and maintenance of these 
facilities represents a significant draw on the Councils resources and an initial 
review indicates that refurbishment works of £603k are required. 

 
The future provision of Public Conveniences is currently subject to an Overview 
and Scrutiny review to establish a coherent long term strategy for their provision. 
Therefore until that review is completed limited works will be carried out to them.  
In addition, some of the public convenience assets are subject to individual 
decisions and strategies outside the scope of this analysis.  
 
Works covered by proposed Redevelopments 

 
The Filey Road Sports Centre and Scarborough Indoor Pool will be replaced by 
new facilities at the Leisure Village. Under the terms of the leisure operator 
contract the backlog of works at Whitby Leisure Centre will be addressed by the 
future operator of the Council’s leisure facilities.    

 
The Council is reviewing potential redevelopment opportunities for the Futurist 
and Town Hall site. The capital projections do not make provision for the costs 
associated with any such redevelopment as they cannot be quantified at this 
stage. It should be noted that if the redevelopment proposals do not go ahead a 
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minimum of £2.7 million would need to be expended on the building to bring it 
up to a usable standard.    
 
Managing the Maintenance Liability 
 
Required maintenance is reported annually across the portfolio and represents 
the total value of works required under the Building Condition and Performance 
classification to bring the portfolio back to a satisfactory condition. The 
condition survey is used to inform the budget setting process and feeds into 
the annual repair and maintenance programme. This maintenance is 
prioritised and allocations are made against both the revenue and capital 
budgets. The PRB funds are allocated as appropriate but where the works 
are outside the property budget remit bids for additional funding are made. 
 
Attached as Appendix C is the Property Repair Fund Expenditure Profile of 
required spend to the building fabric of the building assets the Council’s Asset 
Management Unit retains a maintenance obligation for. This shows that over 
the period of the Profile (15 years) the maintenance liability is in excess of 
£19 million. This profile will continually be reviewed and updated as further 
condition surveys are conducted, and buildings are acquired or disposed of, or 
return to the Council from a third party interest. There are certain Council 
building assets, such as the Open Air Theatre, that sit outside of the Property 
Repair Budget as they have their own maintenance budget. 
 
The Profile is constantly being reviewed and developed, with a view of including 
operational maintenance costs such health and safety inspections (legionella, 
LOLER etc). The intention is to develop a model that combines all of the 
maintenance costs to enable improved budgetary control, as well as 
providing comprehensive information for the asset challenge process. 
 
The Council has embarked on an expansive disposal programme, utilising 
various means such as formal sale, Community Asset Transfer and 
regeneration aspirations. 
 
It is clear that, with the limited resources, the Council has a challenge in 
meeting its maintenance demands, highlighting the need to focus on the 
issues required to meet this resource gap.  The Council must continue to 
challenge asset retention and explore other means of service delivery, for 
example Trusts, transfers and partnerships.  In addition, the Asset Management 
Unit must continue to explore additional capital investment either through the 
Council’s capital programme, Invest to Save schemes or external funding. 
 
 
 
 
 
 
 
 

 Notes £ £ 

Expenditure Profile 
Total 

  19,242,701 
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Funding Opportunity:    

Property Repair Budget £153k x 15 years 2,295,000  

Financial Strategy   1,510,000  

   (3,805,000) 

    

Asset Reduction:    

Futurist Building Regeneration 2,720,000  

Town Hall Regeneration 4,928,431  

Royal Albert Drive Cafe Regeneration  51,000  

Scarborough Indoor Pool Leisure Village    657,000  

Filey Rd. Sports Centre Leisure Village    203,500  

Whitby Leisure Centre Leisure Village 253,465  

Depots Disposal      34,500  

Dean road Chapel Asset Transfer    225,000  

Kyber Pass Toilets Development 
Opportunity 

   100,000 (9,172,896) 

Shortfall   6,264,805 
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6. Property Performance Data 

a) Property Performance Indicators 
 

The monitoring of a suite of property indicators (pPIs) is an important 
mechanism by which the Council can potentially drive a process of continuous 
improvement in the management of its property assets.  The following four 
criteria are important in identifying an appropriate suite of pPIs: 
 
 The indicators should help in assessing whether the Council is meeting its 

strategic aims for asset management 
 

 The data should be relatively easy to collect and assess 
 

 The indicators should be meaningful 
 

 The indicators should be capable of being used to benchmark the 
Council’s performance against other local authorities and public bodies and 
the private sector. 

 

The Council has standardised the pPIs developed under the auspices of the 
Association of Chief Corporate Property Officers in Local Government 
(COPROP) and endorsed by Communities and Local Government. Cabinet 
approved the use of these indicators in 2002. 
 
The Council continues to be a member of the IPF Property Asset Management 
Planning Network and the National Best Value Benchmarking Scheme 
(NBVBS). This is a benchmarking scheme set up by the property 
professional societies in conjunction with CIPFA to provide a benchmarking 
service especially for Local Authorities.  In addition to this the Council also 
continues to be a contributor to and active member of the North Yorkshire 
Benchmarking Club.  The Club has established a number of local indictors to 
be used in measuring the performance of the Council’s property portfolio. 
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7. Asset Management 
 
a) Council’s Property Portfolio 
 
The Council is a significant property owner with its property assets valued in 
excess of £112.1 million (taken from balance sheet as at 31 March 2014). In 
addition there is £68 million of infrastructure assets, £1.80 million assets under 
construction and a further £4.40 million of heritage assets. The Council must 
think strategically about its property holding to ensure its portfolio maintains 
value and helps to meet the Council’s aims and objectives. 
 
A breakdown of the property portfolio by asset category as defined by 
RICS/CIPFA is shown in the Table below: 
 

Asset Category Valuation £m 
Land and Buildings 109.427 
Investment Properties     1.257 
Assets held for Sale      1.464 

Community     0.000* 

Infrastructure    67.987 

Assets under Construction     1.751 

Heritage assets     4.360 

Total 186.246 

 
* Valued at historic cost (not known). 
 

b) Categorisation of Assets 
 

Property Assets (land and buildings) 
 
Property held, occupied, used or contracted to be used on behalf of the 
Council in the direct delivery of services for which it has a responsibility, 
whether statutory or discretionary or for the service of strategic objectives of 
the Council. 

 
This category includes (this list is not exhaustive) 
 
 Land associated with operational property 
 Office accommodation 
 Sports centres and swimming pools  
 Depots and workshops 
 Museums and galleries  
 Off street car parking 
 

Community Assets 
 

Community assets are assets that the Council intends to hold in perpetuity, 
that have no determinable useful life and which may, in addition, have 
restrictions on their disposal.  There is little prospect of sale or change of use.  If 
the asset is used for a specific operational purpose it does not qualify as a 
community asset. 
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Examples are: 

 

 Parks 
 Historic Buildings (but not used, for say, a Museum)  
 Cemeteries and crematoria (land only) 
 Allotments (where there are restrictions on alternative uses) 
 
Investment Properties 
 

These are assets, land or buildings, held solely to receive rental income or for 
capital appreciation or both. 

 
Assets Held for Sale 
 

An asset in which its carrying amount will be recovered principally 
through a sale transaction rather than continued use. The sale must be 
highly probable within the next 12 months with a committed plan to sell 
the asset. 
 
Infrastructure Assets 
 

Infrastructure assets are inalienable assets, expenditure on which is 
only recoverable by continued use of the asset created, i.e. there is no 
prospect of sale or alternative use. 
 
Examples of this category are: 
 
 Footpaths 
 Bridges 
 Water and drainage  
 Promenades  
 Coastal defences 
 
Heritage Assets 
 

These assets are not property related assets, they include statues, art etc. 
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8. Community Asset Transfer 

The Quirke Report was published in May 2007 based on a review focusing on 
how to optimise the community benefit of publicly owned assets by 
considering options for greater transfer of asset ownership and management 
to community groups. 
 
The Council is committed to working with the third sector and undertakes 
significant work with other partners to achieve improved service delivery and 
development. 
 
A Community Asset Transfer Plan was approved by the Council in November 
2012 following consultation with stakeholders and the wider community. The 
Plan was subsequently amended in July 2013 to reflect the lessons learned 
from the first nine months of operation of the process. The latest version of 
the Plan is attached at Appendix B. 
 
The Plan establishes a framework through which the Council will make 
decisions relating to the transfer of its assets. The Plan seeks to: 
 
 Provide clarity and transparency 
 Support the Councils wider regeneration aims 
 Deliver efficiency savings 
 Secure more investment for the area 
 Support the Corporate Plan and Community Strategy objectives 
 Support a stronger, more sustainable voluntary and community sector 
 
The Council has so far received 18 Expressions of Interest in relation to 14 
assets.  These Expressions of Interest have been considered by the 
Community Asset Transfer Panel, and a summary of their deliberations is 
contained in Appendix B1. 
 

9.  Supporting Social & Economic Regeneration 

The Council is well placed to stimulate the regeneration of the Borough through 
its land and property holdings; and is presently reviewing and appraising a 
number of sites within the Borough to identify suitable sites for development 
and/or regeneration. 
 

10.  Investment and Commercial Property 
 
The Estates Section is very aware of the current economic climate and when 
the market improves will continue to evaluate the Council’s Investment and 
Commercial property portfolio to ensure that the Council continues to hold 
property that performs and provides an acceptable return to the Council or is 
required for strategic purposes. 
 

11.  Surplus Property 



 

186 
 

The process of Declaring Assets surplus to requirements is currently being 
reviewed to reflect the Council’s closer working with partner organisations and 
the third sector. 
 
When a property is considered surplus to requirements it is viewed in 
accordance with the Council’s Disposal Framework and other corporate policies 
such as the Local Development Framework, to aid the decision making process.  
A copy of the Council’s Disposal Framework is attached as Appendix E. 
 

12. Corporate Landlord 

A corporate approach to the management of its assets is well recognised 
within the Council, and the Estates Section acts as Corporate Landlord. 
 
The following are a selection of the functions performed by the Asset & Risk 
Service:- 
 
 Assess Services’ property requirements, having regard to the suitability and  

sufficiency of operational assets and whether they are ‘fit for purpose’; 
 

 Manage the procedure for identifying and declaring premises surplus to 
operational requirements and for their disposal; 

 
 Co-ordinate and appraise investment and expenditure proposals on 

operational and non-operational assets; 
 

 Manage land and property transactions; 
 

 Manage the Council’s land and property statutory obligations and related 
corporate risks; 

 
 Energy Management; 

 
 Identify opportunities to plan, manage and improve the utilisation of the 

office estate; 
 

 Develop a consistent approach to option appraisal and whole life costing of 
options to support the development of robust business cases. 

 

13. Corporate Risk 

Minimising the Council's exposure to risk is now embedded across the 
Council, through Risk Management awareness and training. The Asset 
Management unit has identified the statutory obligations and related risks 
affecting the Council’s use and occupation of land and buildings and 
continues to prioritise their compliance. 
 
Health and Safety 
 
Health and Safety issues are of paramount importance to the Council.  
Relevant staff liaise directly with the Council’s Health and Safety Officer on 
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the implementation of safety legislation, the maintenance of records and the 
“wellbeing” of all council employees, contractors, consultants and members of 
the public. 
 
The Asset Management staff work alongside the Council’s Health and Safety 
Officer on issues relating to: 
 

 Fire safety 

 Health and safety audits  

 Risk assessments 

 Civil contingencies and emergency planning 

 Developing and implementing property related policies and procedures. 

 Developing and implementing construction related policies and procedures. 
 
The Council also has a rolling programme of risk assessments of Council 
property and these will identify prioritised issues under the Health and Safety 
at Work Act that require consideration. 
 
Statutory Testing and Certification 
 
A wide range of statutory tests are undertaken and certificates obtained to 
ensure a safe environment always exists.  Inspection/test certificate 
requirements include: 
 
 Electrical Installation i.e. fixed lighting and power circuits 
 Fire Alarm and associated equipment  
 Emergency lighting 
 Lightning protection  
 Hoist and harnesses 
 Passenger and goods lifts 
 Portable appliance test 
 Public Entertainment Licences  
 Legionella 
 Fire fighting equipment 
 Asbestos register  
 Intruder alarms 
 Gas supply systems including boilers and heaters  
 Fire certificates/fire risk assessments 
 Energy Ratings for new and existing buildings 

 
The majority of these obligations are dealt with by service contracts based on 
competitive tender which ensure that the required tests and certificates are 
carried out when required, in a systematic way and at the best value. The 
remainder are undertaken by the Council’s Asset Management operatives. 
Remedial works identified are then assessed and attended to in line with 
financial procurement regulations. 

 
Maintenance and conditions logging is also a requirement of our current insurers 
and in order to defend claims they insist on written cyclical inspection regimes. 
In order for this to be fully achieved additional resources are required. 
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The systems in place to meet the requirements of two major statutory 
obligations, Asbestos and Legionella, are constantly being reviewed to ensure 
the Council is fully compliant.  As more properties are returned to the 
stewardship of the Asset Management function additional revenue funding 
may be required to ensure that the Council can fulfil these statutory 
obligations. 
 
It is envisaged that Health and Safety files can be introduced to each Council 
operated premise. The file would contain a checklist of compliance data to be 
recorded in the file, for example, electrical hardware test certificates or 
legionella risk assessments. 
 
The operations manager for each Council premise can then ensure that 
statutory obligations are being controlled.  In addition, it is hoped, with 
appropriate training, that these operational managers can undertake certain 
tests, such as, fire alarm testing, and also providing accurate utility meter 
readings. 
 
Prior to implementation this process would need to undergo consultation with 
Services as appropriate. The Asset Management Service is presently seeking a 
new software system which would deliver this functionality electronically. 
 

14.  Energy Management 

The Council is committed to reducing its impacts upon climate change.  As 
part of this commitment, the Council has identified transport, travel, energy 
use, procurement and efficiency savings as key areas for review and 
improvement. 
 
During the financial year 2013/2014 the Council’s energy costs overall fell by 
£57k. This was in a large part due to challenging the energy companies 
standing charges, invoices and inventories on un-metered supplies although 
significant progress was made on implementing energy saving projects. 
 
Significant energy reductions were made through the implementation of energy 
saving projects which has enabled the Council to reduce Carbon Emissions by 
16.7% on the 2011/12 baseline, a saving of 958 Co2 Tons. 
The Council, in partnership with Salix, established an Energy Efficiency Fund in 
August 2010 to implement schemes designed to reduce and manage energy 
consumption in Council premises.  The basis of the Fund is that it self-
perpetuates by using the savings gained to reinvest in further projects. 
 
Each project must meet the pre-defined criteria set by Salix to minimise the risk 
that it is unsuccessful in meetings the project objectives.  All proposed projects 
are agreed with the Chair of the Sustainability Group and the Portfolio Holder for 
Housing, Public Health, Property Maintenance and Sustainability.   
 
Since the Fund was established over 65 projects have been commissioned and 
delivered.  The Council’s Fund is recognised by Salix as one of the leading 
Funds in the Country in terms of ‘Use of Available Funds’, being ranked second 
in the country for 2013/14.   
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Use of available funds is the calculation employed by Salix to measure the rate 
at which clients are moving their projects through from Pipeline (as in a business 
case) to Commissioned (as in completely installed and paid for), and then how 
quickly project savings are reclaimed and then reinvested in further 
schemes.  Essentially “Use of Available Funds” is a barometer for how hard the 
fund is being driven.   
 
Examples of the projects undertaken include: 
 

 LED Lighting upgrade at Manor Road Nursery.  This project cost £8,500 
to implement but saves the council £4,255 per annum and as such 
achieves payback in 2 years. 

 
 Heating upgrade with loft insulation and draft proofing at the Town 

hall.  This project cost £22,663 to implement, saving the council £8,000 
per annum, achieving payback in 2.8 yrs. 

 
 Air conditioning upgrade for the Council’s server room.  This project cost 

£7,925 to complete and incurs annual savings of £3,753.  This project 
achieves payback in 2.1 years. 

 
The capital investment should payback within 5 years to meet the funding 
criteria.  The average payback for all projects to date is 2.4 years.   
 
As well as reducing energy consumption the Council is, through the utilisation of 
technology, benefiting from less maintenance and improved monitoring of actual 
energy consumption.   Whilst these projects achieve savings the focus does 
remain on ‘reduced consumption’ through improvements to basic housekeeping.   
 
An Energy Strategy is in place as is a dedicated Energy Manager.  The 
Property, Housing and Public Health portfolio holder is the nominated Member 
Energy Champion. 
 
The Council recognises the importance of sustainable buildings.  Consequently 
when maintenance or capital works are undertaken and new plant and or 
equipment is to be installed, a full evaluation should be undertaken to see if 
any improvements to reduce energy consumption and carbon emissions can 
be achieved in a cost effective way. 
 
The purchase of energy will be continually reviewed to ensure that optimum 
benefit is achieved both in terms of cost and benefit to the environment.  A 
report seeking to change the Purchasing Organisation used for energy purchase 
is to be presented to Members during 2015. 
 
The Council complies with its obligations under SI 2007: 991 The Energy 
Performance of Buildings (Certificates and Inspections) (England and Wales) 
2007.  
 
Display Energy Certificates (DECs) are publicly displayed in those Council 
buildings requiring an energy certificate.  The DECs show the energy 
performance of the building based on actual energy consumption taken over the 
last three years. Each DEC has been provided with an advisory report about 
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the building. The Council will work towards improving standards of energy 
rating in cases where buildings are assessed as having a low energy rating.  In 
2013/14 all building requiring a DEC certificate showed an improved score with 
the exception of Manor Road Nursery, work has now taken place that should 
show a better score at this site next year. 
 
Display Energy Certificate Assessments 
 

Site 2010/11  2012/13 2013/14 Comments 

Filey Evron 
Centre 

C63 D77 C69 Improved levels of 
housekeeping, 1 Boiler 
upgraded, lagging levels in 
boiler room vastly improved.  

Sports Centre C68 C68 C64 Free Cooling project 
undertaken in Beer Cellar, 
Improved levels of 
housekeeping 

Whitby Leisure 
Centre 

C53 C52 B45 Improved levels of 
housekeeping and several 
BMS programming 
improvements made 

Town Hall D80 D80 C71 Benefiting from Heating 
upgrades and Endo Therm 

Kings Street C71 C68 C66 Heating upgrades with 
electric savings clearly tied 
into Town Hall overall 
savings 

Manor Road 
Nursery 

G4949 E119 G185 Lack of investment in both 
boiler house and nursery.  
Anticipating big improvement 
next year following on-going 
improvement works 

Indoor Pool C68 C61 C58 BMS programming 
improvements made, betting 
housekeeping and reporting 
of faults 

Scarborough 
Market 

A23 A18 A17 LED upgrade, better 
housekeeping 
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The coalition government’s policies in relation to Localism and the Big Society 

have moved the agenda on. The current government’s approach to devolving 

power to communities and neighbourhoods (enshrined within the Localism Act, 

2011), alongside a commitment to diversification of provision and a challenging 

spending settlement means that now, more than ever, Council’s and other 

public bodies increasingly need to consider asset transfer as an enabler to 

achieve their corporate aims. 

2.2) Legal Framework: What powers do local authorities have to 

transfer assets? 

Local authorities are able to transfer their land and buildings to community 

based organisations at ‘less than best consideration’, i.e. below market value. 

Local Government can dispose of its assets at less than best consideration 

under the General Disposal Consent (England) 2003, where the asset to be 

disposed of has an ‘undervalue’ of less than £2million. 

The legislation also requires that the transfer should help to secure the 

promotion or improvement of the economic, social or environmental well-being 

of an area.  

2.3) What are we trying to achieve? 

Public assets are rarely used by everyone, with their value being locked in to a 

particular use or a particular group of people. We recognise that changing 

ownership or management opportunities offers opportunities to extend the use 

of a building or piece of land, increasing its value in relation to the numbers of 

people that benefit and the range of opportunities it offers.  

 

In particular through this plan we aim to: 

 

o Provide clarity and transparency about our processes and develop a 

clear framework through which we can make decisions. 

o Support our wider regeneration aims by recognising that asset transfer 

can act as a catalyst for social, environmental and economic 

regeneration. 
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o Deliver efficiency savings for Council tax payers, by using asset 

transfer as one of the options for dealing with under utilised or surplus 

property assets. 

o Secure more investment for the area. We recognise that with Asset 

Transfer there can be more opportunities to lever in additional resources 

which would be unavailable to the Council acting independently. 

o Support our corporate plan and community strategy objectives to 

promote community cohesion and participation. Asset transfer can 

stimulate the involvement of local people in shaping their community and 

increasing local volunteering. 

o Furthermore, we recognise that activities that are stimulated or protected 

by asset transfer are likely to contribute towards the achievement of our 

wider council objectives and priorities. 

o Support a stronger, more sustainable voluntary and community 

sector within the Borough. 

 

2.4) Our Principles 

o We are committed to a thriving voluntary and community sector within 

the Borough and recognise the value of community led solutions to local 

issues.  

o We will seek to proactively implement this plan and to promote asset 

transfer to the voluntary and community sector. 

o We will take a strategic approach to community asset transfer and 

identify assets to be transferred through regular reviews of the Council’s 

assets. 

o We will consider community ownership as an option throughout the life of 

an asset not just when it is considered surplus to requirements. 

o We will work in partnership with voluntary and community sector 

organisations to support long term sustainability and minimise the risk of 

failure. 

o We will have a transparent process for responding to requests for asset 

transfers and a clear process and timescale for dealing with transfers. 
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o Have a clear purpose and understanding of the activities it wishes to 

deliver and demonstrate how the asset transfer will enable and support 

these activities. 

o Demonstrate clear, realistic financial plans for the management and 

development of the asset and the delivery of any services and activities 

proposed.  

o Demonstrate community support for the proposals. 

o Be clear about how the organisation will comply with any relevant 

legislation and any statutory requirements arising from the transfer of the 

asset. 

 

In addition Voluntary, Community and not for profit organisations will need to:  

o Be a legal entity, or be part of a legally constituted consortia agreement. 

o Be appropriately constituted (examples might include. a registered 

charity, community interest company or charitable incorporated 

organisation, not for profit company or Industrial and Provident Societies 

for the Benefit of the Community.) 

o Have stated community benefit objectives. 

o Be non profit distributing – any surpluses must be reinvested to further its 

social aims/community benefits.  

 

We welcome applications from groups wishing to work together, subject to 

appropriate governance arrangements being in place.  

 

Where there is more than one party interested in the transfer of a specific asset 

we will seek to encourage collaboration. If this is not possible we will consider 

all competing bids and select a preferred partner. 

 

3.3) What should the asset be used for? 

o The use of the asset must support the aims and priorities of the Council 

and aim to create the widest public value. 

o Applications will be judged on community benefits, community 

involvement, organisational sustainability, business plan and financial 

viability, regeneration outcomes, services/activities that will be delivered, 
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considered viable then the applicant will be invited to submit a full 

business case. 

 

o In addition if the asset is considered suitable for potential transfer but is 

not currently being actively marketed the Asset will be advertised on the 

Asset Transfer website for a minimum of 8 weeks.   

 

o The Community Asset Transfer Assessment Group will undertake a 

thorough assessment of each business case received. This will include 

o Assessing the merits of the case 

o Considering any financial or other implications for the Council. 

o An initial consideration of lease terms, market discount. 

 

o The applicant will be notified of the outcome of the assessment in writing 

and whether the Asset Transfer group are recommending acceptance of 

the transfer. If the applicant disagrees with the recommendation they 

have 10 working days (stand down period) during which they can make 

any additional representations/challenges prior to a formal decision being 

made. 

 

o Recommendations from the Community Asset Transfer Assessment 

group, including any representations received during the stand down 

period will then be referred to the Councils Cabinet in most cases. Where 

the value is between £25, 000 and £49, 999 decisions will be referred to 

the Individual Cabinet Member and below £25,000 to the Head of 

Finance and Asset Management.  

 

o In most cases there will be an initial “in principle” decision and then a 

“detailed development stage, during which further work can be 

undertaken which might include submission of planning applications, 

confirmation of funding, feasibility studies etc. Following completion of 

these there will then be a final decision made on transfer, again this will 

usually be made by the Council’s Cabinet, unless the value is below 

£50000. 
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o For very straightforward transfers, it may be possible to proceed straight 

to final decision, this will depend on the circumstances and complexity of 

the transfer. 

 

o Details of the transfer arrangements will be arrived at through individual 

negotiation. The decision to transfer an asset will not be considered as 

setting a precedent.   

 

5.2) Submission of a Full Proposal and Business Case 

We welcome informal discussions at any time about potential asset transfers.  

 

Organisations wishing to have an application for asset transfer considered by 

the Council will need to submit an Expression of Interest and then a business 

plan. A template for this is available. There are also sources of help available to 

groups wishing to develop their business plan, so groups are encouraged to 

contact us at an early stage to discuss their ideas and any support they may 

need. 

 

In brief we will be looking for a clear proposal and strong evidence to show that 

the organisation can manage the asset effectively for the benefit of the local 

community.  We would expect that proposals 

 

o Demonstrate how the asset will support community and voluntary 

activities within the area and that the proposals have community support. 

This might include information obtained from surveys, events, 

community/parish plans or other consultation activities which show the 

proposal is needed and wanted by the community.  

o Are clear about the planned outcomes and benefits that will arise from 

the transfer. 

o Are clear about opportunities for enhancing the asset and/or for 

increasing the use of the asset by the community. 

o Have strong, open governance structures. 

o Have realistic financial plans to ensure the asset can be managed in a 

sustainable way in the short and longer term.  
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o Evidence that the organisation already has (or has a clear plan for 

developing) the skills and capacity to manage the asset effectively.  

 

5.3) Information about Assets  

 

We may hold information about an asset that applicants might find useful. If 

applicants have completed an expression of interest they can request 

information, relevant to their application, this might include: 

 

o The condition of the asset 

o Maintenance costs 

o Plans of the land/building 

o Income streams 

 

We will provide applicants with any relevant information we have within 4 

weeks. 
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o The Borough Council must notify the landowner, the occupier and 

the community nominee of any inclusion or removal of an asset to 

the list. 

o A landowner can ask the Borough Council to review the inclusion 

of the asset from the list and there will be a process for an appeal 

to an independent body. 

o The Borough Council must also maintain a list of ‘land nominated 

by an unsuccessful community nomination’. 

o If land is included in the list of assets of community value it will 

remain on that list for five years. 

 

What is defined as ‘community value’? 

A building or piece of land will be deemed to have community value only if: 

o The use of the land or building currently, or in the recent past, furthers 

the social well-being, in particular (though not exclusively) the cultural, 

recreational or sporting interests of the local community. 

o This use (as described above) of the building or land will continue to 

further the social well-being or interests of the local community. 

o The use of the building or land must not be deemed ‘ancillary’, i.e. of 

secondary purpose. This means that the use of the land or building to 

further social well-being or interests of the community must be its 

principle use. 

o Regulations set out by the Secretary of State provide more detail on 

assets that will be exempt from listing and who has the power to make 

this exemption. 

 

What is the Moratorium period? 

o If a building or piece of land is listed as an ‘asset of community value’ 

and the owner wants to sell the asset, they must inform the local 

authority. This will then trigger a moratorium period. 

o There are two moratorium periods to note, both of which start from the 

date the owner of the asset notifies the local authority of their intention to 

sell the asset: 

o ‘Interim moratorium period’ – this is a six week period during which a 

community group wishing to bid for the asset must notify the local 
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authority that they wish to be considered as a potential bidder. If this 

does not happen the owner can proceed to a sale. 

o ‘Full moratorium period’ - this is a six month period during which a 

community group can develop a proposal and raise the capital required 

to purchase the asset. The owner can conclude the sale after the six 

month period or once a bid(s) from any interested community group(s) 

have been received, whichever is soonest. 

o There is also a ‘protected period’ of 18 months from the same start date 

to protect the owner from repeated attempts to block a sale. 

 

There are some circumstances when the disposal of an asset that is listed as 

having community value can be exempt from the regulations concerning the 

moratorium period. These include: 

o If the disposal is a gift 

o If the disposal is made between members of the same family. 

o If the land or building being disposed of is part of a bigger estate. 

o If the disposal is of a building or piece of land on which going-concern 

business is operating, provided that the sale is to a new owner to 

continue the same business ( for example if an owner of a pub wants to 

sell the pub to a new owner, to continue running it as a pub). 

 

To nominate an asset of community value or to view the list please go to  

o www.scarborough.gov.uk/communityasset transfer 

or 

o Please contact 

Anna Wood, Project Assistant 

Anna.wood@scarborough.gov.uk 
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Locality delivers the Asset Transfer Unit and is a well established provider of 

advice, guidance and support concerning the transfer of building and land from 

the public sector to community ownership and management. 

www.locality.org.uk 

 

My Community Rights 
A source of information and support for organisations interested in asset 

transfer and/or Community Right To Bid. Includes information about grants 

available for undertaking feasibility/pre feasibility type activity. 

www.mycommunityrights.org.uk 

 
Sport England - Community Sport Asset Transfer Toolkit 

The Community Sport Asset Transfer Toolkit is a bespoke, interactive web 

based tool that provides a step by step guide through each stage of the asset 

transfer process. 

The Toolkit has been developed specifically for sports club, recognising that 

Asset transfer can often be a daunting task for a sports club to undertake, 

especially those run mainly by volunteers. Developed in partnership with 

Locality the toolkit aims to make the process as accessible as possible by 

providing step by step information, resources and case studies. 

W: www.sportengland.org/support advice/asset transfer.aspx 
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Consideration of Corporate Policy Objectives 
 
During the normal course of the Council’s business it will obviously develop 
policies that impinge on property development in the Borough, some of which 
will affect its own land holdings. The most clearly defined of these is planning 
policy, as the availability of an appropriate permission has a direct link to the 
monetary value of property holdings. It is not the intention that the Disposals 
Policy should impinge on the proper considerations of the Council’s land use 
strategy for the Borough as indicated in its policy plans but rather that the 
statutory plans apply as they would to any other land owner. 
 
However, other policies relating to economic development, affordable 
housing, leisure and social objectives for the Borough also require the 
availability of land in the right place, at the right time so that these objectives 
can be brought to fruition. It is the aim of this section to outline how these 
objectives need to be reconciled at an early stage of the disposal process to 
ensure that the Council’s scarce resources can be prudently utilised within the 
constraints facing Local Authorities. 
 
Policies of the Council can affect the value of its own land holdings in one or 
two ways. Some will maximise development potential and balance capital 
receipts whilst others will maximise social, economic or environmental 
wellbeing, but may have an adverse effect on capital receipts.  The best 
example of this is the development of affordable housing.  Obviously, the first 
category, where full market value, is paid there are no issues. However the 
second category, where full market value is not paid, needs to be carefully 
handled.  To cope with these concerns the following methodology will be 
adopted: 
 

1. Identify the relevant corporate policy objective affecting a potential 
disposal and evaluate the depreciation in value it causes. 

 
2. Consider the implications of implementing a policy objective via a 

proposed property disposal and to subsequently seek approval of 
the Executive. 

 
3. Where it is intended to dispose of a property at a market value 

reduced by the imposition of covenants, the Council will need to 
make this decision in knowledge of the under value.  If the under 
value exceeds £2.0 million, the approval of the Secretary of State 
will be required. 

 
4. Where it is intended to dispose of a property at less than market 

value without covenants to restrict the future use of the property, 
the Council will need to make this decision in knowledge of the 
under value.  If the under value exceeds £2.0 million, the approval 
of the Secretary of State will be required. 

 
5. The imposition of covenants will be subsequently monitored to 

ensure that the policy objectives intended are achieved. 
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6. Where land or other property is sold at an under-value there should 
be a mechanism to ensure that the benefit of this subsidy can 
continue further than the interests of the first purchaser. 

 
This methodology will not preclude the possibility of negotiation with a specific 
special purchaser on policy grounds, and indeed, as it will be seen later, this 
eventuality should not be precluded in any event where certain market 
conditions apply. 
 
However, to aid an understanding of these concepts it is perhaps worth 
considering a few examples. 
 
In the area of affordable housing a previous policy decision had been made 
that, in the case of Housing Capital/Revenue Account sites, individual 
Registered Social Landlords be given special purchaser status so that the 
site(s) could be sold at nominal value to ensure grant aid from the Homes and 
Communities Agency (HCA) be secured or that affordable housing be 
provided.   
 
From an economic development viewpoint there are perhaps four main areas 
to be considered: 

a) Business expansion on to adjoining land. 
b) Inward investment from targeted sectors of industry or commerce. 
c) Business relocation, where the existing premises may be released 

for other objectives. 
d) Redevelopment schemes involving preferred sectors of activity 

such as tourism. 
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Marketing Considerations 
 
The purpose of this section is to identify the marketing considerations that 
need to be taken into account before the Council makes its land available for 
disposal. The first distinction that needs to be drawn is the difference between 
property that has significant development potential and that which has not. 
Some of the property being dealt with will probably have little or no 
development potential because it is already fully developed and planning 
consent is unlikely to be available for another use. A simple example might be 
a retail unit where there is no scope for expansion or exchange of use and 
there is no choice but to sell the unit as it stands. 
 
Properties with development potential might range from an existing building 
where planning consent might be available to change to a more valuable use; 
to a vacant site which is ripe for development. It is essential to identify 
development potential before the sale process gets under way. Sometimes 
the potential is obvious; sometimes it needs seeking out. Within the Borough 
there are numerous sites with development potential, some of which can 
easily be marketed and others that will require careful handling before 
marketing can be contemplated. Of those which are ready for the market, 
there are two considerations that need attention. Firstly, what is the level of 
demand and when should a particular property be sold to maximise capital 
receipts? Secondly, which sites and property should be actively promoted to 
benefit the perception of the Borough to the outside world, so that inward 
investment can be targeted?  Both of these considerations are not dissimilar 
in the sense that they relate in the need to phase the release of land prudently 
to maximise potential. For this approach to be successful a carefully worked 
out corporate strategy with underlying flexibility needs to be developed. In 
addition, those sites and premises which are not to be promoted actively 
should receive temporary treatment or uses, to again, positively promote the 
perception of the Borough and its surrounds. 
 
In the current Local Authority environment any disposal policy would not be 
complete without reference to financial considerations. The change in capital 
controls has essentially linked the Council’s disposal programme to its capital 
programme. Whilst the phasing outlined above may generate one approach, 
the aspirations of the Council in one particular year may force another. On the 
other hand, on those occasions where the capital programme can be easily 
funded out of capital receipts from say residential land sales, it may be more 
prudent for the Council to seek only leasehold disposals in other market 
sectors. Where this is appropriate it could ensure that a well-secured rental 
income is available for future years. Again, a flexible corporate strategy will 
help to attain these objectives. 
 
A final marketing consideration should be whether the sale is to be handled by 
in-house staff or if it would be appropriate to instruct external consultants. 
Points to consider include the likely value of the site, the experience of the in-
house staff, the complexity of any proposed development and the need to 
reach as wide a market as possible. The timing of this decision will depend 
upon the method of sale under consideration. For example, if consultants are 
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to be used on the sale of property with development potential, they should be 
instructed at an early stage in order to assist the Council in assembling the 
overall sale package. However, the Council should not be seen to instruct a 
narrow range of firms. Competition for more important tasks is to be expected 
and this should be related to quality of service rather than cost alone.  
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Preparation For Disposal 
 
The key to a successful disposal of any sort is preparation. To assist in 
meeting the corporate targets set for capital receipts, a strict timetable should 
be set for the sale process, since the proceeds of sale will be required as 
quickly as possible. The stages of preparation for disposal need to be clearly 
defined and carefully followed so that misconceptions and delay are kept to a 
minimum. These stages need to include the following: 
 
(i)       Inspection 

This is an obvious, but sometimes neglected stage. The purpose will 
be to spot any matter that is likely to hinder the disposal. This may be 
some physical defect in a building or, perhaps evidence of 
encroachment by a neighbour. These matters will have to be dealt with 
before the property comes onto the market. The property to be sold 
should be as “clean” as possible. The inspection should bring to light 
any potential for development about which the Council is not already 
aware. For clarity, the inspection particulars and report to senior 
officers should be in a form which indicates that all necessary steps 
have been taken. 

 

(ii)      Special Purchaser 
At an early date it should be established whether the balance of 
advantage is likely to lie in dealing with a special purchaser. In some 
cases the decision is marginal. However situations where the adjoining 
owner wishes to acquire the Council’s land or where he may own an 
overriding interest over it such, as a right of way, for instance, dealing 
with this party direct may produce a marriage value which would 
enhance the capital receipts above that which would be paid in the 
general market. In such circumstances it may be prudent to deal with 
the special purchaser against a strict time limit with contingency plans 
having been made to go to the market if negotiations cannot be 
progressed.  If the special purchaser does not already have an interest 
in the property, it can sometimes be advantageous to let him bid in 
open competition, particularly if this is by sealed tender. 

 

(iii)      Legal Matters 

Legal Services should be instructed as early as possible to report fully 
on the Council’s title and any rights or obligations which might affect it. 
Typical examples could include restrictive covenants, rights of way and 
reverter clauses. It is often too late if any problems become apparent 
once marketing and negotiations are under way as these tend to 
prejudice the Council’s position.  In addition, where it is intended to 
include covenants or conditions it is essential that legal advice is 
obtained at an early stage, to ensure that these can be fulfilled in 
practice, prior to negotiations. 
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(iv)       Physical Constraints 

Certain physical constraints (e.g. electricity pylons) will be obvious from 
inspection, others (e.g. underground cables, adverse ground 
conditions) may not be. It will be necessary, therefore, to check the 
Council’s own records and also to check with statutory undertakers. 
Opinions differ about the validity of carrying out site condition surveys 
as these are expensive and often may not relate directly to a particular 
developer’s own intentions. The merit of undertaking such a survey will 
need to be considered in relation to each site and the extent of the 
restrictions that the Council intends to place on the development 
activity. 

 

(v)       Define Development Potential 

At this stage a view will have been formed on any development 
potential which might exist, and any matters affecting potential value 
will have been brought to light. It will be necessary to decide if some or 
all of any identified constraints should be removed (e.g. bought out) 
before marketing takes place. For those properties with development 
potential it is essential, in order to maximise the realisation from 
disposal, to give potential purchasers the most detailed possible 
guidance on a planning consent which may be available. In 
straightforward cases the equivalent of an “outline planning consent” 
for the most valuable use available should be secured.  Where a range 
of development options is possible, a “planning brief” should be agreed 
which gives some scope for the “flair” of individual developers.  Where 
the Council wish to consider ensuring a desired use of property to 
achieve its policy objectives, it will be necessary to introduce absolute 
user clauses in leases and restrictive covenants where appropriate.  In 
addition, disposals should include provisions to ensure that 
development proceeds according to a pre-determined timescale. 

 

In the disposal of property there is a possibility that the “consent” 
agreed may not be as beneficial as that which might be achieved by a 
third party on appeal to the Minister.  In such cases, the Council can 
negotiate a claw-back provision so that it can participate in the benefits 
of the development at a later stage.  For this reason appraisals of 
potential disposal property should always consider the means by which 
maximum sale proceeds can be generated. 
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Methods of Disposal 

 

The method of disposal chosen will firstly depend upon whether the property 
is best made available via the general market or to a special purchaser.  
Dealing with a special purchaser will be considered later in this section, but 
where the general market is chosen there are four principal methods of 
disposal available: 

 

i) Private Treaty. 
ii) Informal Tender. 
iii) Formal Tender. 
iv) Public Auction. 

 

 (i) Private Treaty 

To date, this is the most widely used method to be applied in 
Scarborough, as it is the simplest to adopt and the asking price can be a 
pre-determined figure.  Difficulties have arisen where individuals have 
anticipated that where they are the first to apply, they will receive an 
option to acquire and this has caused some concern both to Council 
Members and more importantly to the market in general.  To overcome 
potential problems in future, unless a special purchaser situation applies, 
all properties to be sold under this method should be advertised for sale, 
in any event, so that all interested parties have an opportunity to enter 
into the discussions.  This practice already exists in the case of windfall 
sites where a notice is posted on the land and consultations are held with 
the Parish Council and local Ward Members. 

 

In applying this method it should be remembered that this approach is 
satisfactory in the case of properties whose sale value is reasonable 
easy to predict and where settlement of an asking price is 
straightforward.  It is difficult to engender competition on price because 
an indication of what will be acceptable is generally given at the outset.  
It should be considered bad practice to try and play ‘bidders’ against 
each other in order to build up the sale price as this could damage the 
Council’s reputation in the market (although occasionally, depending 
upon the circumstances, it may still be necessary to do so). 

 

Development sales should not generally be conducted by this method 
since it leaves little scope for the flair and interpretation that may lead to 
the unexpectedly favourable offer.  It is worth noting that the procedure 
can be time consuming as there may be many individual negotiations 
before a satisfactory transaction takes place.  It is the method with the 
least openness and therefore the most susceptible to abuse. The “asking 
and settling” figures should be approved by the Director of Business 
Support at the outset but should be reviewed in line with progress. The 
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Valuer’s report should have available full details of the comparable 
transactions on which the recommended price is based. 

 

In view of recent market conditions, it is considered prudent that the 
Council should set a time limit against potential tardy for prospective 
purchasers and that they are made aware of the Council’s firm view on 
this prime point at the outset of negotiations. Obviously, this approach 
will have little effect if the Council’s conveyance procedures prove to 
cause delay and this aspect will require careful monitoring if the Council 
is to achieve its targets for capital receipts.  The final point on this 
method is that it is worth noting that the Council must satisfy itself as to 
the financial ability of the prospective purchaser to complete, before 
negotiations become too advanced. 

 

(ii)    Informal Tender 

Procedures that need to be adopted are similar to those as set out below 
for the Formal Tender.  However, tenderers may put forward conditional 
offers which will only become binding once the conditions have been 
resolved.  It will, therefore, be open to the Council to pursue discussions 
with more than one tenderer in order to achieve the most advantageous 
transaction. Since considerable time and effort may be spent on such 
discussions, it is essential that the bonafides of any shortlisted tenderers 
should be established at the outset and guarantees received that finance 
for a particular scheme is available. 

 

As it is possible to hold discussions, there is more opportunity to arrive at 
a deal which suits both parties.  Some conditions may not be capable of 
fulfilment for a considerable time, but there is the opportunity to build in 
provisions for the Council to take advantage of, say, a better than 
expected planning consent or better receipts above an agreed threshold.  

 

For more complex development schemes, it is commonplace for 
interested parties to be interviewed and outline development schemes 
presented, before the tender procedure starts. It is envisaged that a 
selected list of purchasers/developers will then be asked to take part in 
the tender procedure itself. This approach saves wasted effort from 
potential purchasers and cuts down the possibility of abortive 
negotiations being pursued on receipt of tenders.  An important rule with 
the Informal Tender procedure, which needs to be adopted by the 
Council, is that the Council should not seek to increase the basic tenders 
put forward, nor accept increased offers from unsuccessful tenderers.  
However, it will be permissible for the Council to seek increased rewards 
from the fulfilment of conditions which would create more value than the 
original offer envisaged. 
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In comparison with the Formal Tender, the Informal Tender lacks the 
advantage of speed, since post tender negotiations can be protracted.  It 
also lacks the certainty of the Formal Tender procedure since 
negotiations may not be successful.  There is a much greater burden on 
the professional skills of the Council’s advisers as the requirement to 
negotiate raises some of the disadvantages of a sale by private treaty. 

 

For this method to be a success the rules for Informal Tenders must be 
laid down very clearly and followed to the letter by the Council and 
external advisers.  The main advantage of the Informal Tender process 
is that the most advantageous terms for the Council can be formulated 
even in very complex cases. 

 

Difficulties can arise in cases where late higher bids are received.  The 
Department of the Environment’s Valuation Liaison Group has advised 
that: 

 

   “With regard to late offers, authorities may wish to make their position 
clear in writing when accepting offers that, in the event of any higher 
offer being received before a contract is exchanged, they may be 
obliged to consider it” 

 

This is considered to be sound advice, which will have the added 
incentive for a purchaser to eliminate any sources of delay, and should 
be adopted.  Where a higher offer is received after one has been 
accepted the Director of Business Support should inform the applicant 
that an earlier offer has been accepted, subject to contract.  He should 
then, before taking any further action, report the matter to the relevant 
Portfolio Holder and seek instructions.  Unless there is a particular 
reason why the higher offer should be accepted, for example, an ability 
to proceed immediately where the original bidder was not able to do so, 
then it is felt that both bidders should be asked to make a final sealed bid 
by a fixed date. 

 

(iii)      Formal Tender 

The Formal Tender procedure requires a great deal of preparation as the 
tender document forms the contract for sale.  A full appraisal of the 
transaction needs to be carried out in order to have a base line against 
which to assess the tenders when they are returned and may indeed 
provide a guide price during the course of marketing.  For sound legal 
reasons the Council will need to indicate in the tender documents that it 
is not bound to accept the highest or any tender.  In addition, tenderers 
must be required to provide evidence, on return of the tender, that 
finance is available to proceed.  In order to ensure fairness and the best 
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chance of an optimum offer, the tender will be widely publicised and all 
interested parties given the chance to participate. 

 

The advantages of the Formal Tender procedure are that it can be 
concluded quickly, the Council does not need to accept any tender if the 
offer isn’t satisfactory, the tender procedure should guarantee complete 
fairness and as bids are not public, tenderers should put forward their 
best offer rather than, as at auction, a figure marginally more than the 
second bid. However, this method does have its disadvantages, some 
potential purchasers may be put off by the procedure, there is little room 
for discussion about the scheme itself and all matters must be 
completely clear before the procedure starts. 

 

This method of disposal is, therefore, inappropriate for transactions 
where conditions of substance remain to be overcome before the bid can 
be finalised.  In development situations it could, for example, be effective 
in the sale of cleared sites for residential development where planning 
consent is available and the density of development is not in question.  It 
would not be appropriate where several development schemes might be 
possible and negotiations with various parties will be required to achieve 
the best scheme. 

 

The Authority should have a Standing Order for tenders for disposals, 
which will be in a similar form to the more common tenders for the 
provision of goods and services.  The rules for tenders for sale should 
cover, inter alia: 

 

   advertising that tenderers are to be sought; 

         procedure for pre-tender short-listing of applicants, where    

           appropriate; 

   evidence of financial standing required from tenderers either on receipt 
of tenders or at the pre-tender selection stage; 

   the principal contents of the tender package including a clear 
indication of the date before which the tender must be returned; 

 inclusion of a pre-addressed envelope clearly indicating details of a tender 
and the date on which it is to be opened; 

 how receipt of tenders should be recorded and arrangements for safe 
keeping prior to the opening date; 

    the constitution of  the Council’s team which should be 
present at opening of tenders and if an independent witness is necessary; 

       arrangements for listing and witnessing tenders on opening; 
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       the form of the officer’s report to Members recommending which tender(s) 
should be accepted or pursued further in discussion; 

       rules for informing on successful tenderers; 

       instructions not to solicit or accept increased basic offers after receipt of 
tenders; 

       Members should not engage in negotiations under any  

              circumstances; 

       strict time limits to be applied to negotiations; 

       external advisers should be bound by similar rules. 

 

(iv)    Public Auction 

To achieve success with this method of disposal external auctioneers 
will inevitably be used.  It will be advisable for the auctioneer to be 
briefed at an early stage and fully involved in preparing conditions of 
sale and fixing the reserved price.  The reserve should be approved 
by the Council and conveyed to the auctioneer immediately before 
the auction.  It should also be recorded in a sealed letter which the 
auctioneer will have available at the time of sale.  Sale by auction 
requires preparation of all contractual details beforehand in order that 
a binding contract may be effected immediately a bid is accepted. 

 

The advantages of an auction are, complete openness and swift 
completion of the transaction if an acceptable bid is generated.  
However, there are disadvantages with this method.  Firstly, the 
principle of sale by auction falls in and out of favour with the market 
and there are times when auction should not be considered as the 
interest from the market will be low.  Secondly, success of an auction 
will depend on the atmosphere generated in the sale room which in 
its own right may depend on the quality of other lots on offer, over 
which the Council may have no control and a great deal will rest with 
the skill of the auctioneer.  Thirdly, as a binding contract must be 
entered into immediately a bid is accepted, funds to meet the sale 
price must be available within 28 days and this may exclude most 
purchasers who need to raise finance.  Fourthly, there is little time for 
potential purchasers to consider the transaction and no opportunity to 
discuss alternative ways to structure the deal.  Finally, the winning bid 
need only be marginally more than the second highest bid and need 
not represent the maximum the purchaser would have been willing to 
pay. 

 

In view of the financial constraints illustrated above, auctions should 
only be considered appropriate for relatively low value property.  They 
are not considered appropriate for properties with substantial 
development potential. 
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(v)    Dealing with Special Purchasers 

As mentioned earlier there will be occasions when the Council will 
wish to deal with Special Purchasers.  The reasons for taking this 
route may relate to matters such as a policy of the Council or a 
special end use or the locality of an adjoining interest or perhaps an 
interest already owned in the property by the Special Purchaser.  
Where a Special Purchaser is identified, officers should seek prior 
Member approval to direct negotiation except perhaps in economic 
development cases where timing may be critical.  Once negotiations 
are underway the Director of Business Support will be able to 
determine and endeavour to seek the payment of full market value for 
the property to be disposed of. 

 

However, if the payment of full market value cannot be achieved, 
there are three potential routes to be followed.  Firstly, if full market 
value cannot be achieved by virtue of the Council’s policy, approval 
by the Council and possibly dispensation by the Secretary of State 
will need to be obtained where this has not been secured previously.  
Secondly, where the Director of Business Support cannot agree a 
market value, but this would normally be achieved, the parties could 
agree to appoint either the District Valuer or independent expert 
Surveyor to act as arbitrator to determine the matter and give the 
Council protection from future challenge. Thirdly, where the Director 
of Business Support considers that the Special Purchaser is trying to 
take unfair advantage of his position, it may be prudent to market the 
property generally to stimulate a serious offer from him. 

 

A further matter that needs to be considered under this heading is the 
question of options.  There may be circumstances where selected 
developers could be given options to develop particular areas of land 
to bring some certainty of future development.  These can, however, 
prove difficult to progress and may perhaps frustrate development at 
a time of high activity.  In view of this, options are not to be 
considered to be a favourable route to follow unless, market 
conditions seriously deteriorate and they are needed to bring 
confidence to future investment.  Should they be considered in such 
circumstances, options used need to be tight and should give the 
Council the right to trigger the termination of the option quickly should 
market conditions change. 

 

(vi)    Constitution of the Council and Independent Valuations 

As part of the disposal framework it is intended that independent 
valuation advice will be obtained, where appropriate, when 
negotiations with a Special Purchaser, which has been approved by 
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the Council, but where the Director of Business Support has been 
unable to agree the appropriate figure, due to a difference of 
professional opinion with the purchaser.  It is perhaps worth 
mentioning that at one time Local Authorities were obliged to obtain 
formal franking reports from the District Valuer prior to disposal under 
clearance procedure, and this ceased on the recommendation of the 
Borner Committee in 1981.  It does not seem prudent that the Council 
should voluntarily return to a mechanism it previously found unwieldy 
and consequently independent valuation advice should be used 
sparingly.   

 

At the present time the Constitution of the Council requires that 
independent valuations be obtained in the following circumstances: 

 

 In the event of a disposal other than by competitive tender at a 
price of £100,000 or above; 

 In the event of a disposal other than by competitive tender at a 
price less than £100,000 if the Director of Business Support 
considers this to be appropriate and also in all cases where the 
disposal is to a Member or officer (or a direct relative of either); 

 In cases of unusual or complicated sales; 

 Where there has been a significant delay between tender and 
conclusion of negotiations; 

 Where there has been a change in the nature of the property 
being sold after the tender has been made. 
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Public Open Space 

 

In accordance with the provisions of section 123 Local Government Act 
1972 land which is public open space cannot be disposed of by a 
Council (or appropriated to another purpose) unless the proposal has 
first been advertised and any objections received have been 
considered.  The Council should therefore ensure that it does not 
commit itself to disposal until after objections have been considered in 
accordance with this requirement. 

 

The Crichel Down Rules 

 

The Council should have regard to what are commonly known as the 
Crichel Down rules when disposing of surplus land.  These rules are 
currently set out in a document issued by the Department of the 
Environment on 30th October 1992 which is set out at Appendix C. 

 

Part IV of the Planning and Compensation Act 1991 applies to any land 
acquired by use of compulsory powers or where compulsory powers 
could have been used.  If the land is not returned to the former owner 
or successor in title then the former owner is to be reimbursed where 
the value of the land is enhanced by a planning permission given within 
ten years of any acquisition completed on or after 25th September 
1991. 
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Monitoring Disposals 

 

Disposals of land and property obviously play a key role in both the 
Council’s realisation of policy objectives and in maintaining an 
acceptable capital programme through the generation of capital 
receipts.  The Property Review process has helped to bring forward 
substantial capital receipts in recent years, but as time goes by it is 
proving more difficult to identify opportunities, as assets reduce and 
staffing resources have been low for a long period.  Nevertheless, 
important links have been established with the Director of Business 
Support to successfully monitor the situation and as the limitations of 
capital controls increase, the free-flow of up to date information is 
becoming increasingly important. 

 

To assist in the monitoring role, the Head of Finance and Asset 
Management is currently developing a Disposals Progress Schedule. 
This narrative information schedule will provide key officers with 
regularly updated information and target action to progress individual 
cases.  It will be important that this schedule links closely to the 
existing financial monitoring system to help tie up target priority cases.  
Obviously these monitors will contain information of a confidential 
nature, fundamental to the Council’s success in negotiations and 
distribution will need to be carefully examined so that problems do not 
arise. 

 

As resources become tighter it has become clear that this monitoring 
process needs to stretch through to completion, as the availability of 
capital receipts greatly affects the flexibility of the Council’s actions.  
Consequently, the introduction of targets for legal completion is seen to 
be fundamental to an improved process.  In addition, where disposals 
at restricted values are agreed, it will be important for the Council to 
monitor the position on the ground to ensure that its intended 
objectives are achieved and, where developments change, to seek 
claw-back.  Consequently, there will also be merit in establishing a 
post-disposal monitor to ensure that the Council does not miss any 
opportunities created in the past or in the future. 
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Disposal Framework Flowchart 
 

 
 


