
 

North Devon Council 
Civic Centre 
Barnstaple 
North Devon   EX31 1EA 
 

M. Mansell, BSc (Hons), CPFA 

Chief Executive. 
 

 

OVERVIEW AND SCRUTINY COMMITTEE 
 
 

A meeting of the above Committee will be held in the Taw Room, Civic Centre, Barnstaple on 

THURSDAY, 12
TH 

FEBRUARY 2015 AT 1.00 P.M.  
 
 

Members of the Committee:  Councillor Biederman (Chairman)  
      Councillor Haywood (Vice-Chairman) 
      
Councillors Brown, Chesters, Clark, Gurney, Hockin, Lane, Lucas, Luggar, Moores, Tucker 
and White. 
   
 

AGENDA 
 

1. Apologies for absence. 
 

2. To approve as a correct record the minutes of the meeting held on 15
th

 January 2015 
(attached). 

 

3. Items brought forward which in the opinion of the Chairman should be considered by 
the meeting as a matter of urgency. 

 

4. Declarations of Interests.  (Please complete the enclosed form or telephone Member 
Services to prepare a form for your signature before the meeting.  Interests must be re-
declared when the item is called, and Councillors must leave the room if necessary). 

 

5. To agree the agenda between Part 'A' and Part 'B' (Confidential Restricted Information). 
 
 

PART 'A' 
 

6. North Devon Record Office Closure.  Ciara Eastell, Head of Libraries, Culture and 
Heritage Devon County Council and Janet Tall from the South West Heritage Trust to 
report. 

 

7. Revenue Budget 2015/16 and Capital Programme 2014/15 to 2017/18.  Report by  
 the Chief Financial Officer to the Executive held on 3

rd
 February 2015 (attached) 

together with minute extract (to follow) (Pages 1 to 15). 

 

8. Performance and Financial Management for Quarter 3 2014/15. Report by the  
 Leader and Executive Team to Executive held on 3

rd
 February 2015 (attached) together  

 with minute extract (to follow). (Pages 16 to 34). 
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9. Treasury Management and Annual Investment Strategy Statement 2015/16. Report  
by the Chief Financial Officer to Executive held on 3

rd
 February 2015 (attached) 

together with minute extract (to follow). (Pages 35 to 68). 
 

10. CCTV Review.  Head of Environmental Health and Housing to report. 

 

11. Housing Strategy.  Presentation by the of Head of Environmental Health and Housing. 
 

12. Valuation of Council Assets.  Head of Property and Technical Services Manager to 
report. 

 

13. Work Programme/Forward Plan. To consider the Overview and Scrutiny Committee 
work programme/forward plan (attached) (Page 69). 

 

14. Exclusion Of Public And Press And Restriction Of Documents. 

 
RECOMMENDED:  
 
(a) That under the Local Authorities (Executive Arrangements) (Access to Information)  

(England) Regulations 2000 (as amended), as made under the Local Government 
Act 2000, the public and press be excluded from the meeting for the following item 
on the grounds that the item contains information relating to the financial or 
business affairs of any particular person (including the authority holding that 
information) as described in paragraph 3 of Schedule 12A to the Local Government 
Act 1972 (as amended).  
 

(b) That all documents and reports relating to the item be confirmed as “Not for  
Publication".  

 

PART 'B' (Confidential Restricted Information) 
 

15. Civic Centre Relocation update.  21:21 update report to Leadership Team (attached).  
Head of Property and Technical Services to report (Pages 70 to 77). 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

If you have any enquiries about this agenda, please contact Member Services, 

telephone 01271 388253/388254 
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North Devon Council protocol on recording/filming at Council meetings 
 
The Council is committed to openness and transparency in its decision-making. Recording is 
permitted at Council meetings that are open to the public. The Council understands that some 
members of the public attending its meetings may not wish to be recorded. The Chairman of 
the meeting will make sure any request not to be recorded is respected.  
 
The rules that the Council will apply are:  
 
 

1. The recording must be overt (clearly visible to anyone at the meeting) and must not 
disrupt proceedings. The Council will put signs up at any meeting where we know 
recording is taking place.  

 
2. The Chairman of the meeting has absolute discretion to stop or suspend recording if, in 

their opinion, continuing to do so would prejudice proceedings at the meeting or if the 
person recording is in breach of these rules.  

 
3. We will ask for recording to stop if the meeting goes into ‘part B’ where the public is 

excluded for confidentiality reasons. In such a case, the person filming should leave the 
room ensuring all recording equipment is switched off. 

 
4. Any member of the public has the right not to be recorded. We ensure that agendas for, 

and signage at, Council meetings make it clear that recording can take place – anyone 
not wishing to be recorded must advise the Chairman at the earliest opportunity.  

 
5. The recording should not be edited in a way that could lead to misinterpretation or 

misrepresentation of the proceedings or in a way that ridicules or shows a lack of 
respect for those in the recording. The Council would expect any recording in breach of 
these rules to be removed from public view.  

 

Notes for guidance: 
 
Please contact either our Member Services team or our Communications team in advance of 
the meeting you wish to record at so we can make all the necessary arrangements for you on 
the day.  
 

For more information contact the Member Services team on 01271 388254 or email 

memberservices@northdevon.gov.uk or the Communications Team on 01271 388278, 

email communications@northdevon.gov.uk. 
 





Open 


NORTH DEVON COUNCIL 


REPORT TO: EXECUTIVE 


Date: 3 February 2015 


TOPIC: PERFORMANCE and FINANCIAL MANAGEMENT 
QUARTER 3 of 2014/15 


REPORT BY: THE LEADER and the EXECUTIVE TEAM 


 


1 INTRODUCTION 


1.1  This is one of the series of regular quarterly reports on the council's overall operational 
and financial performance. The report covers financial as well as operational 
performance. It mainly covers the quarter from October to December 2014. 


2 RECOMMENDATIONS 


2.1  That the actions being taken to ensure that performance is at the desired level be noted. 


2.2 That the contributions to earmarked reserves be approved (section 4.2) 


2.3 That the movements on the Executive Contingency Reserve (section 4.3) be noted. 


2.4  That council approve the variations to the Capital Programme 2014/15 to 2015/16 
(section 4.4.3) 


2.5 That funds are released for the capital schemes listed in section 4.4.9. 


2.6  That Executive notes the sections dealing with Treasury Management (section 4.5), and 
Debt Management (sections 4.6 and 4.7). 


3 REASONS FOR RECOMMENDATIONS 


3.1  To ensure that appropriate action is taken to allow the council to meet its objectives. 


3.2  To inform the Executive of actual results compared to the approved Corporate Plan, as 
well as progress in delivering service within the revenue budget and Capital Programme 


 


4 PRIORITY - INCREASING THE COUNCIL’S CAPACITY TO DELIVER WHAT NORTH 
DEVON NEEDS 


Councillors BRIAN GREENSLADE (Policy and Resources) and MAIR MANUEL 
(Performance and Procedures) 


4.1 Revenue 


4.1.1 The revenue budget for 2014/15 was approved at Council on 4 February 2014 at 
£11.688m. 







4.1.2 As at 31 December 2014, the latest forecast is a net budget surplus of £0.085m.  This 
arises from net expenditure forecast increasing by £0.339m offset by an increase in 
funding sources of £0.424m.  Details are shown in “Appendix-1 Variations in the 
Revenue Budget” 


4.1.3 The original budget for 2014/15 included a forecast to achieve £0.400m worth of salary 
vacancy savings.  The current position forecasts a minimum £0.200m salary savings will 
be achieved for this year, of which £0.165m has been identified at 31 December 2014. 


4.1.4 The original budget of £11.688m included £1.143m of savings identified through Heads 
of Service.  As at 31 December 2014 we are forecasting to achieve at least £0.822m of 
these savings. 


4.1.5 A savings target of £0.200m was included in the 2014/15 budget in relation to the 
Kerbside Recycling service driven by the acquisition of new vehicles.  The savings were 
a part year effect and the budget anticipated these being achieved in the 2nd half of 
2014/15 year.  However, due to timing of the new vehicles being delivered the forecast 
saving has been revised to £0.050m and deliverable in the final quarter of 2014/15.   


4.1.6 An additional savings target of £0.150m was included for the Works and Recycling 
service from the remodelling of service delivery.  Quarter 3 projections indicate that only 
£0.021m of this will be achieved due to lower than anticipated receipts from the sale of 
recyclable materials. 


4.1.7 The Business Rate retention scheme was introduced in April 2013 which sees Billing 
authorities receive a ‘baseline’ funding but in addition they are exposed to the risks and 
rewards of retaining a proportion of the income collected.  This exposure is mitigated by 
participation in the Devon-wide pool.  Last year we achieved additional income of 
£0.320m and initial projections this year 2014/15 are indicating a net gain of £0.583m.  
As these figures can fluctuate during the year, at this stage we have prudently assumed 
a lower additional income figure of £0.400m. 


4.1.8 The initial draft of the Medium Term Financial Strategy highlighted an anticipated 
budget gap for next financial year 2015/16 of just over £0.200m.  The effect of ongoing 
Government funding cuts is continuing to put enormous pressure on balancing future 
year budgets.  Due to prudent budget management we are currently reporting a net 
budget surplus in this year and have recommended placing £0.218m into an earmarked 
reserve in 2014/15 to help bridge the funding gap being faced in 2015/16 year.  Taking 
into account the above mentioned reserve contribution we are still reporting a net 
budget surplus of £0.085m for 2014/15 financial year. 


4.1.9 We anticipated some external borrowing may be required through 2014/15 year to 
deliver economic regeneration and safety related capital projects.  Borrowing costs 
(interest and principal) impact upon the revenue budget and a budget of £0.135m was 
included for this year.  The timing of borrowing is dependant on how the authority 
manages its treasury activity and due to current low interest rates and reduced returns 
on investments it is prudent for the Council to ‘internally borrow’ and use these monies 
to fund the Capital Programme.   


4.1.10 The Council has taken on £1.5m of external borrowing in November 2014 with the 
revenue cost of borrowing forecast at £0.050m for 2014/15 year, producing a favourable 
variance against the budgeted cost of £0.135m.   







4.1.11 The recommended level of general fund balance is 5%-10% of the council’s net 
revenue budget (£0.584m to £1.169m).  The forecast general fund reserve at 31 March 
2015 is £1.008m, which is a level of 8.6%.   


4.2 Earmarked Reserves 2014/15 


4.2.1 “Appendix-2 Movement in Reserves & Balances” details the movements to and from 
earmarked reserves in 2014/15. 


4.3 Executive Contingency Reserve 


4.3.1 Full details of the Executive Contingency Reserve movements and commitments are 
attached as “Appendix-3 Executive Contingency Reserve”. 


4.4 Capital 


4.4.1 The 2014/15 to 2015/16 Capital Programme is attached as “Appendix-4 Capital 
Programme ”. 


4.4.2 The Budget and Financial Framework report to Executive 4 February 2014 outlined the 
Capital Programme for the 2014/15 financial year of £7.242m.  Project under spends of 
£1.388m were brought forward from 2013/14 year and further variations of (£0.584m), 
£0.084m and (£1.389m) were approved as part of the performance and financial 
management reports to Executive on 1 July 2014, 2 September 2014 and 4 November 
2014 to produce a revised 2014/15 Capital Programme of £6.742m. 


4.4.3 Further variations are proposed of (£0.438m) to the 2014/15 Capital Programme and 
£0.174m to the 2015/16 Capital Programme as follows: 


 


 Project movements between years - from 2014/15 (£250,506) to 2015/16 
£250,506 


Scheme Amount (£) Notes 


Section 106 Projects (103,807) Moved to 2015/16 


Demolition at South Molton Recycle (75,000) Moved to 2015/16 


South Molton Car Park (Sheep Pens) (96,126) Moved to 2015/16 


Wessex Loan and Grant Scheme (56,573) Moved to 2015/16 


Old Quay Head (10,000) Moved to 2015/16 


Seven Brethren Car Park 50,000 Moved to 2014/15 


Replacement of Concrete Light Columns 3,000 Moved to 2014/15 


Planned Maintenance 38,000 Moved to 2014/15 







 


 Budget virement (transfer) between projects 


Scheme Amount (£) Notes 


21:21 (Transformation Project) (62,000) Q3 changes 


Museum of North Devon 13,000 Q3 changes 


Castle Lodge 49,000 Q3 changes 


 


 Other variations (+ and -) to 2014/15 Capital Programme – (£186,921) 


 


 Other variations (+ and -) to 2015/16 Capital Programme – (£76,893) 


 


4.4.4 The revised Capital Programme for 2014/15 and 2015/16 taking into account the 
budget variations above is £8.047m and is broken down as follows: 


 2014/15 £6.304m 


 2015/16 £1.743m 


4.4.5 Actual spend and commitments on the 2014/15 Capital Programme, as at 31 
December 2014 is £4.043m. 


4.4.6 The Programme of £8.047m is funded by Capital Receipts (£4.376m), External Grants 
and Contributions (£1.627m), Reserves (£0.615m) and External Borrowing (£1.429m). 


4.4.7 The timing and realisation of capital receipts can be impacted by events beyond the 
control of the Council and we have been able to manage cash flows for projects through 
internal borrowing.  We also have authority to borrow from the Public Works Loan Board 
(PWLB) as outlined in the Treasury Management Annual Investment Strategy. 


 


 


 


Scheme Amount (£) Notes 


Barnstaple Key Sites (15,000) Budget Holder – Q3 changes 


Old Quay Head (171,921) Budget Holder – Q3 changes 


Scheme Amount (£) Notes 


Barnstaple Key Sites (30,125) Budget Holder – Q3 changes 


Works in Default (46,768) Budget Holder – Q3 changes 







4.4.8 Release of Funds – 2014/15 Capital Programme 


4.4.9 Once funds have been included in the Capital Programme the Constitution requires a 
separate decision to release those funds. Accordingly the schemes below need the 
funds to be released so that spending can start within the following three months: 


 Seven Brethren Car Park    £50,000 


 Planned Maintenance    £41,132    


 Museum of North Devon    £18,000 


 


4.5 Treasury Management  


4.5.1 Bank Rate has been unchanged at 0.5% since March 2009.  


4.5.2 The average 7 day LIBID (inter-bank bid rate), the Council’s benchmark rate at 31st 
December 2014, was 0.35% (previous year 0.36%). 


4.5.3 The return earned on the Council’s investments was 0.46% (previous year 0.60%). 


4.5.4 £36,091 investment interest was earned in the three quarter period.  (2014/15 interest 
receivable budget is £60,000). 


4.5.5 The Council has external borrowing of £1.5m, which was undertaken during this 
quarter to support capital expenditure. 


4.5.6 £5,097 interest was payable at an average rate of 2.21% on the PWLB loans in the 
three quarter period.  (2014/15 interest payable budget is £135,000). 


 


4.6 Debt Management 


4.6.1 The major areas of credit income are Council Tax, Business Rates, Housing Benefit 
Overpayment Recoveries and General Debtors.  


4.6.2 As billing authority, the Council annually raises the bills for Council Tax (£50m) and 
Business Rates (£30m). 


4.6.3 Collection rates are controlled through monitoring: 


 the level of write offs against a ceiling 


 levels of previous years’ outstanding debt against ceilings 


 the level of income collection in the year against the annual sums due to be 
collected. 


4.6.4 The council’s budget is based on the assumption that eventually 98.5% of sums due 
will be collected. To ensure this level is achieved, year on year levels of write offs 
approved are controlled against a ceiling of 1.5% of annual debt. 


 


 







4.6.5 The outstanding amounts at 31 December 2014 are as set out below: 


 


 Council Tax Business Rates 


Age in Years Target 
£’000 


Actual 
£’000 


Target 
£’000 


Actual 
£’000 


1 – 2  1,237  809 776 429 


2 – 3  612 316 372 247 


3 – 4  304 211 171 137 


4 – 5  151 151 77 107 


5 – 6  73 107 38 47 


Over 6  686 146 370 21 


Actual sums outstanding in total for Council Tax and Business Rates are £2.139m below the 
overall combined target figures. 


4.6.6 Irrecoverable debts from previous years not exceeding £1,500 can be written off with 
the authorisation of the Chief Financial Officer. Decisions on whether to write off debts 
over £1,500 rest with the Chief Financial Officer, in consultation with the Leader of the 
Council.  As at 31 December 2014 the amount of accounts written off was as follows: 


 


Less than £1,500  More than £1,500 


No. of 
accounts 


Amount  No. of 
accounts 


Amount 


596 £149,945.00 Council Tax 24 £71,573.83 


105 £20,525,79 Business Rates 41 £264,069.80* 


209 £34,434.30 Housing 
Benefits 


5 £12,614.62 


* £169,902.35 due to bankruptcy and company insolvency (see section 4.6.8) 


4.6.7 The monitoring of in year collection is carried out against national performance 
indicators targets of sums collected in year as a percentage of the Net Sums Due for 
that year.  


4.6.8 The majority of the write offs are individual bankruptcy and company insolvency and in 
a number of cases include liabilities for previous years. In these cases we are unable to 
recover the debt. However, if at a later date a dividend is paid, the money is allocated to 
the account and the relevant amount written back on.  


4.6.9 The other main reason for write offs is where the person has gone away (no trace). 
 However, write offs are reviewed and where we find the persons contact address the 
 write off is reversed and recovery action continues.  







4.6.10 The levels of collection are: 


Target Achieved 
2013/14 


Achieved 
2014/15 


Council tax 86.37% 85.44% 84.95% 


Business rates 88.01% 88.04% 84.38% 


4.6.11 The actual rates achieved are below target, with Council tax and Business rates also 
marginally lower than last year. The rate of collection will however continue to deliver 
the long-term target of 98.5% collection.   


4.6.12 The Authority has received funding from major preceptors to help support the billing 
and collection of Council Tax and Business Rates which we hope will see an increase in 
the above collection levels. 


4.7 General Debtors 


4.7.1 The level of general invoices raised was £4.35m at 31st December 2014 (previous year 
£4.49m).  


4.7.2 To ensure sums due are collected, targets are set for the upper level of debt 
outstanding by age of debt. The control levels and achieved levels are set out below, 
with comparison to last year. 


 


Age of debt  Ceiling 31 Dec 
2014 


31 Dec 
2013 


  £’000 £’000 £’000 


3 weeks to 6 months* 3% 130 221 213 


6 months to 1 year* 1% 44 155 87 


1 to 2 years 0.5% 22 32 58 


2 to 6 years 0.5% 22 58 68 


Over 6 years 0.1% 4 6 8 


* includes invoices raised for the whole year for continuing services such as trade waste 


4.7.3 There are direct debit and other recovery agreements of approximately £240k in place, 
relating to the total debt outstanding at 31st December 2014. 


4.7.4 In accordance with the Constitution, irrecoverable debts not exceeding £1,500 can be 
written off with the authorisation of the Head of Financial Services. The Chief Financial 
Officer, in consultation with the Leader of the Council, must write off debts over £1,500. 


4.7.5 As at 31st December 2014, the amount of invoices written off were as follows: 


Number of 
Invoices 


Written offs - 
£1,500 & 


under 


Number of 
Invoices 


Written offs - 
over £1,500 


61 £13,460 3 £8,600 







5 PRIORITY - Protecting and enhancing North Devon’s unique environment 


Councillor RODNEY CANN (Environment) 


5.1  The full time Head of Service, Ricky McCormack, took up post on the 1 October. 


5.2 Alterations to the recycling process hall storage bays were successfully completed. The 
increased capacity within the new bays was invaluable over the Christmas period, as 
there was a significant increase in the volume of materials collected, especially 
cardboard. 


5.3 The new recycling equipment has been operating well and has allowed processing of 
plastics to increase by 30%. In addition, the new bottle piercer has enabled much 
denser bales of plastic to be produced which has means we can transport more weight 
per load (to the reprocessor) which in turn has reduced operating costs.  


5.4 All of the new recycling vehicle fleet has now been delivered and 10 of the new vehicles 
were put into operation between November and December. The final two vehicles will 
be operational by the third week of January. The staff are very pleased with the new 
fleet as loading times have been significantly reduced and the self-discharge facility has 
led to reduced tipping times at the depot. All of the new collection rounds are now ready 
to be introduced and will be implemented during quarter four. Surplus vehicles will now 
be disposed of. 


5.5 We continue to monitor fly-tipping following the announcement that Devon County 
Council are increasing the range of items that people need to pay for to be disposed of 
as well as their existing charges. There has been no significant increase since their 
announcement. Officers will continue to monitor the situation closely. 


5.6 Support continues to be given to the AONB who are undertaking regular beach cleaning 
of all the beaches within the North Devon Council area. 


5.7 In July 2013, Works and Recycling introduced a dedicated commercial waste recycling 
service to complement the existing commercial waste collection service. We appointed 
an Income Generation and Innovation Officer to take the lead. In the first 12-months of 
operation (July 13 – July 14) the service secured approximately 120 new customers and 
returned a small operating surplus (after all costs were deducted) of £9,687.  


5.8 Marketing and promotion of the service has continued and the service continues to grow 
steadily, with a current operating surplus at the end of quarter three of £17,013 which 
will increase during the final operating quarter of the financial year. Officers have 
forecast to expand the customer base by 50% during 2015-16 and to increase the 
operating surplus of the service yet further. 


5.9 A successful community awareness flooding event was organised by the council in 
Braunton in November. Ourselves and partner agencies advised local residents on 
preparing for and dealing with flooding. 


5.10 Work to monitor noise levels at the Fullabrook windfarm has shown the turbines to be 
exceeding noise levels. We have contacted to operator who has carried out remedial 
action. Noise levels will now be monitored for around six months to see if the remedial 
works have brought the noise beneath the levels required. We are keeping local 
residents informed via correspondence and public meetings. 







6 PRIORITY - Building a more robust local economy 


Councillor MALCOLM PROWSE (Economic Regeneration) 


6.1 The pilot pay on exit parking project in Barnstaple at Hardaway Head is in operation 
(formerly the Queen Street multi-storey) but Bear Street has been held up by electrical 
works. If successful, the council will seek to roll it out across other car parks in the 
district. 


6.2 Summer 2014 saw some of the lowest unemployment levels in Ilfracombe for years. In 
July 2012 there were 254 claimants, a 3.7% level of unemployment. By July 2014 this 
had dropped to just 90 claimants, or 1.3% unemployment. This is being attributed to the 
'Verity effect' - investment in the town subsequent to Verity's arrival, including 
Wetherspoons, and the new galleries and shops that have opened.  


6.3 Actavis have had their Regional Growth Fund bid now confirmed. This will enable the 
company to invest in its Barnstaple plant which supports local employment.   


6.4 A bid has been submitted to the Department of Energy for feasibility funding to explore 
sustainable energy options for the Westacott extension.  


6.5 FLAG funding has been secured to undertake a demand study in relation to marine 
employment site needs. 


6.6 CoCars, supported by the economic development team, have secured Department of 
Transport funding to deliver a Barnstaple car club. Further support is being provided to 
deliver the project and to promote it to local users. There should be cars available to 
use from March/April 2015. 


7 PRIORITY - Improving North Devon’s housing  


Councillor FAYE WEBBER (Housing) 


7.1 North Devon and Torridge District Councils are offering emergency accommodation to 
rough sleepers again this winter during severe cold weather. The help is provided at the 
Freedom Centre in Barnstaple, which offers shelter to individuals if the temperature 
drops below zero for three consecutive nights. A warm breakfast is also offered, as well 
as information about where they can turn to for further help. 


7.2 There has been a large improvement in the number of homelessness prevention cases.  
So far this year, we have successfully prevented 549 cases, which is more than in the 
whole of last year (350). 


7.3 We are making homes safer by increasing the number of hazards we are removing 
following our intervention.  So far this year we have removed 178 ‘category 1’ hazards 
which is more than in the whole of last year (125). 


7.4 We are working with our colleagues in other Districts to ensure the effective future 
delivery of Disabled Facility Grants (DFGs).  


7.5 There have been 49 new affordable homes and 78 new ‘lets’ within the quarter. 







7.6 There is uncertainty regarding the continuation of our Local Welfare Support Scheme 
after 31 March 2015.  We are awaiting confirmation on the level of funding from Devon 
County Council. 


7.7 In January 2013 the council was one of the first to enter into a Local Authority Mortgage 
Scheme (LAMS) for first time buyers. This involves a partnership with Lloyds Bank 
where the council invested £1 million that is used to reduce the initial cost of home 
ownership for the buyers. The investment is repaid to us after 5 years with accrued 
interest, assuming there is no call upon it through defaults. 


7.8 So far there have been no defaults and most of the £1 million has been allocated. The 
scheme continues to be a success in helping local people get on the housing ladder 
without cost to the taxpayer.  


A summary is: 


 38 applications since January 2013, with 29 completions 


 Of the completions our indemnity is an average of £25,030 meaning £725,576 has 
been committed to complete applications, with a further amount earmarked for as yet 
uncompleted applications 


 the total amount committed/pending  is £900,493 


 None of the 29 that have completed show mortgages arrears over 3 months. 


 


8 PRIORITY - Shaping the future of North Devon 


Councillor MIKE EDMUNDS (Strategic Planning and development at Ilfracombe) 


8.1 Planning applications determined in the quarter: 


 Minor applications – 80.9% within 8 weeks (DCLG target 65%) 


 Other applications – 88.7% within 8 weeks (DCLG target 80%) 


8.2 We have responded to 85% of pre-application enquiries within 28 days (NDC target 80%). 


8.3 We are moving towards introducing a community infrastructure levy (CIL) alongside the 
emerging Local Plan, but some items will still be delivered by section 106 agreements. 
Until we have a CIL we will continue with the use of s106 to deliver all infrastructure.  


8.4 We are now looking to identify specific projects that we can refer to in future s106 
agreements, rather than using generic provision such as "open space in the vicinity of 
the development". We will try and ensure our ability to maximise the effectiveness of the 
contributions we collect. It is envisaged that an advice note will be produced for 
members and parish councils in the near future. 


 


 







9 PRIORITY - Community leadership and well-being 


Councillors DERRICK SPEAR (Culture) and YVETTE GUBB (Communities) 


9.1 Ilfracombe pool has now re-opened following complex repairs and improvements. The 
pool now offers a gym and much-improved changing facilities. 


9.2 The council has given over £60,000 in section 106 money towards improving play areas 
in Barnstaple and Ilfracombe. 


9.3 Combe Martin and the North Devon Maritime Museums have been awarded Accredited 
Museum Status, bringing the total number of accredited museums across northern 
Devon to 10. This is achieved through professional support and guidance from our 
Museum Development Manager. We are submitting the bid for the Museum of 
Barnstaple and North Devon to become accredited this month. 


9.4 There have been complaints from Barnstaple Swimming Club about air quality and water 
quality at North Devon Leisure Centre. Both Parkwood Leisure and Environmental 
Health are investigating the complaints and a number of actions have been taken to try 
and address issues that appear to be effecting a specific group of swimmers (the 
swimming club.) We are also in discussion with Midas Construction to find a solution for 
ongoing issues with corrosion of the swimming pool tank. 


9.5 Following new legislation, Safer North Devon have played a leading role integrating new 
working practices into existing hub practices; as has the Community Trigger, a process 
designed to give redress to victims of anti-social behaviour.  In addition training on the 
new legislation has been provided to 80 practitioners across North Devon and Torridge. 


9.6 A needs assessment of services for victims of domestic abuse was produced by Safer 
North Devon and used by the Council to submit a bid to Department for Communities 
and Local Government to secure funding for North Devon Against Domestic Abuse’s 
refuge for victims of domestic violence. 


10 Other performance issues 


21:21 project 


10.1 Thanks to our ICT team, the council’s data centre was successfully moved over the 
Christmas period from the civic centre to Brynsworthy with little disruption to customers. 
Although the council was closed, we ran an emergency phoneline which, due to heavy 
communication with customers, only received 30 calls a day. We used an ‘IVR’ system 
to filter calls to the right department where customers pick from a number of options on 
a menu. This prevented double handling of calls and meant people got through directly 
to the right department. We have had no complaints from customers about the closure 
or the use of IVR. 


10.2 The data centre move reminded us all of the crucial role our ICT systems play in the 
delivery of our frontline services. 


10.3 The refurbishment of Lynton House is due to be completed by the end of February, with 
staff due to move in during March. There has been a slight delay due to the building 
being in a worse condition than first thought but this has not affected moving dates. 
Planning, Legal, HR, Elections and the printroom will be based there as will the 
council’s main Barnstaple customer one stop shop. 







10.4 Refurbishment works at the Museum are now complete and staff from Environmental 
Health will move in next week. These works have improved health and safety at the 
museum as well as providing additional office space. 


10.5 Work on Castle Street which will house Member Services and Corporate and 
Community as well as facilities for members will begin early February with an 
anticipated move in date of the end of March. 


10.6 Work on the council’s new website continues to progress and is due to go live on 10 
March. Work will then begin on a new intranet for members and staff.  


11 Constitutional context 


Article and 
paragraph 


Appendix 
and 
paragraph 


Referred or 
delegated 
power? 


A key 
decision? 


In the 
Forward 
Plan? 


7.12 


 


 


13, para 4.7 


Executive power 


Delegated 
No No 


12 Statement of Internal Advice 


12.1 The authors (below) confirm that advice has been taken from all appropriate Councillors 
and officers. 


13 Background Papers 


None 


Author: Claire Holm and Jon Triggs   Date: 21 January 2015 


Ref: I:\Projects\Single Report\2014-15 Q3\Q3 Perf & FM.doc 







 


“APPENDIX-1 VARIATIONS IN THE REVENUE BUDGET” 


Service and Cost Area Worse/(Better) Totals 


  £m £m 


Environmental Health & Housing 
 


0.008 


Income reduction (housing/water sampling) 0.023 
 Boyton House (0.035) 
 Licensing contribution to reserve 0.020   


Financial Services 
 


(0.184) 


Employee (reduced hours & maternity savings) (0.015) 
 Rate Relief (now forms part of Business Rate Retention Scheme) (0.146) 
 Increased income (Collection Fund) (0.033) 
 Software costs 0.010   


Legal Services 
 


(0.027) 


S106 Agreements (0.015) 
 Maternity savings (0.010) 
 Various (0.002)   


Strategic Development & Planning 
 


(0.154) 


Planning fee income (0.147) 
 Other (0.007)   


Property & Technical Services 
 


0.087 


Electricity Bus Station 0.010 
 Parks S106 Revenue income 0.012 
 Car Parks and Public Conveniences (rates) 0.022 
 Car Park income (0.037) 
 Civil Parking Enforcement Officer post 0.029 
 Woodlands (surplus distribution to RDA) 0.021 
 Software costs 0.010 
 Other 0.020   


Works & Recycling Service   0.278 


W&R savings target 0.150 


 Employee savings (0.151) 
 Transport savings (0.044) 
 Trade Waste income (0.031) 
 Tipping Charges 0.057 
 Income reduction (sale of materials) 0.147 
 Kerbside savings (Timing of new vehicle delivery & service 


changes) 0.150   


Corporate Services 
 


(0.002) 


Employee savings (0.021) 
 Pannier Market employee/agency 0.009 
 Pannier Market overtime 0.016 
 Pannier Market income 0.014 
 CCTV (salaries & overtime) 0.023 
 Land Charges income (0.048) 
 Other 0.005   


Other 
 


(0.091) 


Salary savings below target of £0.400m 0.200 
 







 


Service and Cost Area Worse/(Better) Totals 


  £m £m 


Business Rates Retention Scheme (0.400) 
 Government funding impact - contribution to reserve 0.218 
 Costs of borrowing (0.085) 
 Additional central government grant funding (0.024) 
 Total   (0.085) 







 


 “APPENDIX-2 MOVEMENT IN RESERVES & BALANCES” 


 


 


Earmarked Reserves 
Opening 


Balance 1st 
April 2014 


Transfer 
to 


Reserves 


Transfer 
from 


Reserves 
(Capital) 


Transfer 
from 


Reserves 
(Revenue) 


Movement 
in Year 


Closing 
Balance 31st 
March 2015 


Collection Fund Reserve 1,354,763       0 1,354,763 


Crematorium Earmarked Reserve 428,186       0 428,186 


P C Planned Maintenance Fund 272,936       0 272,936 


Government Funding Impact Reserve 0 218,000     218,000 218,000 


Prevention CLG Grant Reserve 202,475     (20,680) (20,680) 181,795 


Second Homes Council Tax Reserve 125,289       0 125,289 


Local Plans Fund 90,000 25,000     25,000 115,000 


Lynton Agency Fund 110,770       0 110,770 


Planning Inquiries Fund 80,338 94,320   (68,080) 26,240 106,578 


Executive Contingency Reserve 107,596     (8,018) (8,018) 99,578 


Land Charges Earmarked Reserve 97,854       0 97,854 


Tarka Tennis Surface replacement 84,271 8,680     8,680 92,951 


Greensweep Replacement Fund 123,097   (40,000)   (40,000) 83,097 


Council Tax Support Scheme Reserve 89,771     (7,200) (7,200) 82,571 


District Council Election 50,000 25,000     25,000 75,000 


Town & Parish Fund 56,263       0 56,263 


Community Consultation 44,892     (500) (500) 44,392 


Local Housing Allowance Reserve 44,269       0 44,269 


Improvement Programme Reserve 278,582     (241,300) (241,300) 37,282 


Land Charges Personal Search Reserve 33,506       0 33,506 


All Weather Pitch 26,426 4,110     4,110 30,536 


Local Authority Mortgage Scheme 
Reserve 20,144       0 20,144 


Grants Reserve 18,223       0 18,223 


HB Welfare Reform Reserve 18,054       0 18,054 


Individual Electoral Registration 16,417       0 16,417 


Habitat Directive Reserve 11,270       0 11,270 


Major Sports Grants Fund 10,493       0 10,493 







 


Earmarked Reserves 
Opening 


Balance 1st 
April 2014 


Transfer 
to 


Reserves 


Transfer 
from 


Reserves 
(Capital) 


Transfer 
from 


Reserves 
(Revenue) 


Movement 
in Year 


Closing 
Balance 31st 
March 2015 


Verity Road Signs Reserve 10,000       0 10,000 


Repairs Fund 109,957 225,280 (85,000) (242,290) (102,010) 7,947 


Radio link Reserve 7,332       0 7,332 


General Contingency 12,088     (5,470) (5,470) 6,618 


Village Hall Grants Fund 6,389       0 6,389 


Museum development fund 5,859       0 5,859 


Implementation of Employment & Support 5,544       0 5,544 


Devon Improvement Programme Reserve 4,526       0 4,526 


New Homes Bonus Reserve 14,005   (10,000)   (10,000) 4,005 


Noise Equipment reserve 2,000 2,000     2,000 4,000 


Money Held for Police Reserve 3,104       0 3,104 


Beach Signs 2,450       0 2,450 


Devon District Councils Joint Working 1,396       0 1,396 


Landscape Character Assessment 
Reserve 1,047       0 1,047 


West Down Car Park Reserve 1,283     (1,280) (1,280) 3 


HEAT Reserve 244,511     (244,511) (244,511) 0 


Local Welfare Support reserve 28,895     (28,895) (28,895) 0 


Public Health Grant Reserve 20,000     (20,000) (20,000) 0 


Ilf Harbour Repairs Reserve 32,000     (32,000) (32,000) 0 


Business Support Scheme Grant 22,500     (22,500) (22,500) 0 


Ilfracombe Pool Capital Works Reserve 25,000   (25,000)   (25,000) 0 


Office Technology Reserve 56,000 50,000 (106,000)   (56,000) 0 


Vehicle Renewals Fund 0 98,920 (98,920)   0 0 


  4,411,770 751,310 (364,920) (942,724) (556,334) 3,855,436 







 


“APPENDIX-3 EXECUTIVE CONTINGENCY RESERVE”  


 


Resources Available £ 


Balance brought forward 1st April 2014 (107,596) 


Transfer to reserve 2014/15 0 


 (107,596) 


B/F from 2013/14 £ 


    Holy Trinity Churchyard – Exec 8 Jan 2013 510 


  


  


2014/15 Approvals £ 


    Town and Parish Fund – Exec 8 April 2014 7,508 


  


  


Total Approvals 8,018 


Balance Remaining (99,578) 


 


 


 







 


“APPENDIX-4 CAPITAL PROGRAMME ” 


Project 
 


Budget 
2014-15 


Spend at 
31st 


December 


Variance   
Budget 


2015-16 


 
 


      


Economy 


 


      


Fremington Multi Use Games Area 


 


0 0 0   90,000 


Demolition at South Molton Recycle 


 


0 0 0   75,000 


South Molton Car Park Extension (Sheep Pens) 


 


30,000 0 30,000   96,126 


North Devon Leisure Centre 


 


52,920 0 52,920   0 


Seven Brethren Car Park 


 


50,000 0 50,000   0 


Ilfracombe Swimming Pool Enhancements 


 


142,280 137,004 5,276   0 


Barrier Payments System for B'ple Car Parks 


 


140,000 138,744 1,256   0 


Total - Economy 
 


415,200 275,748 139,452   261,126 


 
 


      


Services  


 


      


21:21 (Transformation Project) 


 


535,883 287,316 248,567   0 


Comino Document Management System 


 


0 0 0   25,000 


IT Development 


 


10,650 3,300 7,350   0 


Works Unit Vehicles 


 


851,000 851,154 -154   559,000 


Kerbside Recycling Vehicles 


 


1,530,000 963,063 566,937   0 


Overflow Car Park BEC 


 


40,000 40,148 -148   0 


Barnstaple Bus Station PC 


 


0 0 0   175,770 


Total - Services 
 


2,967,533 2,144,981 822,552   759,770 


 
 


      


Housing 


 


      


Affordable Housing delivery Grant 


 


250,000 125,000 125,000   0 


Affordable Housing Fund 


 


0 0 0   90,000 


Wessex Loan and Grant Scheme 


 


0 0 0   56,573 


Disabled Facilities Grant Programme 


 


647,258 430,045 217,213   0 


Grant to NDHs Church Close 


 


10,000 0 10,000   0 







 


Project 
 


Budget 
2014-15 


Spend at 
31st 


December 


Variance   
Budget 


2015-16 


Affordable Housing Ilfracombe Sites Project 


 


227,000 0 227,000   0 


Total - Housing 
 


1,134,258 555,045 579,213   146,573 


 
 


      


OTHER 


 


      


Office Technology Fund 


 


114,611 110,322 4,289   0 


Voluntary Registration of Council Assets 


 


700 0 700   0 


S106 Contributions 


 


283,598 139,383 144,215   103,807 


Public Conveniences - Instow 


 


0 0 0   60,000 


Fishermans Store Ilfracombe 


 


250,000 0 250,000   250,000 


Repair and Renewal Grant 


 


1,088 0 1,088   0 


Total - Other 
 


649,997 249,705 400,292   413,807 


 
 


      


Statutory and landlord functions 


 


      


Planned Maintenance 


 


41,132 0 41,132   0 


Replacement of Concrete light columns 


 


6,595 3,735 2,860   0 


Barnstaple Pannier Market Screens 


 


0 0 0   130,000 


Coastal Protection & Shoreline Mgt Plan 


 


1,500 830 670   6,988 


Old Quay Head 


 


696,079 546,079 150,000   10,000 


Museum of North Devon 


 


178,000 179,926 -1,926   0 


Ilfracombe Yacht Club 


 


19,578 23,120 -3,542   0 


Castle Lodge 


 


74,000 969 73,031   0 


Winter Storm repairs - Environment Agency 


 


108,000 60,994 47,006   0 


Bicclescombe Nursery 


 


12,500 2,125 10,375   14,499 


Total - Statutory and Landlord Functions 
 


1,137,384 817,778 319,606   161,487 


 
 


      


 
 


6,304,372 4,043,257 2,261,115   1,742,763 


 








 
NORTH DEVON COUNCIL 


 
OVERVIEW AND SCRUTINY COMMITTEE: 12TH FEBRUARY 2015 


 
MINUTE EXTRACTS OF THE EXECUTIVE HELD ON 3RD FEBRUARY 2015 IN 


RESPECT OF ITEMS 7, 8 AND 9 ON THE OVERVIEW AND SCRUTINY COMMITTEE 
AGENDA FOR THE MEETING ON 12 FEBRUARY 2015 


 
 


ITEM 7 
 
162 REVENUE BUDGET 2015-16 AND CAPITAL PROGRAMME 2014-15 TO 


2017-18 
 
The Executive considered a report by the Chief Financial Officer (circulated previously), 
the options and/or alternatives and other relevant factors set out in the report regarding 
the Revenue Budget for 2015-16 and Capital Programme for 2014-15 to 2017-18. 
 
  DECISIONS 
 


(a) That the latest forecast for Budget 2014-15 and the proposed 
contributions to earmarked reserves be noted; 


 
(b) That the Chief Financial Officer’s assurance on the adequacy of the 


reserves and the robustness of the budget as detailed in paragraph 
5.1.4.6 of the report be noted; 


 
(c) That the Chief Financial Officer’s highlighted areas of risk identified 


within the budget process as detailed in paragraph 5.1.4.7 and 
section 5.3 be noted; 


 
(d) That subject to the approval of minute (g) below, that funds are 


released for the capital schemes listed in paragraph 5.2.2 in the 
report;  


 
RECOMMENDED 
 
(e) That there be no increase in the level of Council Tax charged by 


North Devon Council for 2015-16 and therefore accepting the 
Government Freeze Grant of £0.059m; 


 
(f) That the actions identified in paragraphs 5.1.2 to 5.1.5, which are 


required to ensure a balanced budget is achieved and therefore 
recommend to Council the approval of 2015-16 General Revenue 
Account Budget; 


 
(g) That the Capital Programme 2014-15 to 2017-18 as highlighted in 


paragraph 5.2 be approved; 







 
(h) That it be noted that most charges for 2015-16, including car park 


charges are frozen at their 2014-15 levels; 
 
(i) That it be noted that the draft budget being recommended to 


Council includes provision within the 2015/16 year for all 
employees of the Council to be paid at least the current level of 
£7.85 per hour “Living Wage” with effect from 1st April 2015. 


 
REASONS FOR DECISIONS/RECOMMENDATIONS 
 
(a) The 2014-15 latest forecast is reported to ensure Executive 


maintain budgetary control for the rest of the financial year. 
 
(b) To ensure Executive has assurance on the financial standing of the 


Council and risks associated with the budgetary framework. 
 
(c) Decisions on the level of Council Tax need to be taken by the 


Executive as part of recommending next year’s budgetary 
framework for adoption by Council.  


 
(d) To ensure Executive has a savings plan in place to deliver the long-


term financial strategy of the Council. 
 
(e) To ensure Executive control the performance improvement 


activities of the Council. 
 
(f) To ensure that future capital investment is available and targeted to 


the Council’s priorities. 
 







 


NORTH DEVON COUNCIL 
 


OVERVIEW AND SCRUTINY COMMITTEE: 12TH FEBRUARY 2015 
 


MINUTE EXTRACTS OF THE EXECUTIVE HELD ON 3RD FEBRUARY 2015 IN 
RESPECT OF ITEMS 7, 8 AND 9 ON THE OVERVIEW AND SCRUTINY COMMITTEE 


AGENDA FOR THE MEETING ON 12 FEBRUARY 2015 
 
ITEM 8 
 
 
160 PERFORMANCE AND FINANCIAL MANAGEMENT QUARTER 3 OF 


2014/15 
 
The Executive considered a report by the Leader and Executive Team  (circulated 
previously), the options and/or alternatives and other relevant factors set out in the 
report regarding Performance and Financial Management for Quarter 3 of 2014/15. 
 
  DECISIONS 
 


(a) That the actions being taken to ensure that performance is at the 
desired level be noted; 


 
(b) That the contributions to earmarked reserves as outlined in 


paragraph 4.2 of the report be approved; 
 
(c) That the movements on the Executive Contingency Reserve as 


outlined in paragraph 4.3 of the report be noted; 
 
(d) That funds be released for the capital schemes as outlined in 


paragraph 4.4.9 of the report; 
 
(e) That the sections dealing with Treasury Management (paragraph 


4.5) and Debt Management (paragraphs 4.6 and 4.7) be noted. 
 
RECOMMENDED 
 
(f) That the variations to the Capital Programme 2014/15 to 2015/16 


as outlined in paragraph 4.4.3 of the report be approved. 
 
 
  REASONS FOR DECISIONS/RECOMMENDATION 
 


(a) To ensure that appropriate action is taken to allow the Council to 
meet its objectives.  


 







(b) To inform the Executive of actual results compared to the approved 
Corporate Plan, as well as progress in delivering service within the 
revenue budget and Capital Programme. 


NORTH DEVON COUNCIL 
 


OVERVIEW AND SCRUTINY COMMITTEE: 12TH FEBRUARY 2015 
 


MINUTE EXTRACTS OF THE EXECUTIVE HELD ON 3RD FEBRUARY 2015 IN 
RESPECT OF ITEMS 7, 8 AND 9 ON THE OVERVIEW AND SCRUTINY COMMITTEE 


AGENDA FOR THE MEETING ON 12 FEBRUARY 2015 
 
 
 


ITEM 9 
 


163 TREASURY MANAGEMENT AND ANNUAL INVESTMENT STRATEGY 
STATEMENT 2015/16 


 
The Executive considered a report by the Chief Financial Officer (circulated previously), 
the options and/or alternatives and other relevant factors set out in the report regarding 
the Treasury Management and Annual Investment Strategy Statement for 2015/16.  
 
 RECOMMENDATIONS  
 
 (a) That the Treasury Management Strategy Statement, Minimum 


Revenue Provision Policy Statement and Annual Investment 
Statement 2015/16, including the Treasury Management and 
Prudential Indicators for 2015/16 to 2017/18 be approved; 


 
 (b) That changes to the Treasury Management Policy, as contained in 


Appendix 4 of the report, be approved and that delegated authority 
be given to the Head of Financial Services to make any further 
changes to the policy to reflect the new management structure 
within Financial Services. 


 
 REASONS FOR RECOMMENDATIONS 
 
 (a) The Local Authorities (Capital Finance and Accounting) (England) 


Regulations 2003 (SI 2003/3146) requires the Council to have 
regard to the Treasury Management Code. 


 
 (b) Under section 3 (5) of the Local Government Act 2003 the Council 


is required to have regard to the Prudential Code when setting 
limits to the level of its affordable borrowing. 


 
 (c) This Council is also required under the Code to give prior scrutiny 


to the treasury management reports by the Overview and Scrutiny 
Committee before they are reported to the full Council. 


 








Open 


NORTH DEVON COUNCIL 


 


REPORT TO: EXECUTIVE 


Date: 3rd February 2015 


TOPIC: TREASURY MANAGEMENT AND ANNUAL 
INVESTMENT STRATEGY STATEMENT 2015/16 


REPORT BY: CHIEF FINANCIAL OFFICER 


 


1. INTRODUCTION 


This report has been prepared in compliance with CIPFA’s Code of 
Practice and covers the following: 


 Treasury Management Strategy Statement. 


 Minimum Revenue Provision Policy Statement and 


 Annual Investment Statement 2015/16. 


 


2. RECOMMENDATIONS 


The Executive is asked to recommend to the full Council that: 


2.1  The Treasury Management Strategy Statement, Minimum Revenue 
Provision Policy Statement and Annual Investment Statement 
2015/2016, including the Treasury Management and Prudential 
Indicators for 2015/16 to 2017/18, be approved. 


2.2 The changes to the Treasury Management Policy, as contained in 
Appendix 4, be approved and that delegated authority be given to 
the Head of Financial Services to make any further changes to the 
policy to reflect the new management structure within Financial 
Services.   


3. REASONS FOR RECOMMENDATIONS 


3.1 The Local Authorities (Capital Finance and Accounting) (England) 
Regulations 2003 (SI 2003/3146) requires the Council to have 
regard to the Treasury Management Code. 


3.2 Under section 3(5) of the Local Government Act 2003 the Council is 
required to have regard to the Prudential Code when setting limits to 
the level of its affordable borrowing. 







3.3 This Council is also required under the Code to give prior scrutiny to 
the treasury management reports by the Overview and Scrutiny 
Committee before they are reported to the full Council.   


4. CONSTITUTIONAL CONTEXT 


4.1 The Executive is responsible for managing the Council’s progress 
towards meeting its policy and budgetary framework 


 
4.2 Article 4.1(b) of the Constitution defines setting the Prudential 


Indicators as part of the Budget and the Budget requires approval by 
the Council. 


 
4.3 These are not key decisions and are not included within the current 


forward plan. 
 


5. TREASURY MANAGEMENT  


 


5.1 Background 


 The Council is required to operate a balanced budget, which broadly 
means that cash raised during the year will meet cash expenditure.  
Part of the treasury management operation is to ensure that this 
cash flow is adequately planned, with cash being available when it is 
needed.  Surplus monies are invested in low risk counterparties or 
instruments commensurate with the Council’s low risk appetite, 
providing adequate liquidity initially before considering investment 
return. 


 The second main function of the treasury management service is the 
funding of the Council’s capital plans.  These capital plans provide a 
guide to the borrowing need of the Council, essentially the longer 
term cash flow planning to ensure that the Council can meet its 
capital spending obligations.  This management of longer term cash 
may involve arranging long or short term loans, or using longer term 
cash flow surpluses.   On occasion any debt previously drawn may 
be restructured to meet Council risk or cost objectives.  


 


CIPFA defines treasury management as: 


 
“The management of the local authority’s 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. ” 


 


5.2. Reporting Requirements 


The Council is required to receive and approve, as a minimum, three 
main reports each year, which incorporate a variety of polices, 







estimates and actuals.  These reports are required to be adequately 
scrutinised by committee before being recommended to the Council.  
This role is undertaken by the Overview and Scrutiny Committee. 


Prudential and treasury indicators and treasury strategy (This 
report) - The first, and most important report covers: 


 the capital plans (including prudential indicators); 


 a minimum revenue provision (MRP) policy (how residual 
capital expenditure is charged to revenue over time); 


 the treasury management strategy (how the investments and 
borrowings are to be organised) including treasury indicators; 
and  


 an investment strategy (the parameters on how investments 
are to be managed). 


 


A mid year treasury management report – This will update 
members with the progress of the capital position, amending 
prudential indicators as necessary, and whether the treasury 
strategy is meeting the strategy or whether any policies require 
revision. 


An annual treasury report – This provides details of a selection of 
actual prudential and treasury indicators and actual treasury 
operations compared to the estimates within the strategy. 


5.3 Treasury Management Strategy for 2015/16 


The strategy for 2015/16 covers two main areas: 


Capital Issues 


 the capital plans and the prudential indicators; 


 the minimum revenue provision (MRP) strategy. 


 


Treasury management Issues 


 the current treasury position; 


 treasury indicators which will limit the treasury risk and activities of 
the Council; 


 prospects for interest rates; 


 the borrowing strategy; 


 policy on borrowing in advance of need; 


 debt rescheduling; 


 the investment strategy; 


 creditworthiness policy; and 


 policy on use of external service providers. 







 


These elements cover the requirements of the Local Government 
Act 2003, the CIPFA Prudential Code, the CLG MRP Guidance, the 
CIPFA Treasury Management Code and the CLG Investment 
Guidance. 


 


5.4 Training 


The CIPFA Code requires the Chief Finance Officer to ensure that 
members’ with responsibility for treasury management receive 
adequate training in treasury management. This especially applies to 
members’ responsible for scrutiny. The training needs of treasury 
management officers are periodically reviewed.  


5.5 Treasury Management Consultants  


The Council uses Capita Asset Services, Treasury solutions as its 
external treasury management advisors. 


The Council recognises that responsibility for treasury management 
decisions remains with the organisation at all times and will ensure 
that undue reliance is not placed upon our external service 
providers.  


It also recognises that there is value in employing external providers 
of treasury management services in order to acquire access to 
specialist skills and resources. The Council will ensure that the terms 
of their appointment and the methods by which their value will be 
assessed are properly agreed and documented, and subjected to 
regular review.  


6 THE CAPITAL PRUDENTIAL INDICATORS 2015/16 – 2017/18 


The Council’s capital expenditure plans are the key driver of treasury 
management activity.  The output of the capital expenditure plans is 
reflected in prudential indicators, which are designed to assist 
members’ overview and confirm capital expenditure plans. 


 


6.1 Capital Expenditure.  


This prudential Indicator is a summary of the Council’s capital 
expenditure plans, both those agreed previously, and those forming 
part of this budget cycle.  Members are asked to approve the capital 
expenditure forecasts: 


 


 


 


 


 







 


Capital 
Expenditure 


£000 


2013/14 


Actual 


2014/15 


Estimate 


2015/16 


Estimate 


2016/17 


Estimate 


2017/18 


Estimate 


Economy and 
Regeneration 


174 415 336 0 0 


Providing Good and 
Efficient Services 


81 3,159 910 910 91 


Tackling the 
Housing Problem 


734 1,134 819 0 0 


Statutory and 
Landlord Functions 


595 1,137 231 25 0 


Other 246 650 557 0 0 


Total 1,830 6,495 2,853 935 91 


 


The table below summarises the above capital expenditure plans, 
and how these plans are being financed by capital or revenue 
resources.  Any shortfall of resources results in a funding borrowing 
need.  


 


Capital 
Expenditure 


£000 


2013/14 


Actual 


2014/15 


Estimate 


2015/16 


Estimate 


2016/17 


Estimate 


2017/18 


Estimate 


Capital Expenditure 1,830 6,495 2,853 935 91 


Financed by:      


Capital receipts 536 969 800 320 1,150 


Capital grants 536 1,142 973 0 0 


Capital reserves 417 365 393 25 0 


Net financing need 
for the year 


341 4,019 687 590 (1,059) 


 


 







6.2 The Council’s Borrowing Need (the Capital Financing 
Requirement) 


The second prudential indicator is the Council’s Capital Financing 
Requirement (CFR).  The CFR is simply the total historic outstanding 
capital expenditure which has not yet been paid for from either 
revenue or capital resources.  It is essentially a measure of the 
Council’s underlying borrowing need.  Any capital expenditure 
above, which has not immediately been paid for, will increase the 
CFR.   


The CFR does not increase indefinitely, as the minimum revenue 
provision (MRP) is a statutory annual revenue charge which broadly 
reduces the borrowing need in line with each assets life. 


The CFR includes any other long term liabilities (e.g. PFI schemes, 
finance leases).  Whilst these increase 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 no such 
schemes within the CFR.  


The Council is asked to approve the CFR projections below: 


£000 2013/14 


Actual 


2014/15 


Estimate 


2015/16 


Estimate 


2016/17 


Estimate 


2017/18 


Estimate 


Capital Financing Requirement 


Total CFR 2,207 6,226 6,635 6,947 5,485 


Movement in CFR 209 4,019 409 312 (1,462) 


      


Movement in CFR represented by 


Net financing need 
for the year above 


341 4,019 687 590 (1,059) 


Less MRP/VRP 
and other financing 
movements 


(132) 0 (278) (278) (403) 


Movement in CFR 209 4,019 409 312 (1,462) 


 


 


 







6.3 Minimum revenue provision (MRP) policy statement 


The Council is required to pay off an element of the accumulated 
General Fund capital spend each year (the CFR) through a revenue 
charge (the minimum revenue provision - MRP), although it is also 
allowed to undertake additional voluntary payments if required 
(voluntary revenue provision - VRP).   


CLG regulations have been issued which require the full Council to 
approve an MRP Statement in advance of each year.  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 Statement: 


From 1 April 2008 for all unsupported borrowing (including PFI and 
finance leases) the MRP policy will be: 


Asset Life Method – MRP will be based on the estimated life of the 
assets, in accordance with the regulations (this option must be 
applied for any expenditure capitalised under a Capitalisation 
Direction). 


This option provides for a reduction in the borrowing need over 
approximately the asset’s life.  


Repayments included in annual PFI or finance leases are applied as 
MRP. 


The Council agreed at its meeting 28th November 2012 to participate 
in the Local Authority Mortgage Scheme (LAMS) to help first time 
house buyers. For Authorities using the cash backed option the 
mortgage lenders required a 5 year deposit from the local authority 
to match the 5 year life of the indemnity.  The cash advance placed 
with the mortgage lender provides an integral part of the mortgage 
lending, and is treated as capital expenditure and a loan to a third 
party.  The Capital Financing Requirement (CFR) will increase by 
the amount of the total indemnity.  


The cash advance is due to be returned in full at maturity, with 
interest paid annually.  Once the cash advance matures and funds 
are returned to the local authority, the returned funds are classed as 
a capital receipt, and the CFR will reduce accordingly.  As this is a 
temporary (five year) arrangement and the funds will be returned in 
full, there is no need to set aside prudent provision to repay the debt 
liability in the interim period, so there is no MRP application. This 
position should be reviewed on an annual basis.  


The Council deposited £1m into LAMS during 2012/13 with maturity 
due in January 2018   







6.4 Core funds and expected investment balances 


The application of resources (capital receipts, reserves etc.) to either 
finance capital expenditure or other budget decisions to support the 
revenue budget will have an ongoing impact on investments unless 
resources are supplemented each year from new sources (asset 
sales etc.).  Detailed below are estimates of the year-end balances 
for each resource and anticipated day to day cash flow balances. 


 


*Working capital balances shown are estimated year end; these may 
be higher mid year  


6.5 Affordability Prudential Indicators 


The previous sections cover the overall capital and control of 
borrowing prudential indicators, but within this framework prudential 
indicators are required to assess the affordability of the capital 
investment plans.   These provide an indication of the impact of the 
capital investment plans on the Council’s overall finances.  The 
Council is asked to approve the following indicators: 


Ratio of financing costs to net revenue stream.  This indicator 
identifies the trend in the cost of capital (borrowing and other long 
term obligation costs net of investment income) against the net 
revenue stream.  


Year End Resources 


£000 


2013/14 


Actual 


2014/15 


Estimate 


2015/16 


Estimate 


2016/17 


Estimate 


2017/18 


Estimate 


Fund balances / reserves 4,065 3,508 3,004 2,500 2,500 


Capital Receipts 0 0 0 0 0 


Provisions 730 600 450 300 300 


Other 61 50 40 40 40 


Total core funds 4,856 4,158 3,494 2,840 2,840 


Working capital* (776) 1,000 500 500 500 


Total cash to invest 4,080 5,158 3,994 3,340 3,340 


(Under)/over borrowing (2,207) (4,726) (2,635) (2,947) (1,985) 


Expected external 
investments 


1,873 432 1,359 393 1,355 







 


The estimates of financing costs include current commitments and 
the proposals in the budget report. 


 


Incremental impact of capital investment decisions on council 
tax. This indicator identifies the revenue costs associated with 
proposed changes to the three year capital programme 
recommended in the budget report compared to the Council’s 
existing approved commitments and current plans.  The 
assumptions are based on the budget, but will invariably include 
some estimates, such as the level of Government support, which are 
not published over a three year period. 


 


Incremental impact of capital investment decisions on the band 
D council tax 


 


£ 2013/14 


Actual 


2014/15 


Estimate 


2015/16 


Estimate 


2016/17 


Estimate 


2017/18 


Estimate 


Council tax 
- band D 


(0.26) 0.31 2.66 2.73 2.21 


 


7 BORROWING 


The capital expenditure plans set out in section 6 provide details of 
the service activity of the Council.  The treasury management 
function ensures that the Council’s cash is organised in accordance 
with the the relevant professional codes, so that sufficient cash is 
available to meet this service activity.  This will involve both the 
organisation of the cash flow and, where capital plans require, the 
organisation of approporiate borrowing facilities.  The strategy 
covers the relevant treasury / prudential indicators, the current and 
projected debt positions and the annual investment strategy. 


 


 


 


 


 


% 2013/14 


Actual 


2014/15 


Estimate 


2015/16 


Estimate 


2016/17 


Estimate 


2017/18 


Estimate 


General Fund 0.81% (0.32%) 2.67% 2.57% 3.48% 







7.1 Current Portfolio Position 


The Council’s treasury portfolio position at 31 March 2014, with 
forward projections are summarised below. The table shows the 
actual external debt (the treasury management operations), against 
the underlying capital borrowing need (the Capital Financing 
Requirement - CFR), highlighting any over or under borrowing.  


 


£000 2013/14 


Actual 


2014/15 


Estimate 


2015/16 


Estimate 


2016/17 


Estimate 


2017/18 


Estimate 


External Debt 


Debt at 1 April  0 0 1,500 4,000 4,000 


Expected change in 
Debt 


0 1,500 2,500 0 (500) 


Other long-term 
liabilities (OLTL) 


132 0 0 0 0 


Expected change in 
OLTL 


(132) 0 0 0 0 


Actual gross debt 
at 31 March  


0 1,500 4,000 4,000 3,500 


The Capital 
Financing 
Requirement 


2,207 6,226 6,635 6,947 5,485 


(Under) / over 
borrowing 


(2,207) (4,726) (2,635) (2,947) (1,985) 


 


 


Within the prudential indicators there are a number of key indicators 
to ensure that the Council operates its activities within well defined 
limits.  One of these is that the Council needs to ensure that its gross 
debt does not, except in the short term, exceed the total of the CFR in 
the preceding year plus the estimates of any additional CFR for 2015/16 
and the following two financial years. This allows some flexibility for 
limited early borrowing for future years, but ensures that borrowing is 
not undertaken for revenue purposes.       


The Chief Financial Officer reports that the Council complied with 
this prudential indicator in the current year and does not envisage 
difficulties for the future.  This view takes into account current 
commitments, existing plans, and the proposals in this budget report.  







 7.2 Treasury Indicators: limits to borrowing activity 


The operational boundary.  This is the limit beyond which external 
debt is not normally expected to exceed.  In most cases, this would 
be a similar figure to the CFR, but may be lower or higher depending 
on the levels of actual debt. 


 


Operational boundary  


£000 


2014/15 


Estimate 


2015/16 


Estimate 


2016/17 


Estimate 


2017/18 


Estimate 


Debt 4,000 5,000 6,000 6,000 


Other long term liabilities 250 250 250 250 


Total 4,250 5,250 6,250 6,250 


 


The authorised limit for external debt. A further key prudential 
indicator represents a control on the maximum level of borrowing.  
This represents a limit beyond which external debt is prohibited, and 
this limit needs to be set or revised by the full Council.  It reflects the 
level of external debt which, while not desired, could be afforded in 
the short term, but is not sustainable in the longer term.   


1. This is the statutory limit determined under section 3 (1) of the 
Local Government Act 2003. The Government retains an 
option to control either the total of all councils’ plans, or those 
of a specific council, although this power has not yet been 
exercised. 


2. The Council is asked to approve the following authorised limit: 


 


7.3 Prospects for Interest Rates 


The Council has appointed Capita Asset Services as its treasury 
advisor and part of their service is to assist the Council to formulate 
a view on interest rates.  The following table gives the Capita central 
view. A more detailed interest rate view and economic commentary 
is contained in Appendix 1 & 2.  


Authorised limit  


£000 


2014/15 


Estimate 


2015/16 


Estimate 


2016/17 


Estimate 


2017/18 


Estimate 


Debt 9,000 10,000 11,000 11,000 


Other long term liabilities 500 500 500 500 


Total 9,500 10,500 11,500 11,500 







Annual 
Average % 


Bank 
Rate 


% 


PWLB Borrowing Rates % 


(including certainty rate adjustment) 


  5 year 25 year 50 year 


Mar 2015 0.50 2.20 3.40 3.40 


Jun 2015 0.50 2.20 3.50 3.50 


Sep 2015 0.50 2.30 3.70 3.70 


Dec 2015 0.75 2.50 3.80 3.80 


Mar 2016 0.75 2.60 4.00 4.00 


Jun 2016 1.00 2.80 4.20 4.20 


Sep 2016 1.00 2.90 4.30 4.30 


Dec 2016 1.25 3.00 4.40 4.40 


Mar 2017 1.25 3.20 4.50 4.50 


Jun 2017 1.50 3.30 4.60 4.60 


Sep 2017 1.75 3.40 4.70 4.70 


Dec 2017 1.75 3.50 4.70 4.70 


Mar 2018 2.00 3.60 4.80 4.80 


 


UK GDP growth surged during 2013 and the first half of 2014.  Since 
then it appears to have subsided somewhat but still remains strong by 
UK standards and is expected to continue likewise into 2015 and 2016. 
There needs to be a significant rebalancing of the economy away from 
consumer spending to manufacturing, business investment and 
exporting in order for this recovery to become more firmly established. 
One drag on the economy has been that wage inflation has only 
recently started to exceed CPI inflation, so enabling disposable income 
and living standards to start improving. The plunge in the price of oil 
brought CPI inflation down to a low of 1.0% in November, the lowest 
rate since September 2002.  Inflation is expected to stay around or 
below 1.0% for the best part of a year; this will help improve consumer 
disposable income and so underpin economic growth during 2015.  
However, labour productivity needs to improve substantially  to enable 
wage rates to increase and further support consumer disposable 
income and economic growth. In addition, the encouraging rate at 
which unemployment has been falling must eventually feed through 
into pressure for wage increases, though current views on the amount 
of hidden slack in the labour market probably means that this is unlikely 
to happen early in 2015. 


The US, the biggest world economy, has generated stunning growth 
rates of 4.6% (annualised) in Q2 2014 and 5.0% in Q3.  This is hugely 
promising for the outlook for strong growth going forwards and it very 
much looks as if the US is now firmly on the path of full recovery from 
the financial crisis of 2008.  Consequently, it is now confidently 







expected that the US will be the first major western economy to start on 
central rate increases by mid 2015.   


The current economic outlook and structure of market interest rates 
and government debt yields have several key treasury management 
implications: 


 


 Greece: the general election on 25 January 2015 is likely to bring a 
political party to power which is anti EU and anti austerity.  However, 
if this eventually results in Greece leaving the Euro, it is unlikely that 
this will directly destabilise the Eurozone as the EU has put in place 
adequate firewalls to contain the immediate fallout to just Greece.  
However, the indirect effects of the likely strenthening of anti EU and 
anti austerity political parties throughout the EU is much more difficult 
to quantify;  


 As for the Eurozone in general, concerns in respect of a major crisis 
subsided considerably in 2013.  However, the downturn in growth and 
inflation during the second half of 2014, and worries over the Ukraine 
situation, Middle East and Ebola, have led to a resurgence of those 
concerns as risks increase that it could be heading into deflation and 
prolonged very weak growth.  Sovereign debt difficulties have not 
gone away and major concerns could return in respect of individual 
countries that do not dynamically address fundamental issues of low 
growth, international uncompetitiveness and the need for overdue 
reforms of the economy (as Ireland has done).  It is, therefore, 
possible over the next few years that levels of government debt to 
GDP ratios could continue to rise to levels that could result in a loss 
of investor confidence in the financial viability of such countries.  
Counterparty risks therefore remain elevated.  This continues to 
suggest the use of higher quality counterparties for shorter time 
periods; 


 Investment returns are likely to remain relatively low during 2015/16 
and beyond; 


 Borrowing interest rates have been volatile during 2014 as alternating 
bouts of good and bad news  have promoted optimism, and then 
pessimism, in financial markets.  The closing weeks of 2014 saw gilt 
yields dip to historically remarkably low levels after inflation plunged, 
a flight to quality from equities (especially in the oil sector), and from 
the debt and equities of oil producing emerging market countries, and 
an increase in the likelihood that the ECB will commence quantitative 
easing (purchase of EZ government debt) in early 2015.  The policy 
of avoiding new borrowing by running down spare cash balances has 
served well over the last few years.  However, this needs to be 
carefully reviewed to avoid incurring higher borrowing costs in later 
times, when authorities will not be able to avoid new borrowing to 
finance new capital expenditure and/or to refinance maturing debt; 


 







 There will remain a cost of carry to any new borrowing which causes 
an increase in investments as this will incur a revenue loss between 
borrowing costs and investment returns. 


 


7.4 Borrowing Strategy  


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 loan debt, as cash 
supporting the Council’s reserves, balances and cash flow has been 
used as a temporary measure.  This strategy is prudent as 
investment returns are low and counterparty risk is relatively high. 


 


Against this background and the risks within the economic forecast, 
caution will be adopted with the 2015/16 treasury operations.  The 
Chief Financial Officer will monitor  interest rates in financial markets 
and adopt a pragmatic approach to changing circumstances: 


 


 


 if it was felt that there was a significant risk of a sharp FALL in 
long and short term rates (e.g. due to a marked increase of risks 
around relapse into recession or of risks of deflation), then long term 
borrowings will be postponed, and potential rescheduling from fixed 
rate funding into short term borrowing will be considered. 


 if it was felt that there was a significant risk of a much sharper 
RISE in long and short term rates than that currently forecast, 
perhaps arising from a greater than expected increase in the 
anticipated rate to US tapering of asset purchases, or in world 
economic activity or a sudden increase in inflation risks, then the 
portfolio position will be re-appraised with the likely action that fixed 
rate funding will be drawn whilst interest rates are still lower than 
they will  be in the next few years.  


Any decisions will be reported to Executive at the next available 
opportunity.  


It is projected that the Council will need to borrow an additional 
£2.5m during 2015/16 to further support approved capital 
programme expenditure in relation to the Local Authority Mortgage 
Scheme, Old Quay Head and the works & recycling vehicle 
replacement programme.  


This would result in total projected borrowing of £4m, as outlined in 
table 7.1 above.  


 







 


 Treasury management limits on activity 


There are three debt related treasury activity limits.  The purpose of 
these are to restrain the activity of the treasury function within certain 
limits, thereby managing risk and reducing the impact of any adverse 
movement in interest rates.  However, if these are set to be too 
restrictive they will impair the opportunities to reduce costs / improve 
performance.  The indicators are: 


 Upper limits on variable interest rate exposure. This identifies a 
maximum limit for variable interest rates based upon the debt 
position net of investments. 


 Upper limits on fixed interest rate exposure.  This is similar to 
the previous indicator and covers a maximum limit on fixed interest 
rates; 


 Maturity structure of borrowing. These gross limits are set to 
reduce the Council’s exposure to large fixed rate sums falling due for 
refinancing, and are required for upper and lower limits.   


The Council is asked to approve the following treasury indicators 
and limits: 


 


Interest rate Exposures 2015/16 


£000 


2016/17 


£000 


2017/18 


£000 


    


 Upper Upper Upper 


Limits on fixed interest 
rates based on net debt 


150 150 150 


Limits on variable 
interest rates based on 
net debt 


60 60 60 


Maturity Structure of fixed interest rate borrowing 2015/16 


 Lower Upper 


Under 12 months 0% 44% 


12 months to 2 years  0% 56% 


2 years to 5 years 0% 65% 


5 years to 10 years 0% 60% 


10 years and above 0% 56% 







 


7.5 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 estimates, and will be 
considered carefully to ensure that value for money can be 
demonstrated and that the Council can ensure the security of such 
funds.  


 


Risks associated with any borrowing in advance activity will be 
subject to prior appraisal and subsequent reporting through the mid 
year or annual reporting mechanism.  


 


7.6 Debt rescheduling   


No debt rescheduling is planned for 2015/16. 


 


7.7 Municipal Bond Agency 


It is likely that the Municipal Bond Agency, currently in the process of 
being set up, will be offering loans to local authorities in the near 
future. It is hoped that the borrowing rates will be lower than those 
offered by the Public Works Loan Board (PWLB). This Authority may 
consider this new source of borrowing as and when appropriate.  


 


  


8 ANNUAL INVESTMENT STRATEGY 


 


Introduction: changes to credit rating methodology 


The main rating agencies (Fitch, Moody’s and Standard & Poor’s) have, 
through much of the financial crisis, provided some institutions with a 
ratings “uplift” due to implied levels of sovereign support. More recently, 
in response to the evolving regulatory regime, the agencies have 
indicated they may remove these “uplifts”. This process may commence 
during 2014/15 and / or 2015/16. The actual timing of the changes is still 
subject to discussion, but this does mean immediate changes to the 
credit methodology are required. 


It is important to stress that the rating agency changes do not reflect any 
changes in the underlying status of the institution or credit environment, 
merely the implied level of sovereign support that has been built into 
ratings through the financial crisis. The eventual removal of implied 







sovereign support will only take place when the regulatory and economic 
environments have ensured that financial institutions are much stronger 
and less prone to failure in a financial crisis. 


Both Fitch and Moody’s provide “standalone” credit ratings for financial 
institutions. For Fitch, it is the Viability Rating, while Moody’s has the 
Financial Strength Rating. Due to the future removal of sovereign 
support from institution assessments, both agencies have suggested 
going forward that these will be in line with their respective Long Term 
ratings. As such, there is no point monitoring both Long Term and these 
“standalone” ratings.  


Furthermore, Fitch has already begun assessing its Support ratings, with 
a clear expectation that these will be lowered to 5, which is defined as “A 
bank for which there is a possibility of external support, but it cannot be 
relied upon.” With all institutions likely to drop to these levels, there is 
little to no differentiation to be had by assessing Support ratings.  


As a result of these rating agency changes, the credit element of our 
future methodology will focus solely on the Short and Long Term ratings 
of an institution. Rating Watch and Outlook information will continue to 
be assessed where it relates to these categories. This is the same 
process for Standard & Poor’s that we have always taken, but a change 
to the use of Fitch and Moody’s ratings. Furthermore, we will continue to 
utilise CDS prices as an overlay to ratings in our new methodology.  


 


8.1 Investment Policy 


The Council’s investment policy has regard to the CLG’s Guidance 
on Local Government Investments (“the Guidance”) and the revised 
CIPFA Treasury Management in Public Services Code of Practice 
and Cross Sectoral Guidance Notes (“the CIPFA TM Code”).  The 
Council’s investment priorities will be security first, liquidity second, 
then return. 


In accordance with the above guidance from the CLG and CIPFA, 
and in order to minimise the risk to investments, the Council applies 
minimum acceptable credit criteria in order to generate a list of 
highly creditworthy counterparties which also enables diversification 
and thus avoidance of concentration risk. 


Continuing regulatory changes in the banking sector are designed to 
see greater stability, lower risk and the removal of expectations of 
Government financial support should an institution fail.  This 
withdrawal of implied sovereign support is anticipated to have an 
effect on ratings applied to institutions.  This will result in the key 
ratings used to monitor counterparties being the Short Term and 
Long Term ratings only.  Viability, Financial Strength and Support 
Ratings previously applied will effectively become redundant.  This 
change does not reflect deterioration in the credit environment but 
rather a change of method in response to regulatory changes.   







As with previous practice, ratings will not be the sole determinant of 
the quality of an institution and that it is important to continually 
assess and monitor the financial sector on both a micro and macro 
basis and in relation to the economic and political environments in 
which institutions operate. The assessment will also take account of 
information that reflects the opinion of the markets. To this end the 
Council will engage with its advisors to maintain a monitor on market 
pricing such as “credit default swaps” and overlay that information on 
top of the credit ratings.  


Other information sources used will include the financial press, share 
price and other such information pertaining to the banking sector in 
order to establish the most robust scrutiny process on the suitability 
of potential investment counterparties. 


Investment instruments identified for use in the financial year are 
listed under the ‘Specified’ and ‘Non-Specified’ Investments 
categories, provided in Appendix 3. Counterparty limits will be set 
through the Council’s treasury management practices – schedules. 


8.2 Creditworthiness policy  


This Council applies the creditworthiness service provided by Capita 
Asset Services. This service employs a sophisticated modelling 
approach utlilising credit ratings from the three main credit rating 
agencies - Fitch, Moodys and Standard and Poors.  The credit 
ratings of counterparties are supplemented with the following 
overlays:  


 credit watches and credit outlooks from credit rating agencies; 


 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 and 
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 coded bands which indicate the relative creditworthiness of 
counterparties.  These colour codes are used by the Council to 
determine the duration for investments.   The Council will therefore 
use counterparties within the following durational bands:  


 


 Dark pink 5 years for Enhanced money market funds 
(EMMFs) with a credit score of 1.25 
 


 Light pink 5 years for Enhanced money market funds 
(EMMFs) with a credit score of 1.5 
 


 Purple  2 years 







 Blue   1 year (only applies to nationalised or semi- 


nationalised UK Banks) 


 Orange 1 year 


 Red   6 months 


 Green   100 days   


 No Colour  not to be used  


 


  Colour (and long 
term rating 


where 
applicable) 


Money  


Limit 


Time  


Limit 


Banks  purple £1m 2 yrs 


Banks  orange £3m 1 yr 


Banks – part nationalised blue £4m 1 yr 


Banks  red £3m 6 mths 


Banks  green £3m 100 days 


Banks  No colour Not to be 
used 


 


Other institutions limit - £3m 1yr 


DMADF AAA unlimited 6 months 


Local authorities n/a £2m 1yr 


Money market funds AAA unlimited liquid 


Enhanced money market 
funds with a credit score of 
1.25 


 Dark pink / AAA £2m liquid 


Enhanced money market 
funds with a credit score of 
1.5 


Light pink / AAA £2m liquid 


 


No limit will be set on placing funds with the Council’s own bank due 
to the volatility / fluctuations in day to day cash flows.  


 


 


Our 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. 







 


Typically the minimum credit ratings criteria the Council use will be a 
short term rating (Fitch or equivalents) of  F1 and a long term rating 
A-. There may be occasions when the counterparty ratings from one 
rating agency are marginally lower than these ratings but may still be 
used.  In these instances consideration will be given to the whole 
range of ratings available, or other topical market information, to 
support their use. 


 


All credit ratings will be monitored weekly. The Council is alerted to 
changes to ratings of all three agencies through its use of the Capita 
creditworthiness service.  


 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. 


 in addition to the use of credit ratings the Council will be 
advised of information in movements in Credit Default 
Swap spreads 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 this Council will also use market data and market 
information, information on sovereign support for banks and the 
credit ratings of that supporting government. 


The Local Authority Mortgage Scheme (LAMS) – Under this 
scheme the Council was required to place funds for a period of five 
years. This is classified as being a service investment, rather than a 
treasury management investment, and is therefore outside of the 
specified / non specified investment categoties.  


8.3 Country limits 


The Council has determined that it will mainly use approved 
counterparties from within the United Kingdom. 


However, the Council may consider counterparties from outside the 
United Kingdom providing the country has a sovereign credit rating 
of AAA.   


  


 


 


 







8.4 Investment Strategy 


In-house funds. Investments will be made with reference to the 
core balance and cash flow requirements and the outlook for short-
term interest rates (i.e. rates for investments up to 12 months).    


Investment returns expectations.  Bank Rate is forecast to remain 
unchanged at  0.5% before starting to rise from quarter 4 of 2015. 
Bank Rate forecasts for financial year ends (March) are:  


 2015/16    0.75% 


 2016/17    1.25% 


 2017/18    2.00% 


There are downside risks to these forecasts (i.e. start of increases in 
Bank Rate occurs later) if economic growth weakens. However, 
should the pace of growth quicken, there could be an upside risk.  


The suggested budgeted investment earnings rates for returns on 
investments placed for periods up to 100 days during each financial 
year for the next four years are as follows:  


2015/16  0.60%   


2016/17  1.25%   


2017/18  1.75%   


2018/19  2.25% 


 


Investment treasury indicator and limit - total principal funds 
invested for greater than 364 days. These limits are set with regard 
to the Council’s liquidity requirements and to reduce the need for 
early sale of an investment, and are based on the availability of 
funds after each year-end. 


The Council is asked to approve the treasury indicator and limit: - 


 


Maximum principal sums invested > 364 days 


£m 2015/16 2016/17 2017/18 


Principal sums invested > 
364 days 


£1m £1m £1m 


 


For its cash flow generated balances, the Council will seek to utilise 
its instant access and notice accounts, money market funds and 
short-dated deposits (overnight to 100 days), in order to benefit from 
the compounding of interest.   


 


 







8.5 Investment risk benchmarking. The Chief Financial Officer will 
monitor the current and trend position of the treasury function and 
amend the operational strategy to manage risk, as interest rates and 
counterparty conditions change. Performance results will be reported 
through the Quarterly Performance and Financial Management, Mid-
Year and Annual Treasury reports to Executive. 


 


 
9. RESOURCE IMPLICATIONS 
  
 As detailed in the report. 
 
 
10. EQUALITY and HUMAN RIGHTS 
 
 An EINA has not been completed as the purpose of this report is to 
 present the Council’s financial position only. 
  


11. STATEMENT OF INTERNAL ADVICE 


The author (below) confirms that advice has been taken from all 
appropriate Councillors and Officers. 


12. STATEMENT OF CONFIDENTIALITY 
 


This report contains no confidential information under the provisions of 
Schedule 12A of 1972 Act. 
 


13. BACKGROUND PAPERS 
 
 The background papers are available for inspection and will be kept by 


the author of the report. 
 


Executive Member: Councillor Brian Greenslade 


Author: Jon Triggs, Head of Financial Services  


Date: 20th January 2015   
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APPENDIX 1: Interest Rate Forecast 2015/2018 


 
Capita Asset Services Interest Rate View


M ar-15 Jun-15 Sep-15 Dec-15 M ar-16 Jun-16 Sep-16 Dec-16 M ar-17 Jun-17 Sep-17 Dec-17 M ar-18


Bank Rate View 0.50% 0.50% 0.50% 0.75% 0.75% 1.00% 1.00% 1.25% 1.25% 1.50% 1.75% 1.75% 2.00%


3 M onth LIBID 0.50% 0.50% 0.60% 0.80% 0.90% 1.10% 1.10% 1.30% 1.40% 1.50% 1.80% 1.90% 2.10%


6 M onth LIBID 0.70% 0.70% 0.80% 1.00% 1.10% 1.20% 1.30% 1.50% 1.60% 1.70% 2.00% 2.10% 2.30%


12 M onth LIBID 0.90% 1.00% 1.10% 1.30% 1.40% 1.50% 1.60% 1.80% 1.90% 2.00% 2.30% 2.40% 2.60%


5yr PW LB Rate 2.20% 2.20% 2.30% 2.50% 2.60% 2.80% 2.90% 3.00% 3.20% 3.30% 3.40% 3.50% 3.60%


10yr PW LB Rate 2.80% 2.80% 3.00% 3.20% 3.30% 3.50% 3.60% 3.70% 3.80% 3.90% 4.00% 4.10% 4.20%


25yr PW LB Rate 3.40% 3.50% 3.70% 3.80% 4.00% 4.20% 4.30% 4.40% 4.50% 4.60% 4.70% 4.70% 4.80%


50yr PW LB Rate 3.40% 3.50% 3.70% 3.80% 4.00% 4.20% 4.30% 4.40% 4.50% 4.60% 4.70% 4.70% 4.80%


Bank Rate


Capita Asset Services 0.50% 0.50% 0.50% 0.75% 0.75% 1.00% 1.00% 1.25% 1.25% 1.50% 1.75% 1.75% 2.00%


Capital Econom ics 0.50% 0.50% 0.75% 0.75% 1.00% 1.00% 1.25% 1.25% - - - - -


5yr PW LB Rate


Capita Asset Services 2.20% 2.20% 2.30% 2.50% 2.60% 2.80% 2.90% 3.00% 3.20% 3.30% 3.40% 3.50% 3.60%


Capital Econom ics 2.20% 2.50% 2.70% 3.00% 3.10% 3.20% 3.30% 3.40% - - - - -


10yr PW LB Rate


Capita Asset Services 2.80% 2.80% 3.00% 3.20% 3.30% 3.50% 3.60% 3.70% 3.80% 3.90% 4.00% 4.10% 4.20%


Capital Econom ics 2.80% 3.05% 3.30% 3.55% 3.60% 3.65% 3.70% 3.80% - - - - -


25yr PW LB Rate


Capita Asset Services 3.40% 3.50% 3.70% 3.80% 4.00% 4.20% 4.30% 4.40% 4.50% 4.60% 4.70% 4.70% 4.80%


Capital Econom ics 3.25% 3.45% 3.65% 3.85% 3.95% 4.05% 4.15% 4.25% - - - - -


50yr PW LB Rate


Capita Asset Services 3.40% 3.50% 3.70% 3.80% 4.00% 4.20% 4.30% 4.40% 4.50% 4.60% 4.70% 4.70% 4.80%


Capital Econom ics 3.30% 3.50% 3.70% 3.90% 4.00% 4.10% 4.20% 4.30% - - - - -


Please note – The current PWLB rates and forecast shown above have taken into account the 20 basis point certainty rate reduction effective as of the 1st 


November 2012 







APPENDIX 2: Economic Background 


 


UK.  After strong UK GDP growth in 2013 at an annual rate of 2.7%, and then in 2014 
0.7% in Q1, 0.9% in Q2 2014 (annual rate 3.2% in Q2), Q3 has seen growth fall back 
to 0.7% in the quarter and to an annual rate of 2.6%.  It therefore appears that growth 
has eased since the surge in the first half of 2014 leading to a downward revision of 
forecasts for 2015 and 2016, albeit that growth will still remain strong by UK standards.  
For this recovery to become more balanced and sustainable in the longer term, the 
recovery needs to move away from dependence on consumer expenditure and the 
housing market to exporting, and particularly of manufactured goods, both of which 
need to substantially improve on their recent lacklustre performance.  This overall 
strong growth has resulted in unemployment falling much faster than expected. The 
MPC is now focusing on how quickly slack in the economy is being used up. It is also 
particularly concerned that the squeeze on the disposable incomes of consumers 
should be reversed by wage inflation rising back significantly above the level of 
inflation in order to ensure that the recovery will be sustainable.  There also needs to 
be a major improvement in labour productivity, which has languished at dismal levels 
since 2008, to support increases in pay rates.  Unemployment is expected to keep on 
its downward trend and this is likely to eventually feed through into a return to 
significant increases in wage growth at some point during the next three years.  
However, just how much those future increases in pay rates will counteract the 
depressive effect of increases in Bank Rate on consumer confidence, the rate of 
growth in consumer expenditure and the buoyancy of the housing market, are areas 
that will need to be kept under regular review. 


 


Also encouraging has been the sharp fall in inflation (CPI), reaching 1.0% in 
November 2014, the lowest rate since September 2002.  Forward indications are that 
inflation is likely to remain around or under 1% for the best part of a year.  The return 
to strong growth has helped lower forecasts for the increase in Government debt over 
the last year but monthly public sector deficit figures during 2014 have disappointed 
until November.  The autumn statement, therefore, had to revise the speed with which 
the deficit is forecast to be eliminated. 


 


Eurozone (EZ).  The Eurozone is facing an increasing threat from weak or negative 
growth and from deflation.  In November 2014, the inflation rate fell further, to reach a 
low of 0.3%.  However, this is an average for all EZ countries and includes some 
countries with negative rates of inflation.  Accordingly, the ECB took some rather 
limited action in June and September 2014 to loosen monetary policy in order to 
promote growth.  It now appears likely that the ECB will embark on full quantitative 
easing (purchase of EZ country sovereign debt) in early 2015.  


Concern in financial markets for the Eurozone subsided considerably after the 
prolonged crisis during 2011-2013.  However, sovereign debt difficulties have not gone 
away and major issues could return in respect of any countries that do not dynamically 
address fundamental issues of low growth, international uncompetitiveness and the 
need for overdue reforms of the economy, (as Ireland has done).  It is, therefore, 
possible over the next few years that levels of government debt to GDP ratios could 







continue to rise for some countries. This could mean that sovereign debt concerns 
have not disappeared but, rather, have only been postponed. The ECB’s pledge in 
2012 to buy unlimited amounts of bonds of countries which ask for a bailout has 
provided heavily indebted countries with a strong defence against market forces.  This 
has bought them time to make progress with their economies to return to growth or to 
reduce the degree of recession.  However, debt to GDP ratios (2013 figures) of 
Greece 180%, Italy 133%, Portugal 129%, Ireland 124% and Cyprus 112%, remain a 
cause of concern, especially as some of these countries are experiencing continuing 
rates of increase in debt in excess of their rate of economic growth i.e. these debt 
ratios are likely to continue to deteriorate.  Any sharp downturn in economic growth 
would make these countries particularly vulnerable to a new bout of sovereign debt 
crisis.  It should also be noted that Italy has the third biggest debt mountain in the 
world behind Japan and the US.   


Greece:  the general election due to take place on 25 January 2015 is likely to bring a 
political party to power which is anti EU and anti austerity.  However, if this eventually 
results in Greece leaving the Euro, it is unlikely that this will directly destabilise the 
Eurozone as the EU has put in place adequate firewalls to contain the immediate 
fallout to just Greece.  However, the indirect effects of the likely strengthening of anti 
EU and anti austerity political parties throughout the EU is much more difficult to 
quantify.  There are particular concerns as to whether democratically elected 
governments will lose the support of electorates suffering under EZ imposed austerity 
programmes, especially in countries which have high unemployment rates.  There are 
also major concerns as to whether the governments of France and Italy will effectively 
implement austerity programmes and undertake overdue reforms to improve national 
competitiveness. These countries already have political parties with major electoral 
support for anti EU and anti austerity policies.  Any loss of market confidence in either 
of the two largest Eurozone economies after Germany would present a huge challenge 
to the resources of the ECB to defend their debt. 


USA.  The U.S. Federal Reserve ended its monthly asset purchases in October 2014. 
GDP growth rates (annualised) for Q2 and Q3 of 4.6% and 5.0% have been stunning 
and hold great promise for strong growth going forward.  It is therefore confidently 
forecast that the first increase in the Fed. rate will occur by the middle of 2015.    


China.  Government action in 2014 to stimulate the economy appeared to be putting 
the target of 7.5% growth within achievable reach but recent data has indicated a 
marginally lower outturn for 2014, which would be the lowest rate of growth for many 
years. There are also concerns that the Chinese leadership has only started to 
address an unbalanced economy which is heavily over dependent on new investment 
expenditure, and for a potential bubble in the property sector to burst, as it did in 
Japan in the 1990s, with its consequent impact on the financial health of the banking 
sector. There are also concerns around the potential size, and dubious 
creditworthiness, of some bank lending to local government organisations and major 
corporates. This primarily occurred during the government promoted expansion of 
credit, which was aimed at protecting the overall rate of growth in the economy after 
the Lehmans crisis. 


Japan.   Japan is causing considerable concern as the increase in sales tax in April 
2014 has suppressed consumer expenditure and growth to the extent that it has 







slipped back into recession in Q2 and Q3.  The Japanese government already has the 
highest debt to GDP ratio in the world. 


 


CAPITA ASSET SERVICES FORWARD VIEW  


Economic forecasting remains difficult with so many external influences weighing on 
the UK. Our Bank Rate forecasts, (and also MPC decisions), will be liable to further 
amendment depending on how economic data transpires over 2015. Forecasts for 
average earnings beyond the three year time horizon will be heavily dependent on 
economic and political developments. Major volatility in bond yields is likely to endure 
as investor fears and confidence ebb and flow between favouring more risky assets 
i.e. equities, or the safe haven of bonds.  


The overall longer run trend is for gilt yields and PWLB rates to rise, due to the high 
volume of gilt issuance in the UK, and of bond issuance in other major western 
countries.  Increasing investor confidence in eventual world economic recovery is also 
likely to compound this effect as recovery will encourage investors to switch from 
bonds to equities.   


The overall balance of risks to economic recovery in the UK is currently evenly 
balanced. Only time will tell just how long this current period of strong economic 
growth will last; it also remains exposed to vulnerabilities in a number of key areas. 


The interest rate forecasts in this report are based on an initial assumption that there 
will not be a major resurgence of the EZ debt crisis.  There is an increased risk that 
Greece could end up leaving the Euro but if this happens, the EZ now has sufficient 
fire walls in place that a Greek exit would have little immediate direct impact on the 
rest of the EZ and the Euro.  It is therefore expected that there will be an overall 
managed, albeit painful and tortuous, resolution of any EZ debt crisis that may occur 
where EZ institutions and governments eventually do what is necessary - but only 
when all else has been tried and failed. Under this assumed scenario, growth within 
the EZ will be weak at best for the next couple of years with some EZ countries 
experiencing low or negative growth, which will, over that time period, see an increase 
in total government debt to GDP ratios.  There is a significant danger that these ratios 
could rise to the point where markets lose confidence in the financial viability of one, or 
more, countries, especially if growth disappoints and / or efforts to reduce government 
deficits fail to deliver the necessary reductions. However, it is impossible to forecast 
whether any individual country will lose such confidence, or when, and so precipitate a 
sharp resurgence of the EZ debt crisis.  While the ECB has adequate resources to 
manage a debt crisis in a small EZ country, if one, or more, of the larger countries 
were to experience a major crisis of market confidence, this would present a serious 
challenge to the ECB and to EZ politicians. 


 Downside risks to current forecasts for UK gilt yields and PWLB rates currently 
include:  







 Geopolitical risks in Eastern Europe, the Middle East and Asia, increasing safe 


haven flows.  


 UK strong economic growth is weaker than we currently anticipate.  


 Weak growth or recession in the UK’s main trading partners - the EU, US and 


China.  


 A resurgence of the Eurozone sovereign debt crisis. 


 Recapitalisation of European banks requiring more government financial support. 


 Monetary policy action failing to stimulate sustainable growth and to combat the 


threat of deflation in western economies, especially the Eurozone and Japan. 


 


The potential for upside risks to current forecasts for UK gilt yields and PWLB rates, 
especially for longer term PWLB rates include: - 


 An adverse reaction by financial markets to the result of the UK general election in 


May 2015 and the economic and debt management policies adopted by the new 


government 


 ECB either failing to carry through on recent statements that it will soon start 


quantitative easing (purchase of government debt) or severely disappointing 


financial markets with embarking on only a token programme of minimal 


purchases which are unlikely to have much impact, if any, on stimulating growth 


in the EZ.   


 The commencement by the US Federal Reserve of increases in the central rate in 


2015 causing a fundamental reassessment by investors of the relative risks of 


holding bonds as opposed to equities, leading to a sudden flight from bonds to 


equities. 


 A surge in investor confidence that a return to robust world economic growth is 


imminent, causing a flow of funds out of bonds into equities. 


 UK inflation returning to significantly higher levels than in the wider EU and US, 


causing an increase in the inflation premium inherent to gilt yields. 


 


 


 


 







APPENDIX 3: Treasury Management Practice (TMP1) – Credit and 
counterparty risk management  


SPECIFIED INVESTMENTS: All such investments will be sterling denominated, with 
maturities up to maximum of 1 year, meeting the minimum ‘high’ quality criteria where 
applicable. 


 


NON-SPECIFIED INVESTMENTS: These are any investments which do not meet the 
specified investment criteria and are therefore of greater potential risk. The Council will 
consider using this category only for investments that would come under Specified, 
except that they are greater than for 364 days period. 


 


A variety of investment instruments will be used, subject to the credit quality of the 
institution, and depending on the type of investment made it will fall into one of the above 
categories. 


 


The criteria, time limits and monetary limits applying to institutions or investment vehicles 
are: 


 


Organisation 
Minimum credit criteria / 
colour band 


£ Limit per 
institution 


Max 
maturity 
period 


Debt 
Management 
Account Deposit 
Facilities  - UK 
Government  


 


N/A 
Unlimited 


 


6 
months 


 


UK Government 
Gilts 


 


UK sovereign rating 


 


 


£1m 


£2m 


 


2 years 


1 year  


UK Government 
Treasury Bills 


UK sovereign rating £2m 1 year 


Bonds issued by 
multilateral 
development 
banks 


UK sovereign rating 


 


 


 


£2m 


 


 


6 mths 


 


Money Market 
Funds 


AAA Unlimited Liquid 







Local Authorities N/A £2m 1 year 


Term deposit 
with Banks and 
Building 
Societies 


 


Purple + 


Blue only 


Green + 


£1m 


£4m 


£3m 


2 years 


1 year 


1 year 


CDs or corporate 
bonds with banks 
and building 
societies 


Green + £2m 1 year 


Collective 
Investment 
schemes (e.g. 
bond funds) 


Minimum credit criteria 
for the fund AA-  


 


 


 


£2m 


 


 


1 year 


Gilt funds UK sovereign rating  £2m 1 year 


Enhanced money 
market funds 
with a credit 
score of 1.25 


Dark Pink / AAA 


 


£2m 


 


Liquid 


Enhanced money 
market funds 
with a credit 
score of 1.5 


Light Pink / AAA 


 


£2m 


 


Liquid 


 


(+) Above the minimum colour band given. The colour band will place its own maturity 
limit on the investment so only the maximum maturity period is given. 


 


No limit will be set on placing funds with the Council’s own bank due to the volatility / 
fluctuations in day to day cash flows.  


 


 


 


 


 


 







APPENDIX 4: Treasury Management Practice (TMP5) – Organisation, 
clarity and segregation of responsibilities, and dealing 
arrangements 


 


Please note that the following TMP has been amended to remove reference to the 
‘Finance Manager’ Post only. This reflects the change in management structure within 
Financial Services. 


Allocation of responsibilities 


 


(i)  Full council 


 receiving and reviewing reports on treasury management policies, practices 
and activities 


 approval of annual strategy. 


 


(ii) Executive 


 approval of amendments to the organisation’s adopted clauses, treasury 
management policy statement and treasury management practices 


 budget consideration and approval 


 approval of the division of responsibilities 


 receiving and reviewing regular monitoring reports and acting on 
recommendations 


 approving the selection of external service providers and agreeing terms of 
appointment.      


 


(iii) Overview & Scrutiny  


 reviewing the treasury management policy and procedures and making 
recommendations to the responsible body. 


 


Principles and Practices Concerning Segregation of Duties 


 The following duties must be undertaken by separate officers: - 


Dealing  


 


Negotiation and approval of deal. 


Receipt and checking of brokers 
confirmation note against loans diary. 


Reconciliation of cash control account. 


Bank reconciliation 


Accounting Entry Production of transfer note. 


Processing of accounting entry 


2nd Authorisation/Payment of 
Deal 


Entry onto system. 


Approval and payment. 







Treasury Management Organisation Chart 


 


  Chief Finance 
Officer (Head 
of Finance) 


  


              I   


  Assistant 
Manager 


(Technical) 


  


     


     


 


Statement of the treasury management duties/responsibilities of each 
treasury post 


 


The Chief Finance Officer  


The Chief Finance Officer is the person charged with professional responsibility for 
the treasury management function. This person will carry out the following duties: - 


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


b) submitting regular treasury management policy reports 
c) submitting budgets and budget variations 
d) receiving and reviewing management information reports 
e) reviewing the performance of the treasury management function 
f) ensuring the adequacy of treasury management resources and skills, and 


the effective division of responsibilities within the treasury management 
function 


g) ensuring the adequacy of internal audit, and liaising with external audit 
h) recommending the appointment of external service providers. 


i) The Chief Finance Officer has delegated powers through this policy to take 
the most appropriate form of borrowing from the approved sources, and to 
make the most appropriate form of investments in approved instruments. 


j) The Chief Finance Officer may delegate his power to borrow and invest to 
members of his staff. Approved dealing Officers will conduct all dealing 
transactions, or staff authorised by the Chief Finance Officer to act as 
temporary cover for leave/sickness.  All transactions must be authorised by 
at least two of the named officers above. 


k) The Chief Finance Officer will ensure that Treasury Management Policy is 
adhered to, and if not will bring the matter to the attention of elected 
members as soon as possible.  


l) Prior to entering into any capital financing, lending or investment 
transaction, it is the responsibility of the responsible officer to be satisfied, 
by reference to the Council’s legal department and external advisors as 







appropriate, that the proposed transaction does not breach any statute, 
external regulation or the Council’s Financial Regulations 


m) It is also the responsibility of the Chief Finance Officer to ensure that the 
Council complies with the requirements of The Non Investment Products 
Code (formerly known as The London Code of Conduct) for principals and 
broking firms in the wholesale markets. 


n) supervising treasury management staff 


o) monitoring overall treasury performance  


 


 


Assistant Manager (Technical) 


The responsibilities of this post will be: 


a) execution of transactions 
b) adherence to agreed policies and practices on a day-to-day basis 
c) maintaining relationships with counterparties and external service providers 
d) submitting management information reports to the Chief Finance Officer 
e) identifying and recommending opportunities for improved practices 
f) monitoring performance on a day-to-day basis 


 


The Head of the Paid Service – the Chief Executive 


The responsibilities of this post will be: - 


a) ensuring that the system is specified and implemented 
b) ensuring that the Chief Finance Officer reports regularly to the full Council / 


Executive / Overview & Scrutiny on treasury policy, activity and 
performance. 


 


The Monitoring Officer – the Head of Legal Services  


 The responsibilities of this post will be: - 


a) ensuring compliance by the responsible officer with the treasury 
management policy statement and treasury management practices and that 
they comply with the law. 


b) being satisfied that any proposal to vary treasury policy or practice 
complies with law or any code of practice. 


c) giving advice to the responsible officer when advice is sought. 


 


Internal Audit 


 The responsibilities of Internal Audit will be: - 


a) reviewing compliance with approved policy and treasury management 
practices. 


b) reviewing division of duties and operational practice. 
c) assessing value for money from treasury activities. 
d) undertaking probity audit of treasury function. 







Absence Cover Arrangements 


The Chief Finance Officer may delegate his power to borrow and invest to 
members of his staff to act as temporary cover for leave/sickness.  All transactions 
must be authorised by at least two authorised signatories.  


Dealing Limits 


The following posts are authorised to deal: -  


 Chief Executive 


 Chief Finance Officer 


 Assistant Manager (Technical) 


 Officers acting under delegated powers of Chief Finance Officer.  


There are no dealing limits for individual posts 


 


List of Approved Brokers 


A list of approved brokers is maintained within the Treasury Team and a record of 
all transactions recorded against them.  See TMP 11 


 


Policy on Brokers’ Services 


It is this Council’s policy to rotate business between brokers. 


 


Policy on Taping of Conversations 


It is not this Council’s policy to tape brokers conversations 


 


Direct Dealing Practices 


The Council will consider dealing direct with counterparties if it is appropriate and 
the Council believes that better terms will be available. There are certain types of 
accounts and facilities, however, where direct dealing is required, as follows; 


 Business Reserve Accounts: 
 Call Accounts: 
 Money Market Funds. 


 


Settlement Transmission Procedures 


Settlement will be made via CHAPS requiring approval by two authorised 
signatories. These payment will be made through the Natwest Bank-line system 
and must be completed by 2.00 pm on the same day. 


 


Documentation Requirements 


 For each deal undertaken a record should be prepared giving details of dealer, 
amount, period, counterparty, interest rate, dealing date, payment date(s), broker.   
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North Devon District Council 


Development of a Health and Housing Strategy 
Overview & Scrutiny 


Jeremy Mann; Head of Service, Environmental Health & Housing 


February 2015  







What have we achieved so far? 


Commissioned a strategic needs’ assessment. 


 


Overview and Scrutiny task team challenge of the findings.  June 


2014. 


 


Consulted with key stakeholders via Northern Devon Health and 


Wellbeing Forum. 


 


Northern Devon Homelessness Forum. 







Our key challenges  


Theme Elements 


 


Growth of the private rented sector  Poor housing conditions 


 Poor management 


 Low incomes 


 Insecure tenancies 


 


An increase in the number of 


households who are at risk of 


becoming homeless 


 Vulnerable groups 


 An increase in individuals 


with multiple or complex 


needs 


 







Theme Elements 


Low incomes and affordability  Fall in home ownership 


 Increase number on 


housing benefits 


 


Ageing population  Increasing care needs 


 Demand for adaptations/or 


specialist accommodation 


 Isolation 


Our key challenges - continued 







Our key challenges - continued 


Theme Elements 


 


Shortage of affordable homes  Overcrowding 


 Displacement in the PRS 


 


Informal expansion of the stock  Poor conditions in the 


PRS 


 


Persistent poor housing 


conditions 


 


 Fuel poverty/excess cold 







Our key challenges - continued 


Theme Elements 


Poor health outcomes related to 


housing 


 Health inequalities 


 Falls 


 Mental health 


 


An ongoing need to increase 


the cost-effectiveness of our 


services 


 Gov. programme of austerity and 


savings 


 Opportunity to save money by 


changing how we deliver services, 


by entering into new partnerships 


and by securing new funding 


streams 


 







How have we responded to these findings? 


1. Our resource and intervention deficit with reference to private 


sector housing has been brought to the attention of the 


Executive. 


2. 3x projects have been commissioned to improve the cost-


effectiveness of the service. 


(i) Introduction of a deposit guarantee scheme (£30-50 K yr-1). 


(ii) Use of ‘hostel’ type accommodation for homeless 


households (approx. £100 K yr-1). 


 


(iii) DCLG funding bid to support the victims of domestic abuse 


(with TDC, to the sum of £200K). 







3. Undertaken a project to evidence the savings we could deliver to 


the NHS through our housing activity in ND. 


 


4. Responded to the CCG’s ‘Care Closer to Home’ consultation. 


 


5. Identified a potential model for prioritising our needs. 


 







A key policy tension: 


 The duty to respond to those in crisis, the homeless and those 


with complex and multiple needs. 


 


 The ambition and appropriateness of supporting a range of 


people with different needs from the most vulnerable, to those at 


the margins of the market who provide a vital role in the 


economy and contribute to the community’s well being as a 


whole. 







What do we intend to do from here? 


‘Make the case’ to the CCG by talking their language! 
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NORTH DEVON COUNCIL 


 


REPORT TO: EXECUTIVE 


Date: 3 February 2015 


TOPIC: REVENUE BUDGET 2015-16 AND CAPITAL 
PROGRAMME 2014-15 TO 2017-18 


REPORT BY: CHIEF FINANCIAL OFFICER 


 


1. INTRODUCTION 


1.1 This report notes the latest forecast position in the Performance and Financial 
Management Quarter 3 of 2014-15 reported separately on the agenda and the 
draft Budget for 2015-16.  These figures will be the basis of the 
recommendation to Council on 25 February 2015 when the Council Tax levels 
for 2015-16 will be approved.  


 


1.2 The Council has a legal duty to prepare a balanced budget and in order to 
achieve this position a number of pressures have been identified and 
assumptions made throughout the preparation process.  Members are minded 
to consider whether to implement or amend these whilst taking into account 
the implications on the Council’s overall financial position and proposed freeze 
in Council Tax for 2015-16 year. 


 


1.3 The Council’s Corporate Plan 2011-2015 was updated by the Executive in 
September 2013.  In taking decisions on the budget and Council Tax, 
Members will be mindful of the corporate priorities as set out in the Plan, these 
being: 


 To ensure that North Devon Council remains a viable and effective local authority 
into the future.  


 To achieve a balanced budget with adequate reserves and balances in place while 
continuing to provide good and cost effective services to the community within the 
financial envelope available.  


 To continue to develop joint working with partners to share costs and achieve 
capacity.  


 To promote and support the economy of North Devon and its natural environment  


 Expand the Corporate Plan to 2015/16 by adding a supplementary statement to 
recognise the key importance of Barnstaple to the economic well being of the 
District.  


 Working closely with people and communities to plan the future use of our land 
and building over the next 20 years in a way that protects our environment yet 
produces the homes and jobs we need. 







1.4 A significant theme running through the Corporate Plan is the need to achieve 
substantial savings within the Council’s Budgets.  Sitting alongside and 
supporting the Corporate Plan is the Council’s Medium Term Financial 
Strategy (MTFS) which was approved by Executive in November 2014. 


1.5  It is however pleasing to report that the Council has a good track record of 
delivering efficiencies and savings and is in good financial shape to meet this 
challenge.  


 


2. RECOMMENDATIONS 


2.1 The Executive: 


2.1.1 Note the latest forecast for Budget 2014-15 and the proposed 
contributions to earmarked reserves. 


2.1.2 Note the Chief Financial Officer’s assurance on the adequacy of the 
reserves and the robustness of the budget in paragraph 5.1.4.6. 


2.1.3 Note the Chief Financial Officer’s highlighted areas of risk identified within 
the budget process set out in paragraph 5.1.4.7 and section 5.3. 


2.1.4 Subject to approval of 2.2.3 below, that funds are released for the capital 
schemes listed in section 5.2.2 


 


2.2 Recommend to Council: 


2.2.1 That there be no increase in the level of Council Tax charged by North 
Devon Council for 2015-16 and therefore accepting the Government 
Freeze Grant of £0.059m. 


2.2.2 The actions identified in sections 5.1.2 to 5.1.5, which are required to 
ensure a balanced budget is achieved and therefore recommend to 
Council the approval of 2015-16 General Revenue Account Budget. 


2.2.3 The Capital Programme 2014-15 to 2017-18 as highlighted in section 5.2 
be approved. 


2.2.4 That Members note that most charges for 2015-16, including car park 
charges are frozen at their 2014-15 levels. 


 


3. REASONS FOR RECOMMENDATIONS 


3.1 The 2014-15 latest forecast is reported to ensure Executive maintain 
budgetary control for the rest of the financial year. 


3.2 To ensure Executive has assurance on the financial standing of the Council 
and risks associated with the budgetary framework. 


3.3 Decisions on the level of Council Tax need to be taken by Executive as part 
of recommending next year’s budgetary framework for adoption by Council. 


3.4 To ensure Executive have a savings plan in place to deliver the long-term 
financial strategy of the Council.  







3.5 To ensure Executive control the performance improvement activities of the 
Council. 


3.6 To ensure that future capital investment is available and targeted to the 
Council’s priorities. 


 


4. CONSTITUTIONAL CONTEXT 


Article and paragraph Appendix and 
paragraph 


Referred or delegated 
power? 


A key 
decision? 


In the Forward 
Plan? 


Article 4.1(b) Appendix 4 
Paragraph 2 


Executive delegated to 
formulate Budget 


Yes Yes 


Article 7.12  Executive delegated 
duty to continuously 
improve by adopting 
corporate priorities  


Yes Yes 


5. REPORT 
 


5.1 Revenue Budget 
 


5.1.1 Quarter 3 Forecast 2014-15 
 


5.1.1.1 The Performance and Financial Management Quarter 3 of 2014-15 
is also reported on the agenda.  The current forecast is that the 
Council has a net budget surplus of £0.085m against it budget. 
 


5.1.1.2 The effect of ongoing Government funding cuts is continuing to put 
enormous pressure on balancing future year budgets.  Due to 
prudent budget management we are currently reporting a net 
budget surplus in this year and have recommended placing 
£0.218m into an earmarked reserve in 2014/15 to help bridge the 
funding gap being faced in 2015/16 year.  Taking into account the 
above mentioned reserve contribution we are still reporting a net 
budget surplus of £0.085m for 2014/15 financial year. 


 


5.1.1.3 The original budget of £11.688m included £1.143m of savings 
identified through Heads of Service.  As at 31 December 2014 we 
are forecasting to achieve at least £0.822m (72%) of these 
savings.  One element of the savings plans was driven by the 
acquisition of new Kerbside recycling vehicles and changes to 
service delivery; these plans were impacted due to timing delays of 
the vehicles being delivered later than anticipated and the 2014-15 
forecast figures take this impact into account. 


 


5.1.1.4 The Business Rate retention scheme was introduced in April 2013 
which sees Billing authorities receive a ‘baseline’ funding but in 







addition they are exposed to the risks and rewards of retaining a 
proportion of the income collected.  This exposure is mitigated by 
participation in the Devon-wide pool.  Last year we achieved 
additional income of £0.320m and initial projections this year 
2014/15 are indicating a net gain of £0.583m.  As these figures can 
fluctuate during the year, at this stage we have prudently assumed 
a lower additional income figure of £0.400m for 2014-15. 
 


5.1.1.5 The recommended level of general fund balance is 5%-10% of the 
council’s net revenue budget (£0.584m to £1.169m).  The forecast 
general fund reserve at 31 March 2015 is £1.008m, which is a level 
of 8.6%. 


 
5.1.2 Budget 2015-16 


 
5.1.2.1 Preparation of the 2015-16 Budget began in the autumn of 2014 in 


order to consider the cost of known budgetary pressures and 
provide opportunity to consider the impact of proposed reductions. 
 


5.1.2.2 The Government’s last full Comprehensive Spending Review 
(CSR10) took place in 2010, which Local Government faced 
funding reductions nationally of some 28% over the period to 2015-
16.  A subsequent review in June 2013 introduced extending 
further cuts for Government Departments into 2015-16 with Local 
Government facing a further reduction of 10%.  North Devon 
Council’s provisional funding for 2015-16 is actually a 14% 
reduction. 
 


5.1.2.3 During the four years to 2014-15 the Council has reduced its net 
budget by £3.3m.  Whilst this has been achieved without significant 
detriment to service provision it should be noted that the Council is 
now operating with some 75 fewer staff than it had 4 years ago, a 
reduction in the workforce of 15%. 
 


5.1.2.4 In addition to the above £3.3m net budget reduction, the Medium 
Term Financial Strategy (MTFS) indicated a forecast budget gap of 
just over £1m for the following two years 2015-16 and 2016-17. 
 


5.1.2.5 Deliverable savings plans to meet the challenging budget 
reductions were factored into the updated financial strategy to 
deliver a forecast balanced budget for the above period, which was 
approved by Executive in November 2014. 


 
5.1.2.6 Provisional government funding for North Devon has been 


provisionally allocated at £4.931m, which is £0.810m (14%) less 
than 2014-15 year.  The Council has submitted a response to the 
settlement consultation in that the level of funding North Devon 
receives as a rural authority remains inadequate in the context of 
the gap of overall funding between urban and rural authorities.  







The final announcement on the level of grant we receive is in 
February 2015. 


 


5.1.2.7 A summary of the main budget movements for 2015-16 is as 
follows: 


 


£m £m


Reduction in government funding 0.810


New homes bonus (0.303)


Business rate retention scheme (0.463)


Collection fund (Council Tax) (0.095)


Funding movement (0.051)


Costs of borrowing 0.215


Reduction in vacancy savings 0.150


Net contributions to/(from) reserves 0.077


Other (0.006)


Below the line adjustments 0.436


Employee costs 0.184


Planned staffing changes (already made in 2014-15) (0.213)


Works and Recycling savings (0.286)


Other (0.070)


Service area changes (0.385)


Balanced Budget for 2015-16 0  


The Council’s net budget for 2015-16 is £11.738m; a table 
outlining the summary Budget 2015-16 is attached as Appendix 1. 


 


5.1.3 Budget 2015-16 Funding 
 


5.1.3.1 There are three main sources for the Council to fund its net budget 
of £11.738m; direct government grants, Business rates and income 
collected from Council Tax payers. 
 


5.1.3.2 The level of funding the Council receives for its share of the 
Council Tax bill equates to £5.279m. 


 
5.1.3.3 The main grant received from Central Government is paid via the 


Local Government Finance Settlement mechanism.  North Devon 
has been provisionally allocated £4.931m, which is £0.810m (14%) 
less than the £5.741m allocated for 2014-15.  The final settlement 
is due to be approved by Parliament in February 2015.   


 
5.1.3.4 The balance of funding of £1.528m used to fund the Budget 2015-


16 is as follows: 
 







 New Homes Bonus of £1.007m, which is made up of £0.495m 
for 2011-12 and 2012-13 (ongoing), £0.111m for 2013-14, 
£0.099m for 2014-15 plus an additional £0.302m for 2015-16.  
The grant increases cumulatively and is expected to do so for 6 
years.  New Homes Bonus forms part of the overall funding 
from Central Government and the grant has being used to fund 
the revenue budget; however the 2014-15 allocation of 
£0.099m was set aside into a vehicle reserve to help towards 
the funding of replacing Kerbside Recycling vehicles in 2014-
15. 


 


 Council tax freeze grant, which is payable on the basis that the 
Council does not increase council tax levels.  It is calculated by 
applying the equivalent of what a percentage increase would 
amount to for the Council had it determined to increase council 
tax by that amount.  The grant awarded for 2015-16 equates to 
the value of a 1% increase of £0.058m and has been factored 
into the budgeted funding. 
 


 Business Rate retention growth of £0.463m.  Last year 
(2013/14) we achieved growth above our baseline funding of 
£0.320m.  Initial projections are forecasting a net gain in 
2014/15 of £0.583m and 2015/16 of £0.665m.  Exposure to the 
risks and rewards of the scheme are mitigated by participating 
in the Devon-wide pool.  However, these figures can fluctuate 
depending on how all the Local Authorities within the pool 
perform and we have prudently budgeted for a lower additional 
income figure of £0.463m for 2015-16. 
 


5.1.4 Reserves 
 


5.1.4.1 The Council started 2014-15 with earmarked reserves of £4.412m 
and a General Fund Balance of £1.008m.   
 


5.1.4.2 The Performance and Financial Management Quarter 3 report of 
2014-15, also on the agenda, provides an updated forecast 
position for reserves.  It is currently forecast that the amount held 
in earmarked reserves will reduce to £3.855m and the General 
Fund Balance to remain at £1.008m as at 31 March 2015.  
 


5.1.4.3 Earmarked reserves includes £1.355m which was created at the 
end of 2013/14 year to deal with the timing impacts of the 
Collection Fund (Business Rates) which ensures the revenue 
budget is not unduly affected in the year the taxes are collected.  
Excluding this reserve, the Council’s earmarked reserves are 
forecast to be £2.5m at 31 March 2015 and this level of reserves 
are more than adequate for a council of North Devon’s size. 


 







5.1.4.4 The Budget 2015-16 includes contributions to and (from) specific 
earmarked reserves.  Appendix 1 summarises these reserve 
movements.   
 


5.1.4.5 Appendix 2 details the forecast reserve balances for the period to 
31 March 2016 and it is currently forecast that the amount held in 
earmarked reserves will be £1.996m and the General Fund 
Balance of £1.008m as at 31 March 2016. 


 
5.1.4.6 In compliance with the Local Government Act 2003 the Chief 


Financial Officer assures Members of: 
 


 The robustness of the estimates; and 
 


 The adequacy of the proposed financial reserves 
 


5.1.4.7 The Chief Financial Officer would also like to draw Members’ 
attention to the risks associated with Revenue and Capital budgets 
identified in section 5.3 below. 


 
 


5.1.5 Future Savings 
 


5.1.5.1 Whilst preparing the Budget 2015-16 each Head of Service was 
tasked with preparing service plans covering 2015-16 and beyond.  
These plans have been through Overview and Scrutiny Committee 
in January 2015 and the 2015-16 revenue implications have been 
factored into the budget.  The purpose of these plans is to ensure 
that the Council has a strategic approach to delivering the budget 
reductions expected as a result of the Government’s austerity 
programme. 


 
5.1.5.2 The Council has recently revised its Medium Term Financial 


Strategy and this was approved at Executive in November 2014.  
Savings have been identified of almost £1m to close the budget 
gap in the first two years 2015-16 and 2016-17 and work continues 
to develop options to bridge the funding gap of £0.5m for 2017-18. 


 
5.1.5.3 The Council will continue to work on options to deliver the savings 


necessary to balance the Council’s budget and the above Medium 
Term Financial Strategy will be reviewed again in Autumn 2015. 


 
 
 
 
 
 
 
 
 







5.2 Capital Programme 
 


5.2.1 The Performance and Financial Management Quarter 3 of 2014-15 is also 
reported on the agenda.  This report highlights the latest plans for capital 
investment for the period 2014-15 to 2015-16, which amounts to £8.047m 
and is broken down as follows: 
 


 2014/15 £6.304m 


 2015/16 £1.743m 


 
5.2.2 Further investment of £2.457m has been identified following business 


cases submitted to the Project Appraisal Group, which is broken down 
across the following schemes: 


 


 Disabled Facility Grants    £672,000 


 Ilfracombe Swimming Pool Roof   £75,000 


 Works & Recycling Vehicle Replacements £1,151,000 


 South Molton Car Park    £200,000 


 21:21 Phase II Accommodation   £191,000 


 Office Technology     £143,000 


 Marine Drive Car Park, Ilfracombe  £25,000 
 


5.2.3 It is recommended that the planned investment for Barnstaple Pannier 
Market Screens project (£0.130m) be removed from the current Capital 
Programme as there is further work to be completed before this scheme 
can progress further.  The Council remains committed to developing this 
scheme once a full business case is produced. 
 


5.2.4 The Council has bid for external funding for two projects; a £2m bid to the 
Coastal Communities Fund for the construction of a replica ship, The 
Prudence and a bid to the Heritage Lottery Fund of £0.8m towards 
building an extension and associated improvements to the North Devon 
Museum.  These projects have not been included in the Capital 
Programme at this stage as they are dependant on the success of the 
funding bids. 
 


5.2.5 The Council continues to have many other capital demands made upon it 
many of which are not at this time supported by project business plans 
and accordingly are not funded. 


 
5.2.6 The Council therefore has identified investment needs of £10.374m, which 


it expects to be funded from capital receipts/internal borrowing (£3.239m), 
external grants and contributions (£2.115m) and reserves (£0.783m).  The 
balance will be funded by PWLB borrowing the timing and scale of which 
will be driven by delivery performance and the achievement of funding 
from the other sources mentioned. 
 







5.2.7 Appendix 3 provides an individual project detail of the Capital Programme 
for 2014-15 to 2017-18. 
 


5.2.8 The Council has forecast that these levels of investment can be fully 
funded over the investment period.  However, the timing and realisation of 
capital receipts can be impacted by events beyond the control of the 
Council.   
 


5.2.9 The Council is able to manage its cash flows for these projects through 
internal borrowing and also has authority to borrow from the Public Works 
Loan Board (PWLB) as outlined in the Treasury Management Annual 
Investment Strategy. 


 
5.3 Risk Assessment 


  
5.3.1 Whilst formulating the budget proposals, risks to specific income and 


expenditure budgets were identified.  During the course of the process 
assessments were made in respect of these risks.  In light of the 
information that officers had available appropriate amendments were 
made to the budget forecasts where possible.  Highlighted below are risks 
identified that could yet have a major impact on the Council’s ability to 
achieve the Budget 2015-16. 


 
5.3.2 Government grants – as of today the amount of Government grant 


funding for North Devon has yet to be formally confirmed.  Parliament is 
expected to approve the funding allocated to Local Government in 
February 2015.  The risk to 2015-16 is that it could be approved at 
different levels to that assumed in the Budget 2015-16, although the 
likelihood is unlikely.  The more significant risk is that of 2016-17 onwards 
where we have as yet been provided with no indicative figures. 


 
5.3.3 Income from car parks, sale of recyclable materials, commercial waste 


and investments are key areas of income, which have been detrimentally 
impacted since 2009 as a result of the recession.  Whilst some areas such 
as planning have recovered it remains difficult to predict when stability 
and, or any significant improvement will return to the economy and is 
therefore continues to be a source of major risk to the Council’s Budget 
2015-16.  However, the budget estimates have been set prudently taking 
account of the latest 2014-15 forecast income levels.  


 
5.3.4 Capital receipts – The Council faces two main risks in this area.  The first 


is the fact that the Capital Programme is forecast to be funded from as yet 
unrealised receipts.  The second is the ongoing value of receipts 
generated could be lower due to the economic situation.  Both these 
factors could lead the Council to seek other sources of funding, such as 
increasing external borrowing and therefore add further borrowing costs to 
that already included in the 2015-16 budget. 


 
5.3.5 Savings plans – Service plans have been approved and net savings 


been factored into the 2015-16 budget.  To achieve the full financial 







benefit of the savings identified will require negotiation with supplier, 
partners and other organisations therefore there is a risk that the full 
benefit may not be achieved, or achieved within 2015-16 financial year. 


 
5.3.6 Increase in demand for services – Demand for specific services has 


continued to increase during 2014-15.  Homelessness prevention 
measures in particular have increased.  It is considered that in light of the 
current economic climate and general public sector budget cuts that this 
will continue through 2015-16, which will further impact the Council’s 
budget.  


 
5.3.7 Localisation of council tax support – The new scheme effective from 


April 2013, was originally approved by Council on 28 November 2012.  
The scheme has since been approved for 2015-16  and has been based 
on a cost neutral model, however, changes due to increased take up or 
loss of collection above that forecast would have a direct financial impact 
on the Council and its major preceptors.  The scheme will be reviewed as 
part of the quarterly performance and financial management report. 


 
5.3.8 Business Rates retention – We are now exposed to the risk of lower 


collections, decline on the tax base and successful outstanding appeals.  
However this is mitigated by participating in the Devon-wide pool.  The 
Council is also experiencing growth in Business rates income, which has 
been included in the financial plans. 


 
5.3.9 Welfare reforms – The Government has embarked on significant 


changes to the welfare system, which includes changes to the amounts 
claimants are entitled to, consolidating different forms of benefit and 
payment methodology.  These may generate risks both from increased 
demand for services and more directly on resources of the Council.  There 
are still many aspects of the reform unclear, but the Council will continue 
to monitor progress and analyse the impact on our customers as well as 
the Council itself. 


 


6. RESOURCE IMPLICATIONS 
  
 6.1 Included in the report. 
 
7. STATEMENT OF INTERNAL ADVICE 


7.1 The author (below) confirms that advice has been taken from all appropriate 
Councillors and officers. 


 
8. STATEMENT OF CONFIDENTIALITY 
 


8.1 This report contains no confidential information or exempt information under the 
provisions of Schedule 12A of 1972 Act. 


 







9. BACKGROUND PAPERS 
 


9.1  The background papers are available for inspection and kept by the author of                      
the report. 


 


Executive Member: Councillor Brian Greenslade 


Author: Jon Triggs, Head of Financial Services  Date: 22 January 2015 








Appendix 1


Budget Summary 2015-16


Service Budgets


2014/15                 


£


2015/16                    


£


Chief Executive 3,691,530 2,650,100


Environmental Health and Housing 2,202,390 2,072,380


Financial Services 1,219,990 930,080


Human Resources 0 0


Legal Services 0 1,179,730


Property and Technical Services 1,091,720 1,139,260


Strategic Development and Planning 1,040,710 773,470


Works, Recycling and Operations 4,193,500 4,111,490


Total Service Budgets 13,439,840 12,856,510


Accounting Adjustments


2014/15                 


£


2015/16                    


£


Asset Management Revenue Account -1,632,250 -1,808,560


Vacancy Savings Target -400,000 -250,000


IAS19 Appropriation -205,220 169,140


Accounting Adjustments -2,237,470 -1,889,420


Contributions to / from (-) Reserves


2014/15                 


£


2015/16                    


£


Repairs Fund - Contribution 194,290 194,290


Repairs Fund - Applied -194,290 -194,290


Planning Inquiries Fund - Contribution 94,320 50,000


Planning Inquiries Fund - Applied -68,080 -68,080


General Contingency Reserve 0 20,000


Government Funding Impact Reserve 0 -218,000


Improvement Programme Reserve 0 100,000


Local Plan Fund 25,000 25,000


PCL Vehicles Renewals Fund 98,920 300,000


Outdoor Tennis Surface Replacement 8,680 8,680


Technology Fund 50,000 143,000


All Weather Pitch Reserve 4,110 4,110


Noise Equipment 2,000 2,000


District Elections Reserve 25,000 -50,000


Earmarked Reserves 239,950 316,710


Interest, Levies & Other


2014/15                 


£


2015/16                    


£


Interest Receivable -60,000 -50,000


Costs of Borrowing 135,000 350,000


Levies 3,060 13,040


Council Tax Support - Grant paid to Parishes 167,420 141,640


Interest, Levies & Other 245,480 454,680


Total Budget 11,687,800 11,738,480


Resources and Funding


2014/15                 


£


2015/16                    


£


Revenue Support Grant -3,078,590 -2,216,200


Business Rates Retention -2,663,560 -3,177,140


Council Tax -5,191,350 -5,219,650


Collection Fund Deficit 7,380 -59,570


Specific Grant C Tax Increase -57,000 -58,530


New Homes Bonus - Grant -704,680 -1,007,390


Resources and Funding -11,687,800 -11,738,480


Total Funding -11,687,800 -11,738,480








Property & Technical Services 


Estates 


Our role in valuation 







. 


Estates 


• The Head of Property & Technical Services, 


 Estates Officer & Assistant Estates Officer are all 


 degree level fully qualified General Practice 


 Chartered Surveyors  as well as RICS Registered 


 Valuers 


 
• The Head of Property and Technical Services is 


 also a  qualified Chartered Public Finance 


 Accountant 







Chartered Surveyors are subject to 


a Code of Conduct and Continued 


Professional Development,  which is 


ongoing training monitored by the 


Royal Institution of Chartered 


Surveyors. 







Valuation 


 Formal – very prescriptive using the 


RICS Red Book and for Local Authority 


Accounting Purposes the  CIPFA – 


Chartered Institute of Public Finance 


and Accountancy  Code of Practice on 


Local Authority Accounting – Guidance 


Notes for Practioners. 
 


 







Local Authority Valuations  


 Follow the Red Book and CIPFA Guidance. 


 Essential to ensure the Council can successfully 


close its accounts each year 


 In North Devon we review over 500 assets every year  


for annual accounting purposes 


 We then prepare a full report including a market 


overview and advice on each asset category. 


 Where appropriate we undertake a full review of 


certain asset categories such as car parks, public 


conveniences, shops 







 All our valuations include a full assessment 


of the asset with evidence to justify how we 


have arrived at the values stated 


 







Advantages of valuing the assets in-house 


 We manage our property day to day so know our assets 


well  


 We undertake rent reviews and lease renewals 


 We know the physical condition of our assets and any 


tenant lease issues  


 We have local market knowledge and experience but also 


have contacts with local and national agents 


 We undertake valuations as part of the day job – this is 


cost effective and minimises problems with close down  


 







What do our  external auditors think? 


 The Councils external auditors Grant Thornton, approve our valuation 


procedures, which promote open communication between accountants, 


valuers and the audit team 


 


 They  reported to Audit Committee in September that while a number of 


Councils had struggled with 2014 changes to process the NDC team 


had done an excellent and thorough job and that the model of 


valuations and associated working papers was of a high standard. 


  


 They stated that they would like to see other Council’s adopting a 


similar approach and they have advised other authorities of our work, 


so Torbay Council for example, have asked for information on the 


valuation model we employ. 


 







BUT  


 
sometimes we advise on ‘values’ which are not 


valuations  







When is a ‘value’ not a valuation? 


 When it's a starting point for a negotiation  -  such as 


selling your house  


 


OR 


 


 A guide price for an auction (BBC Homes Website) 


where it’s an indication of the sellers minimum 


expectation (Clive Emson) set relatively low in order 


to entice bidders (PrimeLocation.com) and generate 


competitive bidding in the auction room to ensure the 


best value is achieved (Allsops). 


 


 


 


 







Do we use external valuers? 


Yes –  


We are general practitioners and our professional regulations 


make it clear that we need to ensure we do the best for our 


client so in certain situations we need to instruct specialist 


external valuers to assist us. 


 


For example 


 


 We would engage a specialist surveyor to advise on a food 


store or an agricultural matter.  
 


 


 







Any  


Questions? 








Reserves and Other Funding 2015-16 Appendix 2


Earmarked Reserves


Forecast 


Balance 1st 


April 2015


Transfer to 


Reserves


Transfer from 


Reserves 


(Capital)


Transfer 


from 


Reserves 


(Revenue)


Movement in 


Year


Collection 


Fund transfer


Forecast 


Balance 31st 


March 2016


Grants Reserve 18,223 0 0 18,223


Noise Equipment reserve 4,000 2,000 2,000 0 6,000


Town & Parish Fund 56,263 0 0 56,263


Verity Road Signs Reserve 10,000 0 0 10,000


Beach Signs 2,450 0 0 2,450


Government Funding Impact Reserve 218,000 -218,000 -218,000 0 0


Money Held for Police Reserve 3,104 0 0 3,104


Devon District Councils Joint Working 1,396 0 0 1,396


Devon Improvement Programme Reserve 4,526 0 0 4,526


Local Housing Allowance Reserve 44,269 0 0 44,269


Implementation of Employment & Support 5,544 0 0 5,544


Prevention CLG Grant Reserve 181,795 0 0 181,795


Habitat Directive Reserve 11,270 0 0 11,270


Landscape Character Assessment Reserve 1,047 0 0 1,047


General Contingency 6,618 20,000 20,000 0 26,618


Radio link Reserve 7,332 0 0 7,332


West Down Car Park Reserve 3 0 0 3


Council Tax Support Scheme Reserve 82,571 0 0 82,571


HEAT Reserve 0 0 0 0


Local Authority Mortgage Scheme Reserve 20,144 0 0 20,144


Local Welfare Support reserve 0 0 0 0


Collection Fund Reserve 1,354,763 0 -1,354,763 0


Individual Electoral Registration 16,417 0 0 16,417


HB Welfare Reform Reserve 18,054 0 0 18,054


District Council Election 75,000 -50,000 -50,000 0 25,000


Land Charges Personal Search Reserve 33,506 0 0 33,506


New Homes Bonus Reserve 4,005 -4,005 -4,005 0 0


Museum development fund 5,859 0 0 5,859


All Weather Pitch 30,536 4,110 4,110 0 34,646


Land Charges Earmarked Reserve 97,854 0 0 97,854


Crematorium Earmarked Reserve 428,186 -428,186 -428,186 0 0


Major Sports Grants Fund 10,493 0 0 10,493


Planning Inquiries Fund 106,578 50,000 -68,080 -18,080 0 88,498


Improvement Programme Reserve 37,282 100,000 100,000 0 137,282


Community Consultation 44,392 0 0 44,392


Office Technology Reserve 0 143,000 -143,000 0 0 0


Repairs Fund 7,947 194,290 -194,290 0 0 7,947


Second Homes Council Tax Reserve 125,289 -86,000 -86,000 0 39,289


Village Hall Grants Fund 6,389 0 0 6,389


Lynton Agency Fund 110,770 0 0 110,770


P C Planned Maintenance Fund 272,936 -160,000 -160,000 0 112,936


Local Plans Fund 115,000 25,000 25,000 0 140,000


Vehicle Renewals Fund 0 300,000 300,000 0 300,000


Tarka Tennis Surface replacement 92,951 8,680 8,680 0 101,631


Executive Contingency Reserve 99,578 0 0 99,578


Greensweep Replacement Fund 83,097 0 0 83,097


Earmarked Reserves 3,855,436 847,080 -821,191 -530,370 -504,481 -1,354,763 1,996,192


0 0


General Fund Balance 1,007,954 0 0 0 0 1,007,954


0 0


Total Earmarked Reserves & General 


Fund Balance
4,863,390 847,080 -821,191 -530,370 -504,481 -1,354,763 3,004,146








Capital Programme Appendix 3


Project
Budget 


2014-15


Budget 


2015-16 


Budget 


2016-17


Budget 


2017/18


Economy


Fremington Multi Use Games Area 0 90,000 0 0


Demolition at South Molton Recycle 0 75,000 0 0


South Molton Car Park Extension (Sheep Pens) 30,000 96,126 0 0


North Devon Leisure Centre 52,920 0 0 0


Seven Brethren Car Park 50,000 0 0 0


Ilfracombe Swimming Pool Enhancements 142,280 0 0 0


Ilfracombe Swimming Pool Roof 0 75,000 0 0


Barrier Payments System for B'ple Car Parks 140,000 0 0 0


Total - Economy 415,200 336,126 0 0


Services 


21:21 (Transformation Project) 726,883 0 0 0


Comino Document Management System 0 25,000 0 0


IT Development 10,650 0 0 0


Works Unit Vehicles 851,000 709,000 910,000 91,000


Kerbside Recycling Vehicles 1,530,000 0 0 0


Overflow Car Park BEC 40,000 0 0 0


Barnstaple Bus Station PC 0 175,770 0 0


Total - Services 3,158,533 909,770 910,000 91,000


Housing


Affordable Housing delivery Grant 250,000 0 0 0


Affordable Housing Fund 0 90,000 0 0


Wessex Loan and Grant Scheme 0 56,573 0 0


Disabled Facilities Grant Programme 647,258 672,000 0 0


Grant to NDHs Church Close 10,000 0 0 0


Affordable Housing Ilfracombe Sites Project 227,000 0 0 0


Total - Housing 1,134,258 818,573 0 0


OTHER


Office Technology Fund 114,611 143,000 0 0


Voluntary Registration of Council Assets 700 0 0 0


S106 Contributions 283,598 103,807 0 0


Public Conveniences - Instow 0 60,000 0 0


Fishermans Store Ilfracombe 250,000 250,000 0 0


Repair and Renewal Grant 1,088 0 0 0


Total - Other 649,997 556,807 0 0







Capital Programme Appendix 3


Project
Budget 


2014-15


Budget 


2015-16 


Budget 


2016-17


Budget 


2017/18


Statutory and landlord functions


Planned Maintenance 41,132 0 0 0


South Molton Car Park resurfacing 0 200,000 0 0


Marine Drive Car Park Resurfacing - Ifracombe 0 0 25,000 0


Replacement of Concrete light columns 6,595 0 0 0


Coastal Protection & Shoreline Mgt Plan 1,500 6,988 0 0


Old Quay Head 696,079 10,000 0 0


Museum of North Devon 178,000 0 0 0


Ilfracombe Yacht Club 19,578 0 0 0


Castle Lodge 74,000 0 0 0


Winter Storm repairs - Environment Agency 108,000 0 0 0


Bicclescombe Nursery 12,500 14,499 0 0


Total - Statutory and Landlord Functions 1,137,384 231,487 25,000 0


Total 6,495,372 2,852,763 935,000 91,000 10,374,135





