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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 2020.
The focus of this Financial Strategy is on long term planning, and decision making for the
future. 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 those risks are identified,

4.

The Capital Programme is planned over a 5 year rolling period, with
“unsupported” borrowing minimised, other than where the borrowing is
essential, where the scheme meets the principles set out within the Local
Investment Fund Strategy, or where there are clear financial or economic benefits
for 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.

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

9.

The Financial Strategy supports the achievement of excellence in financial
management and use of resources.
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The key messages and proposals included within the Financial Strategy are as follows:Revenue
 Current projections anticipate a revenue budget funding gap of £4m over the 2 financial
years to 2023/2024;
 The above funding gap projections incorporate anticipated funding reductions of £1.9m
arising from significant government funding reforms, which are due to be implemented
in 2022/23. The outcome of these reforms is currently highly uncertain therefore these
projections will be subject to change as and when further announcements are made;
 The strategy for addressing the funding gap will be in the form of outcome based reviews
and budget envelopes, as detailed within the building a Better Borough report presented
to Cabinet in December 2019 (ref 19/259). The commencement of the reviews has been
delayed due to Covid however it is anticipated that further details on the review themes
and proposed governance structure for the review programme will be reported to
Cabinet in spring / summer 2021;
 The headline details for the 2021/22 year are as follows:
o A Council Tax freeze, leading to a Council Tax requirement of £9.21m;
o A planned draw from reserves of £0.5m
o A covid contingency budget of £924k, which will be allocated to areas of cost
pressures and income shortfalls as they are identified
o Proposed efficiencies/savings totalling £342k;
o £352k mainstream budget provision for the following budget pressures:


£178k unallocated general contingency budget



£70k borrowing costs relating to the covid related budgetary overspend
anticipated for 2020/21



£104k for additional costs associated with recycling

o £239k unallocated budget relating to the receipt of a Local Council Tax Support
grant, which has not yet been committed within the budget proposals
o £500k mainstream budget provision for the following priority investment:


£19k relating to the review of governance arrangements



£50k for enhanced seagull cleaning



£5k for loss of rental income relating to the market square development
site
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£13k for phone licences and new IT software



£92k for a Better Places locality budgets



£321k contribution to the Investment Fund

Capital


A new Capital Strategy and capital programme has been developed and is included
for approval within the Financial Strategy



The capital programme proposals commit £12.355m of resources within the 5 year
capital programme to 2026. These funds have been ring-fenced to the following
themes:
o
o
o
o
o
o
o
o

£2.000m
£1.075m
£1.000m
£1.330m
£2.500m
£2.250m
£1.500m
£0.700m

Property Asset Management
Infrastructure
Better Lives
Better Homes
Better Places
Coastal and Harbour Infrastructure
Brighter Futures
Better Council

Reserves
o All reserve ranges are deemed to be adequate.
Policies


Treasury Management Strategy and Investment Strategy



Capital Strategy



Prudential Indicators and Minimum Revenue Provision Policy



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.

7

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

2. CORPORATE VISION AND PRIORITIES
Corporate Plan
The Council’s Corporate Plan focuses on five key priorities; Better Lives, Better
Homes, Better Places, Brighter Futures, Better Council. The Financial Strategy will
play a key role in delivering these priorities.
Engagement and Consultation
The Council’s Corporate Plan, Vision, Aims and Priorities are all subject 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 and this takes place through a range of mechanisms e.g. Residents
and Business panels, the Council’s website, social media. Surveys with residents,
stakeholders and focus groups are regularly carried out and these are used to
monitor public satisfaction. A corporate complaints process is also in operation.
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3. THE COUNCIL’S REVENUE PLAN
3.1 REVENUE PLAN 2021-2024
The Council maintains a 3 year revenue plan, which sets out the Council’s high level
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.
Revenue Plan 2021 - 2024
17

Available Resources
16

Resources Required

£m

15
14
13
12
11
2021/22

2022/23

2023/24

The reason for the “gap” in funding is summarised in the table below
Budget Variations
Anticipated
Pay and Price Inflation
Income Inflation
Other Budget Pressures
Investment in Prioirty Areas
Covid Contingency
Covid Grant Funding
(Increase) / Decrease in Financing
Savings Identified prior year
The Funding Gap

2021/22
£000

2022/23
£000

2023/24
£000

Total
£'000

513

593

593

352
500
924
(688)
632
(1,391)
842

400
0
(150)

800
500
(86)

1,440

(2)

2,283

1,805

1,699
0
1,552
1,000
688
(688)
2,070
(1,391)
4,930

Bridging the Gap
Planned use of reserves
Savings to be identified

(500)
(342)

(500)
(1,783)

1,000
(2,805)

(4,930)

Total

(842)

(2,283)

(1,805)

(4,930)
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Contingency and investment in priority sums are dependent on identifying the required
amount of savings to establish a balanced budget position. 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 (LGFS). 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 recent government’s
deficit reduction programmes and the Council’s core grant funding allocations have
reduced by more than £8million (65%) in cash terms over the period from 2010 to
2021.
In 2016 the government announced the Fair Funding Review, further details of which
are set out below. It was originally intended that the review would determine the
baseline levels of LGFS funding post 2019/20, however due to prolonged Brexit
negotiations and the Covid pandemic the implementation date has been deferred to
2022/23 and the government has provided one year settlements for the 2020/21 and
2021/22 years. The settlements received in those years were broadly in line with
allocations received in 2019/20, with negligible uplifts for CPI.
The outcome of the Fair Funding Review is currently highly uncertain, however it is
anticipated that district councils will fare particularly badly from the review. On that
basis the Council’s financial projections to 2024 incorporate significant funding cuts.
These projections will be updated as and when further information on the Fair Funding
Review becomes available.
Business Rates
The Council’s core government funding is derived from the localised business rates
scheme, which came into effect on 1 April 2013. Under the current scheme upper and
lower tier local authorities retain 50% share of the income from business rates and the
remaining 50% is paid back to Central Government to be distributed via grants. A tariff
and top-up mechanism exists within the system to balance an authority’s retained
income shares against their deemed funding need (which is determined through the
Local Government Finance Settlement).
In 2017 the Government announced that by 2020 local authorities will retain 75% of
business rates income and have previously made commitments to move towards
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100% business rates retention thereafter. More recent government announcements
suggest that the business rates scheme in general may be subject to fundamental
reforms which will likely affect these proposals.
The technical implications associated with changes to the localised business rates
scheme and the business rates system in general are not yet known.
Fair Funding Review
As part of the 2016/17 Settlement the Government announced a ‘Fair Funding Review’
of council’s relative needs and resources. This review will assess how much funding
each authority is deemed to need; taking into account factors such as population,
demographics, deprivation, sparsity, rurality and ability to generate Council Tax
revenue.
The last funding needs assessment was carried out in 2013/14, however was largely
focussed on updating the data used in the assessment rather than revising the areas
included within the calculation. The needs formula has not been thoroughly reviewed
for over a decade and is now considered to be outdated.
The outcome of the Fair Funding Review will establish the Council’s baseline levels of
core government funding post 2022. Consultation papers on certain elements of the
review were released alongside the 2018/19 and 2019/20 provisional settlement and
further consultation documents are expected to be published in the coming months.
Council Tax
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 technical consultation on the 2021/22 Local Government Finance
Settlement set out a proposed district council referendum threshold at the higher of a
2% or £5 increase for a Band D property.
The Council’s revenue budget proposals for 2021/22 assume that Council Tax levels
for this Council will be frozen at 2020/21 levels. Given the Council’s current funding
gap current financial projections assume that, in order to protect front line services,
the maximum allowed Council Tax increase will be included within future budgets.
Inflation rates and pay increases
The medium term plan makes provision for inflation and pay awards as follows:
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Inflation: a composite rate of 0% has been used for non-salary expenditure budgets
with a corporate contingency of £200k in 2020/21 and each year thereafter to fund
unavoidable cost increases.
Pay awards: in the 2020 Spending Review the Chancellor announced a pause in
public sector pay awards for the 2021/22 year with the exception of those on the lowest
incomes. The 2021/22 budget makes inflationary provision based on those
announcements although the pay deal is still under negotiation. The 2022/23 to
2023/24 budget projections make provision for an average pay award of 3.0%.
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.
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 and
are also affected by variations in interest rates.
The council employs treasury management consultants to review its debt and
investment portfolio. These consultants work with officers to manage the portfolio risk,
whilst seeking 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
o
o

2021/22 – £200k inflation
£180k general contingency
£924k covid specific contingency
2022/23 - £200k inflation plus £400k for other budget pressures
2023/24 - £200k inflation plus £400k 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 need to be made. In this situation it is essential to maintain
sufficient contingency balances, not only to deal with unforeseen events but also to
cover the potential risk of not achieving the savings required.
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Savings Targets
Subject to future funding reductions being in line with expectation the revenue plan
highlights the need to identify significant 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 projects a funding gap of £4m over the 2 year period to 2024. This
funding gap will need to be balanced through the identification of cost savings or the
generation of additional income.
The budget strategy for addressing the funding gap will be in the form of outcome
based reviews and budget envelopes, as detailed within the Building a Better Borough
report that was presented to Cabinet in December 2019. The introduction of the
outcome based review programme has been significantly delayed due to additional
workloads associated with the Covid pandemic. The review themes and overarching
governance structure for the review programme are being developed. It is anticipated
that the structure of the review programme will be reported to Cabinet in spring /
summer 2021 to meet the timescales of the 2022/23 budget setting process.
Significant efficiencies have been delivered in recent years and it is recognised that
efficiencies alone may 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. Any prioritisation of
services will take into account the Council’s new Corporate Plan priorities.
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3.3 REVENUE BUDGET SUMMARY FOR 2020/21 AND 2021/22
The Councils current revenue spending and funding and proposed revenue spending
and funding for 2021/22 is summarised below:
2020 / 2021 Revised
Estimate
Gross
Net
Expenditure
Expenditure
£
£

Cost of Borough Services
Service Area

48,246,321
11,735,044
11,529,481
3,294,662

13,104,288
(61,808)
4,046,495
(1,313,576)

74,805,508

15,775,399 Total Expenditure
2020/21
£

Director (Nick Edwards)
Director (Lisa Dixon)
Director (Richard Bradley)
Corporate

Financing

49,728 Revenue Support Grant
258,413

Council Tax Collection Fund
Surplus / (Deficit)

2021 / 2022
Estimate
Gross
Net
Expenditure Expenditure
£
£
47,977,581
11,587,234
8,784,975
3,302,422

14,336,495
125,440
2,670,265
(3,024,570)

71,652,212

14,107,630

2021/22
£
50,000
(5,164)

Retained Business Rates
Income (net of levies)

4,665,855

Grant to compensate
131,547 Business Rates RPI caps

190,242

5,286,405

Business Rates Collection
Fund Surplus / (Deficit)*
Funding of 2020/21 Business
Rates Collection Deficit *
6,514,307
788,214

9,261,092 Council Tax Requirement

(8,578,636)
8,578,636
4,900,933
9,206,697

* The Business Rates Collection Fund deficit for 21/22 relates to the government compensation for
Covid related business rates relief granted in the 2020/21 year. Legislative requirements mean that the
government compensation for the reliefs will be received and accounted for by the Council in the
2020/21 year but cannot be applied against Collection Fund deficits until 2021/22.

The detailed proposals for the 2021/22 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 Capital Strategy is a key vehicle for developing long term change and delivering
the Council’s key priorities and corporate objectives. During the year officers have
worked alongside CIPFA to develop a new Capital Strategy for the Council. That
Strategy is attached at Appendix B of this Financial Strategy.

4.2 THE CAPITAL PROGRAMME 2020/21 TO 2025/26
The following table summarises the total expenditure included in the capital
programme and the Council’s investment in the Borough.
Capital Expenditure

Further details of the expenditure and financing, on a scheme-by-scheme basis, are
provided of the capital programme within Appendix B1.
Approved
pre
2021/22
£’000
Property Asset Management
Infrastructure
Better Lives
Better Homes
Better Places
Coastal & Harbour Infrastructure
Brighter Futures
Better Council
Local Investment Fund
Total Expenditure

857
473
11,386
2,625
24,345
29,434
2,662
1,275
14,615
87,672

2021/22*

2022/23

2023 2026

Total

£’000

£’000

£’000

£000

2,000
1,075
1,000
2,776
2,500
746
1,500
1,266
12,864

1,447

4,340

1,463

3,669

2,910

8,009

2,857
1,548
12,386
11,188
26,845
30,180
4,162
7,673
14,615
111,454

* the ring-fenced budgets recommended for approval within this Financial Strategy are currently profiled within
the 2021/22 financial year. These budgets, along with those relating to schemes approved prior to 2021/22, will
be re-profiled across the 5 year programme as the programme and projects develop.

Financing the Capital Programme
The funding of the above programme is summarised in the table below, with further
details provided at Appendix B2.
2020/21

Grants and external contributions
Section 106
Revenue contributions and reserves
Capital receipts
Borrowing

£000
35,149
739
9,715
1,268
40,801
87,672
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2021/22
£000
1,447
750
10,653
13
12,863

2022/23
£000
1,447
1,397
66
2,910

2023 2026
£000
4,340
3,534
135
8,009

Total
£’000
42,383
1,489
25,299
1,482
40,801
111,454

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 2021/22 and in the medium term are listed in Appendix G,
together with comments on how they will be managed.

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
the revenue implications of the capital programme are considered prior to
schemes being approved fro inclusion

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 through:



additional investment being linked to corporate priorities
The implementation of an Outcome Based Review process linked with
Corporate Plan priorities (as detailed within the revenue budget proposals)
The prioritisation methodologies set out within the Capital Strategy
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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:






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
the establishment of a corporate Risk Management Reserve
the monitoring of capital projects and associated risks by the Capital and
Property Asset Strategy Board

Objective 4 - The Capital Programme is planned over a 5 year period, with
“unsupported” borrowing minimised, other than where it is essential, meets the
Local Investment Fund criteria or where there are clear financial or economic
benefits for the borough;
This seeks to ensure that the cost of unsupported borrowing on the Council’s revenue
budget is minimised, thereby ensuring the capital programme is prudent, affordable
and sustainable.
This will be achieved through: 








the development of a 5 year capital programme
the use of unsupported borrowing only on schemes that meet the Local
Investment Fund criteria or where clear economic benefits can be
demonstrated.
the governance arrangements set out within the Capital Strategy
an adoption of the Local Investment Fund Save Strategy
the inclusion of contingency budgets in capital schemes
a prudent approach to the commitment of prospective capital receipts in the
capital programme
the establishment of the Risk Management 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:17





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

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 optimal reserve balances are established and reviewed annually

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
the establishment of outcome based reviews

18

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 through: the adoption of the principles set out within CIPFA’s Financial Management
Code
 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 CYCLE
The revenue and capital budgets are maintained and updated on an ongoing basis. The Council’s budget cycle spans the whole year
and is outlined below.
•Q3 projections to Cabinet
•Commence year end closedown
•End of financial year
•Financial resilience and reserves
report to Audit Committee
•Member briefings on budget
proposals
•Final Financial Strategy to Cabinet
and Council alongside Council Tax
setting report

•Q2 projections to Cabinet
•Detailed budget proposals for following
year(s) collated
•EMT / Member / SUM budget updates
•Draft budget report / Fin Strategy to
Cabinet
•Public consultation on draft budget
•Q3 financial projections
•Tax base and NNDR projections

•Start of Financial Year
•Finalise outturn position for preceding
year
•Close down and publish preceding
years final accounts
•Q1 financial projections for current
year
•External audit work commences

Jan Mar

AprJun

Oct Dec

Jul Sept
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•Q1 projections to Cabinet
•Preceding year outturn report to Cabinet
/ Council
•Preceding year external audit opinion
received
•Update future MTFP and MTCP
projections
•Q2 financial projections

8. BALANCES AND RESERVES AND FINANCIAL RESILIENCE
The Local Government Act 2003 places a specific duty on the Chief Finance Officer, i.e.
the Section 151 Officer, 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 2018 the Chartered Institute of Public Finance and Accountancy (CIPFA) released a
consultation on its plans to launch an index to measure financial resilience across all local
authorities and in December 2019 released its first public set of reports and figures on the
Financial Resilience Index. The aim of the index is to aid Section 151 Officers in assessing
and comparing financial resilience against other local authorities and providing an early
warning system where it is needed so that actions can be taken at a local level.
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 and CIPFA’s
Financial Resilience Index. 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.

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 2021/22 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
21

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
2021/22
TO
2023/24
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1

INTRODUCTION
The Council’s policy has always been to be as efficient as possible and protect
front line services and since 2010 the Council has delivered savings of £21m
from its annual revenue budget. Over that same period performance in many
areas has increased.
As staffing resources reduce and savings become harder to identify it is
becoming apparent that the length of time needed to deliver savings is increasing
therefore in recent years the Council has moved towards a more detailed 3-year
revenue budget programme.
This appendix sets out the revenue budget proposals for 2021/22 along with the
indicative projections and proposals for the period up to 2023/24, along with the
associated levels of Council Tax.
It provides details of:







2

Projected funding gaps over the period;
Cost pressures and additional investment;
The level of revenue resources available to the Council;
The Strategy for addressing the projected funding gap;
Efficiency and other savings proposals; and
Investment in one-off funding priorities

FUNDING GAP PROJECTIONS 2021 TO 2024
Each year the Council faces movements in core government funding as well as
cost pressures. In addition investment in priority areas must be factored into the
revenue budget, resulting in annual funding gaps that need to be balanced
through the identification of savings. Budgetary savings may be delivered
through cost reductions or the achievement of additional income.
Table 1 below set out the anticipated funding gaps over the period from 2021/22
to 2023/24 based on current budget projections:
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Table 1 – Revenue Budget Funding Gap

Pay and Price Inflation
Other budget pressures
Local Council Tax Support Grant – to allocate
Investment in priority areas
Covid contingency
Cost pressures and additional investment
Covid grant funding
Council Tax revenue (increase) / reduction
Core funding (increase) / reduction
Local Council Tax Support Grant
B Rates income growth (increase) / red’n
Council Tax Collection Fund deficits
Net movement in resources
Savings overachieved from 2019/20
Funding Gap

2021/22
£’000
513
352
239
500
924
2,528
(688)
55
(62)
(239)
634
5
(295)
(1,391)
842

2022/23
£’000
593
400

2023/24
£’000
593
800

Total
£’000
1,699
1,552

(150)
843
(239)
1,437

500
(86)
1,807
(241)
539

1,000
688
4,939
(688)
(425)
1,914

227
15
1,440
2,283

(300)
(2)
1,805

561
20
1,382
(1,391)
4,930

The projections show that, subject to the levels of funding cuts applied as a result
of the Fair Funding Review, savings of £4.930m will need to be identified from
the current annual revenue budget to balance the funding gap over the period to
2023/24.
The sections below provide further details on each of the areas contributing to
the funding gap.
3

COST PRESSURES AND ADDITIONAL INVESTMENT

3.1 PAY AND PRICE INFLATION
This increase reflects the inflationary allowances across budget heads along with
salary increments and variations, net of inflationary increases on income targets.
Non salary expenditure budget heads have been fixed at 2020/21 levels and any
cost increases will therefore need to be absorbed within individual service area
budgets. An allowance of £200k per annum has been retained within the budget
projections to cover unavoidable or corporate inflationary cost increases and this
will be allocated to budget heads throughout the 2021/22 year as areas of growth
are identified.
The 2020 Spending Review announcements included a freeze in public sector
pay for local government employees earning more than £24k per annum, with
employees earning less than £24k and those on the National Living Wage and
UK Living Wage receiving a minimum £250 increase. The Council’s budget
growth projections factor in these proposals.
The budget assumes nil inflationary uplift in general fees and charges income for
the 2021/22 year which reflects the impact that the Covid pandemic, and
associated economic pressures, may have on the demand for the Council’s
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discretionary services next year. The proposed fees and charges for the 2021/22
year were agreed by Cabinet in December (report ref 20/222). Projections
incorporate annual 2% uplifts in fees and charges thereafter.
As in previous years the 2021/22 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.
3.2 OTHER BUDGET PRESSURES
Table 2 below summarises the budget pressures that are factored into the
Council’s revenue budget projections:
Table 2 – Other Budget Pressures

Budget contingency (still to allocate)
Covid related borrowing costs
Recycling contract
Pension costs – triennial valuation
TOTAL

2021/22 2022/23 2023/24
£’000
£’000
£’000
178
400
400
70
104
352

400

400
800

Further details are included within Appendix A1 to this report.
3.3

INVESTMENT IN PRIORITY AREAS
The areas proposed for additional priority investment are summarised in
Table 3 below, with further details provided in Appendix A2.1.
Table 3 - Meeting Priorities
Bid
Review of governance arrangements
Enhanced Seagull cleaning
Loss of rents re Market Square development
Soft phone licences
Annual licence fee for performance and risk
management software
Better Places locality budgets
One-off contribution to Investment Fund
Investment in priorities

2021/22
£’000
19
50
5
9

2022/23
£’000
-

2023/24
£’000
-

4
92
321

(92)
(321)

500

-

500
500

The investment in priorities budget included in the 2022/23 and 2023/24 years
will be dependent on the identification of a level of financial savings sufficient
to balance the associated funding gaps in those years.
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3.4

COVID CONTINGENCY AND COVID GRANT FUNDING
COVID-19 has understandably had a significant impact on Council budgets in
terms of income reductions and additional cost pressures, and the Council will
face a net budgetary shortfall of £2m in the 2020/21 financial year as a result
of the pandemic.
The rollout of the vaccine in the latter part of the 2020/21 year and into
2021/22 should hopefully negate the need for further large scale lockdowns
and alleviate some of the financial pressures the Council faces, however it is
still anticipated that the pandemic will continue to have an impact in the
2021/22 year and beyond.
In recognition of the financial impact that local authorities will face in 2021/22
the government announced additional COVID funding of £1.55bn in the 2020
Spending Review along with an extension of the sales, fees and charges
reimbursement scheme to June 2021. The allocation of the Covid grant
funding was announced in the provisional settlement and showed that the
Council will receive a grant of £688k in 2021/22, in addition to the £2.019m
Covid grant funding received in 2020/21.
In addition to the government grant the Council’s budget provides a further
contingency of £236k to fund Covid related budget pressures, taking the total
budget provision within the 2021/22 budget to £924k. This contingency will be
allocated to budgetary heads as and when Covid related pressures are
identified.
The budget projections for 2022/23 currently includes a negligible Covid
contingency of circa £90k and nil is provided in 2023/24. This position will be
reviewed during the 2021/22 year.

4

REVENUE RESOURCES

4.1

COUNCIL TAX
For the 5-year period between 2011/12 to 2015/16 the Government awarded
one-off grants to those Council’s that opted to freeze or reduce their council tax
levels. The Council elected to freeze its council tax at 2010/11 levels in each of
those years.
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”).
The council tax referendum threshold principles for 2021/22 for district councils
are the higher of a raise of up to 2% or £5 for a Band D equivalent property.
The level of council tax income generated by the Council is principally affected
by two factors; the level of council tax charge and the council tax base.

4.1.1 Proposed Council Tax Charge
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Given the economic pressures facing residents in the coming financial year it is
proposed that the Council Tax charge for the 2021/22 year be frozen at 2020/21
levels. The budget projections for 2022/23 and 2023/24 currently assume a £5
increase for a Band D equivalent property, being the projected maximum
referendum thresholds for the years in question.
Table 4 below shows the resultant Scarborough Borough Council element of
the Council Tax levy by band if Council Tax levels are increased by this
amount.
Table 4 – Council Tax levy per band
Band

A
B
C
D
E
F
G
H

2020/21
£
159.83
186.47
213.11
239.75
293.03
346.31
399.58
479.50

£5 Band D increase
2021/22 Increase
£
£
159.83
186.47
213.11
239.75
293.03
346.31
399.58
479.50
-

2022/23
£
163.17
190.36
217.56
244.75
299.14
353.53
407.92
489.50

2023/24
£
166.50
194.25
222.00
249.75
305.25
360.75
416.25
499.50

4.1.2 Increase in Council Tax Base, collection rates 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, collection rates, discounts, and exemptions listed in the
system as well as projected changes for the following year.
The tax base for the 2021/22 year has decreased by 0.6%, primarily as a result
of the uplift in the cost of the Localised Support for Council Tax scheme and a
migration of holiday let properties from Council Tax to Business Rates. This will
reduce Council Tax income by £55k compared to 2020/21 levels.
The budget projections for future years assume that the tax base will rise by
0.5% per annum, which is in line with the increases achieved in recent, preCovid years.
In addition to the reduction in the tax base the anticipated Collection Fund
position at the end March 2021 is expected to show a negligible deficit, which
will spread over 3 financial years from 2021/22 to 2023/24.
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4.2

CORE GOVERNMENT FUNDING PROJECTIONS

4.2.1 Sources of Core Government Funding
The Council’s core government funding streams have historically comprised
revenue support grant, a share of retained business rates income, new homes
bonus and rural services grant. Two further grants: The Lower Tier Services
Grant and Local Council Tax Support Grant were announced in the 2021/22
provisional settlement.
Table 5 below sets out the projected levels of these core funding sources up to
2023/24 and shows that the Council’s annual grant funding is expected to
reduce by £1.914m over the period, reducing the Council’s anticipated reliance
on these funding sources down to £3.01m.
Table 5 – Anticipated government funding reductions
2020/21 2021/22 2022/23 2023/24 TOTAL
£’000
£'000
£'000
£'000
£'000
Revenue Support Grant
Rural Services Grant
Retained Business Rates –
baseline
Retained Business Rates –
indexing compensation
New Homes Bonus
Lower Tier Services Grant
TOTAL CORE GOVERNMENT
FUNDING
CORE FUNDING (INCREASE) /
REDUCTION
Local Council Tax Support Grant

49
21

50
22

-

-

4,286

4,286

3,510

3,010

171
397
-

223
222
183

39
-

-

4,924

4,986

3,549

3,010

(62)

1,437

539

1,914

239

-

-

-

-

Further details on the more material funding sources are set out below.
2

Retained Business Rates – baseline funding and indexing compensation
In 2021/22 and beyond it is projected that the Council’s predominant source of
government funding will relate to the localised business rates scheme.
Under the current scheme business rates income is split equally into a local and
central share. The central share is paid to central government and the local
share is retained by local authorities. A tariff and top-up mechanism exists
within the system to balance an authority’s target local share of annually
retained business rates income with the amount of funding the government
deems it needs to fund its services (its funding baseline). Where an authority’s
target retained share of business rates exceeds their deemed funding need a
tariff is payable back to Central Government and where an authority’s retained
share is less than its deemed funding need a top-up payment is received. This
council is a tariff paying authority.
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The business rates funding baseline is determined within the Local Government
Finance Settlement and will stand at £4.286m for 2021/22. This baseline
funding level is largely underwritten by the Government through a ‘safety net
mechanism’ within the localised business rates scheme. The funding baseline
will be reset alongside the Fair Funding Review.
Historically business rate multipliers and funding baselines were increased by
RPI each year, however the budget announcements made in November 2017
confirmed that from 1 April 2018 they will be inflated by CPI.
On a number of occasions since the localised scheme was introduced the
government has chosen to freeze annual business rate multipliers and charges
at previous year levels, or cap the increase below RPI / CPI levels. The
government has compensated local authorities for these freezes through an
index compensation grant, to reflect that the decision has reduced the levels of
baseline funding and business rates growth retained by local authorities.
4.2.3 2021/22 Settlement
In December 2015 the Government announced the provisional finance
settlement for 2016/17, alongside an indicative multi-year settlement offer for
the years up to and including 2020. Although the offer set out significant funding
reductions it did give local authorities some certainty over funding projections
over the four-year period so helped significantly with future financial planning.
Previous Financial Strategies highlighted that there was huge uncertainty
surrounding funding projections for the 2021/22 year and beyond due to
government proposals on the Fair Funding Review and the localised business
rates scheme (further details of which are provided in Section 4.2.4). It was,
and still is, anticipated that the Fair Funding Review and resetting of business
rates income baselines will have a significantly detrimental impact on the
resources available for district councils, and on that basis last year’s Financial
Strategy assumed that funding reductions of circa £1.5m would arise in
2021/22.
Prolonged Brexit negotiations delayed the implementation of the Fair Funding
Review and revised business rates scheme beyond the government’s original
target date of 2020/21, and a one-year settlement was subsequently
announced for the 2020/21 year. At the time of announcing the 2020/21
settlement the government made a continued commitment to the Fair Funding
Review and multi-year settlements from 2021/22 onwards, however this target
has been further delayed by the Covid pandemic.
A further one-year settlement has been announced for the 2021/22 year with
the settlement figures being broadly in line with those of 2020/21, with uplifts
for CPI.
The delay in the implementation of the Fair Funding Review has once again
significantly improved the financial outlook for the year ahead, however it must
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be stressed that the expectation is that the funding reductions will merely be
deferred to 2022/23 and beyond.
4.2.4 Core funding post 2022
In the 2015 Autumn Statement the Government announced that by 2020 local
authorities will retain 100% business rates income under the Business Rates
Retention scheme (as opposed to the current 50% scheme), and alongside the
2016/17 Local Government Finance Settlement announced the Fair Funding
Review, which will determine the baseline levels of business rates income
retained by each local authority (funding baseline).
In December 2017 the government adjusted the proposed locally retained
share of business rates to 75% however the government has confirmed that
they remain committed to a 100% scheme post 2020.
The Fair Funding review will assess how much funding each authority is
deemed to need; taking into account factors such as population, demographics,
deprivation, sparsity, rurality and ability to generate Council Tax revenue. The
last funding needs assessment was carried out in 2013/14, however was largely
focussed on updating the data used in the assessment rather than revising the
areas included within the calculation. The needs formula has not been
thoroughly reviewed for over a decade and is now considered to be outdated.
As detailed in section 4.2.3 the government has now confirmed that the
implementation of the Fair Funding Review and changes to the Business Rates
Retention scheme have been deferred from the previous target date of 2020/21;
however the government has confirmed that it remains committed to the
proposals and will implement the changes in 2022/23 alongside a fundamental
review of Business Rates.
The outcome of the Fair Funding Review will establish the Council’s baseline
funding levels therefore is an extremely important determining factor in the
levels of funding post 2022.
The Council’s financial projections incorporate core funding reductions of circa
£1.5m over the 3 years to 2023/24 in addition to reductions in business rates
growth (see below). The projections currently assume that £1m of the core
funding reductions will arise in 2022/23 with the remainder the year after. There
is a significant risk that actual funding allocations could differ substantially to
the projections included within the Council’s Medium Term Financial Plan and
the Council’s funding projections will be updated as and when further
announcements are made.
4.2.5 Retained Business Rates - growth
Within the current system local authorities that successfully increase business
rates income and exceed their target funding baseline keep a proportion of the
growth, with tariff paying authorities becoming liable to pay a levy of up to 50%
on that growth. The income generated from business rates growth is at risk if
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business rates income reduces as a result of a general downturn in the
economy.
Historically £961k of business rates growth, and £171k indexing compensation,
has been committed to balance the revenue budget. The Covid pandemic will
likely affect the levels of business rate growth retained by the Council through
non-collection of business rate debts and increases in empty property discounts
arising from business closures or non-occupation of buildings. The 2021/22
budget projections currently estimate that the Council’s share of business rates
growth will reduce by £634k as a direct result of the pandemic. Detailed business
rate calculations still need to be undertaken, therefore this figure could be subject
to change.
Business rate baselines are scheduled to be reset in 2022/23 therefore the
Council’s share of business rates growth is expected to reduce further in that
year, with an uplift in the following year relating to post reset growth. The table
below shows the levels of business rates growth committed within the Council’s
revenue budget projections:
2021/22
Growth committed in the revenue
budget proposals
Effect on the funding gap

327
634

2022/23
100
227

2021/22
400
(300)

4.2.6 Business Rates Pooling
Since 2014/15 the Council has participated in a business rate pool. Under the
pooling regime authorities within a pool are treated as a single authority for the
purposes of the localised Business Rates Retention scheme.
Individually tariff paying authorities are required to pay a levy of up to 50% on
their share of growth in business rates income. The major advantage of creating
a pool is that the overall pool levy is reduced when each of the authorities are
treated collectively as a single authority. The levies saved through the Pooling
arrangements are distributed back to pool members through a pool dividend.
A major risk in the establishment of a Pool is that the collective safety net
position (i.e. the point at which the government intervenes and funds the cost
business rate losses) is much greater than if the participating authorities are
treated individually. The level of business rates growth retained by individual
Councils within a Pool are not just affected by business rates income
generated within their own area, but across the whole Pool area.
The Council is currently part of the North and West Yorkshire Pool. With the
likes of Leeds and York having significant income from large retail stores and
office space they may be at a higher risk of seeing significant reductions in
their business rates income as a result of the Covid pandemic, which could
have a significant impact on the Pool. On that basis it has been determined
that Scarborough will not participate in a business rates pool in the 2021/22
year.
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Any dividends received from Pooling have historically been earmarked for
capital investment, therefore this decision will not impact on the Council’s
revenue budget projections.
4.2.7 New Homes Bonus
In February 2011 the government published the proposals for New Homes
Bonus (NHB); a scheme that was designed to incentivise local authorities to
increase housing supply by rewarding them with a 6-year grant for each new
house created within the area.
In its Spending Review and Autumn Statement 2015 the Government
announced that it aimed to reduce NHB funding nationally by £800m over the
Spending Review period and redirect those resources to adult social care. The
revised proposals determined that the period of grant allocations would be
reduced from six to five years in 2017/18 then to four years in 2018/19, and that
future payments would only be made for housing delivery above an annually
determined national baseline figure. This baseline was set at 0.4% in 2020/21
and has been maintained at the same level for 2021/22.
Following recent government announcements the NHB figures built into the
Council’s funding projections assume that the funding allocations announced
for 2021/22 will be for one-year only. Thereafter it is assumed that the scheme
will be phased out in its entirety and only legacy payments will be made.
The Government has stated that it will be undertaking a fundamental review of
the New Homes Bonus scheme with effect from 2022/23.
4.2.8 Lower Tier Services Grant
The Lower Tier Services Grant is a new grant for the 2021/22 year, which was
included in the provisional settlement announcements made on 17 Dec 20. The
grant is specifically for lower tier authorities and will predominantly ensure that
no authority receives less core spending power in 2021/22 than they did in
2020/21. The Council’s grant allocation is £183k.
4.2.9 Local Council Tax Support Grant
The Local Council Tax Support Grant is another new grant for the 2021/22 year,
which was included in the provisional settlement announcements. The grant will
be provided to authorities in recognition of the increased costs of providing local
council tax support following the Covid pandemic, therefore will compensate the
Council for the in-year reduction in tax base. The government is proposing to
distribute funding on the basis of working-age local council tax support caseload
and the distribution methodology is currently being consulted upon.
Indicative allocations for this funding were announced after the provisional
settlement and the Council’s allocation was quoted at £239k. This allocation
was confirmed in the final settlement announcements, which were made on 10 th
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February 21. The Council’s budget for the 2021/22 year has been balanced
without the inclusion of this funding. The funding remains uncommitted within
the budget proposals and decisions to commit the funding will be brought
forward during the year.
5.0

STRATEGY FOR ADDRESSING THE FUNDING GAP
The budget strategy for addressing the funding gap will be in the form of outcome
based reviews (Reviews) and budget envelopes, as detailed within the Building
a Better Borough report that was presented to Cabinet in December 2019
(Report ref 19/259).
The Reviews will set out proposals for a new approach to the delivery of key
services and enable focus to be on the delivery of the Council’s vision and upon
the delivery of quality services in new and innovative ways within the resource
available.
The commencement of the Reviews has been delayed due to the additional
workloads and priorities associated with the Covid pandemic. It is envisaged that
the proposals for the review themes and the overarching governance structure
for the review programme will be reported to Cabinet in spring 2021 to meet the
timescales of the 2022/23 budget setting process.

6.0

PLANNED USE OF RESERVES
Last year’s Financial Strategy assumed that £0.5m would be drawn from
reserves to balance the 2021/22 budget, and this contribution from reserves
has been maintained within the current proposals. The monies to fund this
planned draw are earmarked and held within the Council’s General Fund
Reserve.
An Interim budget report was presented to Cabinet in September 2020 (ref
20/167) and projected a further £1m funding gap for the 2021/22 year. The
Interim budget report proposed that this additional funding gap be funded
through a further one-off draw from reserves, funded from monies historically
set aside to take forward the Council’s Capital Strategy.
This draw from reserves was intended to allow the Council to establish robust
proposals for the outcome based review process; ensuring that the reviews
meet the objective of linking the Council’s budget to the new Corporate Plan
outcomes and priorities and eradicating the need to implement short term and,
potentially short sighted savings plans to achieve the required balanced budget
position.
The funding gap projections have been updated to reflect more recent funding
announcements and assumptions, predominantly relating to the 2020 Spending
Review in November and the provisional settlement in December. Updated
projections show that the additional £1m contribution from reserves is no longer
required in the 2021/22 year, however it is proposed that the contribution be
maintained and deferred to 2022/23. This will achieve the same intended
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outcomes as those detailed above and allow a robust outcome based review
programme to be established.
It is recognised that the use of reserves is not a long term or sustainable solution
for managing the projected funding gaps and it is therefore imperative that the
outcome based review programme be established as soon as possible, in order
to address the Council’s three-year funding gap in a planned and managed way.
A review of reserves is underway and will be presented to the Audit Committee
on 28th January. The findings of the review will be incorporated in the Financial
Strategy.
The Council has an established Investment Fund to provide one-off funding for
schemes that will help the Council to deliver revenue budget savings or for
areas of priority spend. The authority to approve expenditure from the
Investment Fund is delegated to the Chief Executive in liaison with the
Executive Management Team.
The uncommitted balance of the Investment Fund currently stands at £200k.
The budget proposals contained within this appendix recommend that a further
£321k be transferred to the reserve from the 2021/22 revenue budget (see
section 3.3 above) and one of the outcomes of the review of reserves will be
the proposal to transfer a further £490k from the Pension Reserve. Subject to
these proposals being approved the unallocated balance on the Investment
Fund will stand at £1.0m. The Investment Fund will play an important role in the
Council’s future financial strategy and outcome based review process.
7.0

PROPOSED SAVINGS OPTIONS
The Covid pandemic has resulted in significant additional workload and new
priorities for Council staff to manage during the 2020/21 year, which has
impacted on the Council’s ability to identify and deliver future year budget
savings.
In recognition of this the Interim budget report set out the proposal to balance
the 2021/22 funding gap through the use of reserves rather than from savings.
The savings proposed for inclusion in 2021/22 are therefore limited, and are
summarised in Table 6 below and detailed in Appendix A3. None of the savings
identified will impact on future levels of service delivery or require an Equality
Impact Assessment.
Table 6 – savings proposed for the 2021/22 year
£’000
Reduction in prior year inflation contingency budgets
Savings in internal audit
Savings achieved from Leisure Operator Contract
Savings in webcasting equipment
TOTAL
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214
15
100
13
342

8.0

STAFFING IMPLICATIONS
There are no direct staffing implications arising from the budget proposals for
the 2021/22 financial year. The Council recognises that to achieve efficiency
savings that minimise the impact on the delivery of front line services in future
years there may be a need to reduce staffing numbers, which will inevitably
result in redundancies.
Any future 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.

9.0

SUMMARY OF THE BUDGET POSITION
Table 8 summarises the net budgetary position as detailed in this report.
Table 8 – Summary of Budget Position

Funding Gap
Planned use of reserves
Savings
Shortfall

Report
Table
Reference
Table 1
Section 6
Section 7

2021/22

2022/23

2023/24

£’000
842
(500)
(342)
-

£’000
2,283
(500)
1,783

£’000
1,805
1,000
2,805

Due to the delays in the government’s implementation of the Fair Funding Review,
the overachievement of savings in 2020/21, the proposed public sector pay freeze
and planned draw from reserves the budget for the 2021/22 year has been
balanced without the need to make significant budget savings.
The Government has confirmed its continued commitment to the Fair Funding
Review and Business Rates baseline reset and multi-year financial settlements
post 2021/22, so the anticipated funding cuts arising from these substantial
funding reforms are still highly uncertain and have merely been deferred by one
year.
10.0 ASSESSMENT
Historically the government has provided multi-year settlement offers; the last of
which was a four-year offer that expired in 2019/20. Although that offer set out
significant funding reductions for the Council it did provide some clarity over
funding projections over the four-year period so helped significantly with future
financial planning. Earlier Financial Strategies have highlighted the uncertainty
surrounding grant funding post 2020, due to both the expiry of the most recent
multi-year offer and the proposed roll out of fundamental funding reforms.
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It is widely anticipated that the Fair Funding Review will have a negative impact
on funding for district councils, therefore a second year deferral to its
implementation has had a positive impact on the Council’s funding projections
for the 2021/22 year. Despite the broad cash freeze in core government funding
in recent years it must however be recognised that the Council will still receive
£8.3m (66%) less grant funding to run its services in 2021/22 than it did in
2010/11.
The Covid pandemic had a significant impact on the Council’s finances, and
current projections envisage a budgetary shortfall of circa £2m for the 2020/21
financial year. This shortfall will be managed over a long term period by rediverting revenue resources from capital and funding the associated capital
shortfall from borrowing. The costs of that additional borrowing are factored into
the revenue budget proposals for the 2021/22 year. A Covid contingency
allowance has been incorporated into the budget proposals to offset any
additional financial pressures that continue beyond 2020/21.
A perhaps more worrying outcome of the pandemic over the medium to longer
term period is the debt that the Government has had to incur to manage the crisis
nationally. Analysis shows that Public Sector Net Borrowing projections for
2021/22 rose from £55bn in the March Budget to £394bn in the 2020 Spending
Review, which represents a 616% increase, and public sector net borrowing for
2021/22 is projected to be almost double that seen at the peak of the financial
crisis in 2009. The general perception is that even tougher times are ahead for
unprotected areas of public spending such as local government, therefore the
prognosis for the Fair Funding Review allocations is not positive and could be
worse than originally envisaged.
In recognition that the anticipated government funding reductions have merely
been deferred for one year, and may be worse than originally envisaged, it is
imperative that the Council commences work on the 2021/22 and longer term
budget proposals as soon as practicable in the context of delivering a longer
term, sustainable budget over the three-year period to 2024 rather than looking
at a single year in isolation.
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APPENDIX A1
BUDGET PRESSURES
2021/22
£’000
Budget
Contingency

Budget contingency to fund unknown costs or budget pressures.

Covid related
borrowing costs

Funding of projected £2m Covid related deficit related to the 2020/21 financial year through a
reduction in revenue contributions to the capital programme, with the capital programme deficit
being funded from 40-year borrowing. The £70k revenue budget growth relates to the annual
repayment and interest costs on the borrowing

Recycling contract

2022/23
£’000

2023/24
£’000

178

400

400

70

-

-

104

-

-

-

-

400

352

400

800

UPM-Kymmene Ltd [UPM] currently process the Borough’s dry recycling under a ten year
contract. A ‘gate fee’ per tonne of material processed is paid by the Council to UPM in order for
them to sort, process and recycle the Borough’s recycling. The contract stipulates an annual
gate fee price review each October/November and the price is agreed at this point for the
following financial year.
The gate fee is calculated by updating a pricing model within the contract using published indices
for the prior twelve months. The model accounts for haulage through the Diesel Price Index,
Operating/processing costs through CPI and sales value achieved for the recycling using
published commodity prices.
The gate fee for the current year 2020/21 is £34.95 per tonne of material, including haulage to
UPM, Deeside;
a) Haulage costs have decreased due to the decrease in diesel price
b) Processing costs are broadly the same
c) Commodity prices have deteriorated significantly
d) The composition of the collected recyclate has changed with an increase in low value
mixed glass and a decrease in high value newsprint.
Collectively these factors have resulted in a significant increase in the annual gate fee for next
year to £44.64 per tonne.

Pension costs –
triennial valuation

Projected increase in employer’s pension costs associated with the triennial assessment of
contributions.

TOTAL
38

APPENDIX A2.1
MEETING PRIORITIES – BASE BUDGET GROWTH
BID
Review of Council’s
Governance Structure

Enhanced seagull cleaning

DETAILS
Review of Council’s governance structure and creation of a new
Democratic Services Officer to increase officer support for the function and
delivery of member training on overview and scrutiny and community
engagement, as detailed in Cabinet report ref 20/99 – July 2020

2021/22
£’000

2022/23
£’000

2023/24
£’000

19

-

-

50

-

-

Enhancement of seagull cleaning across the borough

Loss of rents re market
square development

Loss of rental income from Council owned building that will be demolished
as part of the proposed market square redevelopment

5

-

-

Soft phone licences

Increase in phone licences to facilitate home working

9

-

-

Annual licence fee for
performance and risk
management software

Annual licence fee for new performance and risk management software,
which will be implemented for the 2021/22 year

4

-

-

Better Places locality
budget

Allowance of £2k per member to spend on environmental improvements in
their area. Further details on the scheme are attached at Appendix A4.

92

(92)

One-off contribution to
Investment Fund

The purpose of the Investment Fund is to provide one-off funding for
schemes that will help the Council to deliver revenue savings or for areas
of priority spend. The authority to approve expenditure from the Investment
Fund is delegated to the Chief Executive in liaison with the Executive
Management Team.

321

(321)

-

413

500

500

-

500

The uncommitted balance of the Investment Fund currently stands at
£200k. The one-off contribution to the reserve in 2021/22, along with a
£490k proposed transfer from the Pension Fund reserve balance will
increase the uncommitted reserve balance to £1.0m.
Investment in priorities

Budget to fund priority expenditure

TOTAL
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APPENDIX A3
SAVINGS 2021/22

Action / Project / Saving
Savings in prior year inflation contingency and pay award allowances. Predominantly as identified in 2020/21 Q2 monitoring
report

High
£’000

Risk Rating
Medium
Low
£’000
£’000

Savings in internal audit base budget costs following transfer of service to Veritau
Planned savings achieved from Leisure Operator Contract following the outsourcing of the service. Savings are in line with
the original contract sums agreed and do not reflect any additional compensatory sums that might become payable to the
operator as a result of the Covid pandemic
Budget savings on webcasting equipment as a result of undertaking work in-house
-

40

-

Grand
Total
£’000

214

214

15

15

100

100
13
342

13
342

APPENDIX A4
WARD MEMBER BETTER PLACES LOCALITY BUDGET
The Council has a renewed commitment to empowering people and organisations to
do more to help our communities throughout the Borough.
A scheme to provide Ward Member Better Places budgets would allow every
Borough Councillor to respond to local needs by recommending the allocation of
small amounts of money to support projects or activities that benefit the communities
they represent at grass roots level. Such initiatives are usually run by volunteers
from the local community, fill important gaps left by the public and private sectors,
address specific local concerns, empower individuals and enable community voices
to be heard and action to be taken.
Ward Member Better Places Locality Budget would:





Increase levels of community engagement at a very local level
Allow flexible and timely funding of small initiatives within communities which
provide flexible and immediate solutions
Help communities help themselves
Enhance the wellbeing of our local communities

Examples of projects or activities that could be funded, in full or part, could include
tree planting, installation of a new bench or noticeboard, improvements to open
spaces, provision of new play equipment, improved signage, new flower beds or
planting, introduction of a local recycling initiative, support for Parish Council,
Friends, In Bloom and other community groups with a focus on improving the local
environment.
How could it work in practice?
Each Councillor would be given a budget of £2,000 to allocate to such initiatives in
their ward during the financial year. Each initiative would require a simple
application form to ensure openness and transparency.
The grants should be used to provide a cleaner, greener local environment and
priority would be given to projects which support the Better Places aspiration as set
out in the Council’s Corporate Plan ‘Better Borough, Brighter Futures’.
The preference is for grants to be awarded directly to local community groups to
support delivery of local community based initiatives. However, it is recognised that
in some areas groups may not exist and in these cases the works may be
undertaken directly by the Borough Council or another organisation for example
Beyond Housing, North Yorkshire County Council or the Parish Council.
Each grant would be a minimum of £500 and a maximum of £2,000 per individual
member (although values below £500 may be considered in exceptional
circumstances). Councillors representing the same ward could pool their budget to
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fund a bigger scheme if required. Funding could be supported for projects outside
the ward where people from within a Councillor's ward would benefit.
Supporting grass roots, community based initiatives in this way ensures that funding
is provided where it is needed most. By working together, in true partnership, the
Council and our local communities can ensure that small scale projects, which make
a real and genuine difference to where we live, can move forwards and improve our
local environment to the benefit of everyone.
Considerations
The decision making process of each Councillor must be open and transparent and
Councillors should consider:






Whether the allocation meets the criteria to deliver ‘Better Places’
What is the likely perception of a grant by other Councillors and the wider
community
How will a grant enhance the reputation of the Council
Avoiding pre-election periods for funding decisions.
Any revenue budget implications for ongoing maintenance or support for a
particular project.

Funding will not be used for:







Projects or activities that will only benefit an individual or an individual family or
a private business;
Political parties or trade unions or employers’ associations or groups affiliated
with any of these
Lobbying or lobbying organisations
Projects or activities that seek to promote a faith or belief as their main purpose
Projects or activities that are contrary to the Council’s equality objectives.
Projects that would result in fraudulent or illegal activity, or activity that would
bring the Council into disrepute.

Implementation
The scheme will be administered by the Democratic Services department.
Application forms and funding guidance will be prepared and shared with all
Members.
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APPENDIX B

CAPITAL
STRATEGY
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1.

Background and Scope

1.1

The Chartered Institute of Public Finance and Accountancy (CIPFA)
Prudential Code requires local authorities to produce a Capital Strategy to
demonstrate how capital expenditure, capital financing and treasury
management activity contribute to the provision of desired outcomes and take
account of stewardship, value for money, prudence, sustainability and
affordability.

1.2

The Capital Strategy 2021/22 – 2025/26 forms part of the framework for
financial planning and is integral to both the Medium Term Financial Plan
(MTFP) and the Treasury Management Strategy (TMS). It sets out how capital
investment will play its part in delivering the long term strategic objectives of
the Council, how associated risk is managed and the implications for future
financial sustainability.

1.3

In contrast to revenue expenditure which is spending on the day to day
running costs of services, capital expenditure seeks to provide long-term
solutions to Council priorities and operational requirements. Capital
expenditure is technically described as: Expenditure on the acquisition,
creation or enhancement of ‘non-current assets’ i.e. items of land and
property and plant which has a useful life of more than 1 year. Expenditure for
capital purposes therefore gives rise to new assets, increases the value or
useful life of existing assets or, generates economic and social value and an
income stream to the Council via non-treasury investments.

1.4

The Capital Strategy provides a high level summary of the Council’s approach
to capital investment. It will guide the development of service capital plans
and sets out the policies and practices that the authority uses to establish,
monitor and manage the Council’s capital programme.

1.5

The key aims of the Capital Strategy are:
i.

To ensure investment is prudent, affordable and sustainable over
the medium term and adheres to the Prudential Code, Treasury
Management Code and other regulatory conditions;
ii. To maintain the arrangements and governance for investment
decision-making through the establishment of a Capital and Asset
Governance Board;
iii. To make the most effective and appropriate use of the assets and
funds available in long term planning and using the most optimal
annual financing solutions;
iv. To establish a clear methodology to prioritise capital proposals to
drive the delivery of the Council’s Corporate Plan priorities;
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v. To establish effective arrangements for the management of
expenditure including the assessment of project outcomes,
deliverability and value for money.
1.6

All capital expenditure and capital investment decisions are covered by this
Strategy. It is refreshed annually in line with the Financial Strategy to ensure it
remains fit for purpose and enables the Council to make the investments
necessary to deliver its strategic aims and objectives.

2.

Policy Context

2.1

The Corporate Plan 2020 – 2023 sets out the Council’s vision and priorities
and will drive capital investment plans within the borough. The Corporate Plan
priorities are as follows:









2.2

Better Lives
o Happy, healthy, active people
o Thriving and engaged communities
o A borough where all feel safe
Better Homes
o A good quality home for all
Better Places
o A clean, green and attractive environment to be proud of
o Vibrant town centres
o A vibrant culture and heritage offer
Brighter Futures
o Economic growth that benefits everyone
o A well connected place
Better Council
o An efficient, effective and financially sustainable council

In addition to the Corporate Plan there are a number of complementary and
emerging plans and strategies that will drive future capital investment,
examples of which are provided below:







Asset Management Plan and Property Strategy
Town Investment and Masterplans
Housing Strategy
Digital Strategy
Commercial Strategy
Playing Pitch, Parks and Green Spaces Strategies
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2.3

Treasury Management refers to the processes of managing and reporting on
the Council’s performance in matters of investment and borrowing. The
Council’s Treasury Management Statement and Investment Strategy and
Prudential Indicators, which are appended to the Financial Strategy as
separate appendices, have numerous links to the Capital Strategy, including:






Approved limits on borrowing
Limits for investment types and counterparty limits
Planned capital expenditure
Estimates for the future Capital Financing Requirement
Policy on the Minimum Revenue Provision

3.

Capital Strategy Core Principles

3.1

Like most public sector bodies the Council has historically experienced delays
in the progress of projects and slippage within the capital programme. This
can be directly linked to the size of the programme, capacity to deliver and
over optimism about the prospect of a project in terms of cost, time and
external factors outside the sponsor’s control.

3.2

Going forward the delivery of the capital programme will be overseen by a
governance board, comprising the Council’s Executive Management Team
(as outlined in section 6). The Governance Board will ensure that the projects
being proposed for inclusion within the capital programme adhere to the
principles set out within this Strategy and can be delivered within the
timeframe and budget stated. Resource capacity and size of the programme
will be assessed throughout the year as schemes are approved for inclusion
in the programme.

3.3

The Council will operate a corporate approach to the prioritisation of capital
spending, and the Governance Board will ensure that all schemes approved
for inclusion within the capital programme are in line with the following
investment principles:
Table 1 – Capital Strategy Investment Principles
Investment to achieve
Corporate Priorities

The Council will invest in projects that deliver the
priorities and objectives set out in the Council’s
Corporate Plan.

Investment that
The Council will invest in projects that generate
generates cost savings cost savings or additional income by:
or additional income
 reducing running costs
 avoiding costs that would otherwise arise, or
 increasing income

47

Scheme progressed under this category will need
to meet the criteria set out within the Council’s
Local Investment Fund Strategy, which is included
as a separate Appendix to the Council’s Financial
Strategy.
Investment to improve
and maintain Council
assets and address
statutory requirements

The Council will improve and maintain the
condition of core property and infrastructure assets
to extend their life where appropriate.
The Council will make provision for lifecycle
investment (capital and revenue) to maintain
assets and infrastructure to a standard that
effectively supports long term service delivery and
statutory requirements.

3.4

It is recognised that the Council’s revenue and capital budgets are intrinsically
linked. The revenue implications of funding the capital programme are the
loss of interest receivable from the use of internal cash balances or
repayment of principal and interest costs on additional borrowing. Capital
expenditure can also affect the revenue budget requirement through reduced
maintenance costs, increased running costs of new assets or the generation
of financial returns from schemes pursued under the Local Investment Fund
Strategy. The impact that capital expenditure will have on the Council’s
revenue budget will form an essential part of the assessment of capital
projects. Schemes will not be included in the capital programme unless the
long-term revenue implications have been quantified and budgeted for.

3.5

The Council has worked closely with funding partners (particularly
Government Office, Heritage Lottery Fund and private developers) to deliver
recent projects and has been extremely successful in levering external
investment into the borough to support the capital programme. Future projects
will continue to be developed through partnership working and the Council will
continue to aim to maximise external funding opportunities where the funding
supports a scheme that meets a Council priority.

3.6

Where appropriate the Council will invest in wholly or partly owned companies
where this is the most appropriate means to deliver strategic objectives or for
a financial return. Any such investment must be approved by Full Council and
will be monitored by the Section 151 Officer. Further details are included
within the Council’s Treasury Management Statement and Investment
Strategy.
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3.7

The Council has the ability to lend monies to local bodies or its subsidiaries to
support local public services and stimulate local economic growth. Any such
loans must be approved by Full Council and will be monitored by the Section
151 Officer. Further details are included within the Treasury Management
Investment Strategy.

3.8

The capital programme will support borrowing for schemes that meet the
Local Investment Fund criteria (i.e. schemes that are revenue cost neutral and
generate annual income or cost savings which cover the financing costs
associated with the upfront investment). The use of borrowing for other
schemes will be minimised, other than where it is essential or where there are
clear financial or economic benefits for the borough.

3.9

In summary the core principles underpinning the Capital Strategy are as
follows:
1. The assessment of capital investment decisions and funding of the
capital programme will be considered alongside the revenue budget as
part of the Council’s integrated financial planning process
2. The capital programme will be planned over a 5 year period, with
“unsupported” borrowing minimised, other than where the borrowing is
essential, meets the Local Investment Fund Strategy criteria, or where
there are clear economic benefits for the borough
3. The capital programme will include only those schemes which assist in
delivering a Council priority, deliver a financial and economic return or
improve or maintain Council assets
4. The Council will seek to attract investment into the borough and
maximise external funding to support the capital programme, where
that investment and external funding supports a Council priority
5. The evaluation of capital investments will follow an agreed process,
which allows scrutiny whilst not limiting innovation and adaptability
6. Capital projects will be monitored and evaluated, both during and after
their completion, to ensure their efficient progress and capture lessons
learned
7. The management, mitigation and monitoring of risk will form a key part
of managing the Capital Strategy
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4

Achieving priorities through Capital Investment

4.1

Capital expenditure and investment is a key tool in achieving Council
priorities. Targeted investment can provide the Council with the assets it
needs to deliver high quality, value for money services and be targeted to
deliver additional corporate priorities.

4.2

Ideas for capital schemes could come from a wide variety of sources including
officers, external stakeholders, individual members or Council committees.

4.3

Capital investment will be prioritised and managed in line with the core
principles and governance arrangements set out within this Strategy. The
diagram below is an illustration of the key principles and processes for
initiating a capital project up to approval stage.

Identify Corporate
Priorities

•As detailed in Corporate Plan and complementary corporate strategies
•Dialogue with senior officers, members and key stakeholders

•Consider ways to best meet Corporate Plan and service delivery objectives
•Review a wide range of options to facilitate the delivery of priorities
•Intrinsically linked to service or asset management planning and Outcome Based
Ascertain need for
Capital Investment Review programme

Identify Capital
Projects

•Identify the capital needs associated with the delivery of corporate priorities
•Identify capital investment that will achieve a corporate priority, meet Local
Investment Fund criteria or improve or maintain Council owned assets
•Submit capital bid

•Following the governance arrangements set out in this Strategy
Evaluate Schemes

•Schemes included in the programme are fully costed with clearly anticipated
benefits
Produce a Capital •Subject to member consultation and approval
Programme
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5.

Funding Capital Investment

5.1

The Council’s core capital programme is approved by Full Council as part of
the annual budget setting process. The programme is funded from a range of
sources, principally:






5.2

Capital Receipts
Prudential Borrowing
Grants
Section 106 contributions
Revenue and Reserves

The first call on available capital resources will always be the financing of any
actual over spend on live projects, including those carried forward from
previous years.
Capital Receipts

5.3

Capital receipts are derived from the sale of Council assets. The use of these
receipts is restricted to the funding capital expenditure or repayment of
existing debt. Sale of assets should be through an open market process to
determine best value.

5.4

Where the sale of an asset leads to a requirement to repay grant or incur a
capital outlay to relocate facilities or services, the capital receipt will be utilised
for this purpose. Where a capital receipt is not needed to repay a grant or
relocate facilities or services it will be available to support the capital
programme as a corporate resource.

5.5

Decisions as to the use of capital receipts beyond the uses detailed in section
5.4 will be made by Full Council as part of the annual budget setting process.

5.6

Capital receipts will not be ring-fenced. The ring-fencing of any capital
receipts will be subject to the approval of Full Council and any such ringfencing decisions will be considered in light of the Council’s overall financial
position.

5.7

The Council may opt to forego capital receipts in order to meet wider
corporate objectives (e.g. to increase the provision of affordable housing units
or as part of a wider redevelopment plan). Any such decisions will be subject
to the approval of Full Council.

5.8

The existing capital programme is not dependent on a planned programme of
capital receipts, other than the projected receipts from the sale of replaced
vehicles and equipment.
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Prudential Borrowing
5.9

The Council is able to borrow monies to fund capital schemes. Borrowing
decisions will affect the Council’s revenue budget through increased financing
and debt repayment costs. The Council will investigate opportunities to
resource capital projects using prudential borrowing where plans are
sustainable, affordable and prudent.

5.10

The existing capital programme includes an initial, approved ring-fenced
budget to pursue schemes that meet the criteria set out within the Local
Investment Fund Strategy which generate sufficient additional income and
cost savings to cover the revenue costs associated with the borrowing. Given
that these schemes deliver a cost neutral revenue budgetary position for the
Council the available funding for the proposals is in effect unlimited, providing
the business case can be made. Schemes progressed under this theme will
need to meet the criteria set out within the Council’s Local Investment Fund
Strategy, which is included as a separate Appendix within the Council’s
Financial Strategy.

5.11

The Council will face an exceptional revenue budgetary deficit in the 2020/21
financial year due to the Covid pandemic. This has been addressed within the
Council’s Financial Strategy by redirecting £2m of revenue contributions that
were previously committed to funding the capital programme. The resulting
capital programme funding shortfall has been financed through uplifts in
borrowing. The revenue costs associated with the financing and repayment of
that borrowing have been factored into the Council’s MTFP projections. The
existing capital programme is not currently dependent on any further planned
increases in the use of borrowing, other those which have already been agreed
by Council and for Local Investment Fund schemes. The use of borrowing will
be minimised, other than where it is essential or where there are clear financial
or economic benefits for the borough.

5.12

All borrowing must be in accordance with the Prudential Code, Treasury
Management Statement and Investment Strategy.
Grants

5.13

Central government, government agencies and other bodies provide capital
grant funding that can be either ring fenced or non-ring fenced. The Council is
committed to seeking out innovative partnership and funding opportunities in
order to deliver the capital strategy and achieve best value, and the Council
will seek to attract investment into the borough and maximise external funding
to support the capital programme.

5.14

Where there is a requirement to make an application to an external agency to
receive external funding, and when appropriate to commit Council resources
as matched funding, a business case should first be presented for

52

consideration to the Capital Strategy and Property Asset Management Board.
The business case must demonstrate how the project aligns to the Council’s
priorities and how matched funding and any revenue consequences can be
managed within the context of the capital and revenue budget.
5.15

The Council’s capital programme includes external grant funding where the
receipt of the grant funding is highly likely or where grant notifications have
been received. The Council may receive additional grant notifications
throughout the financial year and this will increase the capital programme
budget. The authority to accept grants, and increase project budgets to reflect
the receipt of grant funding, will be delegated to the Section 151 Officer.
These changes will be reported to Cabinet as part of the quarterly capital
programme update report.
Section 106 Contributions

5.15

Section 106 of the Town and Country Planning Act allows Local Planning
Authorities to impose restrictions or requirements on land, including the
payment of monies towards infrastructure. Thus, where infrastructure is
required to make developments acceptable, a s106 obligation forms part of
the planning permission. These obligations may result in monies being
received by the Council for investment in specific areas such as affordable
housing, education and open spaces.

5.16

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. Any contributions received are ring-fenced for the
purposes as set out in the relevant s106 agreement and are applied to fund
schemes within the capital programme once an eligible scheme has been
identified.

5.17

The Council’s capital programme includes s106 contributions where the
receipt of the funding is highly likely or has been received. The Council may
receive additional s106 contributions throughout the financial year and this will
increase the capital programme budget. The authority to allocate s106 monies
to projects, and increase project budgets to reflect the use of s106 funding,
will be delegated to the Capital Strategy and Property Asset Management
Board. Any such changes will be reported to Cabinet as part of the quarterly
capital programme update report.
Revenue and Reserves

5.17

An element of the revenue budget or revenue reserves can be set aside to
fund the capital programme. The Council’s budget, and other appendices
within the Financial Strategy, sets out the approach to the allocation of
reserve and revenue balances to support the capital programme.
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6

Governance of the Capital Strategy
Capital Budget Setting

6.1

The capital programme is agreed annually by Full Council as part of the
budget setting process. The Capital Programme will include approved scheme
budgets alongside unallocated ring-fenced capital budgets under the following
core themes, which are predominantly driven by the Corporate Plan priorities:










Property Asset Management
Infrastructure (incorporating bridges, retaining walls, hard standings
and street lighting)
Better Lives
Better Homes
Better Places
Better Places: Coast Protection, Coastal Infrastructure, Harbours
Brighter Futures
Better Council
Local Investment Fund

6.2

The Capital Strategy and Property Asset Management Board, which consists
of all members of the Council’s Executive Management Team, leads on the
development, maintenance and delivery of the Capital Strategy that is
consistent with the relevant codes of practice, corporate strategy, core
regulatory functions, MTFP and Treasury Strategy.

6.3

The Board has an oversight and stewardship role for the delivery of the
Council’s capital expenditure within affordable limits, which will include both
the capital programme and capital investments. The Board will provide
strategic direction to the programme and projects where necessary and will be
responsible for ensuring the capital programme is effectively managed and
delivers the Council’s strategic objectives.

6.4

The Board will be responsible for ensuring that new capital investments have
been appraised and prioritised in line with the governance procedures
contained within this Strategy and will make recommendations to members in
regards to the allocation of capital programme budgets to individual projects.

6.5

The Board is supported by the Capital Strategy and Property Asset
Management Working Group (the Working Group) which comprises lead
officers from key service areas such as legal, finance, estates, projects,
regeneration and asset management.
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6.6

The authority to allocate ring-fenced budgets to individual capital projects or
feasibility works will mirror the values contained within the Council’s up to date
financial regulations. The limits are currently as follows:
 Up to £50k – decisions are delegated to the Board
 Between £50k to £140k Individual Cabinet Member
 Above £140k Cabinet
Prioritisation of Capital Investment

6.7

It is recognised that demand for capital investment exceeds the resources
available therefore a process for the prioritisation and approval of capital bid
submissions is required. The capital programme themes listed in Section 6.1
are driven by Corporate Plan priorities and asset management and
infrastructure requirements. The allocation of ring-fenced sums across each of
the identified themes should ensure that capital expenditure is distributed
across all corporate priority areas.

6.8

New programmes of capital expenditure are appraised following a clearly
defined gateway process, which is overseen by the Board. A suite of project
templates accompany the process to ensure a consistent approach is taken to
the project prioritisation process. The gateway stages are as follows:




Gateway 1 – Project Brief
Gateway 2 – Outline Business Case
Gateway 3 – Full Business Case

6.9

Capital bid requests, which cover the next five year period, will be submitted
to the Working Group in the form of Project Briefs. The Project Briefs will set
out details of the capital expenditure required, indicative budget requirements,
timescales, project outcomes and links to Corporate Plan priorities.

6.10

The Working Group will collectively review, challenge and prioritise submitted
Project Briefs and make recommendations to the Board as to which schemes
should be included within the capital programme. The prioritisation of bids will
include an assessment of the following criteria:






Linkages to the delivery of the Council’s Corporate Plan objectives or
improved service delivery
Whether the scheme is required to meet statutory requirements
Whether the scheme is required to sustain core infrastructure
Whether there is reputational risk attached to not undertaking the
proposed expenditure
Whether the scheme has the ability to lever in match funding to
partially or fully fund the scheme

55







Whether the capital expenditure meets Local Investment Fund criteria
Whether there are revenue budget implications associated with the
scheme
Whether the scheme is considered to be affordable
Risks and exit strategies
Delivery timescales

6.11

If a capital bid is successful and is recommended for inclusion within the
capital programme a budget will be established to undertake feasibility and
business case work where required. Budgets for the delivery stage of capital
projects will only be included within the capital programme when the scheme
is supported by adequate business case documentation that has been
reviewed and approved by both the Working Group and Board.

6.12

The governance process for approving capital investments (e.g. loans and
investments in wholly or partly owned companies) is the same as that for the
wider capital programme, with the requirements for a fully reviewed business
case and comprehensive due diligence and risk assessments being
undertaken.

6.13

The Working Group will make an assessment of the skills required and the
Council’s capacity to deliver capital schemes as part of its challenge and
assessment of capital bids and business case documentation. This work,
along with the assessment of project documentation, will be supported by
professional advisors where necessary to ensure that robust investment
decisions are made. This advice will cover financial, legal, property, risk and
economic outcomes through appropriate appointments.

Monitoring and evaluation of Capital Projects
6.14

Effective monitoring of projects is a vital element of good capital governance.
Capital projects are often significant not only in terms of financial resource
requirements but also organisational capacity, impact upon service delivery
and the achievement of corporate priorities and reputational risk. It is
therefore vital that there is sufficient monitoring of the capital programme to
allow stakeholders to be informed of progress and for officers and members to
make decisions as required.

6.15

In order to meet the above requirements capital projects are assigned to lead
officers. The lead officer is responsible for delivering the project and
associated outcomes on time and on budget and for managing any risks
associated with the project. A suite of project management template
documents is in place to ensure a consistent approach to project delivery.
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6.16

Lead officers are required to submit progress updates to the Working Group
on a quarterly basis. The Working Group will collate the lead officer updates
and prepare an exception report for the Board on any areas of concern or
programme slippage. The Board and Working Group may invite project leads
to scheduled meetings to present progress reports and discuss areas of
concern.

6.17

Cabinet will receive information on the progress of capital projects on a
quarterly basis as part of the finance budget monitoring reports. Committees
may also add specific projects to their work plan should they wish to scrutinise
projects in more depth. The quarterly reports will reflect:










New resource allocations
The allocation of ring-fenced sums to specific projects
A review of project progress and forecasting including the achievement
of key milestones, outputs and outcomes
Rescheduling in programme delivery
Schemes reduced or removed from the programme
Revisions to spend profile and funding to ensure ongoing revenue
costs are minimised
Monitoring of the funding of the programme
A review of completed schemes
Capital receipts generated

Post completion evaluation
6.18

All capital projects will be subject to a post project evaluation. This
assessment will be completed by the lead officer alongside the project team.
Key findings of this assessment will be reported to the Board and a corporate
register of areas identified will be maintained so that managers planning new
projects can have due regard for any lessons previously learned.

6.19

The roles of officers and members in the decision making and delivery of the
capital programme is summarised in the table below:
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Capital Strategy - Role of officers and members
Full Council
•Approves the Capital Strategy and Corporate Plan
•Agrees the capital programme and budget allocations
•Approves projects with a Council contribution in excess of £3m
Cabinet
•Approves the allocation of the capital programme budget allocations to
individual projects
•Receives update reports on the delivery of the capital programme and
corporate objectives
Capital Strategy and Property Asset Management Board
•Makes capital programme recommendations to Cabinet and Council
•Oversees the delivery of the capital programme
•Performs initial sift of viable capital schemes
•Approves capital bids and business cases
Capital Strategy Working Group
•Oversees the capital bidding process
•Approves capital bids and business cases prior to sign off and submission to the
Board
•Makes recommendations to the Board
Directors and Service Managers
•Identify priorities and opportunities for capital investment, in liaison with
members and stakeholders
•Submit capital bids
•Complete business cases
•Act as, or appoint lead officers for projects
Individual members and other committees
•Liaise with Executive Management Team to flag potential capital asks
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7

Risk Management

7.1

The Capital Strategy must be considered alongside the principles of risk
management. Risks are inevitable within a capital programme, as with all
aspects of Council operations, and effective management of risk is a vital part
of the Capital Strategy. All significant projects are required to maintain a risk
register.

7.2

No project or investment will be approved where the level of risk (determined
by the Cabinet or Chief Financial Officer) is deemed to be unacceptable.

7.3

The types of risks the Council is exposed to in the capital programme are
summarised below:
Financial Risks - the risk of significant cost overruns or investments not
performing as expected. Mitigation of this risk will be in the form of close
scrutiny of capital spending and monitoring of investments through the Board
and Working Group.
Strategic Risks – the risk of not delivering key Council priorities or projects.
Mitigation will be in the form of careful selection and planning of capital
projects before commencement and project managers reviewing project
progress and taking corrective action where necessary. Changes to the
outcomes of schemes will be monitored by the Board and be reported to
Cabinet through the quarterly capital programme update reports.
Governance Risks – the risk of capital spending decisions not being
appropriately considered and decisions not being made at the correct level.
Mitigation of this risk is through the governance principles set out within this
Capital Strategy.
Resourcing Risks – the risk that insufficient funds or staffing resources are
available to fund and progress the schemes within the capital programme or
that the incorrect type of funds are applied to capital projects. Mitigation of this
risk is through the governance arrangements contained within this Capital
Strategy and the oversight provided by the Capital Strategy and Property
Asset Management Board and Working Group.
Risk Management Reserve

7.4

The Council has in place a Risk Management Reserve to mitigate some
financial risks in relation to the capital programme. Further details are set out
within the reserves section of the Financial Strategy (Appendix F).
VAT Partial Exemption

7.5

A specific risk to the Council is the VAT partial exemption threshold. Local
authorities can normally recover all VAT incurred on expenditure, so long as
59

the VAT on costs relating to exempt business activities is not more than 5% of
all VAT incurred. If this limit is beached the VAT on all costs relating to
exempt activities becomes payable to HMRC.
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 2021/22, based on the
budgetary levels and capital expenditure set out in this report, is 1.56% however
slippage on capital schemes (both from 2020/21 into 2021/22 or from 2021//22
into 2022/23 and beyond) could significantly affect this figure.
The table below outlines the makeup of this calculation:
Venue

2020 / 21 Budget
Value (£)

Revenue – Estimated Input Tax
attributable to exempt activities
Filey Community Centre and TIC
Indoor Bowls Centre
Scarborough Harbour (inc Coble
Landing)
Crematorium
Falsgrave Community Resource
Centre
Whitby Harbour
Total
Capital – Estimated Input Tax
attributable to exempt activities
VPE Replacement

2021 / 22 Budget
%

Value (£)

%

10,647

92

10,647

92

300

100

300

100

13,295

33

11,359

33

17,948

94

17,948

94

3,247

97

3,247

97

11,190

13

11,190

13

56,627

54,691

2,608

2

2,264

2

883

2

628

2

Harbours
Other

5,000
-

13
-

Note 1

-

Total
Input Tax
Total Estimated Input Tax (excludes

8,491

2,892

3,450,000

3,700,000

172,500

185,000

56,627

54,691

8,491

2,895

IT Replacement Fund

some capital spend in case schemes are
delayed)

5% of Estimated Input Tax (i.e
partial exemption threshold)
Summary of VAT attributable to
exempt activities
Revenue Projected
Capital Projected
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Total VAT attributable to Exempt
Activities
Estimated Partial Exemption %

65,118

57,586

1.89

1.56

The Council’s partial exemption % in 2019/20 was 1.57%.
The above table only includes very low levels of capital expenditure and does
not reflect any of the uncommitted resources allocated under the core themes.
As this funding is allocated it may have an impact on the above calculation
and this will need to be carefully monitored throughout the year (and beyond)
to assess the VAT implications and the impact on the Council’s partial
exemption limit.
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8

The Capital Programme 2021/22 to 2025/26
Resources available to take forward the 5 year Capital Programme

8.1

In recent years the Council’s Financial Strategy has set aside several funding
sources in order to create a sum of money to take forward the Capital Strategy
and associated capital programme. These monies, along with underspends
against budgets set aside for major coast protection schemes, capital reserves,
and budgets historically committed to schemes that have not yet progressed
total £12.355m, as detailed in the table below:
£’000
Funds earmarked for Capital Strategy (net of amounts already
committed)
Coast Protection scheme underspends
Capital Development Reserve
Harbour reserves¹
Monies set aside in operational reserves
Homelessness reserves and s106 housing monies
Plus: approved budgets included in previous 5 year
capital programme *
Eskside Wharf
IT Fund (£157k p.a)
Unallocated asset management monies
Lighting columns
TOTAL

3,596
1,371
3,000
746
75
830

1,500
785
210
242
12,355

1 Harbour reserves will continue to be specifically earmarked for investment in the Harbours
* these schemes may continue to be supported within the new 5 year capital programme but will be subject
to the new capital bid and business case processes set out within the Capital Strategy

Allocation of resources
8.2

Section 6.1 of this Strategy sets out that the capital programme will include
budgets for those schemes that have already been approved and are
progressing, along with unallocated ring-fenced capital budgets under core
themes. It is proposed that the above resources be committed to the Council’s
5 year capital programme 2021/22 to 2022/27 as follows:
Property Asset Management
Infrastructure
Better Lives
Better Homes
Better Places
Better Places: Coast Protection and Harbour Infrastructure
Brighter Futures
Better Council

62

£’000
2,000
1,075
1,000
1,330
2,500
2,250
1,500
700
12,355

8.3

The above allocations will form the ring-fenced budgets within each of the
capital programme themes and will be allocated to individual projects
throughout the term of the programme using the governance arrangements set
out within the Capital Strategy. Although these resources will be allocated in
the 2021/22 year it should be noted that the capital programme must focus on
the longer term 5 year period and not the 2021/22 year in isolation. The profiling
of the capital programme expenditure over the longer 5 year period will develop
as the year progresses.

8.4

In addition to the above funds the Council will likely receive s106 and additional
grant funding, which will increase the available resources further. These
additional resources will be allocated to projects within the capital programme
as and when the funds are received or when grant notification letters are
received. The Council may also benefit from additional capital receipts over the
life of the programme term. Any such receipts will be allocated in the capital
programme budgets in future years.
Capital Programme themes and indicative projects

8.5

Property Asset Management
The Property Asset Management budget will be allocated to capital projects
that improve and extend the useful lives of the Council’s commercial and
property asset holdings, or projects that involve the demolition of obsolete
Council owned property assets.
An initial, high level assessment of the maintenance requirements for the
Council’s current property holdings has identified liabilities of circa £16m over
the ten year period to 2031 and it is acknowledged that there remains gaps
within the current data.
It is recommended that a ring-fenced budget of £2m be allocated to this
theme to take forward essential and priority property asset management works.
It is recognised that this amount will not be sufficient to address the Council’s
full maintenance backlog and it is likely that this budget will need to be
increased over the 5 year life of the capital programme through the allocation
of additional capital receipts that might be generated over the period.
The Council is working with CIPFA to develop a Property Asset Management
Strategy and this will be presented to members during 2021. This Strategy will
set out the Council’s approach to the prioritisation of its property asset base
and associated repairs, therefore the budget will be allocated in accordance
with that Strategy. The identified maintenance requirements may reduce
through a programme of asset rationalisation, which will also be driven through
the Property Asset Management Strategy.

8.6

Infrastructure
The Infrastructure budget will be allocated to projects that improve the quality
or extend the life of hard standings (e.g. pavements and car parks), bridges,
retaining walls and street lighting.
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A 5 year schedule of infrastructure requirements will be developed so that
infrastructure works can be prioritised within the capital programme.
It is recommended that a ring-fenced budget of £1.075m be allocated to this
theme to take forward essential and priority infrastructure works. As with the
property asset repair budget above it is envisaged that this budget will need to
be increased over the 5 year life of the capital programme through the allocation
of additional capital receipts that might be generated over the period.
8.7

Better Lives
Budgets set aside under the Better Lives theme will be allocated to projects that
help the Council to meet the Better Lives priorities as detailed within the
Corporate Plan. It is recommended that a ring-fenced budget of £1m be
allocated to this area. Projects taken forward under this theme may also benefit
from additional s106 contributions and external grant funding from bodies such
as the Heritage Lottery Fund, Sports England and other sporting associations.
Examples of existing schemes which already have approved budgets in place
under this theme include contributions towards Whitby Boxing Club, cemetery
provision across the borough, Eastfield regeneration, sports facilities in Filey,
3G pitch at Whitby, Scarborough South Cliff Gardens and Cinder Track
redevelopment works.
Examples of future projects and expenditure under this theme might include
extensions to the above schemes and areas such as:



8.8

Schemes linked to the Playing Pitch Strategy (due summer 2021)
Maintenance and improvements to playgrounds, Multi Use Game Areas
and skate parks

Better Homes
Budgets set aside under the Better Homes theme will be allocated to projects
that help the Council to meet the Better Homes priorities as detailed within the
Corporate Plan. It is recommended that a ring-fenced budget of £1.330m be
allocated to this area, made up of £830k existing contributions from s106 and
homelessness reserves plus an additional £500k. This budget will be
supplemented by proposals to utilise Council owned land to facilitate the
delivery of affordable housing within the borough and annual budgets for
Disabled Facility Grants. Projects taken forward under this theme will also
likely benefit from additional s106 contributions and government grant funding.
Existing schemes which already have approved budgets in place under this
theme include temporary homeless accommodation projects and the
establishment of a business case for the development of affordable housing
using Council owned land.
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Examples of future projects and expenditure under this theme might include
extensions to the above schemes and supported living accommodation.
8.9

Better Places
Budgets set aside under the Better Places theme will be allocated to projects
that help the Council to meet the Better Places priorities as detailed within the
Corporate Plan. It is recommended that a ring-fenced budget of £2.5m be
allocated to this area. Projects taken forward under this theme will also likely
benefit from government grant funding such as the Towns Deal and emerging
Levelling Up and UK Shared Prosperity Funds.
Examples of existing schemes which already have approved budgets in place
under this theme include improvements to public conveniences, the greening
of Scarborough Town Centre, Walk with Heritage sculpture trail in Whitby and
student accommodation scheme.
Examples of future projects and expenditure under this theme might include
extensions to the above schemes within other areas of the borough and areas
such as:




8.10

Schemes identified through the emerging masterplans and Towns Deal
projects for Scarborough and Whitby
Schemes identified through the emerging Filey Town masterplan
Public realm improvements across the borough

Better Places: Coast Protection, Coastal and Harbour Infrastructure
The Coast Protection, Coastal and Harbour Infrastructure budget will be
allocated to Coast Protection projects or coastal infrastructure projects such
as structural repairs to piers.
A proportion of the ring-fenced budget available under this theme is funded
from monies set aside in harbour reserves. These funds will be held under
separate ring-fenced headings to ensure the monies continue to be committed
to projects relating to the respective harbours.

8.11 Brighter Futures
Budgets set aside under the Brighter Futures theme will be allocated to
projects that help the Council to meet the Brighter Futures priorities as
detailed within the Corporate Plan. It is recommended that a ring-fenced
budget of £1.5m be allocated to this area. Projects taken forward under this
theme will also likely benefit from government grant funding such as the
Towns Deal and emerging Levelling Up and UK Shared Prosperity Funds.
Examples of existing schemes which are already being progressed under this
theme include Whitby Industrial Units, Scarborough Town Centre wayfinding,
the Skills Village and a review of the redevelopment opportunities in the North
Bay and Bay Side South
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Examples of future projects and expenditure under this theme might include the
extension of schemes such as the wayfinding project into other areas of the
borough, costs associated with taking forward the redevelopment opportunities
identified above and areas such as:


8.12

Schemes identified through the emerging masterplans and Towns Deal
projects for Scarborough and Whitby
Schemes identified through the emerging Filey Town masterplan

Better Council
Budgets set aside under the Better Council theme will be allocated to projects
that help the Council to meet the Better Council priorities as detailed within the
Corporate Plan. It is recommended that a ring-fenced budget of £700k be
allocated to this area. It is envisaged that this expenditure will predominantly
relate to expenditure on ICT infrastructure.
A 5 year schedule of ICT infrastructure requirements will be developed so that
works can be prioritised within the capital programme. This expenditure will
link to the Council’s emerging Digital Strategy.
In addition to the above ring-fenced budget the Council’s capital programme
makes annual provision for the cyclical replacement of the vehicle, plant and
equipment assets which are used in the delivery of Council services. The Fleet
Manager prioritises vehicle spend and assesses the condition of existing
vehicles prior to the relevant replacement decisions being made and scheduled
plant and equipment replacements are assessed by the relevant Service
Managers.
The budget for scheduled vehicle, plant and equipment replacements over the
five year capital programme period is £5.698m with £566k of that sum relating
to the 2021/22 year.

8.13

Local Investment Fund
The Capital Strategy supports borrowing where the schemes meet the criteria
set out within the Council’s Local Investment Fund Strategy (Financial Strategy
Appendix C). Property and land redevelopment opportunities, which deliver
regeneration benefits as well as meet the Local Investment Fund criteria, will
now be taken forward through the Invest to Local Investment Fund Strategy as
opposed to the Council’s previous Commercial Property Investment Strategy.
When the Commercial Property Investment Strategy was introduced it was
accompanied by an approved budget of £30m, funded from borrowing. £14.6m
of that original budget remains uncommitted therefore it is recommended that
this budget be retained within the capital programme to take forward Local
Investment Fund schemes. The costs associated with financing the borrowing
will be met through the cost savings or additional income generated from the
scheme.
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Capital Expenditure
8.13 The above recommendations are included in the capital programme, which is
summarised below. A full detailed programme included in Appendix B1. The
programme includes all projects that have already been approved and are
progressing, along with the ring-fenced budgets proposed above. The capital
programme includes estimates for capital grants for 2020/21 and beyond
where there is an expectation that grant funding will continue, such as
Disabled Facilities Grants.
Approved
pre
2021/22
£’000
Property Asset Management
Infrastructure
Better Lives
Better Homes
Better Places
Coastal & Harbour Infrastructure
Brighter Futures
Better Council
Local Investment Fund
Total Expenditure

857
473
11,386
2,625
24,345
29,434
2,662
1,275
14,615
87,672

2021/22*

2022/23

2023 2026

Total

£’000

£’000

£’000

£000

2,000
1,075
1,000
2,776
2,500
746
1,500
1,266
12,864

1,447

4,340

1,463

3,669

2,910

8,009

2,857
1,548
12,386
11,188
26,845
30,180
4,162
7,673
14,615
111,454

* the ring-fenced budgets are currently profiled within the 2021/22 financial year. These budgets, along
with those relating to schemes approved prior to 2021/22, will be re-profiled across the 5 year
programme as the programme and projects develop.

Financing the Capital Programme
8.14 The funding of the above programme is summarised in the table below, with
further details provided at Appendix B2.

2020/21

Grants and external contributions
Section 106
Revenue contributions and reserves
Capital receipts
Borrowing

£000
35,149
739
9,715
1,268
40,801
87,672
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2021/22
£000
1,447
750
10,653
13
12,863

2022/23
£000
1,447
1,397
66
2,910

2023 2026
£000
4,340
3,534
135
8,009

Total
£’000
42,383
1,489
25,299
1,482
40,801
111,454

APPENDIX B1
CAPITAL PROGRAMME EXPENDITURE 2021/22 TO 2025/26

Ref

Scheme

Budget £'000

Approved pre
2021/22*

2021/22*

2022/23

2023/24

2024/25

2025/26

2,000

0

0

0

0

566

1,463

2,116

887

666

1,266

1,463

2,116

887

666

1,447

1,447

1,447

1,447

1,447

Property Asset Management
C270

Hard standings - Ground Maintenance

416

416

C352

Customer First Improvements

48

48

C358

Spa little theatre roof

297

297

C378

Demolition of White House Garages

22

22

C386

Utilities supply at Fisherman store Staithes

20

20

C400

FCP New shower block main reception

26

26

C401

FCP New shower block

28

28

C970

Uncommitted Property Asset Management Schemes

TOTAL PROPERTY ASSET MANAGEMENT

2,000

2,000

2,857

857

Better Council
C111

VPE Fund Expenditure 2021-2026

C339

Dean Rd Depot Redevelopment

923

923

C348

Crematorium Office

125

125

C361

Smart Access system

117

117

C384

Estates Management System

72

72

C391

Pentana System

38

38

C975

Uncommitted Better Council Schemes

700

TOTAL BETTER COUNCIL

5,698

700

7,673

1,275

Better Homes
C102

Disabled Facilities Grants 2021-2026

C228

Homelessness Accommodation 2

7,233
260

260
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Ref

Scheme

C331

Community Housing

C381

Housing Joint Venture

C972

Uncommitted Better Homes Schemes

TOTAL BETTER HOMES

Budget £'000

Approved pre
2021/22*

1,861

1,861

504

504

1,330

2021/22*

2022/23

2023/24

2024/25

2025/26

1,447

1,447

1,447

1,447

0

0

0

0

1,330

11,188

2,625

2,777

Better Lives
C280

Whitby Boxing Club

117

117

C290

Cemetery Provision in Whitby

400

400

C307

Eastfield Regeneration (Middledeepdale rec)

1,439

1,439

C312

Sports Facilities in Filey

328

328

C350

3G Pitch at Whitby

252

252

C370

HLF South CLiff Gardens

6,930

6,930

C373

Cinder Track redevlopment works

362

362

C374

Falsgrave Park Storage and Entrance Improvements

16

16

C375

Blueberry Way

50

50

C385

Scarborough Cinder Track

596

596

C404

Uncommitted Eastfield Regeneration

895

895

C971

Uncommitted Better Lives Schemes

1,000

TOTAL BETTER LIVES

1,000

12,386

11,386

Better Places
C379

Essential & Priority Capital Works

120

120

C382

Public Convenience Redevelopments

1,158

1,158

C383

Argos Building Redevelopment

22,000

22,000

C392

Scarborough Market Square Feasibility

100

100

C394

Greening the High Street

300

300

C395

Vinyl Wrapping of Buildings

44

44

C396

Wild Eye Project

140

140
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1,000

Ref

Scheme

Budget £'000

Approved pre
2021/22*

C397

Walk with Heritage Sculpture Trail phase 2

50

50

C398

Pilot Pedestrianisation of Whitby Swing Bridge

400

400

C403

West Pier Regeneration Study

33

33

C973

Unapproved Better Places Schemes

TOTAL BETTER PLACES

2,500

2021/22*

2022/23

2023/24

2024/25

2025/26

0

0

0

0

0

0

0

0

2,500

26,845

24,345

1,636

1,636

2,500

Brighter Futures
C387

Commercialisation schemes - Whitby Industrial Units

C388

Skills Village Construction at High Eastfield Farm

696

696

C399

Scarborough Town Centre Wayfinding

330

330

C974

Uncommitted Brighter Futures Schemes

TOTAL BRIGHTER FUTURES

1,500

1,500

4,162

2,662

1,023

1,023

313

313

1,500

Coastal and Harbour Infrastructure
C062

Pathfinder Grant

C216

Scarborough Coastal Risk Management Programme 2012-17

C234

Whitby Church Street Flood Alleviation

2,094

2,094

C263

Filey and Cayton Bay Coastal Strategy

400

400

C285

Robin Hoods Bay Sea Wall

859

859

C301

Scarborough Spa Coast protection Scheme

15,713

15,713

C305

North East Strategic Regional Coastal Monitoring Programme 2

2,903

2,903

C306

Cowbar Cliff Erosion Monitoring Programme (Phase 2)

C318

Filey Flood Alleviation Construction

C366

99

99

4,368

4,368

Staithes Coastal Defence Strategy

100

100

C390

North Wharf Remedial Works

63

63

C979

Uncommitted Coastal and Harbour Infrastructure

1,500

1,500

C978

Uncommitted Scarborough Harbour Infrastructure

746

746

Uncommitted Whitby Harbour Infrastructure
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Ref

Scheme

TOTAL COASTAL AND HARBOUR INFRASTRUCTURE

Budget £'000

Approved pre
2021/22*

2021/22*

2022/23

2023/24

2024/25

2025/26

30,180

29,434

746

0

0

0

0

473

473

1,075

0

0

0

0

Infrastructure
C362

South Cliff Chalet retaining wall

C976

Uncommitted Infrastructure Schemes

TOTAL INFRASTRUCTURE

1,075

1,075

1,548

473

14,615

14,615

14,615

14,615

0

0

0

0

0

111,454

87,672

12,864

2,909

3,562

2,334

2,113

Local Investment Fund
C977

Uncommitted Local Investment Fund Schemes

TOTAL LOCAL INVESTMENT FUND

* Budgets will be re-profiled across the 5 year programme as individual project proposals are developed
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APPENDIX B2
CAPITAL PROGRAMME FUNDING 2021/22 TO 2025/26

Ref

Scheme

Budget
£'000

Grants &
External
Contributions
£’000

Section
106
£’000

Revenue
Contributions,
Reserves and
Capital
Receipts
£’000

Borrowing
£’000

Property Asset Management
C270

Hard standings - Ground Maintenance

416

416

C352

Customer First Improvements

48

48

C358

Spa little theatre roof

297

250

C378

Demolition of White House Garages

22

22

C386

Utilities supply at Fisherman store Staithes

20

20

C400

FCP New shower block main reception

26

26

C401

FCP New shower block

28

28

C970

Uncommitted Property Asset Management Schemes

2,000

2,000

TOTAL PROPERTY ASSET MANAGEMENT

2,857

0

20

2,810

47

47

Better Council
C111

VPE Fund Expenditure 2021-2026

C339

Dean Rd Depot Redevelopment

923

C348

Crematorium Office

125

125

C361

Smart Access system

117

117

C384

Estates Management System

72

72

C391

Pentana System

38

38

C975

Uncommitted Better Council Schemes

700

700

TOTAL BETTER COUNCIL

5,698

5,698
50

7,673

50

7,233

7,233

313

0

7,063

560

560

Better Homes
C102

Disabled Facilities Grants 2021-2026

C228

Homelessness Accomodation 2

C331

Community Housing

C381

Housing Joint Venture

C972

Uncommitted Better Homes Schemes

TOTAL BETTER HOMES

260
1,861

260
1,861

504

504

1,330
11,188

9,094

750

580

1,010

1,084

0

Better Lives
C280

Whitby Boxing Club

117

C290

Cemetery Provision in Whitby

400

C307

Eastfield Regeneration (Middledeepdale rec)

C312

Sports Facilities in Filey

C350

3G Pitch at Whitby

C370

HLF South CLiff Gardens

C373

1,439

50

67
192

213

1,227

328

328
133

119

6,930

4,882

131

1,917

Cinder Track redevlopment works

362

275

87

C374

Falsgrave Park Storage and Entrance Improvements

16

C375

Blueberry Way

50

C385

Scarborough Cinder Track

596

C404

Uncommitted Eastfield Regeneration

895

895

C971

Uncommitted Better Lives Schemes

1,000

1,000

TOTAL BETTER LIVES

252

12,386

72

208

16
50
584

5,954

12

479

5,745

208

Ref

Scheme

Budget
£'000

Grants &
External
Contributions
£’000

Section
106
£’000

Revenue
Contributions,
Reserves and
Capital
Receipts
£’000

Borrowing
£’000

Better Places
C379

Essential & Priority Capital Works

120

120

C382

Public Convenience Redevelopments

1,158

269

C383

Argos Building Redevelopment

22,000

C392

Scarborough Market Square Feasibility

100

C394

Greening the High Street

300

300

C395

Vinyl Wrapping of Buildings

44

44

C396

Wild Eye Project

140

140

C397

Walk with Heritage Sculpture Trail phase 2

50

50

C398

Pilot Pedestrianisation of Whitby Swing Bridge

400

400

C403

West Pier Regeneration Study

33

33

C973

Unapproved Better Places Schemes

2,500

2,500

TOTAL BETTER PLACES

889
22,000

100

26,845

934

1,636

1,079

0

3,022

22,889

Brighter Futures
C387

Commercialisation schemes - Whitby Industrial Units

C388

Skills Village Construction at High Eastfield Farm

696

546

C399

Scarborough Town Centre Wayfinding

330

330

C974

Uncommitted Brighter Futures Schemes

TOTAL BRIGHTER FUTURES

557
149

1,500

1,500

4,162

1,956

0

1,649

1,023

1,023

313

203

110
61

557

Coastal and Harbour Infrastructure
C062

Pathfinder Grant

C216

Scarborough Coastal Risk Management Programme 2012-17

C234

Whitby Church Street Flood Alleviation

2,094

2,033

C263

Filey and Cayton Bay Coastal Strategy

400

400

C285

Robin Hoods Bay Sea Wall

859

759

64

36

C301

Scarborough Spa Coast protection Scheme

15,713

12,877

1,186

1,650

C305

North East Strategic Regional Coastal Monitoring Programme 2

2,903

2,903

C306

Cowbar Cliff Erosion Monitoring Programme (Phase 2)

99

99

C318

Filey Flood Alleviation Construction

4,368

3,999

C366

Staithes Coastal Defence Strategy

100

100

C390

North Wharf Remedial Works

63

63

C979

Uncommitted Coastal and Harbour Infrastructure

1,500

1,261

C978

Uncommitted Scarborough Harbour Infrastructure

746

746

369

239

Uncommitted Whitby Harbour Infrastructure
TOTAL COASTAL AND HARBOUR INFRASTRUCTURE

30,180

24,394

0

3,860

1,925

Infrastructure
C362

South Cliff Chalet retaining wall

C976

Uncommitted Infrastructure Schemes

TOTAL INFRASTRUCTURE

473

473

1,075

1,075

1,548

0

0

1,548

0

Local Investment Fund
C977

Uncommitted Local Investment Fund Schemes

TOTAL LOCAL INVESTMENT FUND

14,615

14,615

14,615

0

0

0

14,615

111,454

42,382

1,489

26,782

40,801
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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
funds held or collected 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. The findings and recommendations
of this working group will be reported to the Capital Strategy and Property Asset Management
Board. Where s106 monies are used as funding towards capital schemes the contributions
will be included within the capital programme. 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 (£2.935m) and details monies already committed to schemes (£2,623k) and the
residual amounts that have not yet been earmarked (£312k).
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.
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
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benefit. Depending on circumstances this may be secured by s106 or planning condition and
private agreement.
The Authority anticipates a balance of £39k relating to on site provision as at 31 March 2021.
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 B2.1
SECTION 106 MONIES HELD / DUE

Off Site Agreements
Affordable Housing
Site of Agreement

Balance
£'000

Sands Development

155

Coach Road
Bell Vue Parade
Blackburns Yard
Westwood
Kepwick House
North Marine Road
The Beach
The Crescent
Newby Farm
Carlton Hotel
Esplanade Gardens
Total Affordable Housing

4
6
4
5
27
4
8
6
210
7
50
486

Schemes already
approved
Sneaton Castle
Other Housing Schemes
Homelessness Strategy
Homelessness Strategy
Homelessness Strategy
Homelessness Strategy
Homelessness Strategy
Homelessness Strategy
Homelessness Strategy
Homelessness Strategy
Homelessness Strategy
Homelessness Strategy
Homelessness Strategy

Value
£’000
30
125
4
6
4
5
27
4
8
6
210
7
50
486

Uncommitted
Balances
£’000
-

Notes ^

-

Education
Site of Agreement
High Mill Farm
Filey School
Sneaton Castle
Farside Road
Highfield Road
Total Education

Balance
£'000
433
9
347
186
77
1,052

Schemes already
approved
Newby & Scalby Schools
Filey Infant & Nursery School
Stakesby Community
Primary School
East Ayton Primary School
Primary Education

433
9
347

Uncommitted
Balances
£’000
-

186
77
1,052

-

Value
£’000

Notes ^

Health
Site of Agreement

Balance
£'000

High Mill Farm

29

Newby Farm

25

Total Health

54

Schemes already
approved
Danes Dyke or Hackness
Road Surgeries
Danes Dyke or Hackness
Road Surgeries

76

29

Uncommitted
Balances
£’000
-

25

-

54

-

Value
£’000

Notes ^

Open Spaces
Site of Agreement
Sands
Esplanade Gardens
Prince of Wales Terrace
The Crown
Grosvenor Crescent
Norwood Street
Former Bus Station
West Parade
Weydale Avenue

Balance
£'000
67
8
8
3
1
9
2
5
3

Kepwick House
Grovesnor House
Belgrave Crescent
St Peters

5
4
11
84

Blueberry Way

50

McCain Stadium

20

Royal Crescent Lane
Southdene
Bridlington Street

9
12
4

Newby Farm

10

Sneaton Castle
Salisbury Hotel
Carlton Hotel
Esplanade Gardens
Holbeck Hill

84
7
10
27
12

The Garth

42

Farside Road

49

Highfield Road

12

Sandybed Court
Bramcote School
Scarborough Road

6
30
16

Braeburn House

7

Shakleton Close

64

Royal Crescent
Total Open Spaces

Schemes already
approved
South Cliff Gardens
South Cliff Gardens
South Cliff Gardens
Falsgrave Prk
South Cliff Gardens
Scarborough
Cinder Track
Scarborough
Cinder Track
South Cliff Gardens
Whitby 3G pitch
Whitby Boxing Club
Olivers Heights
parking & footpath

South Cliff Gardens

8
8
1
9
2
5

Uncommitted
Balances
£’000
67
3
-

3

-

4
34
50

5
11
-

50

-

-

20

9

12

Value
£’000

-

Whitby 3G pitch
South Cliff Gardens
South Cliff Gardens
South Cliff Gardens
White Leys Play
Area

White Leys Play
Area
Falsgrave Park

Cinder Track
Redevelopments

-

10

84
10
27
12

7
-

21
-

49
3

6
-

30
16

26

378

77

21

9

9
690

4

7
38
4
5
312

Notes ^
Monies not received

Earmarked for Sensory
Garden

Earmarked for Open
Space/Play in Hunmanby
Earmarked for Linden Road
neighbourhood park

Earmarked for West Cliff &
White Leys sport
Earmarked for West Ayton
Sports Field
Earmarked for White Leys
sport
Tennis Facilities
Earmarked for Cayton
/Eastfield
Sports facilities in Whitby
Parks & Gardens,
Outdoor Sport,

Middle Deepdale
Site of Agreement

Balance
£'000

Trunk Sewer

140

Eastfield Regeneration Study
Total Middle Deepdale

10
150

Schemes already
approved
Middle Deepdale
Development works

140

Uncommitted
Balances
£’000
-

10
150

-

Value
£’000

Notes ^

Other
Site of Agreement
Filey Rd,Grishthorpe
Total Other

Balance
£'000
11
11

Schemes already
approved
Drainage Board Contribution

Value
£’000
11
11

Uncommitted
Balances
£’000
-

Notes ^

Transport
Site of Agreement
Seamer Road

Balance
£'000
5

Sands Dev

21

West Garth

18

High Mill Farm

57

Eskdale Park

42

Weaponess Site
Helredale Pedestrian
Crossing
Eskdale
Coventry University
Lidl
UTC
Sneaton Castle
High Mill Farm
Mayfield Rd
Burniston Rd

20

Church Lane
Total Transport
Off Site Agreements
Overall Total

10
100
15
20
15
57
60
7
40
5

Schemes already
approved
A64 Improvements
Cycle route between North
& South Bay
Bus Stop, footway & cycle
patch Contribution
NYCC Traffic
Cinder Track & pedestrian
crossing on Helredale Rd
NYCC Highways
Pedestrian crossing on
Helredale Rd
NYCC Highways
NYCC Highways
NYCC Highways
NYCC Highways
NYCC Highways
NYCC Highways
Mayfield Rd crossing
NYCC Highways
NYCC Highways – Traffic
regulation order

5

Uncommitted
Balances
£’000
-

21

-

18

-

57

-

42

-

20

-

10

-

100
15
20
15
57
60
7
40

-

Value
£’000

-

5

492

492

-

2,935

2,623

312

^ Payments outstanding are as at 09 February 2021 and relate to debtors > 30 days
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Notes ^

On Site Agreements
Agreement
Castle Way
Wyecourt Lane
Pastures Crescent
On Site Agreements Overall Total

Balance at
31-Jan-2021
£'000
23
3
13
39
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Committed
in 2021/22
£000

Remaining
Balance
£000
6
1
2
9

17
2
11
30

APPENDIX C
LOCAL INVESTMENT FUND STRATEGY
1

Background and Scope

1.1

The Financial Strategy outlines that the Council is keen to pursue opportunities,
which can generate financial returns to support the revenue budget as well as
provide improved and more efficient services. The Council is also keen to invest
in schemes that deliver the priorities and objectives set out within the Corporate
Plan.

1.2

The Local Investment Fund Strategy will be a key driver in supporting this
approach by providing funding for schemes that deliver a sufficient level of cost
savings or additional income to finance the costs of the upfront capital outlay.
This may result in an improved revenue position for the Council (i.e. the benefits
of the proposal exceed the borrowing costs), but more importantly can be used
to increase investment in the borough and support the delivery of economic
growth, social value, regeneration, operational efficiencies and improved
service delivery.

1.3

The Local Investment Fund Strategy will provide opportunities to pursue land
and property redevelopments and purchases where the schemes deliver the
Council’s corporate priorities benefits as well as adequate financial returns.
The financial returns from land and property redevelopments could be in the
form of future revenue income streams or capital uplifts. Future revenue
income streams could include increases in retained business rates income
and New Homes Bonus.

1.4

Developed properties may be retained for the benefit of their long-term rental
income and, if retained, will become an investment asset after completion. Land
and property redevelopment opportunities could come in a diverse range of
forms. Examples include, but are not limited to:





1.5

Redeveloping Council owned assets;
Building homes and commercial premises;
Purchasing assets within the Borough to deliver the aspirations set out
within Town Centre masterplans;
Using public land and buildings to achieve long term socio economic
sustainability for the Borough.

The principle purpose for the Council’s pursuance of land and property
redevelopment opportunities will be to meet corporate plan priorities and
objectives. Schemes will not be pursued on the basis of financial return alone.
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2

Local Investment Fund Principles

2.1

All schemes pursued under the Local Investment Fund Strategy will be in line
with the following principles:
a) All Local Investment Fund Strategy proposals will be considered in line
with the Council’s Capital Strategy principles and governance
arrangements. All schemes will be assed for their viability, and
contribution to corporate priorities.
b) The available funding for Local Investment Fund proposals is in effect
unlimited, providing the business case can be made.
c) The maximum period to repay the initial investment is 40 years.
d) The cost savings or additional income generated from the scheme 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 or capital receipts.
e) Schemes will only meet the Local Investment Fund criteria if the
business case demonstrates that the cost savings or additional income
relating to the scheme covers the repayments of the capital outlay and
interest costs as a minimum;
f) The level of risk allowance proposed for Local Investment Fund schemes
will be determined by the Section 151 Officer on a scheme by scheme
basis and be approved by the Capital Strategy and Property Asset
Management Board as part of the Business Case assessment and
approval process.
g) The rate of interest to be used in assessing whether the scheme meets
the Local Investment Fund criteria will be the marginal cost of Public
Works Loan Board (PWLB) borrowing at the time of the decision. The
interest rate will be fixed for the duration of the scheme.
h) Where projected cost savings or additional income generation are not
achieved following the completion of a Local Investment Fund scheme,
the relevant service will be expected to find compensatory 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 the
service.

3

Governance and Decision Making
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3.1

To proceed with a funding request from the Local Investment Fund, a capital
bid must be made in line with the Capital Strategy process.

3.2

All Local Investment Fund Schemes will be subject to the principles contained
within this Strategy as well as the governance, monitoring, approval and
assessment criteria set out within the Capital Strategy. The overall Local
Investment Fund programme will be managed and overseen by the Capital
Strategy and Property Asset Management Board.

3.3

The borrowing available for Local Investment Fund schemes will be subject to
the overall parameters approved by Full Council.
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APPENDIX D

TREASURY
MANAGEMENT
STATEMENT AND
ANNUAL
INVESTMENT
STRATEGY FOR
2021/2022
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INTRODUCTION
1.1

Background

The Local Government Act 2003 (the Act) and supporting regulations requires
the Council to ‘have regard to’ the Chartered Institute of Public Finance and
Accountancy (CIPFA) 2017 Prudential Code and the CIPFA 2017 Treasury
Management Code of Practice (the Code) and Ministry of Housing,
Communities and Local Government (MHCLG) Investment Guidance to set
Prudential and Treasury Indicators for the next three years to ensure that the
Council’s capital investment plans are affordable, prudent and sustainable.
The Act therefore requires the Council to set out its treasury strategy for
borrowing and to prepare an Annual Investment Strategy; this sets out the
Council’s policies for managing its investments and for giving priority to the
security and liquidity of those investments.
The suggested Strategy of the treasury management function for 2021/2022 is
based upon the treasury officers’ views on interest rates, supplemented with
market forecasts provided by the Council’s treasury adviser, Link Asset
Services (Link).
The Council is required to operate a balanced budget, which broadly means
that cash raised during the year will meet cash expenditure. A fundamental part
of the treasury management function is to ensure that this cash flow is
adequately planned, with cash being available when it is required. Surplus
funds are invested in counterparties or instruments commensurate with the
Council’s risk appetite, providing adequate security and liquidity before
considering investment return.
The second main function of treasury management is the funding of the
Council’s capital plans. These capital plans provide a guide to the borrowing
needs of the Council, essentially the longer-term cash flow planning to ensure
that the Council can meet its capital expenditure; together with maximising any
debt rescheduling opportunities that may arise to meet the Council’s risk and
cost objectives.
Whilst any commercial initiatives or loans to third parties will affect the treasury
function, these activities are generally classed as non-treasury activities,
(arising usually from capital expenditure), and are separate from the day-to-day
treasury management activities.
The Council defines its treasury management activities as: “The management
of the authority’s borrowing, investments and cash flows, its banking, money
market and capital market transactions; the effective control of the risks
associated with those activities; and the pursuit of optimum performance
consistent with those risks”.
Unless otherwise stated this report follows the convention used by HM Treasury
in as much as years are always calendar years, not financial years i.e. quarter
1 (Q1) refers to the January to March quarter.

CIPFA Code of Practice
The Council adheres to the CIPFA Code of Practice on Treasury Management
and the primary requirements of the Code are:
1. Creation and maintenance of Treasury Management Practices which set
out the manner in which the Council will seek to achieve the policies and
objectives of its treasury management activities.
2. Receipt by the Full Council, or specified body, of an annual Treasury
Management Strategy Statement for the year ahead (this report), a Midyear Review Report and an Annual Report (stewardship report) covering
activities during the previous year.
3. Delegation by the Council of responsibilities for implementing and
monitoring treasury management policies and practices and for the
execution and administration of treasury management decisions.
4. Delegation by the Council for the role of scrutiny of treasury management
strategy and policies to a specific named body. For this Council the
delegated body is the Audit Committee.
The Code also requires that Members, particularly those with responsibility for
scrutiny of treasury management activities receive adequate training. Two
Member sessions were provided in February 2020 and further sessions will be
arranged as required.
Policy on Delegation
All executive decisions on borrowing, investment and financing are delegated
to the Director (NE) (Section 151 Officer) and through him to the Finance
Officers who are required to act in accordance with CIPFA’s Code of Practice,
and other relevant regulations.
The Section 151 Officer’s treasury management role is:


recommending clauses, treasury management policy/practices for
approval, reviewing the same regularly, and monitoring compliance;



submitting regular treasury management policy reports;



submitting budgets and budget variations;



receiving and reviewing management information reports;



reviewing the performance of the treasury management function;



ensuring the adequacy of treasury management resources and skills,
and the effective division of responsibilities within the treasury
management function;



ensuring the adequacy of internal audit, and liaising with external audit;



recommending the appointment of external service providers as
appropriate.

The role of the Section 151 Officer has been extended in respect of the capital
strategy and in respect of investment in non-financial assets. This will be further
explained when the capital strategy is presented to Members.
The CIPFA Treasury Management Code of Practice and Prudential Code draw
a clear separation between treasury and non-treasury investments, and periodic
reporting by the treasury section will focus on treasury (financial) investments.

PRUDENTIAL INDICATORS FOR 2021/2022 TO 2023/2024
Treasury Management is linked specifically to the capital programme, through
the setting of Prudential Indicators for capital investment and financing,
including the level of borrowing to support capital schemes. The Prudential
Indicators proposed for the next three financial years are detailed and explained
within Appendix E.
The Council’s treasury portfolio position as at 25 January 2021 comprised:

Borrowings
Fixed Rate
Total Debt
Investments
Internal
Total Investments

Principal
£
35,326,149
35,326,149

Average Rate
%
2.7029
2.7029

41,000,000
41,000,000

0.1129
0.1129

The level of investments fluctuate during the financial year as a result of cash
flows and the above level is projected to reduce to around £23 million by 31
March 2021, before increasing during the following financial year. This projected
balance is subject to the payment of existing business grants and the provision
of any future schemes.
ECONOMIC BACKGROUND
World growth has been in recession in 2020 and inflation is unlikely to be a
problem for some years due to the creation of excess production capacity and
depressed demand caused by the coronavirus crisis.
Until recently world growth has been boosted by increasing globalisation i.e.
countries specialising in producing goods and commodities in which they have
an economic advantage and which they then trade with the rest of the world.
This has boosted worldwide productivity and growth, and by lowering costs, has
also depressed inflation.
The current trade wars between the US and China seems to indicate the start
of a reversal of world globalisation, leading to a sustained period of weak
economic growth and so weak inflation. Central banks are likely to support
growth by maintaining loose monetary policy through keeping rates very low for
longer.

The Eurozone economy based on figures for Q3 2020 staged a rapid rebound
from the first lockdown, being only 4.40% below pre-pandemic levels. This
provides optimism for growth prospects in the forthcoming year.
The EU agreed a €750 billion financial support package but there is concern
that this will not be sufficient, or quick enough, to make an appreciable
difference in the countries most affected by the first wave of the pandemic.
Inflation is not expected to get much above 1.00% over the next two years,
significantly beneath the 2.00% target rate. The European Central Bank (ECB)
has added a further €500 billion to its bond purchasing programme (€1,850
billion in total) and extended the duration to March 2022.
The ECB forecast for a return to pre-pandemic activity levels has been pushed
back to the end of 2021, although the roll out of effective vaccines could
materially change such forecasts.
The US economy had been recovering strongly from its contraction in 2020 of
10.2% due to the pandemic with GDP only 3.5% below its pre-pandemic level
and the unemployment rate dropping below 7%. However, the rise in new cases
during Q4 2020, to the highest level since mid-August, suggests that the US
could be in the early stages of a fourth wave.
A more widespread and severe wave of infections over the winter months,
coupled with the impact of the regular flu season, is the single biggest downside
risk in the short term.
The restrictions imposed to control the spread of coronavirus are once again
weighing on the economy. However, a $900 billion fiscal stimulus deal passed
by Congress in late December will limit the downside through measures which
included a second round of direct payments to households worth $600 per
person and a three-month extension of enhanced unemployment insurance.
GDP growth is expected to rebound markedly from Q2 2021 onwards as
vaccines are rolled out on a widespread basis and restrictions are loosened.
The Federal Reserve’s meeting in December 2020 implied that Quantitative
Easing (QE) could continue for longer than previously believed. With inflation
projected to reach 2.00% in 2023 the expectation is that the Federal Reserve
rate will remain at near zero until at least 2024.
China and Japan
Japan implemented a third round of fiscal stimulus in December which took this
years fiscal spending in response to the virus close to 12% of pre-virus GDP.
This is not only huge by past standards, it is also one of the largest national
fiscal responses. This coupled with their relative success in containing the virus
and the availability of effective vaccines should help to ensure a strong recovery
and reach pre-virus levels by Q3 2021.
After China’s concerted effort to get on top of the virus in Q1 2020, economic
recovery was strong in Q2, Q3 and Q4, recovering all of the contraction in Q1.

UK Economy
The UK Bank Rate was cut to 0.10% in March 2020 and remains at that level,
and is forecast to remain so until Q1 2024. Although negative interest rates
have been discussed the Monetary Policy Committee (MPC) does not appear
to support the introduction of such a policy, certainly not within the next 12
months.
In November 2020 the MPC announced a further tranche of QE of £150 billion,
to start in January when the current programme of £300 billion of QE runs out.
It did this so that “announcing further asset purchases now should support the
economy and help to ensure the unavoidable near-term slowdown in activity
was not amplified by a tightening in monetary conditions that could slow the
return of inflation to the target”.
Public borrowing was forecast in November 2020 to reach £394 billion in the
current financial year, the highest ever peacetime deficit and equivalent to 19%
of GDP. In normal times, such an increase in total gilt issuance would lead to
a rise in gilt yields, and so Public Works Loan Board (PWLB) rates. However,
the level of QE through the MPC has depressed gilt yields to historic low levels,
which means that new UK debt being issued, and this is being done across the
whole yield curve in all maturities, is locking in those historic low levels through
until maturity. In addition, the UK has one of the longest average maturities for
its entire debt portfolio, of any country in the world. Overall, this means that the
total interest bill paid by the Government is manageable despite the huge
increase in the total amount of debt.
During December 2020 / January 2021 due to the spread of a new mutation of
the virus, severe restrictions were imposed across all four nations. These
restrictions were changed on 5 January 2021 to national lockdowns of various
initial lengths in each of the four nations as the NHS was under extreme
pressure. However, the roll out of effective vaccines has boosted confidence
that life may return to normal during H2 2021. Household saving rate has been
exceptionally high since the first lockdown in March, and hopefully, there is
plenty of pent-up demand and purchasing power to support depressed sectors
like restaurants, travel, hotels and retail.
The pace of recovery was not expected to be in the form of a rapid V shape, but
a more elongated and prolonged one. The initial recovery was sharp after Q1
saw growth at -3.0% followed by -18.8% in Q2 and then an upswing of +16.0%
in Q3; this still left the economy 8.6% smaller than in Q4 2019. It is likely that
the one month national lockdown that started on 5th November, will have
caused a further contraction of 8% m/m in November so the economy may have
then been 14% below its pre-crisis level.
The final agreement on 24 December 2020 in respect of Brexit eliminated a
significant downside risk to the UK economy. The initial agreement only covers
trade so there is further work to be undertaken on the services sector where
temporary equivalence has been granted in both directions between the UK and
EU; that now needs to be formalised on a permanent basis.

The overall balance of risks to economic growth in the UK is probably now
skewed to the upside, but is still subject to some uncertainty due to the virus
and the effect of any mutations, and how quickly the vaccination programme
will enable a relaxation of restrictions.
There is relatively little UK domestic risk of increases or decreases in Bank Rate
and significant changes in shorter-term PWLB rates. However, it is always
possible that safe haven flows, due to unexpected domestic developments and
those in other major economies, could impact gilt yields, (and so PWLB rates),
in the UK.
The downside risks to current forecasts for UK gilt yields and PWLB rates
include:








UK government takes too much action too quickly to raise taxation or
introduce austerity measures that depress demand in the economy;
the MPC takes action too quickly, or too far, over the next three years to
raise Bank Rate and causes UK economic growth, and increases in
inflation, to be weaker than currently anticipated;
a resurgence of the Eurozone sovereign debt crisis in countries such as
Italy where the cost of the pandemic has added to its already huge debt
mountain and its slow economic growth will leave it vulnerable to markets
returning to the view that its level of debt is unsupportable;
weak capitalisation of some European banks, which could be
undermined further depending on extent of credit losses resultant of the
pandemic;
minority EU governments which could prove fragile and the German
general election in 2021;
geopolitical risks, for example in China, Iran or North Korea, but also in
Europe and other Middle Eastern countries, which could lead to
increasing safe haven flows.

The potential to upside risks to current forecasts for UK gilt yields and PWLB
rates include:

a significant rise in inflationary pressures e.g. caused by a stronger than
currently expected recovery in the UK economy after effective vaccines
are administered quickly to the UK population, leading to a rapid
resumption of normal life and return to full economic activity across all
sectors of the economy;

the MPC is too slow in its pace and strength of Bank Rate increases,
allowing inflation pressures to build up too strongly, which then
necessitates a later rapid series of increases in Bank Rate faster than
currently expected.
BORROWING STRATEGY
There has been, for some time, a perception that a small number of Local
Authorities were accessing preferential PWLB interest rates to pursue

excessive commercial property investments for a purely financial return. The
Government and CIPFA have closely monitored this area.
In October 2019, the Government tried to curb these perceived excessive
investments by introducing a 1.00% increase in PWLB rates across the board.
This initiative however affected the financial viability of key regeneration and
infrastructure schemes that Local Authorities were planning to fund through
borrowing, as well as commercial property investments.
In March 2020, the Government launched a consultation on revised PWLB
lending terms. The aim of the consultation was to develop “a proportionate and
equitable way to prevent local authorities from using PWLB loans to buy
commercial assets primarily for yield, without impeding their ability to pursue
service delivery, housing and regeneration under the prudential regime as they
do now”.
In the November 2020 Spending Review the Government announced its
intention to “reform the PWLB lending terms, ending the use of the PWLB for
investment property brought primarily for yield”. Alongside this announcement
the Government confirmed its removal of the previously applied 1.00% uplift in
borrowing rates.
Following the Government announcements in November 2020 the HM Treasury
has published revised lending terms for the PWLB. These new terms apply to
all loans arranged from 26 November 2020. The main features of the new
lending terms are:




Local Authorities will be asked to submit a high-level description of
their capital spending and financing plans for the following three
years, including their expected use of PWLB;
As part of this exercise the Section 151 Officer will be required to
confirm that there is no intention to buy investment assets primarily
for yield at any point in the next three years;
The PWLB will not lend to a Local Authority that plans to buy
investment assets primarily for yield anywhere in their capital plans
regardless of whether PWLB borrowing is used to purchase the
investment.

The above changes are not intended to preclude Local Authorities from
investing in properties where that investment supports regeneration and other
policy objectives.
Local Authorities borrowing has an impact on public sector debt, therefore the
Government is keen to capture future borrowing plans to assist their forecasts.
For Local Authorities that voluntarily provide this information a certainty rate
discount of 0.20% is made available for new PWLB loans. This Council
provides the relevant information on future borrowing plans.
Detailed below are the expectations of the certainty borrowing rates for the
PWLB, and are subject to variation if there are any unexpected shocks to
financial and/or political systems. The PWLB is a statutory body presently

operating within the UK Debt Management Office, an Executive Agency of HM
Treasury.


The 50-year PWLB rate level is expected to rise gradually from 1.40% to
reach 1.70% by March 2024.



The 25-year PWLB rate is expected to follow a similar path to the 50 year
rate rising from 1.60% to 1.90% by March 2024.



The 10-year PWLB rate is currently 1.65% and is expected to rise to
reach 1.90% by March 2024.



The 5-year PWLB rate is expected to rise gradually from 0.80% to reach
1.00% by March 2024.

In addition, to the above forecasts the Council’s borrowing strategy will be based
upon the following information:


The policy of avoiding new borrowing by running down cash balances
has served well over the last few years. However, this needs to be
carefully reviewed to avoid incurring higher borrowing costs in the future
when the Council may not be able to avoid new borrowing to finance
capital expenditure and/or the refinancing of maturing debt;



Investment returns are likely to remain low during the 2021/2022 financial
year;



There will remain a ‘cost of carry’ – any borrowing undertaken that results
in a temporary increase in investments will incur a revenue loss between
borrowing costs and investment returns.

The Council is currently maintaining an under-borrowed position. This means
that the capital borrowing need (the Capital Financing Requirement) has not
been fully funded with external debt as cash supporting the Council’s reserves,
balances and cash flow has been used as a temporary measure. This Strategy
has proved prudent as investment returns are low and counterparty risk is still
an issue to be considered.
At some stage the level of General Fund Reserves and Balances will become
depleted restricting the ability to borrow internally. This means that the short
term savings to the General Fund by avoiding new long term borrowing must
also be weighed against the potential for incurring additional long term extra
costs by delaying unavoidable new external borrowing until later years when
PWLB rates are forecast to be higher.
The Council’s expansive capital programme cannot be funded from cash
balances, and it is important to time and structure any new external borrowing
to minimise the cost.
Sources of Borrowing

The approved sources of long term and short-term borrowing are:








Public Works Loan Board and any successor body;
Local Authorities (primarily shorter dated maturities – up to 5 years);
Any institution approved for investments;
Any other bank or building society authorised to operate in the UK;
UK public and private sector pension funds;
Capital market bond investors;
UK Municipal Bond Agency.

The degree that any alternate sources of external borrowing proves cheaper
than the PWLB is still evolving. In addition, capital finance may be raised by
the use of leases and hire purchase that are not borrowing, but may be classed
as other debt liabilities.
Officers will give due consideration to the various options in determining the
most advantageous terms in accordance with the borrowing strategy.
Policy on Borrowing in Advance of Need
The Council will not borrow more than or in advance of its needs purely in order
to profit from the investment of the extra sums borrowed. Any decision to borrow
in advance will be within forward approved Capital Financing Requirement, and
will be considered carefully to ensure value for money can be demonstrated and
that the Council can ensure the security of such funds.

DEBT RESCHEDULING
The breakdown of the Council’s long-term borrowings as at 25 January 2021
is detailed in the table beneath:
Lender
Barclays

Principal
£
4,000,000

Type
Maturity

PWLB

4,000,000

Maturity

PWLB
PWLB

3,698,818
13,804,039

Annuity
Annuity

PWLB

9,823,292

Annuity

Total

35,326,149

Start Date

End Date

15 September 15
2003
September
2043
2 February
2 February
2015
2030
2 March 2015 2 March 2055
9 October
9 October
2018
2068
5 September 5 September
2019
2059

Rate
%
4.45

2.59
3.15
2.83
1.69

The PWLB permits Councils to repay loans before maturity and either pay a
premium or receive a discount according to a set formula based on current
interest rates. The PWLB early redemption rates are 1.00 -1.15% lower than
the equivalent standard new loan rate, therefore at present any rescheduling
would result in a premium being payable.

The Council also has a £4.00 million fixed rate loan from Barclays Capital
maturing on 15 September 2043. Rescheduling opportunities in respect of this
loan also appear limited.
Any rescheduling undertaken will be reported as part of the Treasury
Management Annual Outturn Report.
ANNUAL INVESTMENT STRATEGY
Investment Policy
The Annual Investment Strategy (AIS) is produced in accordance with the
MHCLG Guidance on Local Government Investments and the CIPFA Code of
Practice, and any subsequent amendments. Although that guidance has
widened the meaning of ‘investments’ to include both financial and non-financial
investments, this report deals solely with financial investments as managed by
the treasury team.
The Council aims to achieve the optimum return on its investments
commensurate with the proper levels of capital security and liquidity. The
Council’s risk appetite is low reflecting the priority given to security of its
investments.
In accordance with the above guidance, and in order to minimise the risk to
investments, the Council applies creditworthiness criteria to generate a list of
suitable counterparties, durational bands, individual and group limits. This
enables diversification of institutions and sectors to minimise financial exposure.
Bank Rate is at 0.10% and consequently, Councils are not obtaining a material
return from deposits. This has led to an increase in investment ‘opportunities’
being offered to Councils and it is important not to forget recent history in the
search for that extra return to ease revenue budget pressures. The Council
must look at the product rather than focus on the return, and appreciate the
risks involved prior to investing.
Investment instruments that the Council may use for the prudent management
of its treasury balances during the financial year are detailed in Appendix D2
under the heads of Specified and Non-Specified Investments. Specified
investments are sterling denominated investments with a maximum maturity of
one year. They also meet the ‘high credit quality’ as determined by the Council
and are not deemed capital expenditure investments under Statute. Nonspecified investments are, effectively, everything else.
Creditworthiness Policy
The Council uses the creditworthiness service provided by Link. This service
employs a sophisticated modelling approach utilising the credit ratings from the
three main rating agencies: Fitch, Moodys, and Standard and Poors. The credit
ratings of counterparties are supplemented with the following overlays: -





credit watches and outlooks from the rating agencies;
Credit Default Swaps (CDS) spreads to give early warning of likely
changes in credit ratings;
sovereign ratings to select counterparties from only the most
creditworthy countries.

This modelling approach combines credit ratings, credit watches, credit
outlooks in a weighted scoring system which is then combined with an overlay
of CDS spreads for which the end product is a series of colour code bands
which indicate the relative creditworthiness of counterparties. These colour
codes are also used by the Council to determine the duration for investments
and are therefore referred to as durational bands.
The Council will therefore use appropriately credit rated counterparties within
the following durational bands: 









Yellow
5 years (for UK government debt only)
Dark Pink 5 years for Ultra-Short Dated Bond Funds with a credit
score of 1.25
Light Pink 5 years for Ultra-Short Dated Bond Funds with a credit
score of 1.50
Purple
2 years
Blue
1 year (only applies to full/semi nationalised UK Banks)
Orange
1 year
Red
6 months
Green
100 days
No Colour do not use

The Link creditworthiness service uses a wider array of information than just
primary ratings and by using a risk weighted scoring system, does not give
undue preponderance to just one agency’s ratings. The rating criteria stated
within this Strategy reflect the ratings issued by Fitch.
Although all credit ratings are monitored weekly the Council is alerted to
changes to ratings of all three agencies throughout the week.


If a downgrade results in the counterparty/investment scheme no longer
meeting the Council’s minimum criteria, its further use as a new
investment will be withdrawn immediately.



If a counterparty or investment scheme is upgraded so that it meets the
Council’s minimum criteria, it will be included on the lending list.



In addition to the use of credit ratings the Council is advised of
information in movements in CDSs against the iTraxx benchmark and
other market data on a weekly basis. Extreme market movements may
result in downgrade of an institution or removal from the Council’s lending
list.

Sole reliance will not be placed on the use of this external service. In addition,
the Council will use market information and data, as well as information on any
external support for banks to assist its decision making process.

Authorised Institutions
The Council will invest with Bank of England Authorised Institutions with a
minimum credit rating of A (or equivalent) long-term and F1 (or equivalent) short
term at the time of dealing.
During the financial crisis the UK Government stepped in to support the Royal
Bank of Scotland (RBS), in essence taking part ownership of the bank. Whilst
nationalised banks, whether full or partial, have their own credit ratings they are
also recipients of the Government’s creditworthiness.
The UK Government currently owns around 63% of RBS having commenced a
programme of returning ownership to private investors, with a view to sell all of
its shares by 2025. Whilst the UK Government holds over 25% of shares the
RBS group will continue to benefit from the Government’s short term rating. The
RBS credit rating has improved significantly recently and is now A+ long term,
which is above the Council’s minimum criteria; however RBS still continues to
benefit from the Government’s rating.
The maximum lending limit for each of these Authorised Institutions is to
remain at £7 million, except for Royal Bank of Scotland/National
Westminster Bank (Natwest).
The Council banks with Natwest which as stated above is part nationalised.
During the pandemic and lockdown the Government has provided significant
grants to the Council to pass on to support businesses. This has resulted in the
temporary increase in the level of funds held with Natwest. On 31 March 2020
(20/89) an urgent decision authorised the temporary uplift of the maximum level
of funds held with Natwest, and that uplift needs to remain as recently further
grants have been received.
The ownership of financial institutions is complex and so that the Council is not
over-exposed to ‘ownership risk’ a group investment limit of £10 million will
apply. This provides an extra layer of security to minimise investment exposure.
Due to the level of grants being passed through the Council the maximum group
limit for Royal Bank of Scotland/Natwest will be increased temporarily whilst the
UK Government holds greater than 25% of the ownership.
A Group Investment limit of £10 million will remain, save for the Royal
Bank of Scotland/Natwest while the UK Government owns more than 25%.
This is the same as in the 2020/2021 Strategy.
UK Banks – Ring Fencing
In order to improve the resilience and resolvability of the banking sector, the
largest UK banks, (those with more than £25bn of retail / Small and Mediumsized Enterprise (SME) deposits) are required, by UK law, to separate core retail
banking services from their investment and international banking activities. This
is known as “ring-fencing”. Whilst smaller banks with less than £25bn in deposits
are exempt, they can choose to opt up.

In general, simpler activities offered from within a ring-fenced bank (RFB) will
be focused on lower risk, day-to-day core transactions, whilst more complex
and “riskier” activities are required to be housed in a separate entity, a non-ringfenced bank (NRFB). This is intended to ensure that an entity’s core activities
are not adversely affected by the acts or omissions of other members of its
group.
While the structure of the banks included within this process may have changed,
the fundamentals of credit assessment have not. The Council will continue to
assess these entities in the same way that it does others and those aligned with
the Council’s creditworthiness policy will be considered for investment
purposes.
Building Societies
A large number of Building Societies do not have formal credit ratings; they are
assessed on the total asset value of the organisation, which is not considered
an appropriate measure of credit risk.
Therefore, the Council will only invest with Building Societies that have a
minimum credit rating of A- long term and F1 short term. This in itself is no
guarantee against an institution failing but it does provide a measure of their
current and on-going viability.
Of those that have a credit rating meeting the above criteria, only five at the time
of writing, the Council recognises there is a difference in strength between them,
and therefore will seek to apply a tiered maximum level of investment as follows:
Tier 1
Building Societies with a minimum A+ (Long Term) and F1 (Short Term) credit
rating will be treated on a parallel with Authorised Institutions, applying a £7
million maximum lending limit.
This is the same as in the 2020/2021 Strategy.
Tier 2
For Building Societies with a minimum A (Long Term) and F1 (Short Term)
credit rating a maximum lending limit of £5 million will apply.
This is the same as in the 2020/2021 Strategy.
Tier 3
For Building Societies with an A- (LT) and F1 (ST) credit rating a maximum
lending limit of £2.5 million will apply. This Tier provides for a wider counterparty
list whilst controlling the financial exposure with the lower maximum limit.
This is the same as in the 2020/2021 Strategy.
Local Authorities

Local Authorities do not generally have a credit rating assigned; however, this
does not imply they are not creditworthy organisations. There is a clear legal
situation pertaining to straightforward cash lending for English and Welsh local
authorities where Section 13 (3) of the Local Government Act 2003 states that:‘’All money borrowed by a Local Authority, together with any interest on the
money borrowed, shall be charged indifferently on all the revenues of the
authority’’.
There is a significant market for inter-authority transactions for short to medium
term lending/borrowing as this is proving to be cheaper than other options. As
Local Authorities are guaranteed by statute, and so as not to restrict this
Council’s investment opportunities, the maximum lending limit is £10 million per
English and Welsh Local Authority.
This is the same as in the 2020/2021 Strategy.
Other Public Sector Bodies
Police and Fire Authorities are both defined as Local Authority bodies under
Sections 23 and 24 of the Local Government Act 2003. In addition, the Police
Act 1996 has been updated to reflect the new era of Police and Crime
Commissioners (PCC’s), but links back are provided by the Police Reform and
Social Responsibility Act 2011 to ensure PCC’s still fall within the technical
definition of a Local Authority.
The maximum lending limit is £2.5 million per Police and Fire Authority.
This is the same as in the 2020/2021 Strategy.
Scottish Local Authorities borrowing powers are now governed by The Local
Authority (Capital Finance and Auditing) (Scotland) Regulations 2016; which
brings this function into line with the Local Government Act 2003. This means
that all money borrowed must be secured on all the revenues of that Authority.
The maximum lending limit is £2.5 million per Scottish Local Authority.
This is the same as in the 2020/2021 Strategy.
Debt Management Office
The Debt Management Office (DMO) balances the UK Government’s books and
as part of that remit will accept fixed term investments for a period up to 6
months from Local Authorities. Whilst this provides the Council with enhanced
security of its investments the interest rate payable is very low (the risk/reward
trade off).
Due to the limited number of counterparties in the market, particularly in the
short dated durations (up to 1 month), and the level of government business
support grants being paid through local Councils it is proposed to increase the
investment limit from £30 million to £50 million.

Whilst this appears a significant increase, and a substantial limit, if the Council
does not have sufficient counterparties available, the surplus cash will remain
in the Council bank accounts with Natwest, which is part nationalised. The
Council does not receive credit interest on its cash balances from Natwest.
Therefore from a security perspective there is no difference from placing
additional funds with the DMO rather than leaving it in the bank with Natwest.
The investment limit has increased from £30 million to £50 million for the
2021/2022 Strategy.
Challenger Banks
A Challenger Bank is a relatively small retail bank set up with the intention of
competing for business with large, long-established national banks. Examples
are Aldermore, Metro Bank and Tesco Bank. At present, the vast majority of
these banks do not have credit ratings so fall outside of the Council’s investment
criteria. However, it is expected that these banks will obtain credit ratings in the
future, and as such will be kept under review.
Ethical Investments
The Council will not knowingly invest directly in businesses whose activities and
practices pose a risk of serious harm to individuals or groups, or whose activities
are inconsistent with the Council’s mission and values. This would include, inter
alia, avoiding direct investment in institutions with material links to:




human rights abuse (e.g. child labour, political oppression)
environmentally harmful activities (e.g. pollution, destruction of habitat,
fossil fuels)
socially harmful activities (e.g. tobacco, gambling)

Investing directly excludes, for example, the Council’s majority investment in
third party counterparties such as banks, building societies and other local
authorities.
Investment guidance, both statutory and from CIPFA, makes clear that all
investing must adopt the principles of security, liquidity and yield; ethical issues
must play a subordinate role to those priorities.
Foreign Banks/Country limits
On credit grounds alone, there is no reason why a highly credit-rated bank with
non-UK origins operating in the UK should be discriminated against vis-à-vis its
UK counterparty. However, the Icelandic bank situation raised the issue of a
sovereign states’ propensity and ability to support a bank and/or banking
system.
The Council has determined that it will only use approved counterparties from
countries with a minimum sovereign credit rating of AA from Fitch (or equivalent

from other agencies if Fitch does not provide). This will also be the
consideration where a country has given a blanket (explicit) guarantee on all
deposits.
This is the same criteria as within the 2020/2021 Strategy.
In addition to the sovereign rating, the individual financial institution should have
a minimum AA- (LT) and F1+ (ST). This is a higher rating requirement than for
UK counterparties, but is considered a reasonable enhancement in order to
provide greater reassurance to their stability.
The list of countries that qualify using these credit criteria and have banks
operating in sterling markets at the date of this report are detailed below:
AAA rated







Australia
Denmark
Germany
Netherlands




Singapore
Sweden
Switzerland

AA+ rated



Canada
Finland



Abu Dhabi (UAE)



USA



France

AA rated

This list will be added to or deducted from by Finance Officers should ratings
change in accordance with this policy.
A definition of the long and short term ratings used within this report is detailed
in Appendix D3.
Property Funds
In the pursuit of a higher return a number of Local Authorities have invested, or
are considering investing in Property Funds. Property Funds are identified as
a non-specified investment within the Annual Investment Strategy. Investing
within a Property Fund may be deemed as capital expenditure and as such will
be an application (spending) of capital resources. The Council will seek
guidance on the status of any Property Fund it may consider using; and
appropriate due diligence will also be undertaken before investment of this type
is undertaken.
Summary of Investment Criteria
The focus of the guidance is on financial risk management with a priority being
capital preservation. The Council has operated such measures for many years,
and a summary of the investment criteria and how it applies to institutions for
the investment of surplus funds is as follows:











Institutions supported by the UK Government and thus its sovereign
rating.
For any bank outside the UK, the Country of Origin should have a
minimum Sovereign rating of AA, together with an individual rating of AA(LT) and F1+ (ST) at the time of dealing.
Institutions with an unconditional guarantee from a minimum AA rated
sovereign country at the time of dealing.
Bank of England Authorised Institutions with a minimum credit rating of
F1 (or equivalent) short term and A (or equivalent) long term at the time
of dealing from any one of the major credit rating agencies.
The wholly owned subsidiaries of the UK banks (subject to the parent
meeting the minimum credit criteria and providing a statement of
support).
Building Societies with a minimum credit rating of A- (or equivalent) long
term and F1 (or equivalent) short term at the time of dealing.
Nationalised Industries, including nationalised banks (part/fully), and
other Public Corporations.
UK Central Government and UK Local Authorities, including Police and
Fire Authorities.
Other Institutions as approved through the Annual Investment Strategy,
in accordance with the Local Government Investment Regulations.

An indicative counterparty schedule based on UK institutions is attached at
Appendix D1.
TEMPORARY INVESTMENTS STRATEGY
All of the Council’s investments are currently managed in-house, and this
approach will continue for the duration of this Strategy.
The Council’s funds are mainly cash-flow derived, with a small element of core
balance available for longer term investments. The core balance has been
reduced over the last couple of years, or so, through funding capital expenditure
rather than take new borrowing, although project specific borrowing was taken
where necessary. This general approach has reduced the level of credit risk
exposure, and generated short term savings.
Bank Rate is currently 0.10% and is unlikely to rise from this level for a
considerable period.
Cash-flow generated balances will continue to be placed in short-dated deposits
(up to 100 days) to benefit from the compounding of interest. The core balances
will, generally, be placed in call accounts and fixed periods beyond 100 days
dependant on the periods where the rates are attractive, commensurate with
the creditworthiness of the counterparty. The inter Local Authority market has
in the last few years been buoyant, however rates have been in decline recently.
Officers will continue to look for value in this area.
For the 2021/2022 financial year the Council should budget for an investment
return of 0.10%. The Council will use the 7 day uncompounded LIBID
benchmark to assess the performance of the investment portfolio. The provision

of LIBOR and associated LIBID rates is expected to cease at the end of 2021,
and Officers will work with Link to determine a suitable replacement investment
benchmark ahead of its cessation.
Negative Investment Rates
While the Bank of England said in Q3 2020 that it is unlikely to introduce a
negative Bank Rate, at least in the next 6 -12 months, and in November omitted
any mention of negative rates in the minutes of the meeting of the Monetary
Policy Committee, some deposit accounts, including the DMO, are already
offering nil or negative rates for shorter periods.
The Council will seek to make investments for positive return; however if the
MPC does introduce negative Bank Rate then the Council may not have a
choice but to hold cash/investments at negative rates.
OTHER TREASURY ISSUES
Markets in Financial Instruments Directives (MiFid II)
As previously reported to Members, MiFid II was introduced on 3 January 2018
to offer greater protection to investors and inject more transparency into all
asset classes.
The Council has opted-up to professional status under MiFid II with money
market brokers and the appointed treasury adviser. This is on the basis that
the Council has the skills and experience to understand the nature of
investments and manage the risks associated; and continues to permit the
Council to have access to the money markets and financial institutions.
Banking Arrangements
National Westminster Bank, which is part UK Government owned, currently
provides banking services for the Council. The contract expires on 31 March
2021; however Officers will discuss the potential extension of the contract.
Treasury Management Advisers
The Council engages the services of professional external treasury
management advisers, where appropriate, in order to access specialist skills
and resources. Link is appointed to this role, with their contract expiring on 30
September 2022.
The Council recognises that it is responsible for treasury management
decisions at all times and will ensure that undue reliance is not placed upon our
external service providers.
Service Loans
The Council can lend money to local bodies or its subsidiaries to support local
public services and stimulate local economic growth. In light of the wider
benefits that can arise the Council is prepared to take more risk than with
treasury investments.

The main risk when making Service Loans is that the borrower will be unable to
repay the principal lent and/or the interest due. It is important that the Council
limits the financial risk, and assessment will be made of the risk of loss before
entering into Service Loans by assessing the counterparty’s resilience, the
service users’ needs that the loan is designed to help meet and how these will
evolve over time.
During the life of the loan any change in original assumptions will be monitored.
The Council will use external advisors if considered appropriate by the Section
151 Officer. All loans will be subject to contract agreed by Director (LD). All
loans must be approved by Full Council and will be monitored by Section 151
Officer.

APPENDIX D1
INDICATIVE COUNTERPARTY SCHEDULE BASED ON UK INSTITUTIONS
Sovereign Counterparty
Rating
AABarclays Bank (RFB)
Barclays Bank (NRFB)
HSBC Bank (NRFB)
HSBC UK Bank (RFB)
Goldman Sachs
Santander UK
Cater Allen
Standard Charter
Lloyds Bank Corporate
Markets (NRFB)
Lloyds Bank (RFB)
Bank of Scotland (RFB)
Royal Bank of Scotland
(RFB)
National Westminster
Bank (NRFB)
Natwest Markets (NRFB)

Debt Management Office
Individual Local
Authorities (England and
Wales)
Police Authorities
Fire Authorities
Scottish Local Authorities
Nationwide Building
Society
Coventry Building Society
Leeds Building Society
Yorkshire Building
Society
Skipton Building Society

Credit Rating
A+/F1
A+/F1
AA-/F1+
AA-/F1+
A+/F1
A+/F1
Santander
Parent
A+/F1
A+/F1
A+/F1
A+/F1
A+/F1
A+/F1
A+/F1

Limit per
institution
£7m
£7m
£7m
£7m
£3m
(£10m group)
£7m
£7m (£10m
group)
£15m
collective
limit *

(UK Govt)
By Statute

£7m (link to
above for
group limit)
£50m
£10m

By Statute
By Statute
By Statute
A/F1

£2.5m
£2.5m
£2.5m
£5m

A-/F1
A-/F1
A-/F1

£2.5m
£2.5m
£2.5m

A-/F1

£2.5m

* Only £15m group limit whilst a nationalised bank, although the maximum
limit has been temporarily increased to recognise the grant flow from
Government to support businesses during the pandemic.

APPENDIX D2
LOCAL GOVERNMENT INVESTMENTS (England)
SPECIFIED INVESTMENTS
All investments listed below must be sterling-denominated, with maturities upto a maximum of 1 year, meeting the minimum ‘high’
credit criteria where applicable.
Investment

Share/
Loan
Capital?

Repayable/
Redeemable
within 12
months?

Security /
Minimum
Credit Criteria

Capital
Expenditure?

Circumstance of
use

Maximum
period

Debt Management Agency
Deposit Facility
Term deposits with UK local
authorities (i.e. local authorities
as defined under Section 23 of
the 2003 Act) or similar
legislation with maturities up to
1 year. (Note 1)
Term deposits with banks and
building societies nationalised
(part/fully) by high credit rated
sovereign countries with
maturities upto 1 year. This
includes forward deals where
negotiated period plus period of
deposit is less than 1 year.

No

Yes

No

In-house

6 months

No

Yes

UK Sovereign
rating.
By Statute

No

In-house and by
external fund
managers

1 year

No

Yes

Minimum of
AA rated
sovereign
rating for nonUK countries.

No

In-house and by
external fund
managers

1 year

Term deposits with creditrated banks with maturities up
to 1 year, including forward
deals.

No

No

In-house and by
external fund
managers

1 year

Yes

UK sovereign
rating for UK
counterparties
A long term
F1 short term

Term deposits with creditrated building societies with
maturities up to 1 year,
including forward deals.
Term deposits with banks and
building societies operating
with a Government guarantee
(explicit) on ALL deposits by
high credit rated countries.

No

Yes

A- long term
F1 short term

No

In-house and by
external fund
managers

1 year

No

Yes

Minimum of
AA rated
sovereign
rating for nonUK countries.

No

In-house and by
fund managers

1 year

No

In-house and by
fund managers
In-house and by
fund managers
In-house and by
fund managers

1 year

Money Market Funds (CNAV)

No

Yes

UK sovereign
rating for UK
counterparties
AAA rated

Money Market Funds
(LVNAV)
Money Market Funds (VNAV)

No

Yes

AAA rated

No

No

Yes

AAA rated

No

Note 1: This includes Scottish Local Authorities, Fire Authorities and Police Authorities.

1 year
1 year

LOCAL GOVERNMENT INVESTMENT (England)
NON-SPECIFIED INVESTMENTS
Note : The maximum percentage limit for each investment is based on the aggregate sum managed in-house and through external
fund managers
1 Maturities of ANY period
Investment

Share/
Loan
Capital?

Repayable/
Redeemable
within 12
months?

Security /
‘High’ Credit
Rating criteria

Capital
Expenditure
?

Circumstance of
use

Max % of
overall
investment
portfolio

Maximum
period

Deposits with unrated
deposit takers with
unconditional financial
guarantee from Sovereign
Government or credit-rated
parent institution.

No

Yes, but only
if maturity is
1 year or
less

Parent must
be rated
minimum A
long term and
F1 short term.

No

In-house

50

5 years,
dependa
nt on
credit
rating of
parent or
sovereign

No

In-house and
external fund
managers

25

5 years

No

To be used by
50
fund managers; to
be used in-house

5 years

Fixed term deposits with
variable rate and variable
maturities (structured
deposits).
Certificates of Deposit issued
by credit-rated deposit takers
(banks and building societies)

No

No

Yes, but only
if maturity is
1 year or
less
Yes, but only
if maturity is

Minimum of
AA sovereign
rating or UK
sovereign
rating.
A long term
F1 short term

A long term
F1 short term

Investment

Share/
Loan
Capital?

Custodial arrangement required
prior to purchase

Commercial paper issuance
covered by UK banks

Security /
‘High’ Credit
Rating criteria

Capital
Expenditure
?

1 year or
less

No

Yes –
A long term
generally
F1 short term
have a
maximum life
of 9 months.

No

No

Yes

UK sovereign
rating.

No

Yes, but only
if maturity is
1 year or
less

AAA or UK
sovereign
rating.

No

Custodial arrangement required

Treasury bills
[Government debt security with
a maturity less than one year
and issued through a
competitive bidding process at
a discount to par value]

Repayable/
Redeemable
within 12
months?

Custodial arrangement required
prior to purchase
Bonds issued by multilateral No
development banks (as
defined in SI 2004 No 534) any
maturity

Circumstance of
use

after consultation/
advice from
treasury
consultant
In-house and by
external fund
managers
(subject to the
guidelines and
parameters
agreed with them)
In-house and
external fund
managers subject
to the guidelines
and parameters
agreed with them

(1) Buy and hold to
maturity : to be used inhouse after
consultation/ advice
from treasury consultant
(2) for trading : by
external cash fund
manager(s) only subject
to the guidelines and

Max % of
overall
investment
portfolio

Maximum
period

20

1 year

25

1 year

50

10 years

Investment

Share/
Loan
Capital?

Repayable/
Redeemable
within 12
months?

Security /
‘High’ Credit
Rating criteria

Capital
Expenditure
?

Maximum
period

50

10 years

No

Yes – but
can be up to
10 years.

UK sovereign
rating

No

(1) Buy and hold to
maturity : to be used inhouse after
consultation/ advice
from treasury
consultants
(2) for trading : by
external cash fund
manager(s) only subject
to the guidelines and
parameters agreed with
them

Yes

Yes

Yes – varied

Yes

For trading : by
20
external cash
fund manager(s)
only subject to the
guidelines and
parameters
agreed with them

5 years

Yes

Yes

UK sovereign
rating

Yes

For trading : by
20
external cash
fund manager(s)
only subject to the
guidelines and

10 years

Custodial arrangement required
prior to purchase

Floating Rate Notes (FRNs)
[Bonds (i.e. debt instruments)
with a coupon whose rate
varies in line with a market rate
of interest and is generally reset every 3 months ]

Max % of
overall
investment
portfolio

parameters agreed with
them

Custodial arrangement required
prior to purchase
UK government gilts

Circumstance of
use

Custodial arrangement required
prior to purchase
Bonds issuance covered by
UK government explicit
guarantee e.g. National Rail

YES-varied**

Investment

Share/
Loan
Capital?

Repayable/
Redeemable
within 12
months?

Security /
‘High’ Credit
Rating criteria

Capital
Expenditure
?

Suggested
minimum long-term
rating :
AA- : for bonds
with maturities up
to 2 years

Corporate bonds other

Yes

Yes

Yes but only
if maturity is
1 year or
less.

AA : for bonds
with maturities
up to 10 years
YES-varied**
Yes

AA : for bonds
with maturities
up to 10 years
AAA
No
sovereign
rating

Custodial arrangement required
prior to purchase
Collective Investment
Schemes structured as Open
Ended Investment
Companies (OEICs)

Minimum A
long term
F1 short term
but for certain

Max % of
overall
investment
portfolio

Maximum
period

parameters
agreed with them

Suggested
minimum long-term
rating :
AA- : for bonds
with maturities up
to 2 years

Sovereign bond issues (other No
than UK government): any
maturity

Circumstance of
use

No,
(ensure it
is not a
body

For trading : by
20
external cash
fund manager(s)
only subject to the
guidelines and
parameters
agreed with them

10 years

(1) Buy and hold to
maturity : to be used inhouse after
consultation/ advice
(2) for trading : by
external cash fund
manager(s) only subject
to the guidelines and
parameters agreed with
them

20

10 years

In-house and
external fund
manager.

50

the period of
investment
may not be
determined
at the outset

Investment

e.g.







2

Share/
Loan
Capital?

Repayable/
Redeemable
within 12
months?

Government Liquidity
Funds
Money Market Funds
Ultra-Short Dated
Bond Fund with credit
score of 1.25
Ultra-Short Dated
Bond Fund with credit
score of 1.50
Bond Funds
Gilt Funds

Security /
‘High’ Credit
Rating criteria

Capital
Expenditure
?

investments
should be
AAA rated

corporate
by virtue of
its set up
structure)

Circumstance of
use

Max % of
overall
investment
portfolio

Maximum
period

but would be
subject to
cash flow
and liquidity
requirements

Maturities in Excess of 1 Year

Investment

Share/
Loan
Capital?

Repayable/
Redeemable
within 12
months?

Security /
‘High’ Credit
Rating criteria

Capital
Expenditure
?

Circumstance of
use

Max % of
overall
investme
nts

Maximum
period

Term Deposits with UK Local
Authorities (i.e. local authorities
as defined under Section 23 of
the 2003 Act) or similar

No

No

By Statute

No

In-house and by
external fund
manager

100

5 years

Investment

legislation with maturities in
excess of 1 year
Term deposits with banks and
building societies with
maturities greater than 1 year
Term deposits with credit
rated banks and building
societies with unconditional
guarantee from a Sovereign
government.

Share/
Loan
Capital?

Repayable/
Redeemable
within 12
months?

Security /
‘High’ Credit
Rating criteria

Capital
Expenditure
?

Circumstance of
use

Max % of
overall
investme
nts

Maximum
period

No

No

A long term
F1 short term

No

50

5 years

No

No

Minimum of
AA sovereign
rating or UK
Sovereign
rating.

No

In-house and by
external fund
manager
In-house

20

5 years

Property Funds – the normal
use of these investments would
normally constitute capital
expenditure

No

Property Funds – not
classified as capital
expenditure

No

The
intention is
to be in
excess of
12 months
The
intention is
to be in
excess of
12 months

A long term
F1 short term
High security

Yes

In-house and by
external fund
manager

25

the period of
investment
may not be
determined
at the outset

High security

NO

In-house and by
external fund
manager

25

the period of
investment
may not be
determined
at the outset

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.

Investment Definition
Grade
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.
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
F1

F2

F3

Current Definition
Highest credit quality. Indicates the strongest capacity for
timely payment of financial commitments; may have an added
"+" to denote any exceptionally strong credit feature.
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.
Fair credit quality. The capacity for timely payment of financial
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.
£000

2019/20
Actual

2020/21
Estimate

2021/22
Estimate

2022/23
Estimate

Opening Capital Finance
Requirement

46,259

47,984

48,603

83,521

a) Capital Expenditure

18,649

30,540

50,288

3,190

(13,399)

(16,426)

(1,734)

(1,703)

(2,301)

(12,436)

(9,618)

(1,487)

(409)

(169)

(2,900)
(180)

(190)

(815)

(890)

(938)

(1,708)

b) Net Borrowing Indicator
and Closing Capital Finance
Requirement

47,984

48,603

83,521

81,623

c) Ratio of Financing Cost to
Net Revenue Stream

8.31%

8.67%

13.11%

d) Incremental impact on the
Council Tax

£12.42

£135.98

£4.71

£2.22

e) Gross Debt and the
Capital Financing
Requirement

42.30%

88.92%

88.92%

f) Gross and Net Debt

34.90%

69.03%

69.03%

Sources of finance:
Grants/other contributions
Capital receipts & reserves set
aside
Net Repayment of Borrowing
Repayment receipts re Long
Term Investments
Minimum Revenue Provision

21.36%

The Capital Strategy highlights that resources allocated in the 2021/22 year must focus on the longer
term 5 year period, and not the 2021/22 year in isolation. The profiling of the capital programme
expenditure over the longer 5 year period will develop as the year progresses.
Profiling assumptions on the timing of expenditure and borrowings are however applied to the
Prudential Indicators in order to provide a meaningful analysis

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 therefore is presented as the first indicator.
Capital expenditure for 2021/22 has significantly increased from the estimates
provided last year. This is due to slippage in expenditure included within the capital
programme from earlier years together with the proposals outlined in the Capital
Strategy. The Capital Strategy provides significant investment in the borough to
support the delivery of economic growth, social value, regeneration, operational
efficiencies and improved service delivery
The most material high expenditure schemes which have slipped are those which
drive the Local Investment Fund. 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 setaside 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.
The Councils Capital Strategy shows the Council has budgeted to fund £67.583m
through its own resources, with £40.801m of this being funded through Unsupported
Prudential Borrowing. This borrowing predominantly comprises £22m which has been
historically approved for the student accommodation scheme, £14.6m borrowing
earmarked to support the Local Investment Strategy and £2m borrowing to address
the Covid related budget deficit for the 2020/21 financial year.

As at January 2021 the Council has £35.3m in external borrowing; the Prudential
Indicators assume the levels of 2021/22 prudential borrowing will be in addition to the
current £35.3m.
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 £46k 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
increase in 2021/22 compared to 2020/21 is primarily due to increased interest
charges from borrowings as the Council progresses its investment agenda. The ratio
is then seen to increase again from 2022/23 due to the anticipated funding reductions
arising from significant government funding reforms, which are due to be implemented
in 2022/23.
d) Incremental impact on the Council Tax Indicator
The Council’s capital strategy supports capital investment by identifying matching
financing from reserves, revenue underspends and capital receipts. The calculation
measures this in terms of the resulting additional cost each year to Council Tax (Band
D). The effect of this updated strategy compared with the resources identified in the
previous strategy shows a significant increase in the 2020/21 financial year. The
increase results from funding sources set aside in recent years through previous
Financial Strategies been applied to take forward the Capital Strategy.
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 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 preceding 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). The increase in this ratio reflects that in future years the levels of
debt will exceed the levels of cash investments in future years. The increased
percentage reflects the additional borrowings which will be taken out in order to
support the Council in pursuing its Capital Strategy.
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 relevant
treasury indicators are outlined below.
Limits to Borrowing Activity
Operational Boundary: this is the limit beyond which external debt is not normally
expected to exceed.
Operational Boundary
Debt
Other long term liabilities
Commercial
and
regeneration activities
Total

2020/2021
Estimate
£36 million

2021/2022
Estimate
£36 million

2022/2023
Estimate
£36 million

2023/2024
Estimate
£36 million

£37 million

£39 million

£39 million

£39 million

£73 million

£75 million

£75 million

£75 million

Authorised Limit: this is a limit beyond which external debt is prohibited, and this limit
must be set and revised by Full Council. This reflects a level of borrowing which,
while not desired, could be afforded in the short term but might not be sustainable in
the longer term.
Authorised Boundary
Debt
Other long term liabilities
Commercial activities/nonfinancial investments
Total

2020/2021
Estimate
£36 million

2021/2022
Estimate
£46 million

2022/2023
Estimate
£46 million

2023/2024
Estimate
£46 million

£37 million

£39 million

£39 million

£39 million

£83 million

£85 million

£85 million

£85 million

Upper and lower limits for the maturity structure of the Council’s debt (fixed
and variable) 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 five fixed rate long term loans, which are presently unlikely
to be prematurely redeemed; and have a minimum of 10 years until maturity.
In addition, the Council is considering a number of capital projects which may 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 fixed interest rate borrowing 2021/2022
Lower
Under 12 months
0%
12 months to 2 years
0%
2 years to 5 years
0%
5 years to 10 years
0%
10 years and above
0%
Maturity structure of variable interest rate borrowing 2021/2022
Lower
Under 12 months
0%
12 months to 2 years
0%
2 years to 5 years
0%
5 years to 10 years
0%
10 years and above
0%

Upper
60%
60%
75%
75%
100%
Upper
60%
60%
60%
60%
60%

Upper Limit for Total Principal Sums Invested Over 365 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.
This limit was previously for sums invested over 364 days, however this has been
amended in the revised Treasury Code of Practice to sums invested over 365 days.
Whilst the Council does not presently have any sums invested over 365 days, it is
proposed to set the upper limit at £5.0 million to give some investment flexibility whilst
limiting risk exposure. This headroom is unlikely to be used in 2020/21.
Maximum principal sums invested over 365 days
2020/2021
2021/2022
2022/2023
Principal sum
£nil
£5 million
£5 million

2023/2024
£5 million

APPENDIX F
RESERVES AND BALANCES AND FINANCIAL RESILIENCE
INTRODUCTION
Reserves play an important role in the Council’s financial planning process and
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)
(b)
(c)

General Fund Balance
Corporate Reserves
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 Council’s 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 wellmanaged 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. It is, however, 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 three-year revenue forecasts and a 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 2018 the Chartered Institute of Public Finance and Accountancy (CIPFA)
released a consultation on its plans to launch an index to measure financial
resilience across all local authorities. The aim of the index is to aid Section 151
Officers in assessing and comparing financial resilience against other local
authorities and providing an early warning system where it is needed so that
actions can be taken at a local level. Reserve levels and movements in reserves
form an integral part of the financial resilience assessment.
In 2019 CIPFA released the first publically available reports and figures on the
Financial Resilience Index to support Section 151 Officers in fulfilling their statutory
duties for the 2020/21 budget setting process. This was based on the information
contained within the accounts for the year ended 31 March 2019. The publication
of the information relating to year ended 31 March 2020, which would be used for
the 2021/22 budget setting process, has been delayed due to Covid. A report is
scheduled to be presented to the Audit Committee (21/013) setting out an
assessment of the Council’s financial resilience and a review of reserves.
The Audit Committee report provides the background to the proposals contained
within this Appendix and should be read in conjunction with it, therefore for ease
of reference is attached at Appendix F1.
The criteria for corporate reserves are set out below:
Table F1 – Criteria for Optimum Reserve Levels
a)
b)

c)

RESERVE
General Fund Balance
Corporate Reserves:
Capital Development
Reserve

OPTIMUM RANGE
The balance to be maintained within the
range of £2.5m to £3.5m
The approved expenditure from the fund
will be match its resources over a 10 year
planned period

Risk Management
Reserve

The balance to be maintained within the
range of £2.5m to £4m

Pension Reserve

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

Investment Fund

The approved expenditure from the
reserve not to exceed the resources
available in any one year

Capacity Building
Reserve

The approved expenditure from the
reserve not to exceed the resources
available in any one year

Operational Reserves

Reserves are held for specific purposes
therefore no predetermined range.

Any in year variance to these limits will be reported to Cabinet, who will consider
the required action.
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 currently stands at £4.5m. £1.5m of this
balance is earmarked to be drawn down to balance the revenue budget over the
period to 2024 and the remaining £3m remains uncommitted.
The optimal range of the General Fund Balance has been increased from £2.0m £3m to £2.5m - £3.5m to reflect the additional financial risks facing the Council due
to the Covid pandemic.
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 the long term (usually 10-year period).
Current projections for the reserve show that the resources available are broadly
balanced over the 10 year period.
Risk Management Reserve
The Council historically held an Insurance Reserve and Capital Contingency
Reserve to mitigate certain financial risks that the Council faced. These reserves
have been replaced by the Risk Management Reserve.
The Risk Management Reserve will:






Provide contingency funding for potential overspends on schemes included
within the capital programme
Provide funding for unforeseen, essential infrastructure works where those
cannot be accommodated within existing capital programme budgets
Cover risks which by their nature are difficult to insure such as cliff slippage
and certain storm damage
Cover risks which are generally uneconomic to insure such as damage due
to leakage from water pipes and the theft of small items of equipment
Cover the cost of insurance excesses where those costs cannot be
accommodated within existing revenue budgets



Cover the costs of emerging revenue risks that the Council might face that
are not already addressed within the revenue budget proposals (e.g. the
costs of pursuing a Harbour Revision Order for Whitby Harbour).

The balance of the reserve currently stands at £3.491m.
The optimal range of the reserve will be reviewed on an annual basis and will be
dependent on the level of known risks facing the Council as well as an allowance
for unforeseen risks. The recommended range for the 2021/22 year will be
between £2.5m to £4m.
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 pre-determined optimum range for this reserve stands at
£0.1m to £0.75m.
The projected reserve balance as at 31 March 2021 is £601k, which is within the
predetermined range.
Investment Fund
The Investment Fund provides one-off funding for schemes that will help the
Council deliver future revenue savings or for areas of priority spend. The authority
to approve expenditure from the reserve is delegated to the Council’s Chief
Executive, in consultation with the Executive Management Team. The
uncommitted balance on the reserve as at 31 March 2021 is £1.126m.
The pre-determined criteria for the reserve balance is that the approved
expenditure from the reserve should not exceed the resources available in any one
year.
Capacity Building Reserve
The Capacity Building Reserve was established to address the findings of an
LGA Corporate Peer Challenge, which was undertaken in 2020. One of the
recommendations of the review was that the Council should ‘Invest, align and
prioritise the right resources and skills to support SBC to realise its ambitions
articulated through its new Corporate Plan by addressing without delay
immediate gaps and deficits in the capacity’. The Reserve will be used to fulfil
this recommendation. The authority to approve expenditure from the reserve is
delegated to the Council’s Chief Executive, in consultation with the Executive
Management Team.
The uncommitted balance on the reserve currently stands at £920k.

The pre-determined criteria for the reserve balance is that the approved
expenditure from the reserve should not exceed the resources available in any one
year.
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 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.

REPORT TO
AUDIT COMMITTEE
Corporate Priority:
Improving the Council

REPORT OF THE DIRECTOR (NE) – 21/013
WARDS AFFECTED: ALL

SUBJECT: REVIEW OF RESERVES AND FINANCIAL RESILIENCE
RECOMMENDATION (S):
For Audit Committee to note the outcome of the review of reserves and the
predetermined reserve ranges that will be set out in the Council’s 2021 Financial
Strategy.

REASON FOR RECOMMENDATION (S):
To ensure that optimum reserve levels are maintained.

HIGHLIGHTED RISKS:
That the Council’s reserves are not managed effectively or that reserves become
overcommitted, resulting in insufficient contingency to cover unforeseen budgetary
pressures and financial instability over the short to medium term.

1.

INTRODUCTION

1.1

Reserves play an important role in the Council’s financial planning process
and underpin the sustainability of both the revenue and capital financial
plans. The uncommitted levels of reserves are monitored throughout the
year in conjunction with the wider budget monitoring process to ensure that
they are on target and are deemed to be adequate, taking into account
identified risks.

1.2

As the Chief Finance Officer (CFO) the Section 151 Officer has a statutory
duty to advise the Council on the recommended level of reserves, taking
into account the strategic, operational and financial risks facing the Council

in both the long and short term. This assessment includes a review of past
performance and external influences on the financial plan, along with full
consideration of the risks and uncertainties associated with the budgetary
projections, including their likelihood of occurrence.
1.3

Section 114 of the Local Government Finance Act 1988 requires the CFO
to report to all members if there is, or is likely to be an unbalanced budget
position. In recent years local authorities have been subject to significant
cuts in Central government funding and in early 2018 Northamptonshire
County Council was the first local authority in over 20 years to issue a
section 114 notice.

1.4

The issuing of this notice triggered the National Audit Office to publish a
report on financial sustainability in local authorities, with the report indicating
that there is a heightened risk of more councils falling into special measures
as a result of budget pressures over the next four years. This position has
been exacerbated by the Covid pandemic and several other Councils have
either issued s114 notices or have highlighted the risk that one will be
needed during the 2020/21 financial year.

1.5

In light of the above, and the perceived weakness of public audit systems in
place, the Chartered Institute of Public Finance and Accountancy (CIPFA)
released an index to measure financial resilience across all local authorities.
The aim of the index is to aid CFO’s in assessing and comparing financial
resilience against other local authorities and provide an early warning
system where it is needed so that actions can be taken at a local level.
Reserve levels and movements in reserves form an integral part of the
financial resilience assessment.

1.6

The financial resilience assessment produced by CIPFA is based on
information provided by local authorities in the Revenue Outturn (RO) form,
which is submitted to the government on an annual basis. This year’s RO
Form submission date was deferred due to the ongoing workloads
associated with the Covid pandemic, which has meant that the financial
resilience information relating to the 2019/20 financial year is not currently
available and cannot be referenced in this report in line with earlier year’s
reports.

2.

CORPORATE OBJECTIVES

2.1

This report impacts upon all of the Council’s Corporate Objectives, however,
it specifically supports the aim of ‘Better Council’ through the strengthening
of governance arrangements, mitigation of financial risk, and matching of
resources with priorities.

3.

BACKGROUND AND ISSUES

3.1.1 CURRENT RESERVE BALANCES AND OPTIMUM LEVELS
The Financial Strategy, which is approved by Full Council each year, sets
out the range of reserve balances that the Section 151 Officer considers to
be adequate based on the Council’s policy to maintain reserves that are
prudent but not excessive. Historically the Council’s reserves have been
split into the following distinct areas: General Fund Reserve
 Corporate Reserves, and
 Operational Reserves and Balances
3.1.2 General Fund Reserve
The General Fund Reserve represents an accumulated working balance to
meet future contingencies. The 2020 Financial Strategy set out that the
predetermined optimum range for this reserve was considered to be
between £2.0m to £3.0m.
An interim budget report was presented to Cabinet in September 2020 as a
result of the significantly increased financial pressures that the Council was
facing in regards to the Covid pandemic. That report set out that the
uncommitted balance held in the General Fund would be increased to the
£3m upper limit of the Financial Strategy range in light of the additional
financial risks arising from the pandemic.
The current balance held in the General Fund is £4.5m: £1.5m of which is
earmarked to be drawn down to balance the revenue budget over the 4 year
period to 2024. £0.5m of this planned draw is incorporated in the budget
proposals for the 2021/22 year and the remaining £1m is projected to be
drawn down in 2022/23 to coincide with the government’s intended
implementation of major funding reforms.
The uncommitted balance of the General Fund Reserve remains at the £3m
set out within the Interim Budget report therefore is within the predetermined
optimum range for the reserve.
3.1.3 Corporate Reserves
Corporate reserves are managed centrally and are set aside for the benefit
of all service areas. The Council currently has 5 corporate reserves as
follows:
3.1.4 Capital Development Reserve

The Capital Development Reserve underpins the Capital Strategy, pulls
together all capital resources, and focuses capital investment into priority
areas over the medium term. The Capital Development Reserve matches
resources to investments over a 10 year period to ensure that resources
are not over committed.
In recent years the Council’s Financial Strategy has set aside several
funding sources to create a sum of money to take forward a Capital
Strategy, and a sum of £5.5m is currently available for this purpose. £1m of
this amount has been transferred to the General Fund Reserve to facilitate
the draws from reserves factored into the Council’s revenue budget
projections over the period to 2024 (as detailed section 3.1.2 above) and a
further £0.5m has been transferred to the Capacity Building Reserve (as
detailed in section 3.1.10).

The remaining £4m will be utilised to take forward the Council’s Capital
Strategy proposals, which will be presented to Cabinet in February.
Projections currently show that the Capital Development reserve balance is
broadly committed over the 10 year period.
3.1.5 Capital Contingency Reserve
The Capital Contingency Reserve has historically been set aside to fund
small scale, ad-hoc schemes as well as to provide contingency funding for
potential overspends on schemes included within the Council’s capital
programme. The predetermined optimum range for this reserve stands at
£0.5m to £1.5m.
The uncommitted balance of the Capital Contingency Reserve currently
stands at £872k and a further contribution of £100k will be made to the
reserve in 2021/22.
In more recent years a significant proportion of the Council’s capital
programme (£26m) related to coast protection schemes. The value of those
schemes was almost double the size of the Council’s annual net revenue
budget, which placed a substantial amount of financial risk on the Council.
The majority of these schemes have now reached, or are nearing,
completion which has reduced the risk in the Council’s capital programme.
Given the near completion of these schemes the balance of the reserve is
considered to be sufficient.
Going forward it is proposed that the Capital Contingency Reserve will be
merged with the Insurance Reserve to form a wider Risk Management

Reserve for the Council. This Risk Management Reserve will underpin any
risks associated with the capital programme, which were previously covered
by the Capital Contingency Reserve, as well as those risks historically
covered by the Insurance Reserve and any emerging revenue risks that the
Council might face.
3.1.6 Insurance Reserve
The Insurance Reserve historically covered 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 minimum recommended balance for this reserve stands at £1.350m
and the uncommitted balance currently stands at £1.418m. A further
contribution of £116k will be made to the reserve in 2021/22.
As detailed above it is proposed that going forwards the Insurance Reserve
will be merged with the Capital Contingency Reserve to form a wider Risk
Management Reserve for the Council.
3.1.7 Risk Management Reserve
The Risk Management Reserve will replace the Capital Contingency
Reserve and Insurance Reserve. The Reserve will continue to provide
contingency funding for potential overspends on schemes that cannot be
accommodated within the capital programme, cover risks that were
historically covered by the Insurance Reserve, and also any emerging
revenue risks that the Council might face that are not already addressed
within the revenue budget proposals. The reserve will also cover the costs
of any unforeseen, essential infrastructure works that might be identified
and cannot be accommodated within the capital programme.
A review of operational reserves has identified £937k of funds that had
historically been set aside for specific purposes, but are no longer required
(as detailed in section 3.1.11 below). It is proposed that this balance be
transferred to the Risk Management Reserve alongside the balances
currently held in the Insurance Reserve and Capital Contingency Reserve.
The Risk Management Reserve balance will stand at £3.559m.
An estimated sum of £200k of this amount is likely to be needed to pursue
the obtaining a Harbour Revision Order for Whitby Harbour to resolve
issues surrounding the audit sign off of the Council’s accounts.

The optimum range for the Risk Management Reserve will be reviewed on
an annual basis and will be dependent on the level of known risks facing
the Council as well as an allowance for unforeseen risks.
3.1.8 Pension Reserve
The pension reserve is set aside to meet the upfront costs associated with
the added year element of employee pension and redundancy costs. The
predetermined optimum range for this reserve stands at £0.1m to £0.75m.
The projected reserve balance as at 31 March 2021 is £990k, which is
above the predetermined range. The 2021 Financial Strategy will
recommend that £490k of the pension reserve balance be transferred to the
Investment Fund, which will reduce the remaining balance to £0.5m, which
is within the predetermined range.
A further £100k contribution will be made to the reserve during 2021/22.
Draws on the pension fund reserve have been negligible in recent years
therefore the balance on the reserve is deemed to be appropriate.
3.1.9 Investment Fund
The Investment Fund provides one-off funding for schemes that will help
the Council to deliver future revenue savings, or for areas of priority spend.
The authority to approve expenditure from this reserve is delegated to the
Council’s Chief Executive, in consultation with the Executive Management
Team.
The Investment Fund will be integral in supporting the Council in the delivery
of its future programme of outcome based reviews, as detailed within the
Building a Better Borough report (Report ref 19/259). These reviews will
form the basis of the Council’s future budget strategy and will ensure that
service delivery meets the Council’s new Corporate Plan priorities as well
as being delivered in line with the Council’s available resources.
The uncommitted balance of the reserve currently stands at £200k and the
draft budget proposals for 2021/22 recommend that a further £490k be
transferred to the reserve from the Pension Reserve (as detailed above). A
further £321k contribution will be made to the reserve during 2021/22, as
detailed in the Council’s revenue budget proposals; increasing the
uncommitted balance to £1.0m.
The pre-determined criteria for the reserve balance is that the approved
expenditure from the reserve should not exceed the resources available in
any one year.

3.1.10 Capacity Building Reserve
In March 2020 the Council invited the LGA to carry out a Corporate Peer
Challenge of the Council. The feedback from the process was extremely
positive and was reported to Cabinet in June 2020 (ref 20/111). One of the
recommendations of the review was that the Council should ‘Invest, align
and prioritise the right resources and skills to support SBC to realise its
ambitions articulated through its new Corporate Plan by addressing without
delay immediate gaps and deficits in the capacity’. The review went on to
say that investing capacity in priority areas now will be critical to support the
delivery of the Council’s priority initiatives.
In light if the feedback from the Peer Challenge the interim budget report
set out the proposal to create a £1m Capacity Building Reserve, which will
allow the Council to invest in the priority projects needed to deliver the
outcomes and aspirations set out within the Corporate Plan. The authority
to approve expenditure from this reserve will be delegated to the Council’s
Chief Executive, in consultation with the Executive Management Team.
£0.5m of the Capacity Building Reserve balance has already been funded
from a transfer from the Investment Fund (as detailed in the interim budget
report) and the remaining £0.5m has been funded from the monies
previously set aside to take forward the Capital Strategy.
The uncommitted balance on the reserve currently stands at £920k.
The pre-determined criteria for the reserve balance is that the approved
expenditure from the reserve should not exceed the resources available in
any one year.
3.1.11 Operational Reserves
Operational Reserves are held for corporate areas as well as for each
Directorate. The reserves primarily relate to accumulated under spending
that has been carried over to support known future operational
requirements, and ring-fenced grant monies that have been received in
advance of the associated expenditure being incurred.
There are no predetermined ranges set for these reserves however they
are reviewed on an annual basis. This year’s review of operational reserves
has identified a sum of £937k that is no longer required, with the details as
follows:

£’000
Choices for Energy
and Home
Improvement Agency
Property and
infrastructure repairs

102

417
New Burdens Grant
Funding

221
New depot running
costs

65
Other
132
937
3.2

Monies set aside historically to cover
financial risks within the services,
however no longer required.
Budget for property maintenance now
incorporated within Capital Strategy
budgets.
Government grant funding received in
recent years to fund the cost of new
burdens that have been passed to
local authorities. The cost of these
new burdens has been
accommodated within existing staffing
resource and revenue budgets.
Monies historically set aside to fund
the dual running costs of Seamer
Road depot. This building has now
been leased out externally so costs no
longer being incurred.
Other monies set aside to cover
specifically identified costs but no
longer required.

FINANCIAL RESILIENCE INDEX

3.2.1 In December 2019 CIPFA published the Financial Resilience Index for
2018/19. The figures have not yet been released for 2019/20 due to Covid
related delays, therefore any narrative provided within this report which
relates to the Index is based on the 2018/19 figures.
3.2.2 The indicators contained within the Index measure:
 the levels of Council earmarked and unallocated reserves held at a
financial year end as a proportion of current year net revenue
expenditure;
 movements in reserves over the past 3 financial years;
 the levels of gross external debt held by the Council and ratio of
interest payable to net revenue expenditure; and
 the proportion of local authority budget funded from fees and charges
and Council Tax.

3.2.3 A local authority that has reducing and relatively low levels of reserves in
proportion to their net revenue budget and is heavily reliant on core
government funding would be classified as high risk on the resilience index.
Conversely an authority that has high levels of reserves and a budget that
is funded by a high proportion of Council Tax and fees and charges income,
which prior to the Covid pandemic was deemed to be a more stable source
of funding, would be classed as lower risk.
3.2.4 It is intended that the indicators be used as tools to flag financial concerns
however it should be noted that, although useful, they are limited in their
nature and cannot be interpreted without a thorough understanding of a
local authority’s specific budget and local financial risks. On this basis the
indicators will never negate the need for the CFO’s statutory, independent
assessment of reserve levels.
3.2.5 As an example the indicators measure reserve levels against revenue costs
only and do not recognise capital spend or commitments. Members will be
aware that Coast Protection work contracts have increased this Council’s
exposure to financial risk significantly in recent years, however that risk
cannot be measured or identified by a review of the Financial Resilience
Index indicators alone. As at 31 March 2019 the Council held circa £17m in
its Capital Reserves, including funds specifically set aside to progress the
aforementioned capital strategy. These monies will be fully committed
within the Council’s approved capital spending plans and the reserves set
aside for these costs will be drawn down over the short to medium term as
approved schemes are taken forward. The Financial Resilience Index in
future years will identify that Council reserves are reducing and this will be
flagged as a concern within the indicators, however they will not identify that
the reserve draws were planned and that the monies had specifically been
set aside for this purpose.
3.2.6 A review of the reserve indicators for the period to 31 March 2019 showed
that the Council has increased its levels of reserves in recent years and, as
expected given the £17m held in capital reserves, has relatively high
proportions of earmarked reserves compared to its nearest neighbour
comparator group. For this Council earmarked reserves comprise the
corporate and operational reserve balances as detailed within this report.
When the capital reserve balances are removed from the figures the
Council’s reserves represent 112% of annual net revenue expenditure
which is still within the mid-range of the Council’s comparator group so does
not raise concern. The earmarked reserve balances for the year ended 31
March 2020 are broadly similar to those of 31 March 2019 therefore last
year’s assessment is still considered to be relevant.
3.2.7 Another reserve indicator within the index measures the levels of
unallocated reserves (i.e. General Fund Balance) against net revenue

expenditure. Given that the Council’s earmarked reserves are largely
committed and will not likely be available to the Council over the medium to
long term this is considered to be the most important indicator within the
overall index. Scarborough’s uncommitted General Fund balance as at 31
March 2019 stood at £2.526m, which represented 22.61% of annual net
revenue expenditure. This placed the Council’s % as the fourth lowest
within the Council’s comparator group and the 119th lowest in a comparison
against all 198 non met districts within the country. Last year’s Financial
Resilience report to the Audit Committee flagged concerns that this may
indicate that the Council may not be as financially resilient as other district
councils across the country.
3.2.8 As a result of this assessment the 2020 Financial Strategy recommended
that moves be made to increase the General Fund Balance to the upper
end of the optimal range (£3m) over the next three years and this has now
been achieved.
3.2.9 The indicators measuring gross external debt and interest payable against
net revenue expenditure place the Council in the medium risk range. This
reflects decisions made by the Council in recent years to fund schemes
such as the waterpark, leisure village, coast protection and commercial
property investments from borrowing. A comparison of the gross debt and
interest indicators against the Council’s nearest neighbour comparator
group shows that the Council’s indicators are at the mid-lower end of the
range and are not currently of major concern. The inclusion of the
anticipated £2m additional borrowing associated with the Covid related
budget deficit in 2020/21does not substantially affect this assessment.

4.

ASSESSMENT

4.1

The Council’s revenue budget report for the period 2021/22 to 2023/24 was
presented to Cabinet in January 2020. Since 2010 the Council has
identified ongoing savings of circa £21m to balance the annual revenue
budget. This, along with the achievement of year end underspends in those
years demonstrates a good track record in the identification and delivery of
savings and monitoring of budgets.

4.2

Along with every other local authority the Council will face an unprecedented
financial deficit in the 2020/21 financial year due to the Covid pandemic.
Financial monitoring to the end September projected that for this Council
the deficit will equate to circa £2m.

4.3

The interim budget report, which was presented to Cabinet in September,
set out that the Council will fund this deficit over a long term period by rediverting revenue resources from capital and funding the associated capital
shortfall from borrowing. The ongoing costs of this borrowing have been

factored into the Council’s revenue budget proposals as budgetary growth
from 2021/22 onwards.
4.4

The Council’s revenue budget for the 2021/22 year provides a contingency
of £924m to address financial issues that arise from Covid during that year.
This, along with government measures such as the income compensation
scheme which will run until at least end June 2021, is currently deemed to
be sufficient to alleviate any financial pressures that may arise during the
year. This position will however be closely monitored.

4.5

The Council’s 2020 Financial Strategy assumed that £0.5m would be drawn
from reserves to balance the 2021/22 budget. The interim budget report
anticipated that a further £1m draw from reserves would be required in
2021/22 as a direct result of the Covid pandemic and delays that the
pandemic has caused to the implementation of the Council’s savings
programme. This additional £1m was funded from monies historically
earmarked for the Council’s Capital Strategy.

4.6

The funding gap projections presented within the revenue budget proposals
have been updated from those presented in the interim budget report to
reflect government announcements made in the Spending Review in
November 20 and provisional settlement in December 20. Those
announcements confirmed that the government’s implementation of a
fundamental review of core grant funding allocations through the Fair
Funding Review, reset of business rate baselines and review of the New
Homes Bonus scheme have once again been deferred.

4.7

The government funding reforms were originally scheduled to be
implemented in 2020 but were deferred for the 2020/21 financial year due
to Brexit and for the 2021/22 year due to the Covid pandemic. It is widely
anticipated that the funding reforms will have a negative impact on funding
for district councils therefore this second year deferral has had a positive
impact on the Council’s funding projections for the 2021/22 year.

4.8

The updated financial projections presented in the revenue budget report
show that the £1m additional draw identified in the interim budget report for
the 2021/22 year will no longer be required. The government has confirmed
that it remains committed to the funding reforms and will look to implement
them in the 2022/23 year. Officers continue to assume that funding will
reduce as a result of the funding reforms and current financial projections
anticipate a funding gap of circa £4m over the period to 2024. On this basis
it is recommended that the additional £1m contribution from reserves be
maintained within the budget projections but be deferred to 2022/23 to
coincide with the intended implementation of government funding reforms.

4.9

The lack of information and clarity on the funding reforms makes future
financial modelling and budget setting extremely difficult beyond 2021/22.

4.10 The budget strategy for identifying the savings to bridge the anticipated £4m
funding gap will be in the form of outcome based reviews and budget
envelopes (as detailed in the Building a Better Borough report that was
presented to Cabinet in December 2019 – report ref 19/259). The
commencement of these reviews has been delayed due to the additional
workloads and priorities associated with the Covid pandemic. It is envisaged
that the proposals for the review themes and the overarching governance
structure for the review programme will be reported to Cabinet in spring
2021 to meet the timescales of the 2022/23 budget setting process.

GENERAL FUND
4.11 The Council adopts a prudent approach to budgeting through the inclusion
of contingency budgets within its financial projections and recognition of all
cost pressures as they are identified. The Council also has strong budget
monitoring procedures in place and, despite the need to identify significant
savings in recent years and the Covid related budgetary pressures in
2020/21, has not had to make unplanned draws from reserves to balance
its in year budgetary position.
4.12 The 2018/19 Financial Resilience Index measure of unallocated reserves
as a proportion of net revenue expenditure placed the Council’s
uncommitted level of General Fund Balance at a relatively low level
compared to other district councils and comparator group. As a result of this
assessment the 2020 Financial Strategy recommended that the balance of
the General Fund Reserve be increased to the upper end of the optimal
range (£3m) over the next three years and this has now been achieved.
4.13 Given the longer term financial uncertainties relating to the Covid pandemic
the 2021 Financial Strategy will recommend that the current optimum
uncommitted General Fund Reserve range of between £2.0m to £3.0m be
increased to a range of between £2.5m and £3.5m. Draws from the General
Fund Reserve, which will take the reserve below its current uncommitted
balance of £3m are not however advised until the outcome of the Fair
Funding Review is known.

CORPORATE RESERVES
4.14

As detailed earlier in the report the 2021 Financial Strategy will recommend
that the Insurance Reserve and Capital Contingency Reserve be merged
and replaced by a wider Risk Management Reserve. The optimum range
for the Risk Management Reserve will be reviewed on an annual basis and

will be dependent on the level of known risks facing the Council as well as
an allowance for unforeseen risks.
4.15

Given the significant financial risks relating to the Covid pandemic, the
uncertainties relating to the financial implications of the UK leaving the EU,
the revenue funding gaps which are projected from 2022 onwards and the
allocation of previously uncommitted funds to pursue the Capital Strategy it
is proposed that the minimum balance of this reserve be retained at a
relatively high level for the 2021/22 year. The recommendation is for the
balance of the Reserve to be maintained within the range of £2.5m to £4m.
The ranges proposed for all categories of reserves are detailed in the table
below:
RESERVE
OPTIMUM RANGE
a) General Fund Balance The uncommitted balance to be
maintained within the range of £2.5m
to £3.5m.
b) Corporate Reserves:
Capital Development
Reserve

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

Risk Management
Reserve

The balance to be maintained within
the range of £2.5m to £4m.

Pension Reserve

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

Investment Fund

The approved expenditure from the
reserve not to exceed the resources
available in any one year

Capacity Building
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.

4.16 All reserve balances are currently considered to be adequate.

5.

IMPLICATIONS
(a) Policy

5.1

There are no policy implications associated with this report.
(b) Legal

5.2

There are no legal implications associated with this report.
(c) Financial

5.3

There are no direct financial implications associated with this report.
(d) Equality and Diversity

5.4

There are no equality and diversity issues associated with this report.
(e) Staffing

5.5

There are no staffing issues associated with this report.
(f) Communication

5.6

There are no communication implications associated with this report.

Nick Edwards
Director of business Support
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APPENDIX F2
Reserves and Funds - Forecast Balance 31 March 2022

Reserve

General Fund Balance
General Fund Reserve *

Corporate Reserves
Capital Development Reserve
(including useable capital receipts)

Risk Management Reserve
Capital Contingency Reserve
Insurance Reserve
Operational Reserves
Pensions Provision
Section 106 and Commuted Sums
Section 106 Commuted Sums
Commuted Sums Street Seats
Section 106 Maintenance Funds

Actual
Balance
1 April 2020

Budgeted
Movements
2020/21

Forecast
Balance
31 March
2021

Budgeted Movements
2021/22
Revenue
Conts /
Transfer
Transfers

Forecast
Balance
31 March
2022

Uncommitted
Balance

(3,339,171)

(1,160,829)

(4,500,000)

500,000

-

(4,000,000)

(3,000,000)

(3,339,171)

(1,160,829)

(4,500,000)

500,000

-

(4,000,000)

(3,000,000)

(17,610,109)

7,782,150

(9,827,959)

(1,593,176)

-

(11,421,555)

-

(922,829)
(1,678,038)
(889,822)

69,673
(115,950)
(937,621)
389,822

(853,156)
(1,793,988)
(937,621)
(500,000)

(100,000)
(115,950)
(101,183)

-

(953,156)
(1,909,938)
(937,621)
(601,183)

(903,156)
(1,650,060)
(737,621)
(601,183)

(21,100,798)

7,188,074

(13,912,724)

(1,910,309)

-

(15,823,032)

(3,892,020)

(3,205,843)
(153,887)
(47,850)

734,232
0
8,910

(2,471,611)
(153,887)
(38,940)

23,000
8,910

-

(2,448,611)
(153,887)
(30,030)

(312,562)
(153,887)
-

(3,407,580)

743,142

(2,664,438)

31,910

-

(2,632,528)

(466,449)

* General Fund includes £1m that will be drawn down 2022/23;

Reserve
Operational Reserves
SIF Human Resources
SIF Finance and Asset Mgt
SIF Legal Services
SIF Environmental Health
SIF Regeneration Services
SIF Tourism & Leisure
SIF Engineering
SIF Specifics
SIF Corporate
SIF Business Rates Funding
Scarborough Harbour Fund
Whitby Harbour Dredger Reserve
Whitby Harbour General Reserve
Specific Reserves
Revenue Grant Contributions Unapplied
Investment Fund
Capacity Building Reserve
Parish Council Reserve
Election Reserve
Procurement Partnership
Building Control Partnership
OVERALL TOTAL

Actual
Balance
1 April 2020

Budgeted
Movements
2020/21

Forecast
Balance
31 March
2021

Budgeted Movements
2021/22
Revenue
Transfer
Conts

Forecast
Balance
31 March
2022

Uncommitted
Balance

(21,445)
(625,069)
(141,070)
(941,188)
(649,121)
(424,118)
(195,161)
(610,275)
(2,604,532)
(972,440)
(161,029)
(69,396)
(7,414,844)

21,445
440,650
62,976
(274,915)
207,356
(616,774)
188,928
95,956
1,003,212
(8,578,636)
744,687
(16,000)
(6,721,115)

(184,419)
(78,094)
(1,216,103)
(441,764)
(1,040,891)
(6,233)
(514,319)
(1,601,320)
(8,578,636)
(227,753)
(177,029)
(69,396)
(14,135,959)

(134,354)
(38,506)
(26,534)
116,734
(4,000)
8,578,636
(108,289)
(16,000)
8,367,687

-

(184,419)
(78,094)
(1,350,457)
(480,270)
(1,067,425)
(6,233)
(397,586)
(1,605,321)
(336,042)
(193,029)
(69,396)
(5,768,272)

(164,419)
(61,394)
(1,116,186)
(85,270)
(884,143)
(6,233)
(298,720)
(1,605,321)
(186,042)
(193,029)
(69,396)
(4,670,153)

(776,699)
(717,671)
(35,090)
(7,730)
(87,643)
(50,000)

776,699
(184,680)
(951,424)
(21,950)
-

(902,351)
(951,424)
(35,090)
(29,680)
(87,643)
(50,000)

(320,820)
(21,950)
-

(381,355)

(2,056,188)

(342,770)

(1,223,171)
(951,424)
(35,090)
(51,630)
(87,643)
(50,000)
(2,398,958)

(1,033,918)
(760,624)
(35,090)
(51,630)
(87,643)
(50,000)

(1,674,833)

-

(36,937,228)

(332,083)

(37,269,311)

6,646,518

-

(30,622,790)

(14,047,527)

(2,018,905)

APPENDIX G
RISK ASSESSMENT

Risk
The financial impacts of Covid exceed
expectation in the 2021/22 year

Likelihood
Medium

Seriousness
High

Non achievement of income targets

Medium

High

Fluctuations in inflation and changes in
legislation

Medium

High

Government funding projections differ
from those included within the financial
projections

High

Medium

Budgets are overspent

Medium

High

How we will manage the risk
 Covid contingency budget incorporated in the 2021/22 budget
 General Fund balance uplifted to £3m during 2019/20
 Budget, and Covid implications will be closely monitored
throughout the year
 Income monitored closely and monthly monitoring statements
produced
 Income generation opportunities are reviewed by managers and
new charges are introduced where appropriate
 Advertising undertaken to increase market share and income
where appropriate

Employment of a Commercial Manager
 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 authority’s interests are represented through the LGA
and other groups.









High levels of funding cuts incorporated in projections
Projections will be adjusted as and when further government
announcements are made on funding reforms
Officer attendance at briefings run by external funding advisors
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

APPENDIX G
RISK ASSESSMENT
Risk
Savings are not achieved

Likelihood
Medium

Seriousness
High

Reserves are inadequate

Medium

High

Changes in usage and demand affects
revenue streams

Medium

High

Budget does not reflect corporate
priorities

Low

High

The capital programme is not
affordable, essential schemes need to
be funded from additional borrowing, or
capital investments do not perform as
expected

High

High

Poor planning with decisions being
made without proper consideration /
consultation

Low

High

How we will manage the risk
 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
 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
 Review of Financial Resilience Index
 Regularly monitor income
 Review trends
 Take appropriate action to mitigate downward trends
 Ensure income budgets are not too demanding
 Ensure corporate involvement in the budget process
 Move to outcome based budget programme and budget
envelopes will link directly with new corporate plan
 Regular reporting to Executive Board
 Capital Strategy driven by corporate priorities
 Regular monitoring of the capital programme and capital
investments by the Capital Strategy and Property Asset
Management Board
 Creation of Risk Management Reserve
 Quarterly reports to Cabinet
 Budgets for Property and Infrastructure works incorporate within
capital programme
 Develop a long term Financial Strategy
 Set out a clear budget timetable
 Regular updates to Members

APPENDIX G
RISK ASSESSMENT
Risk

Likelihood

Seriousness

The Budget does not assess equalities
impact on its population and
community groups
There are insufficient resources to
meet the needs of asset management

Low

Medium

High

High

How we will manage the risk
 Effective consultation process focused on achieving responses
from the full demographic of the borough
 Savings proposals subject to ‘Equalities and Diversity
Assessments’




Businesses fail and empty premises
lead to lower NNDR collection rates

High

Medium





Creation of property asset management budget within the capital
programme
Emerging Property Asset Strategy
Asset challenge and rationalisation process
Business rates growth committed within the revenue budget
proposals has been reduced to reflect potential impact of Covid
Monthly monitoring in place to look at discounts awarded and
overall tax base
Council focused on economic growth

APPENDIX H
REVENUE BUDGETS 2021/22
The table below outlines the movement from the 2020/21 base budget to the 2021/22 budget by directorship.

Movements between Base and Proposed Budgets
Directorship

Base Budget
2020 / 2021

Growth

Inflation

Reserve
Funded

Savings

Financing

Proposed
Approved
Budget
2021 / 2022

Switches

Director (Nick Edwards)
Director (Lisa Dixon)
Director (Richard Bradley)

13,104,287
(61,808)
4,046,495

1,104,185
111,000
19,500

-

(13,000)
(100,000)

-

-

128,022
89,248
(1,295,729)

14,336,494
125,440
2,670,266

Total Budgets under specific Director
Control

17,088,974

1,234,685

-

(113,000)

-

-

(1,078,459)

17,132,200

Corporate

(1,313,575)

1,055,303

-

(2,378,444)

-

(1,197,686)

809,832

(3,024,570)

Total Net Budget

15,775,399

2,289,988

-

(2,491,444)

-

(1,197,686)

(268,627)

14,107,630

(6,255,894)
(9,261,092)

-

-

-

-

1,081,583
54,395

268,214
-

(4,906,097)
(9,206,697)

(258,413)

-

-

-

-

263,164

413

5,164

(15,775,399)

-

-

-

-

1,399,142

268,627

(14,107,630)

-

(2,491,444)

-

201,456

-

-

Financed by:
Local Government Finance Settlement
Borough Council Precept
Borough Council Collection Fund
Deficit
Total Financing
Overall Total

-

2,289,988
2,289,988

This information is outlined in greater detail in the next section of this appendix.
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PAY POLICY STATEMENT
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:-

3.0

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 (NE).
ii)
Director (LD).

c)

Deputy Chief Officers, which in this authority are the posts of:i)
Director (RB).

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 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 £115,997.00 which is paid to the Chief
Executive. The average salary in the Council is £25,283.56 per annum. The ratio
between the two salaries is 4.59:1. 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 6 (Scale 1A),
which currently equates to an annual salary of £17,842.00 (i.e. £9.25 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 April 2020. The Council is committed to paying the UK Living Wage that
increased to £9.50 per hour.
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

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
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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 2020 to 31 March 2021, 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.

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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APPENDIX 1

Policy on Remunerating Chief Officers
Base Salary
(nearest 1k)

Expenses

Bonuses

PRP

Earn Back

Honoraria

Ex Gratia
Payments

Election
Fees

Chief
Executive

£116K

Travel and
other
expenses
are
reimbursed
through
normal
authority
procedures

The terms of
the contract
of
employment
do not
provide for
the payment
of bonuses

The terms
of the
contract of
employment
do not
provide for
PRP

The terms of
the contract
of
employment
do not
provide for
an element
of base
salary to
held back
related to
performance

Honoraria
payments for
any increased
duties and
responsibilities
do not apply

There are
no plans
for the
postholder
to receive
any exgratia
payments

Director
(NE)

£81 including
payment for
Section 151
duties.

Travel and
other
expenses
are
reimbursed
through
normal
authority
procedures

The terms of
the contract
of
employment
do not
provide for
the payment
of bonuses

The terms
of the
contract of
employment
do not
provide for
PRP

The terms of
the contract
of
employment
do not
provide for
an element
of base
salary to
held back
related to
performance

Honoraria
payments for
any increased
duties and
responsibilities
do not apply

There are
no plans
for the
postholder
to receive
any exgratia
payments

Post

Joint
Authority
Duties

Severance
Arrangements

Election
duty fees
are in
accordance
with normal
authority
procedures

There are
no
payments
related to
joint
authority
duties

The Council’s
normal policies
regarding
redundancy
and early
retirement
apply to the
postholder. No
payments were
made in the
last year and
none are
anticipated for
2018/19.

None.

There are
no
payments
related to
joint
authority
duties

The Council’s
normal policies
regarding
redundancy
and early
retirement
apply to the
postholder. No
payments were
made in the
last year and
none are
anticipated for
2018/19.

/Post

Base Salary
(nearest 1k)

Expenses

Bonuses

PRP

Earn Back

Honoraria

Ex Gratia
Payments

Director
(LD)

£81K
including
payment for
Monitoring
Officer duties.

Travel and
other
expenses
are
reimbursed
through
normal
authority
procedures

The terms of
the contract
of
employment
do not
provide for
the payment
of bonuses

The terms
of the
contract of
employment
do not
provide for
PRP

The terms of
the contract
of
employment
do not
provide for
an element
of base
salary to
held back
related to
performance

Honoraria
payments for
any increased
duties and
responsibilities
do not apply

There are
no plans
for the
postholder
to receive
any exgratia
payments

Director
(RB)

£81K

Travel and
other
expenses
are
reimbursed
through
normal
authority
procedures

The terms of
the contract
of
employment
do not
provide for
the payment
of bonuses

The terms
of the
contract of
employment
do not
provide for
PRP

The terms of
the contract
of
employment
do not
provide for
an element
of base
salary to
held back
related to
performance

Honoraria
payments for
any increased
duties and
responsibilities
do not apply

There are
no plans
for the
postholder
to receive
any exgratia
payments

Election
Fees

Joint
Authority
Duties

Severance
Arrangements

None.

There are
no
payments
related to
joint
authority
duties

The Council’s
normal policies
regarding
redundancy
and early
retirement
apply to the
postholder. No
payments were
made in the
last year and
none are
anticipated for
2018/19.

None.

There are
no
payments
related to
joint
authority
duties

The Council’s
normal policies
regarding
redundancy
and early
retirement
apply to the
postholder. No
payments were
made in the
last year and
none are
anticipated for
2018/19.

APPENDIX 2

Other Aspects of Chief Officer Remuneration
Recruitment

The post will be advertised and appointed to at the appropriate
approved salary level 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 a variation to the remuneration package is
appropriate under the Council’s policy and any variation will be
approved through the appropriate authority decision making
process.

Pay Increases

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 Council 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.

Additions to Pay

The Council would not make additional payments beyond those
specified in the contract of employment.

Performance Related
Pay

The Council does not operate a performance related pay system
as it believes that it has sufficiently strong performance
management arrangements in place to ensure high performance
from its senior officers. Any areas of underperformance are
addressed rigorously.

Earn-Back
(Withholding an
element of base pay
related to
performance)

The Council does not operate an earn-back pay system as it
believes that it has sufficiently strong performance management
arrangements in place to ensure high performance from its senior
officers. Any areas of underperformance are addressed
rigorously.

