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CORPORATE RESOURCES DEPARTMENT 
DEMOCRATIC SERVICES 
 
Cabinet Minute Number :-  35 

  

Report Title :- Approval of the Pay Policy Statement 2018/19 

 
The Council is asked to agree the following Cabinet 

recommendation in relation to the report that was considered 
by Cabinet on 6 February 2018 

 
Minute Details:- 
 
The Localism Act 2011 requires local authorities to prepare an annual Pay Policy 
Statement for publication which sets out their policies on: 
 

• the remuneration of its senior executives; 
 
• the remuneration of its lowest-paid employees; and, 
 
• the relationship between: 
 

(i) the remuneration of its senior executives, and 
(ii) the remuneration of the remainder of the workforce. 
 

This report sought approval to a revised Pay Policy Statement for the year 
2018/19 in order to ensure the Council’s compliance with Section 38 of the 
Localism Act 2011. The report also sought approval to formalise the payment of 
on-call allowances. These were required in order to ensure that the Council had 
robust arrangements in place to respond to emergencies out of normal working 
hours. 
 
A proposed Pay Policy Statement had been produced which reflected existing 
arrangements. In view of the fact that, in general, any changes to terms and 
conditions would need to be implemented by collective agreement, by agreement 
with any affected individual, or by the dismissal and re-engagement of the 
relevant employees, it was considered appropriate to maintain current policy at 
this time. The proposals in terms of on-call allowances were necessary to ensure 
that the Council was able to respond out-of-hours to emergency situations. That 
being the case, no other options appeared to be reasonable in the 
circumstances. 
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Recommendations from Cabinet :- 
 
RESOLVED to recommend to the Borough Council that: 
 

1. The call-out allowances as detailed in the report be approved;  
2. The revised Pay Policy Statement for 2018/19 be approved for publication. 

 
 

3 of 111



Member Report 
Approval of Pay Policy Statement 2018/19 
 

Public 
 

To:  
 

Cabinet Date:  6 February 2018 

From: 
 

Corporate Director for Resources Decision type: Key- Policy 

Portfolio: 
 

Resources Forward Plan 
reference: 

 
RD0009 

Priority: 
 

Improving the way we work 

Ward(s): 
 

      

 
1  
 

What is the purpose of this report? 
 

1.1  This report seeks approval for a revised Pay Policy Statement for the year 2018/19 
in order to ensure the Council’s compliance with Section 38 of the  Localism Act 
2011. This legislation requires local authorities to prepare an annual Pay Policy 
Statement for publiction which sets out their policies on: 
 

• the remuneration of its senior executives; 
 
• the remuneration of its lowest-paid employees; and 
 
• the relationship between: 
 

(i) the remuneration of its senior executives, and 
(ii) the remuneration of the remainder of the workforce. 

1.2  A Pay Policy Statement was previously approved for the current financial year which 
has been updated to take account of changes which have occurred since its 
publication.  The Pay Policy Statement has also been update to include, for the first 
time, details of the Council’s gender pay gap information, which legislation requires 
to be reported with effect from 1 March 2018. The main purpose of this report is to 
seek a recommendation from Cabinet that the Borough Council should approve a 
revised Pay Policy Statement in respect of the financial year 2018/19, a draft of 
which is attached at Appendix 1.   
 

1.3  The report also seeks a recommendation that Council should approve some minor 
changes in terms of on-call payments which have become necessary due to a 
combination of services being brought back in-house and a review of the Council’s 
arrangements to discharge its obligations in responding to civil emergencies. 
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2  What is the background to this report?   
 

2.1  Pay Policy Statement 
 
The Localism Act 2011 requires that local authorities must publish a Pay Policy 
Statement for each financial year.  This statement may be approved only by full 
Council, the legislation being clear that the decision cannot in any way be 
delegated. However, in line with practice in relation to other significant decisions, 
this report has been prepared in order to ensure that Cabinet’s view and 
recommended course of action is available for the full Council to consider. 
 

2.2  In publishing its Pay Policy Statement, the Council is required to have regard to the 
relevant statutory guidance. The proposed policy takes this into account and sets 
out various policy matters such as remuneration of senior officers and the need to 
seek Council approval for the establishment of additional posts at a very senior 
level. 
 

2.3  As well as dealing with remuneration, the guidance recommends that the Pay Policy 
Statement should also deal with issues such as the Council’s policy towards re-
employment of staff who have received severance payments. The existing Pay 
Policy Statement provides that the Council’s general position in relation to such staff 
is that it will not re-employ those individuals. The policy was clarified last year to so 
as to make it clear that this provision does not apply to those leaving their 
employment on a compulsory basis. 
 

2.4  The statement was also amended previously to reflect supplementary guidance 
issued by the Secretary of State with regard to severance packages and there has 
been no change to the guidance since that time. However, it is possible (although 
this has been the case for some time now) there will be new legislation within the 
coming year which will place a cap on the valuation of termination payments and will 
adversely affect some staff by impacting on issues such as pension entitlement in 
cases of redundancy. Where any new legislation conflicts with the Pay Policy 
Statement, the legislation will take precedence until the Pay Policy Statement is 
further updated in the meantime. 
 

2.5  The updated Pay Policy Statement includes a pay multiple which must be 
recalculated annually. The guidance states that a fixed date should be used for this 
calculation. As the Pay Policy Statement must be published by 1 April of each year, 
the Council’s reporting cycle means that the statement must generally be drafted 
well in advance of this. Therefore, the most practicable calculation date is 31 
December and this is the date that has been used in all previous years. The 
calculation work has been undertaken for the new policy statement and the pay 
multiple is 6.75 which is an improvement on the ratio for the previous year of 6.97. 
 

2.6  It should be noted that the pay multiple is calculated as a ratio of the highest level of 
pay divided by the median salary. Median salary represents the mid-point of all our 
employees’ pay if they were lined up from lowest to highest.  
 

2.7  Use of the median is required by the legislation and is generally viewed as a 
measurement which better reflects typical wages of employees rather than use of 
average/mean. However, for information, if average/mean salaries were to be used 
to calculate the pay multiple instead of median rates, the figures since 2011 would 
have been as follows: 
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Year Alternative 

pay multiple 
using mean 

Pay multiple 
using median 

2011/12 6.36 7.59 
2012/13 6.33 7.60 
2013/14 6.12 7.12 
2014/15 6.07 6.97 
2015/16 5.99 6.96 
2016/17 5.94 6.97 
2017/18 5.88 6.75 

 
 

2.8  This pay multiple does not fully illustrate the overall picture for the Council which has 
developed over time.   Senior pay was frozen for a number of years, save for small, 
nationally agreed ‘cost of living’ increases for some posts more recently, whereas 
steps have been taken to significantly improve the pay of the lowest paid staff during 
that time. As an example of this ongoing work, the Personnel and General Purposes 
Committee has recently agreed to increase the hourly rate of the Council’s lowest 
paid staff from £8.45 to £8.75 per hour from 1 April 2018 and, also, to uplift the 
minimum rate of pay for apprentices from £3.50 per hour to £5.00 per hour. This is 
the latest in a series of actions which has resulted in the salaries of the lowest-paid 
increasing over time by the following: 
 

•  Removal of the bottom two spinal column points in April 2012 resulting in the 
 lowest possible hourly rate increasing from £6.30 to £6.54 

• Introduction of the Redcar and Cleveland Minimum Wage Supplement at a 
 rate of £7.04 per hour in October 2013 
• Increases in this supplement over subsequent years up to £8.75 per hour as 
 of 1 April 2018, reflecting the current Living Wage Foundation national rate 
 for the Living Wage.  

 
2.9  These actions will have resulted in a 39% increase in  pay for some roles at the very 

lowest end of the salary scale between April 2012 and April 2018. 
 

2.10  In terms of progress going forward, Members may wish to note that implementation 
of a proposed National Pay Award, which is intended to bring local government staff 
generally in line with the Living Wage, would result in the lowest paid staff receiving 
a salary of £9.00 per hour from 2019 under nationally agreed terms. This is likely to 
mean that the requirement for payment of any sort of Living Wage supplement will 
be minimal or even non-existent at that point, due to the size of the increase that 
would be received by the relevant employees. 
 

2.11  Gender Pay Gap Reporting 
 
Under the terms of new legislation the Council is required to report gender pay gap 
information by 1 March 2018. Calculating this information is complex but is based, in 
simple terms, on mean and median earnings of both genders in any financial year. 
Calculations are also undertaken to compare this position at each quartile and the 
current position is as follows: 
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Gender pay gap 
 
The women’s mean hourly rate is 0.8% higher than the men’s. 
 
The women’s median hourly rate is the same as the men’s. 
 
 
Pay quartiles 

Quartile Female Male 
Top 66.61% 33.39% 
Upper middle 67.10% 32.90% 
Lower middle 52.87% 47.13% 
Bottom 77.59% 22.41% 

 
 

2.12  Where a gender pay gap is identified, employers are encouraged to publish details 
of the actions they intend to take in an effort to address that position. As can be 
seen from this information, the Council does not, in basic terms, currently have a 
gender pay gap, and the position at each quartile is broadly in-line with the general 
gender-split across the Council’s workforce, save for some degree of disparity in the 
lower middle quartile.  Accordingly, on the face of these figures, a formal action plan 
is not required. However, notwithstanding this, we are aware that there are some 
grades of job where women do appear to be under-represented to some degree 
and, hence,  we will continue to examine our policies and/or workforce practices and 
take appropriate action to review these as necessary to try and ensure that this 
position improves going forward. 
 

2.13  Minor Changes to Allowances 
In view of national and local single status arrangements implemented a number of 
years ago, allowances that were previously paid in addition to salary were 
essentially all removed, with the exception of payments to those staff who worked 
during the night or undertook sleep-in shifts at residential homes. However, the 
arrangements in terms of the need for various allowances were based on the 
circumstances pertaining at the time when some relevant services, such as 
highways functions, were outsourced.  In some cases, outsourced services included 
the provision of out-of-hours or emergency response arrangements, which have 
involved the payment of on-call allowances to the relevant staff. Such allowances 
have not been available to our own staff because there has been no requirement for 
these payments in recent years. 
 

2.14  As result of services being brought back in-house and in order to ensure an ability to 
offer a continued response to emergency/urgent situations which were previously 
provided by external contractors, it is now considered necessary to re-introduce 
some call out payments. Additionally, having undertaken a full review of our general 
arrangements and statutory responsibility for responding to civil emergencies in light 
of the Grenfell Disaster, we need to ensure that robust arrangements for formal 
rotas in place so that we can be sure that relevant staff remain available out-of-
hours to attend work at short notice at all times.   
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2.15  It is clearly right that members of staff who are committed to these rotas in order to 
respond to emergencies are appropriately compensated for something that will 
impact on their private lives outside of normal hours.  After all, the Council will 
depend on such staff to discharge its statutory obligations and, therefore, it has 
become necessary to revisit the position in terms of allowances and, in order to 
ensure continuity of cover, some temporary payments of allowance in the form of 
honoraria for call-out rotas have been implemented as follows: 
 

• £123 for operatives 
• £190 for motor vehicle fitters  
• £190 for Bronze Command 
• £200 for Silver Command 

 
These are weekly amounts paid for any week when a relevant employee is on-call 
via the formal rota and expected to be available to attend work to immediately if 
contacted. The payments for operatives and vehicle fitters are in respect of those 
staff undertaking work on the ground when emergency situations arise. The 
payments for Bronze Command and Silver Command refer to officers on formal call-
out rotas for responding to civil emergences who have supervisory responsibility. It 
should be noted that Senior officers are also subject to formal rotas to undertake 
Gold Command duties (i.e. overall strategic oversight in the event of a serious 
emergency occurring) but will not receive any additional payment for that 
requirement. 
 

2.16  These payments have been benchmarked and are in line with previous levels paid 
to staff employed in outsourced services and neighbouring authorities. These 
payments have been made under temporary arrangements to protect the Council’s 
position pending consideration of this report by Members. However, approval for 
formal introduction of these allowances is sought going forward in order to maintain 
our ability to cope with emergency situations. 
 

3  Who will this benefit and how? 
 

3.1  The requirement to publish a Pay Policy Statement is part of the Government’s aim 
to ensure that communities have access to transparent information regarding 
remuneration. Publication of the Pay Policy Statement will also provide clarity for 
employees and the public in relation to the Council’s stance on  various issues such 
as, for example, the re-employment of staff who have received voluntary 
redundancy payments. 
 

3.2  The payment of on-call allowances will ensure that the Council can respond in the 
event of urgent situations and/or civil emergencies and is necessary to ensure that 
relevant staff are available and appropriately compensated for the impact on their 
lives outside of work. 
 

4  Who have we consulted? 
 

4.1  The policy statement essentially reflects existing arrangements but initial 
consultation previously took place with other neighbouring local authorities with a 
view to there being some consistency of approach in terms of format. 
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4.2  Affected staff have been consulted about call-out payments and the unions have 
also be involved in discussions. No particular issues have been raised and the level 
of allowance has been benchmarked and appears to be at a reasonable level.  

5  How will it deliver our priorities and improve our performance? 
 

5.1  There is no direct link to any particular priority in term of the Pay Policy Statement 
but the policy statement will ensure that the Council complies with legislation. 

5.2  The approval of on-call allowances will ensure that we have effective out-of-hours 
response arrangements and, hence, helps to improve the way we work and assists 
in maintaining a clean and safe environment.  
 

6  What are the risks and resource implications? 
 

Type of 
Risk/ 
Implication 

Applicable? Details 

Health and 
Safety 
 

Yes/No The elements of this report relating to payment of on-call 
allowances are critical in ensuring that the Council has 
the appropriate means to respond to out of hours 
emergencies. Failure to secure these arrangements may 
present as a health and safety risk in the event that the 
Council’s response to such situations is inadequate. 
 

Social 
Value: 
 
 
 
 

Yes/No Although there is no direct impact arising from publication 
of the statement, it does set out the Council’s position in 
terms of applying salary payments at the level of the 
Living Wage Foundation’s National Living Wage. There is 
some evidence to suggest that such arrangements have 
a beneficial impact to the community by way of increased 
expenditure within the locality and a beneficial impact on 
quality of life. 
 

Legal 
 

Yes/No Publication of a Pay Policy Statement is required by 
Section 38 of the Localism Act 2011. Approval and 
publication of the draft statement attached at Appendix 1 
will ensure compliance with this legislation. The Council 
has statutory duties to respond to civil emergencies and 
approval of the on-call allowances will ensure that 
relevant staff are always available at short notice. 
 

Financial 
 

Yes/No The Pay Policy Statement, as drafted, reflects current 
arrangements and, therefore, there are no financial 
implications. There is some minor financial impact in 
terms of the allowance payments. However, these 
payments have already being accounted for within budget 
forecasts. 
 

Human 
Resources 
 

Yes/No The general policy of not re-engaging staff who have left 
with voluntary severance payments may possibly, in 
specialist areas, lead to difficulty in recruiting to vacant 
posts. However, this is unlikely in the current economic 
climate and there is, in any event, provision within the 
policy statement to deviate from that approach if 
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necessary in the best interests of the Council. Staff and 
trade unions were consulted with regard to call-out 
arrangements and the payment levels included within this 
report have not resulted in any significant issues being 
raised. 
 

Equality and 
Diversity 
 

Yes/No The Pay Policy Statement will apply to all staff regardless 
of any protected characteristic. The proposed Pay Policy 
Statement contains provisions regarding the re-
employment of staff who have received voluntary 
severance payments from the Council and, as a higher 
proportion of individuals receiving such payments tend to 
be 55 years and over, it might be suggested that there is 
a potential impact on the protected characteristic of age. 
However, most of these individuals leave under voluntary 
arrangements and, if the Pay Policy Statement is 
approved, will do so in full knowledge of the Council’s 
policy regarding re-employment.  Additionally, individuals 
leaving at age 55 years and above will generally gain 
access to their pension. Therefore, any adverse impact is 
considered to be both minimal and justifiable.  It should 
be noted that the Pay Policy Statement confirms that 
there is no gender pay gap within the Council. There are 
no equality issues in terms of call-out payments as they 
will apply to all staff on formal rotas for responding to civil 
emergencies regardless of any protected characteristic. 
 

Carbon 
Footprint 
 

Yes/No  

Other 
(please 
specify) 

Yes/No  

 
 
6.1  Equality analyses for Cabinet decisions are published alongside the reports in the 

‘Cabinet and committee papers section’ of our website at 
www.redcar-cleveland.gov.uk/decisionmaking and should be read in conjunction 
with the recommendations in the report. 
 

7  What options have been considered? 
 

7.1  A proposed Pay Policy Statement has been produced which reflects existing 
arrangements. In view of the fact that, in general, any changes to terms and 
conditions would need to be implemented by collective agreement, by agreement 
with any affected individual, or by the dismissal and re-engagement of the relevant 
employees, it is considered appropriate to maintain current policy at this time. The 
proposals in terms of on-call allowances are necessary to ensure that the Council is 
able to respond out-of-hours to emergency situations. That being the case, no other 
options would appear to be reasonable in the circumstances. 
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8  What is the reason for the recommended option? 
 

8.1  Approval of the draft policy will ensure compliance with a statutory requirement. The 
general rationale behind the terms of the draft policy is set out in section 11.1 
above. 
 

8.2  Approval of the call-out allowances will ensure that relevant staff are available at 
short notice if required in the event of emergency. There is no other way to achieve 
this position, other than to rely on the goodwill of individuals on an ad hoc basis. 
This would place the Council at risk of being unable to fulfil its statutory duties 
should any form of civil emergency or other urgent incident occur outside of normal 
working hours.  
 

9  Recommendations  
 

9.1  It is recommended that Cabinet should recommend to full Council that the position 
in terms of call-out allowances as set out this report be approved and that the 
proposed Pay Policy Statement at Appendix 1 be published. 
 

10  Appendices and further information 
 

10.1  The draft Pay Policy Statement is attached as Appendix 1. 
 

11  Background papers 
 

11.1  No background papers other than published works were used in writing this report. 
 

12  Contact officer 
 

12.1  Name: Steve Newton 
Position: Assistant Director - Governance and Monitoring Officer  
Address: Redcar and Cleveland House 
Telephone: 01642 444648 
Email: steve.newton@redcar-cleveland.gov.uk 
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Appendix 1 
 

Redcar and Cleveland Borough Council  
Pay Policy Statement  

(Section 38, Localism Act 2011) 
 
1 Introduction  

 
1.0 This document sets out the Council’s pay policy in relation to the remuneration 

of its staff in accordance with section 38 of the Localism Act 2011. The policy is 
subject to annual review and must be approved by the Council for each 
financial year. The policy will be published on the Council’s website as soon as 
reasonably practicable after approval or amendment. This document relates to 
the financial year 2018/19. 
 

1.1 The arrangements set out within this document do not extend to those 
members of staff who are employed within schools. 
 

2.0 Definitions 
 

 The following definitions will apply throughout this policy statement: 
2.1 ‘Lowest-paid 

employees’:  
 

Those staff who are employed in jobs which are paid at 
the Redcar and Cleveland Living Wage rate of £8.45 
per hour but increasing to £8.75 per hour with effect 
from 1 April 2018 (see 5.3 below), this being the lowest 
effective salary paid to employees other than 
apprentices. The salaries attributable to apprentices 
depend on age and are those set out within the 
National Minimum Wage legislation, subject to the 
Council’s policy of paying apprentices at a minimum 
rate of £5.00 per hour. Given the specific nature of 
these appointments, it is felt inappropriate to include 
apprentices within the definition of lowest paid 
employees for the purposes of this policy statement. 
 

 ‘Chief Officer’: Head of Paid Service designated under section 4(1) of 
the Local Government and Housing Act 1989; 
Monitoring officer designated under section 5(1) of that 
Act; 
Any statutory chief officer mentioned in section 2(6) of 
that Act; 
Non-statutory chief officer mentioned in section 2(7) of 
that Act; 
Any deputy chief officer mentioned in section 2(8) of 
that Act. 
 

3 Chief Officers 
 

3.1 Levels and Elements of remuneration for Chief Officers 
 
The following principles will apply: 
 
The salaries set out within this Pay Policy Statement will be determined as at 
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31 December of the relevant year and calculated using the 12 months up to 
that date (“the calculation date”). 
 
Chief Officer posts and the attributable salaries (which are payable from 
appointment and without incremental progression) are, at the time of this policy 
being approved, as follows: 
 
Role 
Chief Executive 
Executive Directors 
Head of Service Level 1 
Service Director 
Head of Service Level 2 (Band A) 
Head of Service Level 2 (Band B) 
Head of Service Level 2 (Band C)  
 

Salary 
£148,158 
£119,075 
£102,156 
£   92,000 
£   87,402 
£   78,723 
£   70,851 
 

 

  
3.2 JNC terms and conditions are incorporated into all Chief Officers’ contracts of 

employment. Senior salaries were effectively frozen for a number of years but, 
as at the calculation date, the highest band of pay  for Chief Officers and Heads 
of Service had increased this year due to a national pay award of 1% from 
£146,691 to £148,158 (Chief Executive), £117,896 to £119,075 (Director 1), 
£101,145 to £102,156 (Director 3), £86,536 to £87,402 (Band A), £77,943 to 
£78,723 (Band B), and £70,149 to £70,851 (Band C). 
 
Arising out of a review of senior management, an additional Chief Officer band 
(Director 4) has been in use since 1 April 2017 for a single post. 
 

3.3 The salaries attributable to Chief Officer posts are subject to job evaluation and 
based on: 
 

o clear salary differentials which reflect the level of responsibility attached 
to any particular role: and 

o rates which are reasonably sufficient to recruit and retain senior officers 
taking into account market conditions. 

 
3.4 Increases in pay for Chief Officers will occur only as a result of: 

 
o pay awards agreed by way of national/local collective pay bargaining 

arrangements; or 
o significant changes to a Chief Officer’s role which result in a higher 

salary being appropriate as confirmed by the outcome of an appropriate 
job-evaluation process; or 

o recruitment and/or retention payments which, in all the given 
circumstances at the relevant time, are deemed necessary in the best 
interests of the Council and which are determined under a relevant 
policy relating to such payments; and/or 

o in the case of the Chief Executive, as the result of an annual salary 
review. 

o existing contractual entitlements 
 

3.5 The use of bonuses does not form part of current remuneration arrangements.   
 

3.6 Senior positions, like all posts, are subject to job evaluation and must be 
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remunerated in accordance with the outcome of that process in order to avoid 
potential equal pay claims. However, the number of senior posts attracting 
salaries of £100,000 or higher will not be increased without the prior approval of 
full Council.  
 

3.7 Election Duties undertaken by Chief Officers 
 
Fees for election duties undertaken by Chief Officers are not included in their 
salaries.  These are determined separately in consultation with the other Tees 
Valley Councils.  For contested elections the fees are based on an agreed sum 
for the first 1000 electors and a further sum for each additional 1000 electors or 
fraction thereof, and a set agreed sum for uncontested elections. 
 

3.8 Payments to Chief Officers upon termination of their employment 
 
Chief Officers who cease to hold office or be employed by the Council will 
receive payments calculated using the same principles as any other member of 
staff, based on entitlement within their contract of employment, their general 
terms and conditions, and existing policies. 
 

3.9 In the case of termination of employment by way of early retirement, 
redundancy (voluntary or otherwise) or on the grounds of efficiency of the 
service, the Council’s Early Retirement and Redundancy Policy sets out 
provisions which apply to all staff regardless of their level of seniority. 
 

3.10 The Council’s Early Retirement and Redundancy Policy also sets out the 
applicable provisions in respect of awarding additional pension entitlement by 
way of augmentation or otherwise. 
 

3.11 
 
 
 
 
 

Chief Officers’ Tax and National Insurance 
 
The Council does not enter into arrangements with individual employees to 
minimise their tax and national insurance contributions. New legislation was  
introduced as of 1 April 2017 in order to ensure that public bodies pay the 
appropriate levels of tax and national insurance for any individuals with whom 
they contract and are operating through personal service companies. 
 

4.0 Publication of and access to information relating to remuneration of Chief 
Officers 
 

4.1 Information will be published on the Council’s website in line with The Local 
Government Transparency Code 2015. 
 

5.0 Remuneration of lowest paid employees 
 

5.1 
 
 
 
 
5.2 
 
 
 

The Council introduced ‘single status arrangements’ in 2004.  The lowest paid 
employees within the Council are appointed to posts which have been 
evaluated using a job evaluation scheme agreed within those arrangements, 
and are remunerated accordingly. 
 
In order to provide some assistance to the lowest paid employees, the Council 
previously ceased to use the lowest two spinal column points on its salary scale 
(scp 4 and 5).  
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5.3 With effect from 1 October 2013, the Council introduced the “Redcar and 
Cleveland Living Wage” at £7.04. This is subject to an annual review, was later 
increased to £7.85, £8.25, £8.45 and from April 2018, will be set at the rate of 
£8.75 per hour. Employees employed on grades which attract a salary less 
than this hourly rate are paid a non-contractual supplement to bring their pay up 
to this level. 
 

6.0 Relationship between Chief Officer and non-Chief Officer remuneration 
 

6.1 The ‘pay multiple’ for the Council is determined by comparing the hourly pay for 
the highest paid employee against that of the median hourly pay for the 
organisation as a whole. 
 

6.2 The Council’s current pay multiple is 6.75 based on median hourly pay. The 
pay multiple for last year was 6.97. 
 

6.3 The Council will generally aim to ensure that the pay multiple does not exceed 
10. 
 

7.0 General principles regarding remuneration of staff 
 

7.1 The salaries attributable to posts are determined via a job evaluation.  Staff are 
remunerated according to the evaluated score of the post they hold and by 
reference to the salary scale existing at any given time.  Some posts may 
include an entitlement to incremental progression. 
 

7.2 
 
 
 
 
 
 
 
 
 
 
8.0 
 
8.1 
 
 
 
 
8.2 
 
 
 
8.3 
 
 
 

New appointments are subject to the Council’s Recruitment and Selection 
Policy and will generally be made at the bottom spinal column point of all pay 
bands unless there are special circumstances and payment at a higher level 
can be objectively justified. However, in the event of any member of staff 
securing a higher-graded post via internal promotion/recruitment and there 
being an overlap of spinal column points between their current post and bottom 
point of the newly secured position, then the Council will generally pay salary 
on the second spinal column point. Where staff are redeployed because of 
redundancy or ill health, they will generally be appointed to the highest spinal 
column point within the lower grade so as to minimise financial loss. 
 
Severance Packages 
 
The Council’s general approach to severance payments is contained within the 
Early Retirement and Redundancy Policy. This sets out the methodology for 
calculating redundancy payments and the basis for granting pension 
enhancements.    
 
Where a severance package is to be paid which, taken as a whole, has a cost 
to the authority of £100,000 or more then, subject to section 8.3 below, the 
Council will be given an opportunity to vote before the package is approved.   
 
This requirement shall not apply where the cost of a severance package does 
not involve the exercise of any discretion, relates entirely to existing statutory 
and/or contractual entitlements of the relevant employee or where non-
compliance with those entitlements would place the Council in breach of 
legislation and/or contract. However, it is anticipated that, at some point in the 
future, regulations may be introduced limiting exit packages to a sum of 
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£95,000 and making provisions about arrangements to agree payments above 
this sum. In the event of such regulations coming into force, they will, as a 
matter of law, take precedence over the contents of this Pay Policy Statement. 
 

9.0 The Council’s approach to former employees 
 

9.1 In the absence of any exceptional circumstances which render it necessary in 
the best interests of the Council to do so, the Council will generally not re-
engage any individual whom has previously been employed by the Council and 
left that employment with the benefit of a severance, early retirement or 
redundancy payment under voluntary arrangements.  This principle will apply 
whether such re-engagement is to be under a contract of employment, contract 
of services or otherwise.  
 

9.2 Save for the above, the Council will consider all applicants on merit during the 
recruitment process and will not discount any applicant on the basis of previous 
public sector employment and/or the terms of that employment ending. 
 

10.0 Publication of Gender Pay Gap Information 
 

10.1 Under the terms of new legislation the Council is required to report gender pay 
gap information by 1 March 2018. Calculating this information is complex but is 
based, in simple terms, on mean and median earnings of both genders in any 
financial year. Calculations are also undertaken to compare this position at 
each quartile and the current position is as follows: 
 
Gender pay gap 
The women’s mean hourly rate is 0.8% higher than the men’s. 
 
The women’s median hourly rate is the same as the men’s. 
 
Pay quartiles 
 

Quartile Female Male 
Top 66.61% 33.39% 
Upper middle 67.10% 32.90% 
Lower middle 52.87% 47.13% 
Bottom 77.59% 22.41% 

 

10.2 It should be noted that gender pay gap reporting is different to issues about 
equal pay. The gender pay gap shows the difference in the average pay 
between all men and women in a workforce. Equal pay deals with the 
pay differences between men and women who carry out the same jobs, similar 
jobs, or work of equal value. It is unlawful to pay people unequally because 
they are a man or a woman and, accordingly, the Council has a robust job 
evaluation in scheme place which ensures that staff are paid equally for roles of 
the same level, regardless of their gender or any other protected characteristic.  
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Member Report 
Members Allowances Scheme 2018/19
 

Public 
 

To:  
 

Borough Council Date:  1 March 2018 

From: 
 

Corporate Director for Resources Decision type: Key - Budget 

Portfolio: 
 

Neighbourhoods Forward Plan 
reference: 

 
      

Priority: 
 

Improving the way we work 

Ward(s): 
 

All 

 
1  
 

What is the purpose of this report? 
 

1.1  To introduce the report of the Independent Remuneration Panel (IRP), for 
consideration by Council on 1 March 2018. 
 

1.2  There is a legal requirement for the Members’ Allowances Scheme to be finalised 
before the end of March 2018 and it must be done following consideration by the 
Council of the report of the IRP.  That report appears as Appendix 1 to this report.  
The proposed revised table for Members’ Allowances appears as Appendix A to the 
report of the IRP. 

2  What is the background to this report?   
 

2.1  The IRP has the responsibility under the Local Government and Housing Act 1989 
and relevant regulations to make recommendations to the Council so that Council 
can decide its Scheme of Allowances for Members and the amounts to be paid 
under that scheme. 
 

2.2  The scheme includes a Basic Allowance, Special Responsibility Allowances, 
Childcare and Dependent Carers Allowance and Travel and Subsistence 
Allowances. 
 

2.3  The report is now placed before Council, which must have regard to the advice from 
the Panel when finalising the scheme. The arrangements are subject to the usual 
principle of administrative law that the Council should act reasonably when finalising 
the scheme.   
 

2.4  The report of the IRP, which contains its recommendations for the Members’ 
Allowances Scheme for 2018/19 is attached at Appendix 1. 
 
 
 
 
 
 

3  Who will this benefit and how? 

AGENDA ITEM 7B 
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3.1  The scheme must be agreed by the end of March for the following year. Details of 

the scheme are published in the press and are available on the Council website. 
The setting of the scheme achieves certainty in relation to the allowances which are 
paid to Members, and the publication of the scheme achieves openness and 
transparency in Members’ dealings with the scheme. 
 

4  Who have we consulted? 
 

4.1  The IRP was established under the relevant legislation. It reports annually to the 
Council and makes recommendations about the Members’ Allowances Scheme. 
The IRP considered a report from the Corporate Director for Resources and the 
Panel sought contributions in a variety of ways from elected Members, independent 
co-opted members and Officers.   
 

5  How will it deliver our priorities and improve our performance? 
 

5.1  It is a legislative requirement that the Council finalises the scheme before the end of 
March 2018, for the following year. Setting the scheme enables proper budgeting, 
ensures certainty in relation to the allowances to be paid, and allows the Council to 
be transparent with its residents over the amounts to be allowed and claimed by 
elected Members. 
 

6  What are the risks and resource implications? 
 
Type of 
Risk/ 
Implication 

Applicable? Details 

Health and 
Safety 
 

No  
 

Social Value 
 

Yes The Basic Allowance, to which every Member is 
entitled, is calculated based on an assessed 
number of days with a discount of one third applied 
to reflect the public service/voluntary nature of the 
role.  Councillors are a key resource within their 
local communities, helping to empower residents 
and provide them with support to deliver more for 
themselves locally. The basic allowance is set at a 
level to encourage as broad a range of individuals 
as possible to seek election as a Councillor. 
 

Legal 
 

Yes The setting of the scheme is a legislative 
requirement. The Council is required to act 
reasonably in finalising the scheme. 
 

Financial 
 

Yes The budget allocation for the Members’ 
Allowances Scheme for 2017/18 was £817,150. 
Where no change in allowances is proposed, the 
recommendations remain cost neutral. This is the 
case for a large part of the scheme.  The 
recommendation to increase the Leader’s SRA 
represents an increase of £1990 across the 
scheme.  It is anticipated that this can be 
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accommodated within the current budget 
assumptions for 2018/19 which the Panel 
understands includes a 2% increase for pay costs 
for both staff and members.   
 

Human 
Resources 
 

No  
 

Equality and 
Diversity 
 

No The scheme is designed to apply equally to all 
Members. There are specific provisions for 
childcare and dependent carer’s allowance and in 
this way the scheme tries to encourage 
participation in the democratic process from a 
cross section of the public. 
 

Carbon 
Footprint 
 

No  

Other (please 
specify) 

No  
 
 

 
 
6.1  Equality analyses for Cabinet decisions are published alongside the reports in the 

‘Cabinet and committee papers section’ of our website at 
www.redcar-cleveland.gov.uk/decisionmaking and should be read in conjunction 
with the recommendations in the report. 
 

7  What options have been considered? 
 

7.1  The Council must consider the recommendations of the IRP before setting the 
Members’ Allowances for 2018/19.  The report covers the Basic Allowance (which is 
paid to all Members), the Special Responsibility Allowances (which are paid to office 
holders and identified individuals), as well as travelling, subsistence, childcare and 
dependant carers, and telephone allowances. 
 
Members can either:- 

• agree the recommendations of the IRP in whole 
• agree the recommendations of the IRP in part 
• reject some or all of the recommendations of the IRP and, subject to 

reasonableness, substitute Members’ own proposals. 
 

8  What is the reason for the recommended option? 
 

8.1  The full report of the IRP is attached to this report. The ‘Recommendations’ section 
of the report summarises the main points from the report of the IRP. The 
recommendations of the IRP are put forward to Council following the exercise which 
the Panel undertook to produce its report. Council is asked to consider the report of 
the IRP and the recommendations made by the IRP. Subject to reasonableness, 
Members may agree the recommendations in whole or in part, reject or amend the 
recommendations, or substitute their own proposals. 
 
 

9  Recommendations  
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9.1  It is recommended that: 

  
(a) That there is no change to the currently assessed remunerated days in 

respect of the Basic Allowance. 
 
(b) That the Special Responsibility Allowance for the Leader of the Council 

be increased from 104 days to 120 remunerated days. 
 
(c) That all other Special Responsibility Allowances remain unchanged.  
 
(d) That the independent co-opted members to the Governance Committee 

and the Independent Person allowance remains the same. 
 
(e) That the levels of the Travel and Subsistence Allowances remain 

unchanged.  
 
(f) That the Council includes ward surgeries in the list of duties for which 

travel expenses can be claimed. 
 
(g) That, except where specifically mentioned, all other allowances covered 

by the Members’ Allowances Scheme remain at their current levels. 
 
(h) That the existing underlying principles of the Members Allowances 

Scheme be reiterated, namely:- 
 

• Members may claim only one SRA (except where appointed to a 
joint body which carries its own SRA). 

 
• Not more than 30 Councillors are to be in receipt of an SRA at any 

given time. 
 

• Variations in numbers of SRAs may only be made by a variation to 
the scheme (i.e. approved by Council). 

 
• SRAs for Leaders of Groups be payable only where membership of 

the group amounts to five or more. 
 
• A Dependent Carers Allowance/Childcare Allowance of £8.50 per 

hour is provided subject to a maximum of 50 hours per month. 
 

• Travelling allowances and expenses are payable on the same 
basis as applicable to Officers and subject to the same or similar 
requirements on the cost effective use of public transport where 
reasonable. 

 
• Subsistence allowances be payable in accordance with nationally 

benchmarked rates. 
 
(i) That the Corporate Director for Resources undertakes a piece of work 

with Members to analyse different methods of resident engagement 
and their cost effectiveness. 

 
(j) That the Corporate Director for Resources undertakes a piece of work 
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to explore the issues raised in relation to Group Leaders’ SRAs to 
assist the Panel in their consideration of this matter next year. 

 
10  Appendices and further information 

 
10.1  Appendix 1 – Report of the Independent Remuneration Panel to Redcar and 

Cleveland Borough Council dated January 2018. 
 

11  Background papers 
 

11.1  No background papers other than published works were used in writing this report. 
 

12  Contact officer 
 

12.1  Name: John Sampson 
Position: Corporate Director for Resources 
Address: Redcar and Cleveland House, Redcar 
Telephone: 01642 771144 
Email: j.sampson@redcar-cleveland.gov.uk 
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Appendix 1

NOMIS FIGURES*

2016-17 Population 2016 Basic Allowance No of Councillors
Residents per 
Councillor 

Cost per 
Resident per 
annum of Basic 
Allowance

Total SRA paid 
2016/17

Total Cost of Democratic 
Structure per annum

Cost per resident 
of Democractic 
structure per 
annum

£ £
Redcar and Cleveland 135,400 9550 59 2294 4.16 139312 703506 5.2
Darlington 105,600 8027 50 2112 3.8 186327 589612 5.58
Halton 126,900 8345 56 2266 3.68 292402 760620 5.99
Hartlepool** 92,800 5953 33 2812 2.12 72143 268769 2.9
Middlesbrough 140,400 6130 46 3052 2.00 254109 550323 3.92
North East Lincs 159,100 7665 42 3788 2.02 152725 493258 3.1
North Lincs   *** 170,800 6874 43 3972 1.73 237556 567651 3.32
Stockton 195,700 9300 56 3495 2.66 179930 693056 3.54
Stoke 253,200 12,000 44 5755 2.09 219990 784000 3.1
Telford and Wrekin 173,000 7870 54 3203 2.46 N/A 619123 3.58
Warrington *** 208,800 7939 58 3600 2.21 215777 709000 3.41

*NOMIS is a service provided by the Office of National Statistics

Comparison Figures for our Family of Councils based on 2016-2017 Members' Allowances

**Hartlepool increased their Basic Allowance by 31% on 1 April 2017 to £7792
*** North Lincs and Warrington figures are based on 2015/16
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Member Report 
Medium Term Financial Strategy – 2018/19 
 

Public 
 

To:  
 

Borough Council Date:  1 March 2018 

From: 
 

Corporate Director for Resources Decision type: Key - Budget 

Portfolio: 
 

Resources Forward Plan 
reference: 

 
      

Priority: 
 

All priorities 

Ward(s): 
 

All 

 
1  
 

What is the purpose of this report? 
 

1.1  To underpin the Council’s vision and Corporate Plan by setting a balanced budget 
for both the 2018/19 and the 2019/20 financial years. 
 

1.2  Members are being asked to determine the appropriate level at which the Council 
Tax and the Adult Social Care Precept should be set in 2018/19, in order to fund 
Council Services.  
 

1.3  Cabinet are recommending to Council the following: 
 

• A Council Tax increase of 1.99% for 2018/19; 
• An Adult Social Care Precept increase of 2.00% for 2018/19; 
• An affordable Capital Investment Programme; 
• The adoption of the Treasury Management Strategy, as noted without 

amendment, by the Governance Committee. 
 

2  What is the background to this report? 
 

2.1  In the setting of the annual Council budget, members must consider a range of 
competing priorities for Council resources. The Medium Term Financial Planning 
process addresses these Council priorities and provides a funding solution to enable 
the Council to deliver in full its Corporate Plan vision. 
 

2.2  The Council previously approved the Medium Term Financial Plan at its meeting on 
the 23rd February 2017. At this time it agreed the following to be managed during 
2018/19: 
 

• A Revenue Support grant reduction of £4.059 million; 
• A Council Tax increase of 1.99%; 
• An Adult Social Care precept increase of 2.00%;  
• Council Tax income growth of £0.650 million; 
• Business Rate income growth of £0.880 million; 
• Inflationary increases in Fees & Charges income; 
• Service investment due to demand led pressures of £2.759 million; 
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• Shaping our Future budget reductions of £5.570 million. 
 

2.3  Income Growth 
 
The Revenue Support grant the Council receives from central government has been 
cut by £4.059 million in 2018/19. 

 
2.4  In the same period, the income generated from Local Taxation has increased by 

£5.768, which is £1.700 million more than originally planned. These additional 
sources of income are in respect of: 
 

• Council Tax & Adult Social Care Precept growth of £0.252 million 
• Council Tax Collection surplus during 2017/18 of £0.590 million; 
• Business Rates Collection surplus during 2017/18 of £0.934 million; 
• Net reduction in Business Rates grants of £0.076 million. 

 
2.5  The additional Local Taxation income and the changes to the range of other specific 

grants (Appendix 1) the Council receives have now all been factored into the income 
assumptions of the medium term financial strategy. 
 

2.6  Service Investment 
 
During the 2017/18 financial year there have been a range of additional services 
pressures that now need to be resourced as part of agreeing a balanced budget. 
These service investment pressures have increased to £6.526 million in total, an 
increase of £3.767 million from the original plan. Appendix 2, details these 
pressures in full. However the key pressures are: 
 

2.7  Children in Care pressures – Members will be aware from the lead Cabinet 
Member’s regular reports to Council and the Children & Families performance 
reports of the significant pressures around Looked After Children. Spend in this area 
has increased significantly in recent years and is now circa. £10.035 million.  This is 
a national issue with the majority of Councils experiencing the same situation and 
following significant lobbying a study has been commissioned by the Government. 
We anticipate from an updated and detailed financial analysis of the current 
Children in Care that the 2018/19 budget requirement needs to increase by a net 
£3.150 million, which is £3.400 million to fund costs and an anticipation of additional 
income contributions from partners of £0.250 million. 
 

2.8  Library Service pressures – The Library services consultation in 2017/18 determined 
a change to the original proposal in respect of Library movement and rationalisation. 
This left the budget reduction target short by £0.100 million. The 2018/19 medium 
term financial strategy has been adjusted to resolve this pressure. 
 

2.9  Waste Disposal arrangements – The current contract with SITA for waste disposal is 
due to end in 2020. In partnership with Tees Valley Authorities options were 
explored to determine the most cost effective approach for the next 5 years and this 
determined that a contract extension, albeit at increased prices was the best option 
as the increased costs were still well below market rates. Given that SITA required 
funds for investment in the plant, an upfront payment was negotiated in exchange 
for a reduced price increase. An allocation of £0.358 million per annum has been 
established in the neighbourhood’s budget for this. A separate project is underway 
to explore the longer-term option for waste disposal. 
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2.10  Educational Services pressures – Members will be aware of the significant reduction 
in Education Services Grant and the impact from the changes to the schools funding 
formula. Work is currently being undertaken to mitigate the impact of this funding 
gap – circa £1.400 million. However an element of the grant previously contributed 
to a range of corporate Council costs - £0.600 million has allocated to address this 
pressure within the medium term financial strategy. 
 

2.11  Local Government pay inflation – the original plan included allocation for a 1.00% 
increase per year. Members will be aware that the pay offer made on 5th December 
2017 includes a flat-rate increase of 2.00% for each of the next two years, together 
with significant bottom loading on the lower pay points. The total increase to the 
national pay bill over the two years was stated as being 5.6% by the Local 
Government Employers. The impact for the Council has been assessed as costing 
an additional £1.400 million in each of the next two financial years. The provision 
has been increased to cover the pay offer either directly (£1.000 million) and/or 
through utilising of existing grant funding (£0.400 million). 
 

2.12  Shaping our Future reductions 
 
Whilst phase 3 of the Shaping our Future programme is on target to deliver all but 
£0.300 million of the 2017/18 original targets, we have undertaken a full review of 
the three year programme and have identified four new schemes that can deliver 
further budget reductions during 2018/19. These new schemes have increased the 
SOF reductions to £7.059 million in 2018/19, an increase of £1.489 million from the 
original plan. Appendix 3 details these reductions in full. However the new schemes 
are: 
 

2.13  Private Finance Initiative – We are looking to provide for the repayment of debt on 
our office accommodation, school buildings and light columns over the economic life 
of the assets, rather than the life of the PFI contract. On all of these PFI 
arrangements the loan principal is repaid on an annual basis so when the PFI 
arrangements end and the asset ownership return 100% to the Council, no debt will 
be due. However for accounting purposes it is correct to apportion costs of 
ownership over the life of the asset. This change will deliver a £1.024 million budget 
reduction in 2018/19. 
 

2.14  Capital Fund Investments – As part of the Council’s Treasury Management Strategy 
we have been evaluating the options to invest through a range of investment 
products to produce a greater return for the Council. There are a range of longer 
term Unit Trust arrangements that are delivering a return of circa 4.6% per annum, 
alongside the potential for capital growth over a five plus year period. A £10.000 
million investment would return a net £0.250 million per annum, after borrowing and 
fees are accounted for. 
 

2.15  LOBO loan repayments – We are evaluating a proposal to buy out £29.000 million 
of existing LOBO loans during 2018/19, which would reduce the interest paid in 
respect of borrowing and save the Council circa. £0.240 million in 2018/19 in 
interest paid. The reduction in the LOBO loan portfolio will also address the 
challenges we have faced from the public and lobby groups on the appropriateness 
of this type of borrowing. 
 

2.16  Section 106 Funding – The ongoing analysis of the Section 106 payments the 
Council has received from developers, has identified a small proportion of the 
allocations that are attributable to existing and revenue related services. We 
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envisage that £0.100 million of the overall funding from Section 106 monies – which 
amount to circa £8.055 million in total, can be applied to the Council’s ongoing 
revenue requirements. 
 

2.17  Reserve Strategy 
 
General Reserve balances provide both a degree of flexibility and financial 
protection against adverse variations in assumptions, shortfall in delivery of plans 
and unforeseen events. It is critical that the level of general reserves is determined 
and informed by the quantification of risks. However, in setting the Council budget 
an evaluation of all available funds to support the delivery of front-line services has 
been undertaken. In recognition of these risks the level of general balances for 
2018/19 has been set at £5.327 million, which represents marginally more than the 
risk assessed level for reserves. Appendix 4 sets out the risked assessed reserves 
across the medium term. 
 

2.18  In addition to general reserve balances, the Council holds earmarked reserves that 
are designated for specific purposes. Details of the earmarked reserves position is 
reported quarterly through the Council’s regular financial position reports. It is 
estimated that the balance on earmarked reserves, as at 31st March 2018, excluding 
schools balances will be circa. £23.150 million. 
 

2.19  The 2018/19 budget proposals originally intended to utilise the sum of £3.104 million 
from the Medium Term Financial Strategy Reserve to fund a combination of the 
increase in the general reserves provision and to support the 2018/19 Revenue 
Budget. The Council budget in 2018/19 now requires an additional reserve 
contribution of £1.528 million in order for it to be balanced. The earmarked reserve 
will be utilised, as detailed below, and would reduce overall earmarked reserves 
down to circa £20.000 million by the end of the 2018/19 financial year. 
 

• £0.085m – To fund the General Reserve requirements; 
• £4.632m – To fund the 2018/19 Revenue Budget. 

 
2.20  The utilisation of these general and earmarked reserves, without their future 

replacement is a reserve strategy that has to sit alongside the Council’s income 
growth strategy, thus replacing one off income with a permanent future income 
stream. The use of reserves in isolation to a growth strategy would present a level of 
risk for the Council, which could not be sustained across the medium term. The 
medium term financial strategy will ensure that all future reserve holdings are 
supported in with liquid cash resources (cash backed). 
 

2.21  Revenue Summary 
 
The financial position of the Council for the Shaping our Future phase 3 through to 
2019/20) shows the Council has a targeted reductions and growth requirement of 
now £28.148 million. This is based on the following: 
 

• A Revenue Support grant reduction of £4.059 million; 
• A Council Tax increase of 1.99%; 
• An Adult Social Care precept increase of 2.00%;  
• Council Tax income growth of £0.870 million; 
• Business Rate income growth of £0.880 million; 
• Inflationary increases in Fees & Charges income; 
• Service investment due to demand led pressures of £6.526 million in 
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2018/19; 
• Service investment due to demand led pressures of £1.833 million in 

2019/20; 
• Shaping our Future budget reductions of £7.059 million in 2018/19; 
• Shaping our Future budget reductions of £3.096 million in 2019/20. 
 

2.22  With cuts of £76.4 million to the end of 2017/18 and the use of £14.0 million of 
earmarked reserves since 2010 the council has set and delivered a balanced 
budget each year. This has meant fundamentally changing how we deliver services 
as we have cut over 1,100 jobs from the Council’s workforce. 
 

2.23  A summary table of the revenue position is set out in Appendix 5, which identifies an 
underlying deficit of £7.786 million across the remaining two years of the three year 
plan, which will be smoothed through the one off use of reserves, whilst the total 
budget reduction requirement is achieved. The reserves used in this smoothing 
process will not be replaced at the end of the three years. 
 

3  Local Taxation 
 

3.1  Local Taxation is a combination of those income streams that have an element of 
control within the Borough, either through the levels that we set and the discounts 
we allow on these charges, or are potentially grown through the local policies and 
strategies we deploy. These Local Taxation income streams cover the following 
areas: 

• Council Tax; 
• Adult Social Care Precept; 
• Major Precepting Bodies; 
• Parish and Town Council Precepts; 
• Council Tax Support arrangements; 
• Business Rates. 

 
3.2  Council Tax 

 
The budget for 2018/19 is based on a proposed Council Tax increase of 1.99% per 
annum, with this then setting the Band D equivalent amount for 2018/19 as 
£1,432.72 per annum. This Band D equivalent is the amount prior to the application 
of any eligible discounts and/or exemptions on a householder’s bill. 
 

3.3  The Council’s income generated through Council Tax will be £56.212 million in 
2018/19 and equates to 52.76% of the Council’s net revenue budget requirement of 
£106.546 million, and/or 18.80% of the total Council income of £299.074 million.  
 

3.4  Appendix 6 details the Council Tax position for the five year period, with the initial 
financial years assuming a Council Tax increase of 1.99% in each year, with the last 
two financial years being based on a 0.00% increase.  
 

3.5  The proposed 1.99% Council Tax increase for 2018/19 equates to an band D 
equivalent additional sum per week for the following groups of payers: 
 

• Full Council Tax payer (100%)          – 56 pence per week; 
• Single person discount (75%)            – 42 pence per week; 
• Average discount payer (72%)           – 40 pence per week; 
• Council Tax Support payer (17.5%)   – 10 pence per week. 
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3.6  The majority of our residents have properties that fall into Council Tax bands A to C 
(73.2%) – the 1.99% Council Tax increase would be substantially less for residents 
with properties in these bandings. The proposed charges would be as follows: 
(average discounts reduce these sums by a further circa 28.0%). 
 

• Band A – 6/9th of a Band D equivalent - £955.15 per annum or £18.32 per 
week; 

• Band B – 7/9th of a Band D equivalent - £1,114.34 per annum or £21.37 per 
week; 

• Band C – 8/9th of a Band D equivalent - £1,273.53 per annum or £24.42 per 
week. 

 
n.b. - The impact of parish precepts would add to these sums in parished areas. 
 

3.7  The Council Tax charge in the current financial year 2017/18 equates to a band D 
equivalent of £1,403.64 per annum, prior to any eligible discounts and exemptions 
being applied. This level of Council Tax when benchmarked with the Unitary Local 
Authority groupings, shows the following: 
 

• Unitary Local Authorities – ranked 38 out of 56. (1 being the highest and 56 
being the lowest). – Previously ranked 35th in 2016/17. 

 
3.8  On a Tees Valley comparison we have the fourth lowest Council Tax charge in the 

region with Hartlepool, Middlesbrough and Stockton all being higher. The four Tees 
Valley Local Authorities are due to increase their Council Tax by circa 2.90% to 
2.99%. 
 

3.9  The Council is required by the Local Government Finance Act 1992, as amended by 
the Localism Act 2011 to set a level of Council Tax for the forthcoming financial year, 
in this case  2018/19, by the 11th March 2018. The calculation of the level of Council 
Tax for 2018/19, (Appendix 7) is in accordance with these statutory requirements 
and does not breach the 3.00% threshold which would then require the Council to 
hold a referendum on the proposals. 
 

3.10  Adult Social Care Precept 
 
As part of a 2017/18 Local Government Finance Settlement, an option was made 
available for the Adult Social Care Precept to be raised by a maximum of 3.00% in 
both 2017/18 and 2018/19 and then restricted to 0.00% in 2019/20, rather than the 
current limit of 2.00% per annum, thus allowing funding for Adult Social Care to be 
front loaded over the three year period, but still equate to a 6.0% increase in total.    
 

3.11  A financial assessment was undertaken to establish which of the options on the 
Adult Social Care Precept would generate the greatest quantum of cash for the 
Council. The table sets out the results of these calculation: 
 
 
 

2017/18 
£’m 

2018/19 
£’m 

2019/20 
£’m 

Total 
£’m 

2.00% Precept Increase  1.053 1.164 1.247 3.464 
3.00% Precept Increase (2018/19) 1.053 1.730 0.663 3.446 
 
Total 

 
0.000 

 
-0.566 

 
+0.584 

 
+0.018 
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N.B. The financial pressures on Adult Social Care are increasing year on year and 
do require an additional cash injection year on year. 
 

3.12  In Redcar and Cleveland there is an estimated population of 135,000, with 22% or 
29,700 people aged over 65. This percentage is expected to increase to 27% or 
36,450 by 2030.  Adult Social Care also supports adults with a disability, there are 
estimated to be almost 2,000 adults in the Borough with a learning disability, 2,000 
adults with a severe physical disability and 13,000 adults with a common mental 
health disorder. Providing support to this increasing population so that they can live 
safe and dignified lives in our community will cost the council more money. 
 

3.13  Through this funding to Adult Services the Council currently undertakes the 
following  activities: 
  

• Circa. 1,150 adults are either funded wholly or partly in residential care by 
the council; 

• Nearly 3,900 adults receive community based services, whether that be 
home care, day care or equipment; 

• Over 2,000 new assessments are carried out annually for people who 
may need services; 

• We undertake 400 safeguarding investigations each year regarding 
concerns raised in relation to a vulnerable adult; 

• Last year over 2,700 carers received respite or some form of support or 
advice; 

• 600 people this year will receive free Reablement Services in their own 
home, helping them to maintain their independence. 

 
3.14  The additional funding from the precept will be ring-fenced and transferred directly 

to Adult Social Care to part fund the pressures in the service. The use of this 
precept will need to be reported to Government, both at the point of budget 
allocation and at the final year-end outturn, detailing the actual amounts spent. 
 

3.15  The continuation of a 2.00% precept in respect of Adult Social Care costs, is 
calculated as part of the annual Council Tax bill, but is ring-fenced for Adult Social 
Care. Accepting the precept will add £29.17 per annum to the overall Council Tax 
bill, based on Band D equivalent amount, prior to the application of any eligible 
discounts and/or exemptions. The Council are obliged to set out on the Council Tax 
bill the increase in respect of the 2018/19 Adult Social Care Precept, separate to the 
overall Council Tax position (Appendix 6 & Appendix 7). 
 

3.16  A 2.00% Adult Social Care precept will generate an additional sum of £1.164 million 
in the 2018/19 financial year. Whilst the full amount will be allocated to the Adult 
Social Care service, the amounts charged to residents are allocated as per the 
normal Council Tax bandings and subject to the various reliefs appropriate to each 
Council Tax payer. 
  

3.17  The proposed 2.00% equivalent Adult Social Care Precept increase for 2018/19 
equates to an effective band D addition sum per week for the following groups of 
payers: 
 

• Full Council Tax payer (100%)          – 56 pence per week; 
• Single person discount (75%)            – 42 pence per week; 
• Average discount payer (72%)           – 40 pence per week; 
• Council Tax Support payer (17.5%)   – 10 pence per week. 
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As per the Council Tax arrangements, residents in lower Council Tax banded 
properties will pay lower amounts.  
 

3.18  Major Precepting Bodies 
 
Redcar & Cleveland Council acts as the Billing Authority for the Borough and hence 
co-ordinates the precepting demands for a range of public bodies. The two major 
precepting bodies in our Borough are the Cleveland Fire Authority and the 
Cleveland Police & Crime Panel. These two bodies, after calculating their own 
financial requirements, will then issue precept demands on each of the four 
Teesside Local Authorities, based on the notified Council Tax base for that 
individual Council. 
   

3.19  The Cleveland Fire Authority, at its meeting of the 16th February 2018, has formally 
advised that for 2018/19 their precept amount is increasing by 2.90%, thus setting a 
Band D equivalent requirement of £75.18 per annum, an increase of £2.12 from the 
2017/18 level. A total Cleveland Fire Authority precept sum, applicable for the 
Borough of £2.919 million.  
 

3.20  The Cleveland Police & Crime Panel, following its meeting on the 6th February 2018, 
has formally advised that for 2018/19 their precept amount is increasing by 5.59%, 
thus setting a Band D equivalent requirement of £226.54 per annum, an increase of 
£12.00 from the 2017/18 level. A total Cleveland Police & Crime Panel precept sum, 
applicable for the Borough of £8.795 million.  
 

3.21  The calculations in Appendix 8 set out the effects of the precept requirements of the 
two major precepting bodies - Cleveland Fire Authority and the Cleveland Police & 
Crime Panel - and determine in-part the total level of Council Tax to be collected in 
2018/19. 
 

3.22  Parish and Town Council Precepts 
 
Redcar & Cleveland Council also, acting as the Billing Authority for the Borough, 
further co-ordinates the precepting demands of the five Parish and Town Councils. 
These five bodies, after calculating their financial requirements, will then issue 
precept demands on the Council based on the notified Council Tax base for that 
geographical area. The five Parish and Town Councils are: 
 

• Guisborough Town Council; 
• Lockwood Parish Council; 
• Loftus Town Council; 
• Saltburn, Marske & New Marske Parish Council; 
• Skelton & Brotton Parish Council. 

 
3.23  Guisborough Town Council, following its meeting on the 15th February 2018, has 

formally advised that for 2018/19 their precept amount is not subject to any 
increase, thus setting a Band D equivalent requirement of £20.39 per annum, the 
same as the 2017/18 level. This generates a total precept sum, applicable for that 
geographical area of the Borough of £150,010. This total precept amount comprises 
of a Council Tax Support grant contribution from the Council of £18,360, with the 
balance being the sum collected directly from residents - £131,650.  
 

Version 7 (08/03/2017) 42 of 111



3.24  Lockwood Parish Council, following its meeting on the 15th February 2018, has 
formally advised that for 2018/19 their precept amount is not subject to any 
increase, thus setting a Band D equivalent requirement of £41.31 per annum, the 
same as the 2017/18 level. This generates a total precept sum, applicable for that 
geographical area of the Borough of £52,045. This total precept amount comprises 
of a Council Tax Support grant contribution from the Council of £13,790, with the 
balance being the sum collected directly from residents - £38,255.  
 

3.25  Loftus Town Council, following its meeting on the 5th February 2018, has formally 
advised that for 2018/19 their precept amount is not subject to any increase, thus 
setting a Band D equivalent requirement of £42.04 per annum, the same as the 
2017/18 level. This generates a total precept sum, applicable for that geographical 
area of the Borough of £118,090. This total precept amount comprises of a Council 
Tax Support grant contribution from the Council of £33,202, with the balance being 
the sum collected directly from residents - £84,888.  
 

3.26  Saltburn, Marske & New Marske Parish Council, following its meeting on the 9th 
January 2018, has formally advised that for 2018/19 their precept amount is not 
subject to any increase, thus setting a Band D equivalent requirement of £18.27 per 
annum, the same as the 2017/18 level. This generates a total precept sum, 
applicable for that geographical area of the Borough of £131,550. This total precept 
amount comprises of a Council Tax Support grant contribution from the Council of 
£18,102, with the balance being the sum collected directly from residents -£113,448.  
 

3.27  Skelton & Brotton Parish Council, following its meeting on the 19th February 2018, 
has formally advised that for 2018/19 their precept amount is reducing by £0.45 per 
annum (1.53%), thus setting a Band D equivalent requirement of £28.89 per annum, 
down from the £29.34 in 2017/18 level. This generates a total precept sum, 
applicable for that geographical area of the Borough of £135,000. This total precept 
amount comprises of a Council Tax Support grant contribution from the Council of 
£27,172, with the balance being the sum collected directly from residents - 
£107,828.  
 

3.28  The calculations in Appendix 7 & Appendix 8 set out the effects of the precept 
requirements of the five Parish and Town Councils and determine in-part the total 
level of Council Tax to be collected in 2018/19 in specific geographical areas of the 
Borough. These notified Parish and Town Council precepts will be in addition to the 
base Council Tax charge. 
 

3.29  Council Tax Support Scheme 
 
The Council is conscious of the burden any Council Tax increase and Adult Social 
Care Precept increases will have on the most vulnerable in society and hence pro-
actively changed its Council Tax Support scheme in 2017/18, in order to protect in 
full the current 5,667.68 band D equivalent eligible working age claimants. That 
means no working age claimant will feel the effect of an annual increase, through to 
the end of the decade. 
 

3.30  The Council is required to consult on its Council Tax Support scheme on an annual 
basis where a proposal to change the existing arrangements is being considered. 
We are not proposing to further change the scheme in 2018/19.   
 

3.31  The Council Tax support scheme is a discount scheme applied to both eligible 
pensioners with a 100% statutory discount and eligible Housing Benefits claimants 
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with an 82.5% discount. 
 

3.32  Council Tax Bill 
 
The Council Tax Bill will include all the above amounts and will separately identify 
the sums due in respect of the 2018/19 financial year. Each bill will address an 
individual households circumstances and account for specific bandings alongside 
the application of appropriate discounts and exemptions. A band D equivalent 
Council Tax Bill, will be made up of the following lines and charges: 
  

3.33   
Band D Equivalent 

2017/18 
Charge 

£ 

Increase / 
Decrease 

£ 

2018/19 
Charge 

£ 
Council Tax 1,403.64 +29.08 1,432.72 
Adult Social Care Precept  54.97 +29.17 84.14 
Cleveland Police & Crime Panel 214.54 +12.00 226.54 
Cleveland Fire Authority 73.06 +2.12 75.18 
 
Total Band D Equivalent 

 
1,746.21 

 
+72.37 

 
1,818.58 

 

3.34  In addition to the sums due in respect of the major precepting bodies above, the 
charges for the five Parish & Town Councils will be shown as a separate and an 
additional amount on the bill. 
 
 
Band D Equivalent 

2017/18 
Charge 

£ 

Increase / 
Decrease 

£ 

2018/19 
Charge 

£ 
Guisborough Town Council 20.39 Nil 20.39 
Lockwood Parish Council  41.31 Nil 41.31 
Loftus Town Council 42.04 Nil 42.04 
Saltburn, Marske & New Marske Parish 
Council 

18.27 Nil 18.27 

Skelton & Brotton Parish Council 29.34 -0.45 28.89 
  

3.35  Business Rates 
 
The changes to the Local Government Funding system introduced in April 2013 
means that the Council is directly funded from a proportion (49%) of the Business 
Rates collected in the Borough, but also bear a share of the financial risk if there is a 
reduction in the amount collected. A safety net mechanism is in operation which 
means government support will be available if the drop in collection is significant.   
 

3.36  The medium term financial plan was built on the Council’s share of this being 
treated as a source of income to fund general Council activity, exactly the same as 
we currently treat Council Tax income. The assumptions around Business Rate 
collection would either take away or add to the overall income of the Council. 
 

3.37  The 2018/19 safety net threshold is 92.5% of the allocated business rates yield and 
would see the Council bearing the first £2.601 million of any gross collection 
shortfall, prior to any support being available from central government.  
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3.38  The Borough has a Government set target for a 100% business rate yield of 
£41.861 million for the 2018/19 financial year, based on the funding formula 
estimations. At this stage the Council’s 49% share of this yield equates to £20.512 
million, but for prudent financial planning purposes the Council is working on a cash 
planning total of £18.507 million, including anticipated Council growth of £0.880 
million during 2018/19. Appendix 9 details these estimates in full. 
 

3.39  Whilst the anticipated Business Rate yield for 2018/19 is down on the Government’s 
original planning assumptions, the Council is forecasting a position outside of the 
Government’s Safety Net arrangement which allows the Council to retain its 49% of 
any future Business Rate growth in the Borough. 
 

3.40  The retained cash collected is added to by a ‘Top-Up’ grant. This grant is part of the 
national mechanism to equalise Business Rate funding needs across England. In 
2018/19, the ‘Top-Up’ grant for the Council is £14.171 million, an increase of £0.413 
million on the adjusted 2017/18 position. This change has now been planned for in 
the Council’s financial estimates. 
 

3.41  The Government does provide an additional grant to support aspects of the 
business rate process, where Government policy changes have impacted on local 
business rate yields and for 2018/19 this is worth £2.052 million to the Council. This 
has been included in the Council’s budget estimates and forms part of the overall 
financial position of the Council 
 

3.42  The accounting for Business Rates in a forthcoming financial year is determined at 
the budget setting stage, with any variations during the year, having an impact on 
the next financial year. During 2017/18 we have collected more from Business 
Rates than originally planned for, with the Council’s 49% share of this surplus -
£0.934 million – now forming part of the 2018/19 budget. 
 

3.43  The total anticipated funding from Business Rates in 2018/19 is £35.664 million, an 
increase of £2.297 million on the 2017/18 planned position. 
 

4  Capital Investment & Treasury Management Strategy 
 

4.1  The building of the Council’s Medium Term Financial Plan generally begins with the 
formulation and development of our capital expenditure requirements. These longer 
term spending plans have the potential to fully develop our Borough to achieve its 
true potential, but these capital investments do require resourcing from both ongoing 
revenue allocations and from treasury management cash flows. 
 

4.2  Capital spending does however have a range of implications for the Council’s short 
and long term finances and cash-flow position as it drives the need to fund the 
creation of those assets, through the use of cash balances the Council currently or 
anticipates to hold, and/or through borrowing money (and thus incur interest costs) 
to fund that capital expenditure. 
 

4.3  The funding of the capital expenditure requirements can come from four main 
funding streams, these are: 
 

• External grants and contributions; 
• Receipts from the sale of current capital assets; 
• Borrowing; 
• Direct contributions from revenue income streams. 
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4.4  It is the Council’s intention to maximise the income it receives for its capital 
investments through successful bidding for external grants and also maximising the 
potential capital receipts it can achieve from the sale of surplus assets. This will then 
reduce the overall need for the Council to borrow and hence not incur additional 
interest costs.  
 

4.5  Government has, from 1st April 2016 allowed some further but very limited 
discretion to use capital receipts for transformation schemes, for example 
investment in service reform feasibility work, aggregating public procurement 
arrangements, or improving systems and process to tackle fraud and corruption. 
However the Government has always been clear that the reductions in budgets in 
recent years due to austerity cannot be subsidised from capital resources. 
 

4.6  The Council’s funding strategy for its capital expenditure is based on affordability 
and sustainability, which is evidenced and set out in a range of indicators known as 
the Prudential Indicators. These indicators are set on an annual basis, monitored 
regularly and revised accordingly. 
 

4.7  We also have a capital prioritisation process in place, which aims to ensure that 
where resources are available, they are allocated to projects to provide maximum 
benefit in terms of the achievement of the Council’s priorities.  
 

4.8  Our Capital Programme is an important mechanism for boosting growth, and 
ensuring growth is shared right across the Borough so its benefits may be felt in 
every community. As a council achieving, “prosperity for all” and establishing “good 
connections” are just two of our nine top priorities, that underpins what we do 
 

4.9  In July 2016, Cabinet approved the new Growth Strategy. This built on the 
Regeneration Masterplan, originally approved in 2010, and was refreshed to take 
account of a changing political and economic landscape – with austerity, the 
recession and the loss of steel-making in 2015. The Growth Strategy places a 
greater emphasis on developing the workforce and economy, alongside the ongoing 
commitment to develop our economic infrastructure and improve our quality of 
place. In addition the Growth Strategy is mutually supportive of the Council’s Local 
Plan ambition to significantly boost the supply of new homes above the level of 
housing need in order to achieve sustainable population growth that promotes 
economic growth.  
 

4.10  The Council’s approach for capital investment will ensure that the programme 
reflects the Council’s priorities, and that financing assumptions are realistic, prudent 
and affordable. 
 

4.11  Capital Investments 
 
The proposed medium term capital investments 2017/18 through to 2021/22 sets 
out the expenditure allocations within the capital programme over the current year 
plus a five year period, identifying the funding needs for the programme as a whole. 
The programme has an estimated capital spend of £103.826 million over this time 
period. Appendix 10. 
 

4.12  Financing costs of the capital programme are built into the medium term financial 
strategy for existing and new borrowing that is supported through government grant 
and prudential /unsupported borrowing. 
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4.13  The revenue plan for 2018/19 includes a sum of £8.145 million to pay the interest of 
our borrowing in regard to the programme, £7.280 million to fund interest obligations 
from PFI & lease arrangements and a sum of £5.916 million for the repayment of the 
principal loan amounts set aside for the repayment the Council’s debt, including PFI, 
when loans mature. 
 

4.14  Where the Council looks to borrow funds externally to fund aspects of the whole 
Capital investment programme the Council will pay the interest on any such loan at 
the appropriate rate of interest (20 year loans currently attract interest at circa. 
3.03%). In addition to the interest payment the Council is obligated to set aside a 
prudent element of the borrowed amount for the ultimate repayment of the loan 
itself. 
 

4.15  The capital programme will look to maximise external grant funding and will only 
borrow for approved aspects of the programme as and when required and not in 
advance of need. The programme will incorporate an aspect of over-programming 
against resources, but will ensure the over-programming element of the capital 
programme is maintained to a maximum 10% across the medium term. 
 

4.16  Treasury Management Strategy 
 
It is a critical business requirement that the Council effectively and prudently 
manages its cash resources and working capital during all financial years. The 
approach to treasury management ensures a strong governance framework is in 
place and that this framework operates in accordance with recognised best practice. 
Appendix 11 fully sets out the framework for the Council’s approach to treasury 
management activities. 
 

4.17  The successful identification, monitoring and control of risk will be the prime criteria 
by which the effectiveness of the treasury management activities will be measured.  
Accordingly, the analysis and reporting of treasury management activities will focus 
on their risk implications for the Council. 
 

4.18  Prudential indicators are the framework by which Local Authorities self-regulate their 
capital investment and financing activities. They are set and monitored by each 
Council and are therefore determined by local borrowing plans based on the specific 
investment strategy of the Council.  
 

4.19  The Council has outstanding capital programme debt of £157.862 million as at 31st 
December 2017 (the forecast year end position is £159.862 million). 
 

4.20  In addition to this outstanding debt from direct borrowing, the Council has the 
historic debt associated with Private Finance Initiative (PFI) assets and leased 
assets. As at 31st December 2017 this stood at £60.341 million (estimated to be 
£59.787 million at year end). 
 

4.21  The total long term debt for all capital purposes estimated for the end of March 2018 
is £219.649 million. This compares with an estimated capital financing requirement 
(underlying need of the Council to borrow) of £263.194 million on the 31st March 
2018. The difference of £43.545 million reflects the current policy of delaying 
borrowing decisions in order to deliver revenue reductions. 
 

4.22  In addition the Council can generate income on its surplus cash balances from 
investments in fixed terms deposits.  The average cash on deposit during the 
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current financial year is anticipated to be circa. £22.000 million, which leads to an 
annual interest earned budget of around £0.175 million. It is envisaged that current 
interest rates will continue to remain low with a small increase anticipated during 
2018/19.  
 

4.23  The Council’s main objective when investing money is to strike an appropriate 
balance between risk and return, minimising the risk of incurring losses from 
defaults and the risk of receiving unsuitably low investment income.  As a result the 
investment strategy for the next year will continue to focus on diversification of 
surplus cash balances held by individual counterparties of a credit rating of A-  and 
above, whilst keeping individual balances low and relatively short term.   
 

4.24  In addition to the above strategy, the Council is currently exploring the possibility of 
investing in longer term investment vehicles that would give a greater return than we 
can achieve with our usual investment types. To achieve these higher rates of return 
would involve investing in Property Funds, Corporate Bond funds or other Asset 
backed investment products all of which are allowed within a Treasury Management 
Strategy. In addition to greater revenue returns (dividends in the region of 4.5+%) 
there will also be potential for capital gains (increases in the fund price), but 
because capital prices fluctuate, investments of this nature would need to be for 
longer period (5 years +). 
 

4.25  The Council would need to revise its under borrowing position to pursue these types 
of treasury management investments. The under-borrowed position of the Council 
will be circa. £37.313 million by the end of 2017/18. Investments in 
Property/Corporate Bond funds/Asset backed Investment products would only 
commence after the appropriate due diligence had taken place and the additional 
borrowing would be taken for periods of less than 10 years. This new borrowing 
would fit with our current debt profile and enable the Council to access debt at a 
lower rate. 
 

4.26  When the Council finances capital expenditure through borrowing, it must set aside 
or save resources to repay that debt in later years. The amount charged to the 
revenue budget for the repayment of debt is known as the Minimum Revenue 
Provision (MRP).  
 

4.27  The Council’s Treasury Management Strategy (Appendix 11) is proposing one 
change to how we set aside funds for the repayment of debt, and hence the sum 
that the Council has available when that debt becomes due. We undertook a 
substantial re-calculation of this provision during 2015/16, but did not adjust our 
approach for Private Finance Initiative (PFI) assets. The Treasury Strategy now 
brings the treatment of all the PFI assets on to the same footing as every asset, 
ensuring we are consistent in our overall approach for debt post 2008. 
 

4.28  The policy for MRP on PFI contracts previously matched the principal repaid to the 
provider on an annual basis. The Council will now amend this policy to set aside 
MRP based on the life of the assets concerned from the financial year 2017/18 and 
onwards. This ensures that the actual revenue charge within the accounts is 
commensurate with the benefit of using the assets. This does not impact on the 
physical repayment of debt to the provider which will continue as per the individual 
PFI contract. 
 

4.29  This change in methodology calculates an overcharge of MRP from previous years. 
This is due to previous financial years receiving a larger proportion of the overall 
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charge than would be due under the revised policy. This overcharge will be 
recovered by reducing the MRP in 2017/18. The in-year charge will not be less than 
zero and therefore complies with the accounting regulations. We are proposing that 
a revised 2017/18 MRP policy is approved as part of the 2018/19 Treasury 
Management Strategy. The Governance Committee, noted without change, a report 
and presentation on the Treasury Management Strategy at its meeting on the 13th 
February 2018. 
 

4.30  The Government is in the process of introducing new guidance for the calculation of 
Minimum Revenue Provision which will apply from the 2019/20 financial year, but for 
any backdating options will now apply from the start of the 2018/19 financial year. 
This new definition of MRP means that in order to backdate the MRP for the 
consistent treatment of our PFI scheme, this amendment needs to be undertaken in 
the current financial year. A revised 2017/18 MRP strategy is attached (Appendix 
11) to apply this change, which will generate a reduction in previous allocated MRP 
charge of £5.190 million. This amount will be credited to the Budget Strategy 
reserve and be available to support the Council medium term financial plan over the 
next two financial years. 
 

4.31  The Council’s debt is forecasted to be £159.862 million at the beginning of 2018/19, 
with a further reductions of £12.972 million being repaid during the next five financial 
years, thus a closing balance of £146.890 million, prior to new borrowing of £25.972 
million being taken – thus a forecasted debt balance of £172.862 million by the end 
of 2021/22.This is down from the 31st March 2014 debt level of £176.463 million by 
£3.601 million.   
 

4.32  The Treasury Management Strategy sets out the Prudential indicator measures for a 
Council approved authorised limit for external debt for 2018/19 of £270.501 million 
(the maximum allowed) and an operational boundary for external debt of £260.501 
million (a working total for the limit on borrowing).  
 

5  Who have we consulted? 
 

5.1  The Council, as a fundamental part of establishing its Medium Term Financial 
Strategy, regularly undertakes consultation programmes as we see consultation and 
on-going consultation remaining key to the delivery of a successful strategy.  
 

5.2  The budget proposals report agreed by Cabinet on the 12 December 2017 agreed a 
set of budget proposals for the medium term, based on year 2 of the approved 
Shaping our Future 3 programme and proposed a series of consultation interactions 
on the key aspects of the medium term financial plan. 
 

5.3  A range of questions have been asked of the public and businesses via email and 
via the Council’s website. The main questions being asked in the consultation are 
around our proposals for increasing both Council Tax levels and an increase in the 
Adult Social Care Precept, along with the Council’s capital investment proposals.  
 

5.4  The Council as part of setting its financial plans for the next year commenced the 
annual consultation exercise to gather the views on a range of proposals, including 
its investment plans and the proposed increases in Local Taxation levels. 
 

5.5  We have asked the public's views on the annual budget process on a regular basis 
over the past four to five years, and this year we continue to update the public on 
the financial challenges the Council faces both now and through to the end of the 
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decade. 
 

5.6  The Council launched the budget consultation on the 12th December 2017, following 
the Cabinet approval of the Budget Proposal report. Consultation consisted of a 
Web based questionnaire which could either be completed on-line through the 
survey-monkey site or download and email back to the Council through its 
dedicated consultation@redcar-cleveland.gov.uk address. 
 

5.7  The budget consultation process has been publicised via a Council press release, 
which were issued on the 12 December 2017, with articles on the budget proposals 
being picked up by the Gazette.  
 

5.8  The consultation overall received 170 individual and/or group responses with 
comments being made on all aspects of the questions asked. It is worth noting that 
55.9% of our responses were in favour of a Council Tax increase with only 33.8% 
suggesting no to a Council Tax increase. 10.3% where undecided. In respect of the 
Adult Social Care Precept, 60.0% were in favour of accepting the precept, with 
29.2% against, and 10.8% unsure. 
 

5.9  A full breakdown of all the budget consultation comments received can be accessed 
via the Cabinet papers for the meeting held on the 6th February 2018. This sets out 
the questions asked of the various audiences and their full responses to the issues. 
 

5.10  In addition to the external consultation arrangements, the budget consultation was 
also included on the Resources Scrutiny & Improvement Committee agenda for their 
meeting on the 6 December 2017. Resources Scrutiny & Improvement formally 
noted the contents of the Cabinet budget proposals. 
 

5.11  Cabinet, at its meeting on the 6th February 2018, fully considered the consultation 
feedback in conjunction with the Local Government Finance Settlement and made 
the range of recommendations, as set out in this report to Council. 
 

6  What are the risks and resource implications? 
 

7.1 Equality and Diversity 
 
Under the public sector equality duty (set out in the Equality Act 2010), public 
authorities must have ‘due regard’ to the need to eliminate unlawful discrimination, 
harassment and victimisation as well as to advance equality of opportunity and 
foster good relations between people who share a protected characteristic and 
those who do not.   
 

7.2 This does not prevent the Council from making difficult decisions, but it does mean 
that we need to demonstrate that the Council is making fair decisions that take into 
account the needs and rights of different communities.  The protected groups 
covered by the equality duty are: age, disability, gender reassignment, pregnancy 
and maternity, race, religion or belief, sex and sexual orientation. The duty also 
covers marriage and civil partnerships, but only in respect of eliminating unlawful 
discrimination. 
 

7.3 The creation of the Council’s revenue budget is dependent on a range of solutions, 
some of which could potentially impact on equality for staff, residents, citizens or 
service users. Each of our Shaping our Future reviews is grounded in extensive 
research, evidence and conversations with key stakeholders. This has enabled us to 
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fully assess the potential impact of proposed changes on equality, ensuring we have 
due regard to the aims of the equality duty in our decision-making.   
 

7.4 The reviews incorporate an analysis of key intelligence, including equality data, 
along with the potential impacts and mitigating actions of the proposed changes.  In 
addition, the Council has carried out an analysis of the cumulative impact of the 
reviews on protected groups.  Overall, the impact of each of our reviews and as a 
whole has been assessed as having either no specific impact or a positive impact 
on protected groups.  This is because the budget envelope is being reduced 
primarily through internal reorganisation, particularly management and support 
costs, increasing our income and getting a better deal from our contracts.  As far as 
possible the Council is protecting the frontline in order to minimise the impact on 
customers and service users. 
 

7.5 It is however important to note that our analysis is based on an assessment of all 
available information at the present time. The Council will not know the true impact 
on equality until the service proposals are implemented.  The Council has therefore 
built in mechanisms that will enable the monitoring and review of the actual impact 
of the changes on protected groups as our new service offer is implemented. 
 

7.6 The monitoring of equality statistics for the workforce is taking place as the Council 
implements the changes, to ensure any negative impacts or trends are identified at 
an early stage.  This will consider all protected characteristics, but will have a 
particular focus on age and gender of staff as this is where our equality analysis has 
identified a potential impact, purely based on the demographics of the workforce.  If 
there is any evidence in the statistics of disproportionate impact, the reasons will be 
identified as soon as possible and action taken if the impact cannot be justified.   
 

7.7 Equality analyses for Council/Cabinet decisions are published alongside the reports 
in the ‘Cabinet and committee papers section’ of our website at www.redcar-
cleveland.gov.uk/decisionmaking and should be read in conjunction with the 
recommendations in the report. The Shaping our Future phase 3 initiation report 
was considered and approved by Cabinet at the meeting held on the 6th December 
2016. 
 

7.8 Carbon Footprint 
 
Within the capital programme there is a dedicated resource to specifically address 
carbon management both for the Council’s buildings and schools buildings.  
 

7.9 The Carbon Management Programme has had a strong first two years (2016/17) 
seeing its emissions reduce by 17.0% against the base year 2014/15. The 
programme will look to further reduce total emissions by 25% over the next 5 years 
through to 2019/20.  
 

7.10 Legal Considerations 
 
The Local Government Act 2003 introduced a formal requirement on Local 
Authorities to consider the proposed level of reserves and to take note of the advice 
from the Chief Finance Officer on the level of these reserves.  
 

7.11 If Members chose to ignore this advice the Act also requires the Council to record 
this position. This latter provision is designed to recognise the statutory 
responsibilities of Local Authority Treasurers. 
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7.12 In addition, Section 25 of the Local Government Act 1972 addresses the Chief 
Finance Officer’s legal requirement to be satisfied regarding the adequacy of its 
reserves when setting and operating the budgetary policy of the Council. 
 

7.13 The setting of a balanced revenue position on an annual basis is a key part of 
achieving these two legal requirements. 
 

7.14 The Corporate Director for Resources, having been integral to the building of the 
Council’s budget, is satisfied as to its robustness and based on a risk assessment is 
comfortable with general reserves being set at the floor of 5% of the net revenue 
budget 
 

7.15 On 31st January 2014 the Secretary of State for Communities and Local 
Government issued The Local Authorities (Standing Orders) (England) Amendment) 
Regulations 2014 (the Regulations) which require recorded votes to be taken at 
budget setting meetings. The Regulations state immediately after any vote is taken 
at a budget decision meeting of an authority there must be recorded in the minutes 
of the proceedings of that meeting, the names of the persons who cast a vote for the 
decision or against the decision or who abstained from voting. 
 

7.16 A budget decision meeting is defined as one where the authority makes a 
calculation of its budget requirement under relevant sections of the Local 
Government Finance Act 1992 or issues a precept under that Act. A vote in this 
context is defined to include a vote on any decision related to the making of the 
calculation or issuing of the precept. This includes votes on any amendment as well 
as the substantive motion. 
 

7.17 Section 106 of the Local Government Finance Act 1992 makes it an offence for a 
Member in council tax arrears (with at least two months unpaid bills) to vote at a 
meeting of the Council, a committee or of the council’s executive where financial 
matters relating to Council Tax are being considered. It is also an offence if any 
such Member present, who is aware of the arrears, fails to disclose that they are in 
arrears of Council Tax. 
 

7.18 The Chief Finance Officer, can confirm that all Members of Redcar & Cleveland 
Council are eligible to vote on this Medium Term Financial Strategy, as they all fully 
satisfy the requirements of Section 106 of the Local Government Finance Act 1992. 
 

7.19 Financial Considerations 
 
One of the statutory duties of the Chief Financial Officer is to report to the Council 
before it considers the budget and the level of Council Tax to be set for the next 
financial year, on the robustness of the budget proposals and the adequacy of the 
financial reserves. 
 

7.20 It is critical that the level of general reserves is determined using appropriate 
weighting factors for the quantification of risks. A prudent level of general reserves 
for 2018/19 has been assessed as £5.327 million, which is some £0.317 million in 
excess of the risk assessed balance for reserves, so a general reserves provision 
for 2018/19 will be based on 5% of the net revenue budget. (Appendix 4).  
 

7.21 The three financial years of the Shaping our Future phase 3 programme, has 
identified in excess of £25.600 million of budget reductions and income growth 
solutions. The Chief Finance Officer has reviewed these solutions, in the context of 
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the wider capital and revenue budgets and is prepared to assure that the budget for 
2018/19 and the full three years of the Shaping our Future programme is robust. 
 

7.22 To mitigate the level of potential risks associated with the delivery of the Shaping 
our Future Phase 3 programme, robust budget monitoring will continue to focus on 
the delivery of the planned service and budget reductions and then regularly 
reported to Members through the quarterly financial position statement to Cabinet. 
 

7  What options have been considered? 
 

7.1  The building of the Council’s medium term financial strategy involves input from a 
whole range of sources, including employees, partners and members across the full 
remit of the Council. 
 

7.2  Various planning sessions have been held to understand the base budget of the 
Council and the spread of the budget across the remaining years of the Shaping our 
Future programme and the individual services offered by the Council. 
 

7.3  Staff, Members, trade unions and partners have had and the opportunity to focus 
and refine the Council’s budget and offer alternative solutions and ideas in regard to 
the ongoing Shaping our Future solutions. 
 

8  What is the reason for the recommended option? 
 

8.1  The recommended option set out in this report will allow the Council to set a 
balanced revenue budget for 2018/19 and a balanced Medium Term Financial 
Strategy to the end of the decade, which is based on a Council Tax increase of 
1.99% per annum and a 2.00% equivalent precept increase in respect of Adult 
Social Care requirements. It will further allow the setting of an affordable Capital 
Investment programme which is fully supported by a robust Treasury Management 
Strategy, thus ensuring that the following key values are adhered too: 
 

• Keeping communities at our hearts; 
• Bold and ambitious; 
• Caring and respectful; 
• Delivering our best. 
 

8.2  The proposed medium term financial strategy is built on the Shaping our Future 
programme, which is in line with the Corporate Plan values and priorities and look to 
ensure that all the excellent work we undertook in the setting previous Shaping our 
Future design solutions, continues to deliver the necessary cuts to secure a balance 
budget position for the Council to flourish in the future.  
 

9  Recommendations  
 

9.1  It is recommended that Council approves a Medium Term Financial Strategy that 
sets a balanced budget for the next two financial years, that incorporates the 
following main components: 

 
• A balanced medium term financial strategy that incorporates the Shaping our 

Future 3 programme; 
 
• A 1.99% Council Tax increase for 2018/19 (Appendix 7); 
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• A 2.00% Adult Social Care Precept increase for 2018/19 (Appendix 7); 
 

• The required Council Tax amounts and revenue allocations, applicable for 
the Borough of Redcar & Cleveland (Appendix 8); 
 

• An affordable Capital Investment programme, including a revised 2017/18 
position, supported by a robust Treasury Management Strategy (Appendix 
10); 
 

• A revised Minimum Revenue Provision policy for 2017/18; (Appendix 11) 
 

• A Treasury Management Strategy that sets the authorised limit for external 
debt for 2018/19 at £270.501 million (Appendix 11). 

 
10  Appendices and further information 

 
10.1  Appendix 1 – Government Funding changes;  

Appendix 2 – Service Investments & Pressures;  
Appendix 3 – Shaping our Future reductions;  
Appendix 4 – General Reserve;  
Appendix 5 – Revenue budget summary;  
Appendix 6 – Council Tax & Adult Social Care Precept;  
Appendix 7 – Council Tax Setting – for the Council;  
Appendix 8 – Council Tax Setting – as the Billing Authority;  
Appendix 9 – Business Rates Forecast;  
Appendix 10 – Capital Investment Programme;  
Appendix 11 – Treasury Management Strategy;  
 

11  Background papers 
 

11.1  No background papers other than published works were used in writing this report. 
 

12  Contact officer 
 

12.1  Name: John Sampson 
Position:      Corporate Director for Resources  
Address:      Redcar & Cleveland House, Redcar, TS10 1RT  
Telephone:      01642 771144 
Email:      John.sampson@redcar-cleveland.gov.uk 

 
 
 
 
 

Version 7 (08/03/2017) 54 of 111



APPENDIX 1 

Government Funding Estimates & Allocations 

The Government on an annual basis announces the provisional funding settlement 
for local government. This settlement is subject to formal consultation and then is 
issued as a final funding settlement around early February. The settlement sets out 
a range of specific grants and allocations for individual Councils in England.  
 
On 6th February 2018 the Government announced the final Local Government 
Settlement which saw two further changes to the Council’s numbers. The statutory 
budget and Council Tax calculations detailed in MTFS report and attached 
appendices are based on these final figures.   
 
The Local Government Finance settlement announcement for 2018/19 also includes 
indicative amounts for 2019/20 as part of the Government’s multi-year funding offer, 
which the Council, along with 97% of all Councils, has agreed to 
 
The Local Government Finance settlement raised the 2.00% referendum threshold 
for a Council Tax increase, to 3.00% for 2018/19, on the back of CPI inflation 
currently running at this higher level.  
 
The Government commended local authorities for their work in securing efficiency 
savings supported by the long term certainty of the multi-year settlement and 
extended the capital receipts flexibility programme for a further three years. The 
scheme gives local authorities the freedom to use capital receipts from the sale of 
assets to support transformation and unlock efficiency savings, but would take away 
a large part of the Council’s funding provision for the delivery of the Capital 
Investment programme, should additional borrowing not be sought.  
 
The Local Government Finance Settlement is compiled through a combination of 
grants and income assumptions about the total quantum of income the Council 
could receive, including those amounts capable of being raised through Local 
Taxation. The core grant aspects of the settlement are set out below and are 
comprised of the following: 
 

• Settlement Funding Assessment; 
• Better Care Fund; 
• New Homes Bonus; 
• Adult Social Care Support Grant. 
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APPENDIX 1 

Settlement Funding Assessment 
 
This funding assessment is a combination of two grants and an assumption in 
respect of how much the Borough should generate and retain (49% of the total) in 
respect of business rate income. The three year numbers (in £’millions) are: 
 
 
 

2017/18 
£’m 

2018/19 
£’m 

2019/20 
£’m 

Revenue Support Grant 15.462 11.403 7.312 
Business Rate ‘Top-up’ Grant 13.758* 14.171 14.486 
Business Rates Assumption (49%) 19.381 20.511 20.966 
 
Total 

 
48.601 

 
46.086 

 
42.764 

 
* The 2017/18 Business Rates ‘Top-up’ grant is the revised amount following an in year adjustment. 
 
The Revenue Support Grant is the main Government grant to Local Authorities and 
is based on a combination of formula based needs across service related areas, but 
capped for the total sum available in England. This is the grant that is reducing year 
on year. The Revenue Support Grant for the Council has been reduced by £4.059 
million down to £11.403 million in 2018/19 (a 26.25% reduction). The allocation 
confirms the previously notified and planned for amount. 
 
The Business Rate ‘Top-up’ grant in the settlement is a grant established in order to 
allocate funding to a Council area, where the 49% retained share of the business 
rate yield, is insufficient to fund the Council for its assessed service requirements.  
The funding settlement now estimates that of the total £34.683 million it should get 
from its business rate assumed allocation, that the ‘Top-up’ grant element will be 
£14.171 million, an increase of £0.414 million on the revised 2017/18 position.  
 
The Government’s assumed Business Rates yield for the Borough of £20.512 
million in 2018/19, whilst up on the 2017/18 position is still in excess of the 
forecasted business rates the Council will receive in 2018/19 by circa. £2.885 
million, prior to any 2018/19 in year growth. The Council’s budget estimates, take 
this shortfall fully into account, as part of the overall position on Business Rates. The 
assumption in respect of later years’ business rates yields have been uplifted by the 
Office of Budget Responsibility’s CPI inflation forecasts of 3.00% in 2018/19 and 
then 2.22% in 2019/20, as set out in the national Business Rates model. 
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APPENDIX 1 

Better Care Fund (Improved) 
 
The Improved Better Care Fund grant is an allocation which commenced in 2017/18 
through to 2019/20 and runs in addition to the existing Better Care Fund grant the 
Council is currently in receipt of. The three year numbers (in £’millions) for the two 
parts of the allocation are: 
 
 
 

2017/18 
£’m 

2018/19 
£’m 

2019/20 
£’m 

 
Better Care Fund (Improved) 

 
3.595 

 
4.870 

 
6.004 

 

The improved Better Care Fund Grant for England will add up to £1.837 billion by 
2019/20. The Medium Term Financial Strategy allocates the total Better Care Fund 
grant to Adult Social Care services in its entirety. 
 
New Homes Bonus 
 
The New Homes Bonus is a reward based grant scheme that commenced in 
2011/12 which is aimed at encouraging local authorities to work with developers 
through the planning process for the building of new homes in return for additional 
revenue. The three year numbers (in £’millions) for the grant are: 
 
 
 

2017/18 
£’m 

2018/19 
£’m 

2019/20 
£’m 

Scheme Arrangements 5 Year 4 Year 4 year 
 
New Homes Bonus 

 
2.150 

 
1.522 

 
1.742 

 

With effect from the 2014/15 Medium Term Financial Strategy, the New Homes 
Bonus allocation has been allocated as a Source of Funding, to effectively fund 
aspects of all Council services, rather than specifically being allocated in its entirety 
for Housing and Planning related activities. 
 
The New Homes Bonus has reduced by £0.628 million in 2018/19, which is a 
reduction of £0.139 million more than originally advised. This revised funding 
position for 2018/19 and the indicative amount for 2019/20 has now been factored 
into the Council’s Medium Tern Financial Strategy. 
 

57 of 111



APPENDIX 1 

Adult Social Care Support Grant 
 
The Local Government Finance Settlement announced a one off grant for 2017/18 
only in respect of Adult Social Care; this has now been extended for 2018/19, but at 
a reduced level – effectively taking £0.273 million out of Adult Services budgets. The 
grant has been funded from savings achieved by Government from the reform of the 
New Homes Bonus scheme.  
 
 
 

2017/18 
£’m 

2018/19 
£’m 

2019/20 
£’m 

 
Adult Social Care Support Grant 

 
0.723 

 
0.450 

 
tbc 

 

The Medium Term Financial Strategy allocates the Adult Social Care Support Grant 
to Adult Social Care services in its entirety, in order to fund both emerging and 
ongoing pressures in the service. 
 
Core Spending Power 
 
The Government has established a Core Spending Power measure that groups a 
range of funding sources together to set out a fuller picture of the Council’s available 
resources. This headline statistic for 2018/19 shows a notional increase of £2.046 
million in overall Council funding from £111.898 million in 2017/18 (a 1.8% notional 
increase) and it is this measure that has been used by Government to benchmark 
the severity of the funding cuts to Local Government. The Government’s three year 
numbers (in £’millions) for the Core Spending Power are: 
 
 
 
 

2017/18 
£’m 

2018/19 
£’m 

2019/20 
£’m 

Settlement Funding Assessment 49.134 46.086 42.764 
Business Rates uplift at CPI not RPI 0.506 0.795 1.083 
Better Care Fund  3.595 4.870 6.004 
New Homes Bonus 2.150 1.522 1.742 
Adult Social Care Support Grant 0.723 0.450 tbc 
Notional Council Tax 53.668 56.290 59.041 
Notional Adult Social Care Precept 2.123 3.931 4.761 
 
Total 

 
111.898 

 
113.944 

 
115.395 

 

The notional aspects of the Council Tax and Adult Social Care Precept amounts are 
based on Government assumptions that both of these Local Taxation amounts will 
increase by the allowed 3.00% and that 100% of the total sums levied will be 
collected, without any further discounts and/or exemptions being claimed during the 
respective financial years. These two notional amounts effectively over-estimate the 
Council income by £1.332 million in 2018/19 rising to an over-estimation of £1.610 
million in 2019/20. 
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APPENDIX 1 

The Government have used the Core Spending Power, to show how a Borough is 
funded per dwelling, compared to all Local Authority areas and to an England 
average per dwelling. The England average Core Spending Power per dwelling is 
£1,874.33, but in Redcar & Cleveland we are allocated £1,781.32 per dwelling, 
some £93.01 per dwelling less than this England average. If the Council were to be 
funded at just the England average then our overall resources would be £5.950 
million better off in 2018/19 - the equivalent of a 10.49% Council tax increase. 
 
Public Health Grant 
 
In addition to the announcements made via the Local Government Finance 
Settlement, the Public Health Grant (ring-fenced) is also announced for 2018/19, 
with indicative amounts given for 2019/20. The grant has faced year on year 
reductions since it transferred from Health into Local Government.  
 
 
 

2017/18 
£’m 

2018/19 
£’m 

2019/20 
£’m 

 
Public Health Grant 

 
12.126 

 
11.827 

 
11.523 

 
Grant Reduction 

 
-0.299 

 
-0.304 

 
-0.304 

 
Total Grant  

 
11.827 

 
11.523 

 
11.219 

 
Shaping our Future Target 

 
-0.580 

 
-0.770 

 
0.000 

 
The Public Health service as well as bearing the loss of the grant through 
Government cuts, also looks to deliver its share of the Council’s Shaping our Future 
programme. For 2018/19 the total reduction from Public Health funding will be 
£1.074 million. 
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Budget Increases APPENDIX 2

Children & Families Type 2017/18 2018/19 2019/20 2020/21 2021/22

Children in Care (LAC + Team) - Net Amounts Bus. Case 200,000 3,150,000 250,000 250,000 250,000

Educational Services Grant Bus. Case 249,514 0 0 0 0

Transport Reorganisation - 3 year Repayment of 

Investment Loan -250,000 -250,000 -250,000 0 0

Special Guardianships Bus.Case 0 0 0 0 110,000

Sub total 199,514 2,900,000 0 250,000 360,000

Adults Type 2017/18 2018/19 2019/20 2020/21 2021/22

3% Increase in Demographics Bus. Case 1,052,766 580,000 620,000 665,000 710,000

Provider Fee Increases Bus. Case 894,840 580,000 620,000 665,000 710,000

Sub total 1,947,606 1,160,000 1,240,000 1,330,000 1,420,000

Public Health Type 2017/18 2018/19 2019/20 2020/21 2021/22

Blank n/a 0 0 0 0 0

Sub total 0 0 0 0 0

Economic Growth Type 2017/18 2018/19 2019/20 2020/21 2021/22

Visitor Destination Plan Investment 250,000 0 0 0 0

Sub total 250,000 0 0 0 0

Neighbourhoods Type 2017/18 2018/19 2019/20 2020/21 2021/22

Library Services 100,000 0 0 0

SITA Contract renewal - Inflation & Extension Bus. Case 67,000 425,000 0 0 0

Sub total 67,000 525,000 0 0 0

Governance Type 2017/18 2018/19 2019/20 2020/21 2021/22

Blank n/a 0 0 0 0 0

Sub total 0 0 0 0 0

Financial Services Type 2017/18 2018/19 2019/20 2020/21 2021/22

Housing Benefit Subsidy - Admin Grant 51,600 47,100 0 39,000 35,000

Council Tax Support Subsidy - Admin Grant 6,600 8,600 0 14,000 17,500

Sub total 58,200 55,700 0 53,000 52,500

Corporate Allocations Type 2017/18 2018/19 2019/20 2020/21 2021/22

Pension Fund Strain unwinding TPS -135,800 -32,100 0 0 0

Pension Fund triennial Valuation TPS 420,000 0 0 tbc 0

Prudent MRP Policy Council 635,000 -20,500 -184,000 405,800 168,800

MRP One Off Saving - Reversed One Off 3,542,000 0 0 0 0

New Homes Bonus - Grant changes Grant 412,600 548,000 -223,000 tbc tbc

Educational Services Adjustment Grant 0 600,000 0 0 0

Apprenticeship Levy @ 0.50% Legislation 210,000 -210,000 0 0 0

Pay Award Inflation & NLW Increase Pay 470,800 1,000,000 1,000,000 1,000,000 1,000,000

Sub total 5,554,600 1,885,400 593,000 1,405,800 1,168,800

Council 8,076,920 6,526,100 1,833,000 3,038,800 3,001,300
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Budget- SOF3 Reductions APPENDIX 3

Children & Families Review 2017/18 2018/19 2019/20 2020/21 2021/22

Early Help Service Review

0-25 Integration 

Services -428,000 0 0

Review of Early Years SEND support

0-25 Integration 

Services -120,000 -75,000 0

Improved Emotional Well-being of our Looked After Children

0-25 Integration 

Services -280,000 -280,000 0

Maximising resources to support looked after children

0-25 Integration 

Services -70,000 -195,000 -52,000 

Sub total -898,000 -550,000 -52,000 0 0

Adults Review 2017/18 2018/19 2019/20 2020/21 2021/22

Supporting Independence

Care & Health 

Integration -1,250,000 -1,250,000 -1,250,000 

Joint working with care and health providers

Care & Health 

Integration -350,000 -450,000 -250,000 

Social Inclusion and Business Support

Care & Health 

Integration -600,000 0 0

Sub total - R&I -2,200,000 -1,700,000 -1,500,000 0 0

Healthy Lifestyles Type 2017/18 2018/19 2019/20 2020/21 2021/22

Service Redesign

Community Based 

Public Health -280,000 -260,000 0

Service Efficiency

Community Based 

Public Health 0 -250,000 0

Restructuring Delivery Models to shift from clinical to community 

approach

Community Based 

Public Health -300,000 -260,000 0

Sub total -580,000 -770,000 0 0 0

Economic Growth Type 2017/18 2018/19 2019/20 2020/21 2021/22

Service Redesign Growth Strategy -200,000 0 0 0 0

Sub total -200,000 0 0 0 0

Neighbourhoods Type 2017/18 2018/19 2019/20 2020/21 2021/22

Recycling and Refuse Collection Waste & Recycling -80,000 -10,000 -310,000 

Commercialisation Waste & Recycling 0 -50,000 -50,000 

Street Lighting Streetscene 0 -170,000 0

Highways Streetscene -120,000 0 0

CCTV Streetscene -140,000 -60,000 0

Transformation of maintenance and neighbourhood activity Streetscene 0 0 -110,000 

Redesign of libraries and customer access offer Customer Access -400,000 0 0

Commercialisation Workshop Offer Fleet Management 0 -50,000 -200,000 

Improve administrative processes Fleet Management -10,000 -20,000 -10,000 

Contractual Efficiencies Fleet Management -80,000 0 0

Fuel Rationalisation and review of vehicle usage Fleet Management -40,000 -40,000 -50,000 

Sub total -870,000 -400,000 -730,000 0 0

Governance Type 2017/18 2018/19 2019/20 2020/21 2021/22

Governance Structures Good Governance -380,000 -50,000 0 0 0

Sub total -380,000 -50,000 0 0 0

Financial Services Type 2017/18 2018/19 2019/20 2020/21 2021/22

Future Delivery of revenue and benefits services

Managing our 

Money 0 -900,000 0

Review of IT

Managing our 

Money -350,000 -265,000 -285,000 

Assets Management

Managing our 

Money -300,000 -585,000 -215,000 

Sub total -650,000 -1,750,000 -500,000 0 0

Corporate Allocations Type 2017/18 2018/19 2019/20 2020/21 2021/22

MRP change in accounting for PFI Assets MTFP 0 -1,023,600 156,200 -174,200 -139,600 

External Funding Reversal MTFP -300,000 300,000 0 0 0

Capital Fund Investment - £10 million MTFP 0 -250,000 0 0 0

LOBO buy back - £29 million MTFP -240,000 55,000 40,000 45,000

Section 106 MTFP 0 -100,000 0 0 0

Fees & Charges MTFP -300,000 -525,000 -525,000 -525,000 -525,000 

Sub total -600,000 -1,838,600 -313,800 -659,200 -619,600 

Council Total -6,378,000 -7,058,600 -3,095,800 -659,200 -619,600 
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APPENDIX 4
Risk Category Risk 2017/18 2018/19 2019/20 2020/21 2021/22

Rating £ £ £ £ £

5% of Net Revenue Budget - (For reference) n/a 5,242,000   5,327,000   5,338,000   5,279,000   5,279,000    
Inflation 
Pay award medium 420,000 400,000 400,000 400,000 400,000
Non Pay Inflation low 100,000 500,000 500,000 500,000 500,000
Income Inflation medium 0 -100,000 -150,000 -150,000 -150,000

520,000 800,000 750,000 750,000 750,000
Investment & Borrowing Interest
Interest earned from investments low 100,000 100,000 100,000 100,000 100,000
Interest paid on borrowing low 50,000 50,000 50,000 50,000 50,000

150,000 150,000 150,000 150,000 150,000
Capital Resourcing & Financing
Delay in receipt of capital funding low 205,000 220,000 140,000 110,000 110,000
Cost pressures in the capital programme low 105,000 110,000 100,000 75,000 60,000

310,000 330,000 240,000 185,000 170,000
Service Pressures
Demographics medium 500,000 750,000 750,000 750,000 750,000
Service Delivery medium 200,000 200,000 200,000 50,000 50,000
Pension cost pressures low in base in base in base 0 0

700,000 950,000 950,000 800,000 800,000
Efficiency Savings
Financial plan savings low 500,000 600,000 600,000 tbc tbc
Shaping our Future low 0 0 0 1,000,000 1,000,000

500,000 600,000 600,000 1,000,000 1,000,000
Revenue Funding Changes
Government Grants medium 0 0 0 tbc tbc
Business Rates income medium 520,000 880,000 1,200,000 tbc tbc
Council Tax income low 250,000 100,000 100,000 100,000 100,000

770,000 980,000 1,300,000 100,000 100,000
Specific Provisions
Court & Complex Legal costs medium 500,000 250,000 250,000 250,000 250,000
Referendum low 200,000 200,000 200,000 200,000 200,000

700,000 450,000 450,000 450,000 450,000
Emergency Planning
Bellwin threshold & limits low 1,000,000 750,000 750,000 750,000 750,000

5% Reserve Floor - Top up n/a 592,000 317,000 148,000 1,094,000 1,109,000

Total 5,242,000 5,327,000 5,338,000 5,279,000 5,279,00062 of 111



Original Revised (P7) Revised Revised APPENDIX 5

Council Budget Summary 2017/18 2017/18 2018/19 2019/20 2020/21 2021/22

£'m £'m £'m £'m £'m £'m

Revenue Support Grant 15.462 15.462 11.403 7.312 4.633 2.935

Council Tax Income @ 1.99% Increase 53.905 53.905 56.212 57.873 58.556 59.434

Adult Services Levy @ 2.00% increase 2.103 2.103 3.267 4.513 4.582 4.651

Business Rates Income 33.367 33.367 35.664 37.063 37.804 38.560

Sub Total 104.837 104.837 106.546 106.761 105.575 105.580

Education Funding 68.106 68.106 68.106 68.106 68.106 68.106

Housing Benefit Funding 58.789 58.789 58.789 58.789 58.789 58.789

Fees & Charges 17.916 17.916 17.916 17.916 17.916 17.916

Grants & Other Funding 47.718 47.718 47.718 47.718 47.718 47.718

Sub Total 192.529 192.529 192.529 192.529 192.529 192.529

Total Council Funding 297.366 297.366 299.074 299.290 298.104 298.108

Schools Budget Allocation 68.106 68.106 68.106 68.106 68.106 68.106

Housing Benefit Payments 58.789 58.789 58.789 58.789 58.789 58.789

Base Council Pay & Non Pay Budget 175.645 175.645 177.344 176.811 175.549 177.928

Budget Increases 8.376 8.077 6.526 1.833 3.039 3.001

SOF3 - Reductions -6.678 -6.378 -7.059 -3.096 -0.659 -0.620 

Total Council Expenditure 304.238 304.239 303.706 302.443 304.823 307.205

Net Revenue Position -6.872 -6.873 -4.632 -3.154 -6.719 -9.096 

Reserve Strategy 6.872 6.873 4.632 3.154 6.719 9.096

Original Reserve Use 3.104 0 0 0

1.528 3.154 6.719 9.096

63 of 111



APPENDIX 6
COUNCIL TAX & ADULT SOCIAL CARE PRECEPT 3.99% 3.99% 3.99% 0.00% 0.00%

Council Tax 2017/18 2018/19 2019/20 2020/21 2021/22

Council Tax Base (Band D Equivalent) 37,884.40 38,249.30 38,823.00 39,426.00 40,026.00
Council Tax Volume Growth 364.90 573.70 603.00 600.00 600.00

38,249.30 38,823.00 39,426.00 40,026.00 40,626.00

Band D Equivalent Base Price ‐ Council Tax 1,403.64 1,403.64 1,432.72 1,462.96 1,462.96
Band D Equivalent Base Price ‐ ASCP 54.97 54.97 84.14 114.48 114.48

£ 1,458.61 1,458.61 1,516.86 1,577.44 1,577.44

Price Increase  n/a 58.25 60.58 0.00 0.00
Current 1,458.61 1,516.86 1,577.44 1,577.44 1,577.44

Council Tax Proportion 1.99% 1,403.64 1,432.72 1,462.96 1,462.96 1,462.96
Adult Social Care Proportion 2.00% 54.97 84.14 114.48 114.48 114.48

Council Tax Income 53,688,247 55,622,404 57,678,538 58,556,312 59,434,087
Adult Social Care Precept Income 2,102,564 3,266,653 4,513,465 4,582,152 4,650,840

Recurring Income Total 55,790,811 58,889,057 62,192,003 63,138,465 64,084,927

Collection Fund ‐ Estimate (One‐Off) 216,840 590,000 194,000 0 0

Total Council Tax Income 56,007,651 59,479,057 62,386,003 63,138,465 64,084,927

Council Tax/ASCP Breakdown 2017/18 2018/19 2019/20 2019/20 2019/20

Base Amount 53,176,059 55,790,811 58,889,057 62,192,003 63,138,465
Volume Increase 532,247 870,223 951,194 946,462 946,462
Price Increase 2,082,505 2,228,023 2,351,752 0 0

55,790,811 58,889,057 62,192,003 63,138,465 64,084,927
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CALCULATION OF THE COUNCIL TAX 

 
This Appendix informs Members of the requirements of the Local Government Finance Act 
1992, as amended by the Localism Act 2011 to enable Council to approve the level of Council 
Tax for 2018/19.  The calculation of the level of Council Tax for 2018/19 is in accordance with 
statutory requirements. 
 
The 2018/19 revenue budget requirement for Redcar and Cleveland Borough Council is 
£106,545,536 and how this is funded is set out in the table below.   Full details of the budget 
requirement and the rationale behind it are set out in the covering report. 
 
The table also illustrates that the budget requirement will lead to a 3.99% increase in Council 
Tax levels (this is both for the main Council charge and the Adult Social Care Precept) for 
the Council to £1,516.86 for a Band D property.  The Council Tax base for 2018/19 was 
approved by Cabinet on 12 December 2017 in line also with statutory timescales. 
 

 
 
Section 50 of the Local Government Finance Act 1992 requests that Parish Council’s should 
notify their precepts to the Billing Authority before 1 March.  The table below gives the 
precept figures as notified by each Parish. 
 

£ £

Redcar & Cleveland Revenue Budget 106,545,536

Less : Revenue Support Grant (RSG) (11,402,813)
          Business Rates Baseline & Forecast Growth (34,729,580)
           Total Formula Grant (46,132,393)

Less : Collection Fund Surplus - Council Tax (590,000)
Less : Collection Fund Surplus - Business rates (934,086) (47,656,479)

Net Budget 58,889,057

Divided by Net Taxbase 38,823.00

Billing Authority Council Tax
Total Council Tax Band D 2018/19 (Including Adult Social Care Precept) 1,516.86
Total Council Tax Band D 2017/18 (Including Adult Social Care Precept) 1,458.61

Change £ 58.25
Change % 3.99

Revenue Budget Requirement 2018/19
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The total budget requirement of Redcar and Cleveland Borough Council as the Billing 
Authority is therefore: 
 

 
 
Calculation of the Council Tax Requirement 
 
In order to determine the council tax requirement, the total budget requirement needs to be 
reduced by the amount of formula grant funding and collection fund surpluses.  Below is a 
breakdown of the formula grant funding allocated to Redcar & Cleveland Borough Council 
for 2018/19: 
 

 

Surplus/Deficit on the Collection Fund 
 
The Council is required under statutory regulation to maintain a separate account, known as 
the Collection Fund, in which it records all local tax payments for Council Tax purposes.  The 
estimated balance on this fund has to be calculated on or before the 15 January (for Council 
Tax) and 31 January for business rates each year, for use in the calculation of the Council 
Tax Requirement.   
 
Any surplus or deficit is apportioned between the Council and its precepting bodies as 
follows: 
 

£ £ £ £ £ %
145,800 20.39 Guisborough 150,000 20.39 0.00 0.00
52,100 41.31 Lockwood 52,045 41.31 0.00 0.00
118,200 42.04 Loftus 118,090 42.04 0.00 0.00
130,810 18.27 Saltburn, Marske and New Marske 131,550 18.27 0.00 0.00
135,000 29.34 Skelton and Brotton 135,000 28.89 -0.45 -1.53
581,910 586,685

2018/19           
Precept 

including 
Ctax Support

Change 
excluding Ctax 

Support %
     Parish

2017/18            
Band D 

Equivalent

2018/19             
Band D 

Equivalent 
excl Ctax 
Support

Change 
excluding 

Ctax Support     
£

2017/18            
Precept

£
Redcar and Cleveland 106,545,536
Parish Councils 586,685
Total 107,132,221

Total Budget Requirement 2018/19

£
Revenue Support Grant (RSG) 11,402,813
Business Rates Baseline Funding Level (BFL) 34,682,861
Confirmed Deficit (2,884,756)
Section 31 Grant 2,051,475
Forecast Business Rate Growth 880,000
Total Formula Grant 46,132,393

2018/19 Formula Grant
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The calculation of Redcar & Cleveland’s Council Tax Requirement is shown in the table 
below. 
 

 
 
Council Tax Base 
 
The Council Tax base is an essential component of the calculation for council tax amounts 
and must be calculated and approved by Cabinet between 1 December and 15 January.  
Cabinet agreed its Council Tax base at its meeting on 12 December 2017. The table below 
provides an analysis of the Council Tax base for the Borough by area. 
 

 
 
 
 
 
 

£
Estimated  Council Tax Surplus 705,000
Precepting Shares
    RCBC element 590,000
    Police element 86,000
    Fire element 29,000

Estimated Business Rates Surplus 1,906,298
Precepting Shares
    RCBC element 934,086
    Central Government element 953,149
    Fire element 19,063

Total RCBC Collection Fund Surplus 2017/18 1,524,086

Collection Fund Surplus 2017/18

£ £

Total Budget Requirement 107,132,221

Less: Revenue Support Grant (11,402,813)
          Business Rates Baseline & Forecast Growth (34,729,580)
          Total Formula Grant (46,132,393)

Less: Collection Fund Surplus (1,524,086) (47,656,479)

Redcar & Cleveland Council Tax Requirement 59,475,742

Council Tax Requirement 2018/19

Council Tax Base By Area Gross Net (99.5%)
Guisborough 8,474.00 6,456.60
Lockwood 1,698.00 926.10
Loftus 3,821.00 2,019.30
Saltburn, Marske & New Marske 8,984.00 6,209.60
Skelton & Brotton 6,003.00 3,732.80
Total Parishes 28,980.00 19,344.40

Non Parished Areas 34,986.00 19,478.60

Borough Total 63,966.00 38,823.00
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Calculation of Council Tax amounts 
 
Section 31B of the Local Government Finance Act 1992 sets out the calculation for the basic 
amount of council tax for the Billing Authority as: 
  R  where: 
  T 
 
  R   is the Council Tax requirement of the Billing Authority (as per Section 

31A(4)); 
      
  T  is the Council Tax base for the year. 
 

 
 
Section 34 of the Local Government Finance Act 1992 sets out the calculation for the basic 
amount of Council Tax in any area where a special item applies by firstly calculating the council 
tax for those areas not affected as: 
 
  B – A  where: 
         T 
 
  B is the basic amount of Council Tax; 
 
  A is the aggregate of all special items  
 
  T is the net Council Tax base. 
 
Therefore, the calculation is: 
 

 
 
The calculation for the areas where a special item applies is then: 
 
   S  where: 
  TP 
 
 S is the amount of the special items; 

£

Redcar & Cleveland Council Tax Requirement 59,475,742

Divided by Net Taxbase 38,823.00

Basic Amount of Council Tax 1,531.97

Basic Amount of Council Tax

£

Basic Amount of Council Tax 59,475,742
Less : Special items (586,685)

58,889,057

Divided by Net Taxbase 38,823.00

Basic Amount of Council Tax with No Special Items 1,516.86

Basic Amount of Council Tax with No Special Items
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       TP      is the Council Tax base for that area. 
 
The basic amounts of Council Tax (including the Adult Social Care Precept) in the areas with 
special items are, therefore: 
 

 
 
Section 30(2)(a) of the Local Government Finance Act 1992 requires an amount of Council Tax 
to be set for each category of dwelling in its area. This is the basic amount of Council Tax for 
each area, multiplied by the ratio of each band, to the Band D equivalent, using the following: 
 
Band A B C D E F G H 
Ratio 6 7 8 9 11 13 15 18 

 
For example: Council Tax for band A is 6/9 of the basic amount, and for band H is 18/9 of a Band 
D equivalent property. 
 
The table below sets out the combined Council and Parish Council Tax for the billing 
authority area for each of the bands A – H.  These are the final values that will be collected 
and retained by the Council to finance its own budget requirement. 

 

Parish Parish Net Tax Council 
Precept Precept Base Tax

Exc CTS
£ £ £ £

Guisborough 150,000 131,642 6,456.60 20.39
Lockwood 52,045 38,255 926.10 41.31
Loftus 118,090 84,888 2,019.30 42.04
Saltburn, Marske and New Marske 131,550 113,449 6,209.60 18.27
Skelton and Brotton 135,000 107,828 3,732.80 28.89
Total 586,685 476,062 19,344.40

Area

A B C D E F G H
AREA / TAXBAND £ £ £ £ £ £ £ £

Non-Parish 1,011.24 1,179.78 1,348.32 1,516.86 1,853.94 2,191.02 2,528.10 3,033.72

Guisborough 1,024.83 1,195.64 1,366.44 1,537.25 1,878.86 2,220.47 2,562.08 3,074.50

Lockwood 1,038.78 1,211.91 1,385.04 1,558.17 1,904.43 2,250.69 2,596.95 3,116.34

Loftus 1,039.27 1,212.48 1,385.69 1,558.90 1,905.32 2,251.74 2,598.17 3,117.80

Saltburn, Marske & New Marske 1,023.42 1,193.99 1,364.56 1,535.13 1,876.27 2,217.41 2,558.55 3,070.26

Skelton & Brotton 1,030.50 1,202.25 1,374.00 1,545.75 1,889.25 2,232.75 2,576.25 3,091.50

BILLING AUTHORITY COUNCIL TAX 2018-19
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CALCULATION OF THE BOROUGH COUNCIL TAX 

 
The amounts set out in Appendix 7 are the relevant Council Tax amounts for properties in 
the Borough in both non-parished and parished areas, that are payable by Council Tax 
payers to fund the Council’s overall budget requirement. 
 
However the total bill to be received by members of the public in the Redcar & Cleveland 
Borough area will include additional amounts for both the Cleveland Police & Crime Panel 
and Cleveland Fire Authority, as well Redcar & Cleveland Council (including the Adult Social 
Care Precept). 
 
This Appendix will set out the relevant Council Tax amounts (per category banding) for the 
Police and Fire Authorities and then combines these with the Redcar & Cleveland amounts 
from Appendix 7 to give the total Council Tax charge for each property for the 2018/19 
financial year.   
 
The Appendix will also highlight the specific detailed recommendations that need approving 
by the Borough Council to set the Council Tax, linking these to the totals and 
recommendations set out in the Medium Term Financial Strategy report. 
 
Cleveland Police & Crime Panel 
 
Cleveland Police & Crime Panel under Sections 40 to 49 of the Local Government Finance 
Act 1992 uses the same calculation as set out in Appendix 7 to issue a precept to the Billing 
Authority. The precept for 2018/19 is £8,794,962, which when divided by the net tax-base of 
38,823 gives an amount of Council Tax for a Band D property of £226.54 per annum.  The 
Police & Crime Panel has calculated the Council Tax for each category of dwelling as shown 
below.  This represents a 5.59% increase on the 2017/18 figures. 
 

 
 
Cleveland Fire Authority 
 
The Cleveland Fire Authority under Sections 40 to 49 of the Local Government Finance Act 
1992 also uses the same calculation to issue a precept to the Billing Authority.  The precept 
for 2018/19 is £2,918,713, which when divided by the net tax-base of 38,823 gives an 
amount of Council Tax of £75.18.  The Fire Authority has calculated the Council Tax for each 
category of dwelling as shown below. This represents a 2.9% increase on the 2017/18 
figures. 
 

 
 
Adding the basic amounts of Council Tax for Redcar and Cleveland Borough Council, 
Cleveland Police & Crime Panel and Cleveland Fire Authority together gives the following 

Part of the Council's Area
A B C D E F G H
£ £ £ £ £ £ £ £

Cleveland Police and Crime Panel 151.03 176.20 201.37 226.54 276.88 327.22 377.57 453.08

Valuation Bands

Part of the Council's Area
A B C D E F G H
£ £ £ £ £ £ £ £

Cleveland Fire Authority 50.12 58.47 66.83 75.18 91.89 108.59 125.30 150.36

Valuation Bands
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total amounts of Council Tax for 2018/19 to be levied in the Redcar and Cleveland Borough 
area.  These are set out in the table below.  
 
Council Tax amounts – including Police & Fire 
 

 
 
Specific Approvals required by Borough Council to formally set the Council Tax for 2018/19 
 
The following amounts should now be approved by the Council for the year starting 1 April 
2018, in accordance with Sections 31 to 36 of the Local Government and Finance Act 1992:  

 
Gross Expenditure 

 
a)    £304,292,905 being the aggregate of the amounts which the Council estimates for the 

items set out in Section 31A(2) (a) to (f) of the Act (Borough’s own spend of  
£303,706,220, plus £586,685 for Parishes); 

 
Income 

 
b)    £197,160,684 being the aggregate of the amounts which the Council estimates for the 

items set out in Section 31A(3) (a) to (d) of the Act  (£174,612,800 Grants and Other 
Funding, £17,916,000 Fees and Charges and £4,631,884 reserve contribution);    

  
Net Budget Requirement 

 
c)   £107,132,221 being the amount by which the aggregate of gross expenditure above 

exceeds the aggregate income above, calculated by the Council, in accordance with 
Section 31A(4) of the Act, as its budget requirement for the year (Borough  
£106,545,536 plus Parishes £586,685);   

 
Formula Grant and Collection Fund Surplus 

 
d)  £46,132,393 being the aggregate of the sums which the Council estimates will be 

payable into its general fund in respect of Formula Grant (£11,402,813 Revenue 
Support Grant and £34,729,580 Business Rates income) increased by the amount of 
the sum which the Council estimates will be transferred in the year from its collection 
fund to its general fund in accordance with Section 97(3) of the Local Government 
Finance Act 1988 (a surplus of £1,524,086). 

 
 

A B C D E F G H
AREA / TAXBAND £ £ £ £ £ £ £ £

Non-Parish 1,212.39 1,414.45 1,616.52 1,818.58 2,222.71 2,626.83 3,030.97 3,637.16

Guisborough 1,225.98 1,430.31 1,634.64 1,838.97 2,247.63 2,656.28 3,064.95 3,677.94

Lockwood 1,239.93 1,446.58 1,653.24 1,859.89 2,273.20 2,686.50 3,099.82 3,719.78

Loftus 1,240.42 1,447.15 1,653.89 1,860.62 2,274.09 2,687.55 3,101.04 3,721.24

Saltburn, Marske & New Marske 1,224.57 1,428.66 1,632.76 1,836.85 2,245.04 2,653.22 3,061.42 3,673.70

Skelton & Brotton 1,231.65 1,436.92 1,642.20 1,847.47 2,258.02 2,668.56 3,079.12 3,694.94

BILLING AUTHORITY COUNCIL TAX 2018-19 (INCLUDING POLICE & FIRE)
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Average Billing Authority Tax (Basic Amount) 
 

e)  £107,132,221 being the net amount at c) above, less the amount at d) above 
(£47,656,479) divided by the approved council tax base (38,823) totals £1,531.97 as 
calculated by the Council, in accordance with Section 31B(1) of the Act, as the basic 
amount of its Council Tax for the year; 

 
Parish Precepts 

 
f)      £586,685, being the aggregate amount of all special items referred to in Section 34(1) 

of the Act (as detailed at h) below); 
 

Redcar and Cleveland Council Tax (Excluding Parishes) 
 

g)   £1,531.97 being the amount at e) above, less the result given by subtracting the amount 
at f) above (£586,685), by the council tax base above (38,823) totals £1,516.86 as 
calculated by the Council, in accordance with Section 34(2) of the Act, as the basic 
amount of its Council Tax for the year for dwellings in those parts of its area to which no 
special item relates. 

 
Redcar and Cleveland Council Tax, including Parishes 

 
h)    Part of the Council’s Area 

 
being the amounts obtained by adding to the amount at g) above (£1,516.86), the 
amounts of the special item or items relating to dwellings in those parts of the Council’s 
areas mentioned above, divided in each case by the amount of the net Council Tax 
Base relating to dwellings in those areas, as calculated by the Council in accordance 
with Section 34(3) of the Act, as the basic amounts of the Council Tax for the year for 
dwellings in those parts of its area to which one or more special items relate. 

 

 
 

being the amounts given by multiplying the amounts at 4g and 4h above, by the number 
which, in the proportion set out in Section 5(1) of the Act, is applicable to dwellings listed 
in a particular valuation band, divided by the number which in that proportion is 
applicable to dwellings listed in valuation band D, calculated by the Council, in 
accordance with Section 36(1) of the Act, as the amounts to be taken into account for 
the year in respect of categories of dwellings listed in different valuation bands.   

 

Basic Plus
Sum Parish

£ £ £
Guisborough 1,516.86 £20.39 1,537.25
Lockwood 1,516.86 £41.31 1,558.17
Loftus 1,516.86 £42.04 1,558.90
Saltburn, Marske and New Marske 1,516.86 £18.27 1,535.13
Skelton and Brotton 1,516.86 £28.89 1,545.75

Area Total
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(As the Local Government Finance Act 1992 requires an amount of Council Tax to be 
set for each category of dwelling in this area).  This is the basic amount of Council Tax 
for each area, multiplied by the ratio of each band to band D, using the following: 

 
Police & Crime Panel Precept and Tax 

 
That it be noted that for the year 2018/19 Cleveland Police & Crime Panel have stated the 
following amounts in precepts issued to the Council in accordance with Section 40 of the 
Local Government Finance Act 1992 for each of the categories of dwelling shown below. 
This represents a 5.59% increase on their 2017/18 precept.  
 

 
 
Cleveland Fire Authority Precept and Tax 

 
That it be noted that for the year 2018/19 Cleveland Fire Authority have stated the following 
amounts in precepts issued to the Council in accordance with Section 40 of the Local 
Government Finance Act 1992 for each of the categories of dwelling shown below. This 
represents a 2.90% increase on their 2017/18 precept. 
  

 

A B C D E F G H
AREA / TAXBAND £ £ £ £ £ £ £ £

Non-Parish 1,011.24 1,179.78 1,348.32 1,516.86 1,853.94 2,191.02 2,528.10 3,033.72

Guisborough 1,024.83 1,195.64 1,366.44 1,537.25 1,878.86 2,220.47 2,562.08 3,074.50

Lockwood 1,038.78 1,211.91 1,385.04 1,558.17 1,904.43 2,250.69 2,596.95 3,116.34

Loftus 1,039.27 1,212.48 1,385.69 1,558.90 1,905.32 2,251.74 2,598.17 3,117.80

Saltburn, Marske & New Marske 1,023.42 1,193.99 1,364.56 1,535.13 1,876.27 2,217.41 2,558.55 3,070.26

Skelton & Brotton 1,030.50 1,202.25 1,374.00 1,545.75 1,889.25 2,232.75 2,576.25 3,091.50

BILLING AUTHORITY COUNCIL TAX 2018-19

£

A 151.03
B 176.20
C 201.37
D 226.54
E 276.88
F 327.22
G 377.57
H 453.08

Band Redcar and Cleveland - Cleveland Police and Crime Panel

£

A 50.12
B 58.47
C 66.83
D 75.18
E 91.89
F 108.59
G 125.30
H 150.36

Band Redcar and Cleveland - Fire
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Total Council Tax 

 
That, having calculated the aggregate in each case of the amounts above for the Billing 
Authority and for any matters determined as special items, and having been advised of the 
Police & Crime Panel’s calculation above and the Fire Authority’s calculation above, the 
Council, in accordance with Section 30(2) of the Local Government Finance Act 1992, 
hereby set the following amounts as the amounts of Council Tax for the year 2018/19 for 
Band D properties shown below: 

 

 
 

The table below shows the Council Tax charge across all bandings to be approved: 
 

 
 

Basic 
& Parish

£ £ £ £ £
Non-Parished 1,516.86 226.54 75.18 1,818.58 1,746.21 4.14%
Guisborough 1,537.25 226.54 75.18 1,838.97 1,766.60 4.10%
Lockwood 1,558.17 226.54 75.18 1,859.89 1,787.52 4.05%
Loftus 1,558.90 226.54 75.18 1,860.62 1,788.25 4.05%
Saltburn, Marske and New Marske 1,535.13 226.54 75.18 1,836.85 1,764.48 4.10%
Skelton and Brotton 1,545.75 226.54 75.18 1,847.47 1,775.55 4.05%

Area Fire 2018/19 
Total

2017/18 
Total

VariationPolice

A B C D E F G H
AREA / TAXBAND £ £ £ £ £ £ £ £

Non-Parish 1,212.39 1,414.45 1,616.52 1,818.58 2,222.71 2,626.83 3,030.97 3,637.16

Guisborough 1,225.98 1,430.31 1,634.64 1,838.97 2,247.63 2,656.28 3,064.95 3,677.94

Lockwood 1,239.93 1,446.58 1,653.24 1,859.89 2,273.20 2,686.50 3,099.82 3,719.78

Loftus 1,240.42 1,447.15 1,653.89 1,860.62 2,274.09 2,687.55 3,101.04 3,721.24

Saltburn, Marske & New Marske 1,224.57 1,428.66 1,632.76 1,836.85 2,245.04 2,653.22 3,061.42 3,673.70

Skelton & Brotton 1,231.65 1,436.92 1,642.20 1,847.47 2,258.02 2,668.56 3,079.12 3,694.94

BILLING AUTHORITY COUNCIL TAX 2018-19 (INCLUDING POLICE & FIRE)
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BUSINESS RATE POSITION

SOF3 SOF3 SOF3

2017/18 2018/19 2019/20 2020/21 2021/22

Business Rates - Government Target 49% 19,380,719 20,511,411 20,966,341 21,385,668 21,813,381

Business Rates - Estimated Deficit -2,470,738 -2,884,756 -2,049,220 -866,205 -883,529

Business Rates - Section 31 Grant 1,147,196 2,051,475 2,459,684 2,508,878 2,559,056

Business Rates - Base Growth 49% 520,000 880,000 1,200,000 tbc tbc

18,577,177 20,558,130 22,576,805 23,028,342 23,488,908

Business Rates - Top Up Grant 14,290,558 14,171,450 14,485,764 14,775,479 15,070,989

Business Rates - Top Up Grant Adjustment 0 0 0 0 0

Total Income 32,867,735 34,729,580 37,062,569 37,803,821 38,559,897

Collection Fund Estimated Position 499,310 934,086 tbc tbc tbc

Total Business Rates Income 33,367,045 35,663,666 37,062,569 37,803,821 38,559,897
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Capital Programme 2017-22 APPENDIX 10

Scheme
 Revised 
2017/18 

 Revised 
2018/19 

 Revised 
2019/20 

 Revised 
2020/21 

 Revised 
2021/22 Total  Cap Receipts 

 Prudential 
Borrowing 

 Capital Grants / 
Contributions / Loan 

Repayment  Total Funding 

Public Realm 320,000 600,000 750,000 0 250,000 1,920,000 -1,266,650 -645,300 -8,050 -1,920,000 
Skelton Townscape Heritage Project 400,000 1,032,800 641,300 400,000 50,000 2,524,100 -145,600 -298,500 -2,080,000 -2,524,100 
Loftus Townscape Heritage Project 0 485,000 1,000,000 1,000,000 1,000,000 3,485,000 -55,900 -344,100 -3,085,000 -3,485,000 

Redcar Town Centre Revival 0 250,000 500,000 250,000 0 1,000,000 0 -1,000,000 0 -1,000,000 
Redcar Business Growth Zone 0 700,000 2,000,000 1,120,000 0 3,820,000 0 0 -3,820,000 -3,820,000 

Loftus Town Centre Revival 0 400,000 400,000 200,000 0 1,000,000 -257,200 -742,800 0 -1,000,000 
Saltburn Town Centre Revival 0 400,000 400,000 200,000 0 1,000,000 -400,000 -600,000 0 -1,000,000 

Eston Town Centre Revival 0 400,000 400,000 200,000 0 1,000,000 -800,000 -200,000 0 -1,000,000 
Guisborough Town Centre Revival 0 400,000 400,000 200,000 0 1,000,000 -400,000 -600,000 0 -1,000,000 

Building Preservation Scheme 0 100,000 100,000 100,000 100,000 400,000 -200,000 -200,000 0 -400,000 
Town Centre Improvements 4,400 0 0 0 0 4,400 0 0 -4,400 -4,400 

Skinningrove Coastal Protection 25,050 51,650 0 0 0 76,700 0 0 -76,700 -76,700 
SUB-TOTAL EXPENDITURE - Townscape 

Investment 749,450 4,819,450 6,591,300 3,670,000 1,400,000 17,230,200 -3,525,350 -4,630,700 -9,074,150 -17,230,200 

Skinningrove Toilets 75,000 25,000 0 0 0 100,000 0 -100,000 0 -100,000 
CCF Kirkleatham Academy and Walled 

Gardens - LGF 325,000 4,469,750 351,950 0 0 5,146,700 0 0 -5,146,700 -5,146,700 
Cleveland Ironstone Mining Museum 10,000 1,000,000 340,000 0 0 1,350,000 0 0 -1,350,000 -1,350,000 

Tourism/Business Access to Information 0 100,000 0 0 0 100,000 -100,000 0 0 -100,000 
River Tees Rediscovered 35,000 0 0 0 0 35,000 -20,000 0 -15,000 -35,000 

Kirkleatham Infrastructure 189,000 2,500,000 500,000 0 0 3,189,000 0 0 -3,189,000 -3,189,000 
Kirkleatham Estate 0 250,000 750,000 0 0 1,000,000 0 0 -1,000,000 -1,000,000 
Saltburn Cliff Lift 469,900 100,000 0 0 0 569,900 -369,900 -200,000 0 -569,900 

SUB-TOTAL EXPENDITURE - Visitor 
Attraction and Amenities 1,103,900 8,444,750 1,941,950 0 0 11,490,600 -489,900 -300,000 -10,700,700 -11,490,600 

South Bank Wharf 90,000 0 0 0 0 90,000 0 0 -90,000 -90,000 
Coatham Masterplan 0 500,000 0 0 0 500,000 0 -500,000 0 -500,000 

Skippers Lane Extension 0 0 1,250,000 1,750,000 0 3,000,000 0 -1,000,000 -2,000,000 -3,000,000 
SUB-TOTAL EXPENDITURE - Business 

Infrastructure 90,000 500,000 1,250,000 1,750,000 0 3,590,000 0 -1,500,000 -2,090,000 -3,590,000 
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Scheme
 Revised 
2017/18 

 Revised 
2018/19 

 Revised 
2019/20 

 Revised 
2020/21 

 Revised 
2021/22 Total  Cap Receipts 

 Prudential 
Borrowing 

 Capital Grants / 
Contributions / Loan 

Repayment  Total Funding 

Improved Gateways & Routeways 0 0 50,000 0 100,000 150,000 -150,000 0 0 -150,000 

Public Rights of Way Improvements 0 0 50,000 0 0 50,000 0 -50,000 0 -50,000 
Street Lighting - Upgrade 0 320,000 0 0 0 320,000 0 0 -320,000 -320,000 

Drainage Asset Capture and Flood 
Prevention 60,850 361,350 200,000 200,000 200,000 1,022,200 -222,200 -800,000 0 -1,022,200 

Block Allocation  - Local Transport Plan 937,800 992,350 853,000 853,000 853,000 4,489,150 0 0 -4,489,150 -4,489,150 
Structural Highways Maintenance - Block 

Allocation 1,920,200 1,838,300 1,693,000 1,693,000 1,693,000 8,837,500 0 0 -8,837,500 -8,837,500 
Highways Improvements 634,050 679,750 400,000 400,000 400,000 2,513,800 -33,800 -2,000,000 -480,000 -2,513,800 

Highways Innovation Fund 182,650 360,150 354,000 354,000 354,000 1,604,800 0 0 -1,604,800 -1,604,800 
Bus Network Review 87,150 0 0 0 0 87,150 0 0 -87,150 -87,150 

SUB-TOTAL EXPENDITURE - Transport 
Infrastructure 3,822,700 4,551,900 3,600,000 3,500,000 3,600,000 19,074,600 -406,000 -2,850,000 -15,818,600 -19,074,600 

A Redesigned South Bank 0 250,000 500,000 500,000 1,250,000 0 -1,250,000 0 -1,250,000 
SUB-TOTAL EXPENDITURE - Housing 0 0 250,000 500,000 500,000 1,250,000 0 -1,250,000 0 -1,250,000 

CSDP Adaptations 114,100 100,000 100,000 100,000 100,000 514,100 0 0 -514,100 -514,100 
Disabled Facilities Grant 760,650 700,000 700,000 700,000 700,000 3,560,650 0 0 -3,560,650 -3,560,650 

Community Capacity Grant 0 300,000 500,000 500,000 500,000 1,800,000 0 0 -1,800,000 -1,800,000 
Intermediate Care Centre 1,100,000 3,900,000 5,000,000 0 0 -5,000,000 -5,000,000 

Learning Disability Extra Care Housing 107,500 0 0 0 0 107,500 0 0 -107,500 -107,500 
SUB-TOTAL EXPENDITURE - Supported 

Housing 2,082,250 5,000,000 1,300,000 1,300,000 1,300,000 10,982,250 0 0 -10,982,250 -10,982,250 

Improved Community Services - Grangetown 
Utd 195,000 0 0 0 0 195,000 0 -95,000 -100,000 -195,000 

Investment in Leisure Centres 0 300,000 300,000 0 0 -300,000 -300,000 
Middlesbrough Foundation Pitch 

Refurbishment 350 0 0 0 0 350 0 0 -350 -350 

SUB-TOTAL EXPENDITURE - Community 
Capacity 195,350 300,000 0 0 0 495,350 0 -95,000 -400,350 -495,350 

Recycling Initiatives 0 0 1,000,000 1,000,000 0 -500,000 -500,000 -1,000,000 
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Scheme
 Revised 
2017/18 

 Revised 
2018/19 

 Revised 
2019/20 

 Revised 
2020/21 

 Revised 
2021/22 Total  Cap Receipts 

 Prudential 
Borrowing 

 Capital Grants / 
Contributions / Loan 

Repayment  Total Funding 
Purchase of Refuse Bins 100,000 100,000 100,000 100,000 100,000 500,000 -500,000 0 0 -500,000 

SUB-TOTAL EXPENDITURE - Recycling & 
Waste Initiatives 100,000 100,000 1,100,000 100,000 100,000 1,500,000 -500,000 -500,000 -500,000 -1,500,000 

School Estate Investment 1,239,700 1,126,900 1,476,900 1,826,900 1,226,900 6,897,300 0 -1,150,000 -5,747,300 -6,897,300 
Supervised Contact Centre 100,000 0 0 0 0 100,000 0 -100,000 0 -100,000 

Devolved Formula Capital at LEA Level 406,650 178,700 178,700 178,700 178,700 1,121,450 0 0 -1,121,450 -1,121,450 
Pathways New Build 50,000 1,425,000 150,000 1,625,000 0 -900,000 -725,000 -1,625,000 

Archways - Teesville Refurbishment 50,000 200,000 0 250,000 0 -250,000 0 -250,000 
Early Years (Zetland) 92,200 0 0 0 0 92,200 0 0 -92,200 -92,200 

Churchview 0 200,000 200,000 0 -30,000 -170,000 -200,000 
Hillsview Academy Extension 0 0 2,491,900 0 0 2,491,900 0 -2,491,900 0 -2,491,900 

SUB-TOTAL EXPENDITURE - Education 1,938,550 3,130,600 4,297,500 2,005,600 1,405,600 12,777,850 0 -4,921,900 -7,855,950 -12,777,850 

Business Premises Improvements 0 100,000 50,000 0 0 150,000 -150,000 0 0 -150,000 

Purchase of Vehicles (Fleet Replacement) 786,000 1,500,000 1,635,550 1,250,000 1,250,000 6,421,550 -5,921,550 -500,000 0 -6,421,550 
Fleet Management Software 27,300 41,000 0 68,300 -27,300 0 -41,000 -68,300 

Carbon Management Programme 200,000 100,000 100,000 100,000 100,000 600,000 -600,000 0 0 -600,000 
Redcar Leisure and Community Heart 0 61,250 0 0 0 61,250 -61,250 0 0 -61,250 
Information Technology Improvement 

Projects 820,300 1,340,000 885,000 750,000 750,000 4,545,300 -4,045,300 -500,000 0 -4,545,300 
Libraries & Customer Services 

Reconfiguration 206,000 206,000 -206,000 0 0 -206,000 
Alternate Delivery Models 0 294,000 0 500,000 0 794,000 -794,000 0 0 -794,000 

Redcar and Cleveland Investment Fund 
(RCIF) 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000 10,000,000 0 0 -10,000,000 -10,000,000 

Asset Management - Capitalised Repairs 588,500 500,000 500,000 500,000 500,000 2,588,500 -2,336,500 -252,000 0 -2,588,500 
SUB-TOTAL EXPENDITURE - Council 

Investments 4,628,100 5,936,250 5,170,550 5,100,000 4,600,000 25,434,900 -14,141,900 -1,252,000 -10,041,000 -25,434,900 

TOTAL EXPENDITURE 14,710,300 32,782,950 25,501,300 17,925,600 12,905,600 103,825,750 -19,063,150 -17,299,600 -67,463,000 -103,825,750 
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APPENDIX A 
 

 
REDCAR AND CLEVELAND BOROUGH COUNCIL 

 
TREASURY MANAGEMENT POLICY STATEMENT 

 
 

 
Background 
 
Redcar & Cleveland Borough Council has adopted the CIPFA Code of Practice on 
Treasury Management in the Public Services (2011). The Code sets out a framework of 
operating procedures to reduce treasury risk and improve understanding and 
accountability regarding the treasury position of the Council. The Appendices for the 
Treasury Management Strategies do not reflect the proposed changes to the Treasury 
Management Code included in CIPFA’s recent consultation, or any possible changes to 
CLG guidance. The statement will be updated when a revised code is published. 
 
The CIPFA Code of Practice on Treasury Management requires: 
 

a) a strategic treasury management policy statement detailing the Council’s policies 
and objectives and approach to risk management for its treasury management 
activities. 

b) a framework of Treasury Management Practices (TMP’s) setting out the manner in 
which the Council will seek to achieve the policies and objectives set out in a) and 
prescribing how it will manage and control those activities.  The Code recommends 
12 practice statements. 

 
The Cabinet will receive reports on its treasury management policies, practices and 
activities, including an annual strategy and plan in advance of the year, in quarterly 
updates as part of the monitoring of the Council’s financial position and in the financial 
outturn report for the year end position, in the form prescribed in its TMPs.  The full 
Council will approve the annual strategy in accordance with regulation. 

The Council delegates responsibility for the implementation and regular monitoring of its 
treasury management policies and practices to the Cabinet.   

The execution and administration of treasury management decisions will be the 
responsibility of the Corporate Director for Resources, as the Council’s Chief Finance 
Officer, who will act in accordance with the organisation’s policy statement and TMPs. 
 
The Council nominates the Governance Committee to be responsible for ensuring 
effective challenge of the treasury management strategy and policies. 

The CIPFA Prudential Code for Capital Finance in Local Authorities, and the terms of 
the Local Government Act 2003, establishes further requirements in relation to treasury 
management matters, namely: 

a) the approval on an annual basis of a locally established set of Prudential Indicators. 
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b) the approval on an annual basis of an Annual Treasury Management Strategy and 

Annual Investment Strategy with an associated requirement that both are monitored 
on a regular basis with a provision to report as necessary both in year and at the 
financial year end. 

 

TREASURY MANAGEMENT POLICY STATEMENT  

Based on the requirements detailed above a Treasury Management Policy Statement 
stating the Council’s policies and objectives of its treasury management activities are set 
out below. 

The Council defines the policies and objectives of its treasury management activities as 
follows: 

a) Treasury management is the management of the Council’s cashflows, 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. 

b) The successful identification, monitoring and control of risk will be the prime criteria 
by which the effectiveness of the treasury management activities will be measured.  
Accordingly, the analysis and reporting of treasury management activities will focus 
on their risk implications for the Council and any financial instruments entered into 
to manage these risks. 

c) Effective treasury management will provide support towards the achievement of the 
business and service objectives of the Council expressed in Our Plan.  The Council 
is committed to the principles of achieving value for money in treasury management 
and to employing suitable performance management techniques within the context 
of effective risk management. 

The Council has also set out the high level policies and monitoring arrangements for 
borrowing and investments. 

BORROWING 

The Council’s primary objective when borrowing money is to strike an appropriate risk 
balance between securing low interest costs and achieving cost certainty over the period 
for which funds are required. The flexibility to renegotiate loans, should the Council’s’ long-
term plans change is a secondary objective. 

Given the significant cuts to public expenditure and in particular to local government 
funding, the Council’s borrowing strategy for a number of years has been to use either 
internal resources or borrow short-term loans to finance capital expenditure. 

This has allowed the Council to maintain an under-borrowed position i.e. the amount of our 
gross external borrowing has been less than our balance sheet Capital Financing 
Requirement. This strategy has served the Council well in a period where returns on 
investment have been low and borrowing costs have been relatively high. This has also 
meant that we have had less in the form of investments and so reduced counterparty risk.  

Currently borrowing costs are expected to remain low in the medium term. Officers are 
currently exploring the possibility of investing in longer term investment vehicles that would 
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give a greater return than we can achieve with our usual investment types. To achieve 
these higher rates of return would involve investing in Property Funds, Corporate Bond 
funds or other Asset backed investment products all of which are allowed within a 
Treasury Management Strategy. In addition to greater revenue returns (dividends in the 
region of 4% +) there will also be potential for capital gains (increases in the fund price), 
but because capital prices fluctuate, investments of this nature would need to be for longer 
period (5 years +). 
 
The Council would need to revise it’s under borrowing position to pursue these types of 
treasury management investments. The under-borrowed position of the Council will be 
approximately £37.000 million by the end of 2017/18. Investments in Property/Corporate 
Bond funds/Asset backed Investment products would only commence after the appropriate 
due diligence had taken place and the additional borrowing would be taken for periods 
probably less than 10 years. This new borrowing would fit with our current debt profile and 
enable the Council to access debt at a lower rate. 

In addition, the Council may use short-term loans to cover unexpected cash flow shortages 
and maintain the required £10.000 million required under MIFID II (Markets In Financial 
Instruments Directive). 

Short-term and variable interest rate loans leave the Council exposed to the risk of short-
term interest rate rises and are therefore subject to the limit on the net exposure to 
variable interest rates in the treasury management indictors. 

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

• Public Works Loan Board (PWLB) and any successor body; 

• UK local authorities; 

• Any bank or building society authorised to operate in the UK; 

• UK public and private sector pension funds; 

• Capital market bond investors; 

• UK Municipal Bonds Agency plc and other special purpose companies created to 
enable local authority bond issues. 

In addition, capital finance may be raised by the following methods that are not borrowing, 
but may be classed as other debt liabilities: 

• Operating and finance leases; 

• Hire purchase; 

• Private finance initiatives; 

• Sale and leaseback. 

The Council has previously raised the majority of its current long-term borrowing from the 
PWLB but continues to investigate other sources of finance, such as local authority loans 
and bank loans that may be available at more favourable rates of interest. 
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The Local Government Association established the UK Municipal Bonds Agency PLC in 
2014 as an alternative to the PWLB. It issues bonds on the capital markets and lends the 
proceeds to local authorities. This will be a more complicated source of finance than the 
PWLB for two reasons: 

• Borrowing authorities will be required to provide bond investors with a joint and 
several guarantee to refund their investment in the event that the agency is unable 
to for any reason to meet its obligations 

• There will be a lead time of several months between committing to borrow and 
knowing the interest rate payable. 

The Council has £56.600 million of LOBO (Lender Option Borrower’s Option) loans where 
the lender has the option to propose an increase in the interest rate at set dates, following 
which the Council has the option to either accept the new rate or to repay the loan at no 
additional cost. There are £4.000 million of these LOBO loans that have redeemable 
options during 2018/19, and although the Council understands that lenders are unlikely to 
exercise their options in the current low interest rate environment, there remains an 
element of financing risk. The Council will take the option to repay any LOBO loans at no 
cost if it has the opportunity to do so and it is economically advantageous to do so.  

It may also be possible to restructure existing LOBO loans if it is economically viable and 
the lender has the appetite to do so. This would involve the payment of a premium over 
and above the principal value of the loan.  The Council may take advantage of this and 
replace some loans with new loans where this is expected to lead to an overall cost saving 
or a reduction in risk. 

INVESTMENTS 

Both the CIPFA Code and the Department for Communities and Local Government 
“Guidance on Local Government Investments” require the Council to invest its funds 
prudently and to have regard to the security and liquidity (ensuring that enough cash is 
available to meet transactional needs) of its investments before seeking the highest rate of 
yield (the level of return from the investment). The Council’s objective when investing 
money is to strike an appropriate balance between risk and yield, minimising the risk of 
incurring losses from defaults and the risk of receiving unsuitably low investment income. 
Where balances are expected to be invested for more than one year, the Council will aim 
to achieve a total return that is equal or higher than the prevailing rate of inflation, in order 
to maintain the spending power of the sum invested. 

With this strategic issue in mind, the management of credit risk is the key to the Council’s 
Investment Strategy and any subsequent investment activity. 

TREASURY MANAGEMENT PRACTICES 

The CIPFA Code of Practice recommends twelve treasury management practice 
statements (TMPs). These statements will be reviewed as and when necessary in the light 
of regulatory and/or local policy changes.  

The list of twelve practice statements is as follows: 

• TMP 1 Risk Management – details how the following risks will be identified, 
monitored and controlled: credit and counterparty, liquidity, interest rate, 
exchange risk, refinancing, legal and regulatory, fraud, error and corruption, 
contingency management and market risk; 
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• TMP 2 Performance Measurement – to ascertain how performance will be 

measured and value for money ensured within an effective risk management 
framework; 

• TMP 3 Decision Making and Analysis – details the processes to be 
undertaken when making treasury management decisions to ensure that the 
necessary checks and safeguards are in place; 

• TMP 4 Approved Instruments, Methods and Techniques – this provides the 
clarity of which treasury management instruments, methods and techniques 
can be used; 

• TMP 5 Organisation, Clarity and Segregation of Responsibilities and Dealing 
Arrangements – provides a clear statement of responsibilities for all involved 
in treasury management to ensure that appropriate controls such as 
segregation of duties are in place; 

• TMP 6 Reporting Requirements and Management Information Arrangements 
– this specifies the Council’s reporting requirements for both the approval of 
the strategies, the in-year monitoring and the year end position. 

• TMP 7 Budgeting, Accounting and Audit Arrangements – in order to enhance 
accountability all the income and expenditure for treasury management 
should be brought together; 

• TMP 8 Cash and Cash Flow Management – the preparation of cash-flow 
projections on a regular and timely basis provides a solid framework for 
effective cash management; 

• TMP 9 Money Laundering – provides details of the processes the Council 
has in place to identify and report potential money laundering; 

• TMP10 Training and Qualifications – this details the arrangement in place to 
ensure that those responsible for treasury management (for both Officers 
and those charged with Governance) have the appropriate skills and 
knowledge to carry out their role effectively;  

• TMP11 Use of External Service Providers – the use of external providers and 
the services provided by them; 

• TMP12 Corporate Governance – this details how the Council ensures that 
treasury management activities are undertaken with openness and 
transparency, honesty, integrity and accountability. 

The detailed TMP’s are available from treasuryteam@redcar-cleveland.gov.uk. 

PRUDENTIAL INDICATORS 
 
The Local Government Act 2003 underpins the new capital finance system introduced 
from 1 April 2004 and requires the Council to ‘have regard to’ the CIPFA Prudential Code 
for Capital Finance in Local Authorities.  This Code requires the Council to set a range 
of prudential indicators for the next three years: 
 

a. As part of the annual revenue budget process. 
b. Before the start of the financial year. 
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to ensure that its capital spending plans are affordable, sustainable and prudent. 
 
The Prudential Code also requires the Corporate Director for Resources to make 
appropriate arrangements for the monitoring, reporting and revision of the prudential 
indicators set. 
 
The prudential and treasury indicators used by the Council are as follows: 
 

• Capital expenditure actual and forecasts. 
• Capital financing requirement actual and forecasts. 
• Gross debt and the capital financing requirement. 
• Operational boundary for external debt. 
• Authorised limit for external debt. 
• Ratio of capital financing costs to the net revenue budget. 
• Incremental impact of capital investment decisions on Council Tax. 
• Adoption of the Chartered Institute of Public Finance & Accountancy’s Treasury 

Management code. 
 
These indicators are detailed within this report in Appendix D including narrative 
explaining their relevance. 
 
Full Council is required to approve the prudential indicators for a three-year period prior to 
the beginning of the next financial year. 
 
 
ANNUAL TREASURY MANAGEMENT AND INVESTMENT STRATEGY 
 
A further implication of the Local Government Act 2003 is the requirement for the Council 
to set out its Treasury Management Strategy for borrowing and to approve an Annual 
Investment Strategy (which sets out the Council’s policies for managing its investments 
and for giving priority to the security and liquidity of those investments). 
 
The Government guidance on the Annual Investment Strategy, updated in 2009, states 
that authorities can combine the Treasury Management Strategy Statement and Annual 
Investment Strategy into one report.  The Council has adopted this combined approach. 
 
The Council’s Annual Treasury Management and Investment Strategy will therefore cover 
the following matters and is attached as Appendix B. 
 

• Treasury limits in force which will limit the treasury risk and activities of the Council; 
• Prudential indicators; 
• The current treasury position; 
• The borrowing requirement and borrowing limits; 
• Borrowing policy; 
• Prospects for interest rates; 
• Borrowing Strategy; 
• Borrowing in advance of need; 
• Minimum Revenue Provision (MRP) Policy; 
• Review of long term debt; 
• Annual Investment Strategy; 
• Use of external service providers; 
• Scheme of delegation; and 
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• Role of the Section 151 Officer. 

 
 

REVIEW OF THIS POLICY STATEMENT 
 
The Corporate Director for Resources will periodically review this Policy Statement and 
all associated documentation.  A review of this Statement, together with the annual 
strategies in relation to treasury management will therefore be undertaken annually as 
part of the revenue budget setting process.  It may also be considered at any other 
time during the financial year as considered necessary by the Cabinet, Governance 
Committee or the Corporate Director for Resources in line with the following 
framework. 

   
          

Area of Responsibility 
Council/ 
Committee/ 
Officer 

Frequency 

Treasury Management Policy 
Statement (revised) Full Council 

Initial adoption in 2010 – 
changes can be reported 
at any time 

Treasury Management Strategy / 
Annual Investment Strategy / MRP 
Policy 

Full Council Annually before the start 
of the year 

Treasury Management Strategy / 
Annual Investment Strategy / MRP 
policy  – updates or revisions at 
other times  

Cabinet  As business needs dictate  

Annual Treasury Outturn Report Cabinet 

Included as part of the 
Council’s Financial 
Outturn Report 
 

Treasury Management Practices 

 
Governance 
Committee 
 

As required 

Scrutiny of Treasury Management 
Strategy 

 
Governance 
Committee 
 

Annually before the start 
of the year 

Scrutiny of Treasury Management 
Performance Cabinet 

As part of the Financial 
Monitoring arrangements 
to Cabinet 

            
 
 
 
 
 
 
 
 
 

MTFS - Appendix 11 - Treasury Management Strategy 85 of 111



APPENDIX 11 
 
 

APPENDIX B 
 

   
REDCAR AND CLEVELAND BOROUGH COUNCIL 

 
ANNUAL TREASURY MANAGEMENT STRATEGY 2018/2019 

 
 
Regulatory Requirements 
 
The Local Government Act 2003 (the Act) and supporting regulations requires the Council 
to ‘have regard to’ the Chartered Institute of Public Finance & Accountancy (CIPFA) 
Prudential Code on Capital Finance and their Treasury Management Code of Practice to 
set Prudential and Treasury Indicators for the next three years to ensure that the Council’s 
capital investment plans are affordable, prudent and sustainable.   

 
The Act therefore requires the Council to set out its treasury strategy for borrowing and to 
prepare an Annual Investment Strategy (as required by Investment Guidance subsequent 
to the Act and included within this report) prior to the start of each financial year.  These 
set out the Council’s policies for managing its borrowings and investments and in particular 
on the Investment Strategy for giving priority to the security and liquidity of those 
investments.  

 
The Department for Communities and Local Government has issued revised investment 
guidance which came into effect from 1 April 2010.  There were no major changes 
required over and above the changes already required by the revised CIPFA Treasury 
Management Code of Practice 2009. 

 
The Integrated Treasury Strategy covers the following areas: 

 
• Treasury limits in force which will limit the treasury risk and activities of the Council; 
• Prudential and Treasury Indicators; 
• The current treasury position; 
• Prospects for interest rates; 
•  The Borrowing Strategy; 
• Policy on borrowing in advance of need; 
• Debt rescheduling; 
• The Investment Strategy; 
• Creditworthiness policy; 
• Policy on the use of external service providers; and 
• The Minimum Revenue Provision (MRP) Strategy. 

 
It is a statutory requirement under Section 33 of the Local Government Finance Act 
1992, for the Council to produce a balanced budget.  In particular, Section 32 requires 
a local authority to calculate its budget requirement for each financial year to include the 
revenue costs that flow from capital financing decisions.  This, therefore, means that 
increases in capital expenditure must be limited to a level whereby increases in charges to 
revenue from: 
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1. Increases in interest and principal charges caused by increased borrowing to 

finance additional capital expenditure; and/or 
 

2 Any increases in running costs from new capital projects are limited to a level which 
is affordable within the projected resources available to the Council for the 
foreseeable future. 

 
These issues are addressed and the necessary assurances provided by the Corporate 
Director for Resources in the 2018/19 Revenue Budget and Medium Term Financial 
Strategy report being considered separately by Council on 1 March 2018. 

     
Treasury Limits for 2018/2019 to 2020/2021 
 
It is a statutory duty under Section 3 of the Local Government Act 2003 and supporting 
regulations for the Council to determine and keep under review how much it can afford to 
borrow. In England and Wales the ‘Authorised Limit’ represents the legislative limit 
specified in Section 3 of the Act. 

 
The Council must have regard to the Prudential Code when setting the Authorised Limit, 
which essentially requires it to ensure that total capital investment remains within 
sustainable limits and, in particular, that the impact upon its future council tax levels is 
affordable.   

 
Whilst termed an “Authorised Limit for external borrowing”, the capital plans to be 
considered for inclusion incorporate financing by both external borrowing and other forms 
of liability, such as credit arrangements.  The Authorised Limit is to be set, on a rolling 
basis, for the forthcoming financial year and two successive financial years. Details of the 
Authorised Limit are set out later in this report. 

 
Current Portfolio Position 

 
Table 1 – The Council’s Treasury Management Position on 31st December, 2017 

 
Borrowing Principal  Average 

 
£m  % 

Fixed Rate Funding
PWLB 37.512 3.629 13
Market - LOBO 56.600 5.380 54
Market - Fixed 48.750 6.471 57
Other Local Authorities 15.000 4.050 15
Total Fixed Rate 157.862 5.174 42
In-House Investments
Call Accounts -0.261 0.129  
Money Market Funds -5.095 0.338
Notice Account -2.500 0.570
Short Term Deposits -9.000 0.338
Total In-House Investments -16.856 0.369
  
Net Debt 141.006

Average 
Life   

(YEARS)
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Table 2 -The Council’s Borrowing Requirement for the Current Year  

 

  
 2017-18      

£m 
Capital Financing Requirement (CFR)   
CFR 17-18 197.175 
PFI Liabilities 66.019 
Total Capital Financing Requirement 263.194 
Debt   
Debt Brought Forward -157.888 
New Borrowing to Fund Capital -5.000 
Borrowing Repaid 3.026 
Total Debt Carried Forward -159.862 
PFI Liabilities -66.019 
Borrowing Still Required in 2017-18 (notional) 37.313 

 
 

Prudential and Treasury Indicators for 2018/2019 to 2020/2021  
 
The Prudential and Treasury Indicators are relevant for the purposes of setting an 
integrated Treasury Management Strategy.  

 
The Council is also required to indicate if it has adopted the CIPFA Code of Practice on 
Treasury Management.  The original 2001 Code was adopted by Council in March 2002 
with the revised Code adopted on 1 March 2010. 

 
Table 3 – Summary Prudential Indicators  

 
2017-18 2018-19 2019-20 2020-21

Prudential Indicator Projected 
Outturn 

Projected 
Outturn 

Projected 
Outturn 

Projected 
Outturn 

£m £m £m £m
Capital Expenditure 14.760         32.783 25.451 17.926
Ratio of Financing Costs to Net 
Revenue Streat (adj PFI) 12% 12% 12% 12%
Capital Financing Requirement 263.194 260.501       261.176     259.619     
Incremental Impact of Capital Investment 
Decisions £ £ £ £
Increase in Council Tax (band change) 
per annum -80.34 137.12 -0.71 5.80
Authorised Limit for External Debt £m £m £m £m
Borrowing 207.175 205.725 207.703 207.512
Other Long Term Liabilities 66.019 64.776 63.473 62.107
Total 273.194 270.501 271.176 269.619
Operational Boundary for External Debt £m £m £m £m
Borrowing 197.175 195.725 197.703 197.512
Other Long Term Liabilities 66.019 64.776 63.473 62.107
Total 263.194 260.501 261.176 259.619  
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Full details on the calculation of the Council’s Prudential Indicators can be found in 
Appendix D to this report. 
 
Table 4 – Treasury Management Indicators 
 

Lower Limit Upper Limit
Interest Rate Exposure
Variable Interest Rate Exposure 25% n/a
Fixed Interest Rate Exposure 100% n/a
Maturity Structure of Fixed Rate Borrowing
Under 12 months 0% 20%
12 months and within 24 months 0% 20%
24 months and within 5 years 0% 80%
5 years and within 10 years 0% 90%
10 years and within 25 years 0% 100%
25 years and above 0% 100%  

 
Prospects for Interest Rates 
 
The Monetary Policy Committee (MPC) increased Bank Rate to 0.5% during 2017/18, 
largely to meet expectations they themselves created. Further expectations for higher 
short term interest rates are subdued. The Council’s treasury advisor Arlingclose’s central 
case is for UK Bank Rate to remain at 0.50% over the medium term. Further potential 
movement in Bank Rate is reliant on economic data and the likely outcome of the EU 
negotiations.  
 
Table 5 – Arlingclose Bank Rate Forecasts (as at 02.01.18) 
 
Year Avge
Period March June Sept. Dec. March June Sept. Dec. March June Sept. Dec. Rate
Upside Risk 0.00 0.00 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.19
Bank Rate Forecast 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Downside Risk 0.00 0.00 0.00 0.00 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.15

2018 2019 2020

 
 
The Arlingclose central case is for gilt yields to remain broadly stable across the medium 
term Upward movement will be limited, although the UK government’s seemingly 
deteriorating fiscal stance is an upside risk. 
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Table 6 – Public Works Loan Board (PWLB) Borrowing Rates (as at 02.01.18) 
 
PWLB Borrowing Rates

5 Year 10 Year 50 Year
2018 March 1.35 1.85 2.30

June 1.40 1.85 2.30
September 1.40 1.85 2.30
December 1.40 1.85 2.30

2019 March 1.45 1.90 2.35
June 1.50 1.90 2.40
September 1.50 1.95 2.45
December 1.55 2.00 2.50

2020 March 1.55 2.05 2.55
June 1.60 2.10 2.55
September 1.65 2.15 2.55
December 1.70 2.15 2.55

Annual Average %Year Period

 
 
Economic Background 
 
The major external influence on the Council’s Treasury Management Strategy for 2018/19 
will be the UK’s progress in negotiating a smooth exit from the European Union and 
agreeing future trading agreements. The domestic economy has remains relatively robust 
since the surprise outcome of the 2016 referendum, but there are indications that 
uncertainty over the future is now weighing on growth. Transitional arrangements may 
prevent a cliff-edge, but will also extend the period of uncertainty for several years. 
Economic growth is therefore forecast to remain sluggish throughout 2018/19.   
 
Consumer price inflation reached 3.00% in September 2017 as the post-referendum 
devaluation of sterling continued to feed through to imports. Unemployment continued to 
fall and the Bank of England Monetary Policy Committee (MPC) judged that the extent of 
spare capacity in the economy seemed limited and the pace at which the economy can 
grow without generating inflationary pressure had fallen over recent years. With its 
inflation-control mandate in mind, the MPC raised the official Bank Rate to 0.5% in 
November 2017. 
 
In contrast, the US economy is performing well and the Federal Reserve is raising interest 
rates in regular steps to remove some of the emergency monetary stimulus it has provided 
for the past decade. The European Central Bank is yet to raise rates, but has started to 
taper its quantitative easing programme, signalling some confidence in the Eurozone 
economy. 
 
High profile bank failures in Italy and Portugal have reinforced concerns over the health of 
the European banking sector. Sluggish economies and fines for pre-crisis behaviour 
continue to weigh on bank profits, and any future economic slowdown will exacerbate 
concerns in this regard. 
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Bail-in legislation, which ensures that large investors, including local authorities will rescue 
failing banks instead of taxpayers in the future, has now being fully implemented in the 
European Union, Switzerland and USA, while Australia and Canada are progressing with 
their own plans. In addition, the largest UK banks will ring-fence their retail banking 
functions into separate legal entities during 2018. There remains some uncertainty over 
how these changes will impact upon the credit strength of the residual legal entities. 
 
The credit risk associated with making unsecured bank deposits has therefore increased 
relative to the risk of other investment options available to the Council; returns from cash 
deposits however remain very low. 
 
The above position will have the following implications for treasury management: 
 

• Investment returns will remain substantially low during 2018/19 and beyond; 
• Borrowing interest rates will remain relatively low in the foreseeable future.  The 

timing of any borrowing will need to be monitored carefully. 
• There will continue to remain a cost of carry – any borrowing undertaken that 

results in an increase in investments will incur a revenue loss between borrowing 
costs and investment returns. 

Borrowing Strategy 

The Council’s level of external loans is anticipated to be £159.862 million at the end of this 
financial year, an increase of £1.974 million on the previous year. The balance sheet 
forecast in Table 8 shows that the Council anticipates £5.000 million of borrowing during 
2017/18 to  fund the Capital Programme and to maintain the £10.000 million investment 
balance required under MIFID II. 

The amount of external loans is essentially related to the level of capital expenditure 
undertaken. The Council’s long term outstanding debt has reduced over the previous three 
financial years as per previous Treasury Management Strategies which was to internally 
borrow against surplus cash. Due to reduced liquidity, the need to fund the Capital 
Programme and the potential to secure long term investments this is not achievable in 
future years. This outstanding debt excludes other long term liabilities such as PFI 
contracts and finance leases which are regarded as debt outstanding for Prudential 
Indicator purposes.  
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Table 7 – Summary of Council Borrowing 

External v Internal Borrowing 

Year End 
@31/3 

 Debt 
Outstanding  

Year on Year 
Variation 

Average 
Interest 

Rate 
Capital Investment 

   £m  £m % £m 
2005 116.354 18.769 5.27 26.301 
2006 123.346 6.992 5.28 33.219 
2007 142.334 18.988 5.22 45.625 
2008 142.525 0.191 5.57 48.471 
2009 152.500 9.975 5.16 44.322 
2010 147.550 (4.950) 5.16 35.784 
2011 150.238 2.688 5.25 31.051 
2012 157.509 7.271 5.13 34.299 
2013 172.287 14.778 4.72 39.145 
2014 173.463 1.176 4.81 34.972 
2015 171.439 (2.024) 5.02 15.484 
2016 167.414 (4.025) 5.06 18.676 
2017 157.888 (9.526) 5.17 12.578 
2018 159.862 1.974 n/a 14.760 
2019 162.862 3.000 n/a 32.783 
2020 167.862 5.000 n/a 25.451 
2021 172.862 5.000 n/a 17.926 

Forecast figures shown in red italics 
  

Table 8 - Comparison of Gross Debt Positions at Year End 

External v Internal Borrowing 2016-17 2017-18 2018-19 2019-20 2020-21
Actual Forecast Forecast Forecast Forecast

£m £m £m £m £m
Capital Financing Requirement (CFR) (including PFI) 262.842 263.194 260.501 261.176 259.619
Less:  Other Debt Liabilities (PFI/Leases) -62.028 -66.019 -64.776 -63.473 -62.107
Borrowing CFR 200.814 197.175 195.725 197.703 197.512
Less:  External Borrowing 157.888 159.862 162.862 167.862 172.862
Internal Borrowing 42.926 37.313 32.863 29.841 24.650  

CIPFA’s Prudential Code for Capital Finance in Local Authorities recommends that the 
Council’s total debt should be lower than its forecast Capital Financing Requirement (CFR) 
over the three years. Table 8 shows that the Council expects to comply with this 
recommendation.  

The Council is currently maintaining an under-borrowed position. Table 8 provides details 
on the financial values involved. This means that the capital borrowing need (the Capital 
Financing Requirement - CFR), has not been fully funded with external loan debt.  The 
cash available to support the Council’s reserves, balances and cash flow is  being used as 
a temporary source of finance in lieu of prudential borrowing. The table above 
demonstrates that potential additional borrowing over and above the planned amount 
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required to fund the Capital Programme may be required to stabilise liquidity. This will 
continue to be monitored with loans only being agreed when required. 

To assist with its long term treasury management strategy, the Council’s advisors have 
created a liability benchmark, which forecasts the Council’s need to borrow over a period 
of time. The liability benchmark : 

• Forecasts the minimum amount of borrowing required to keep investments at a 
minimum liquidity level of £10.000 million; and 

• Can be estimated for the long term if some assumptions are used. 

There are risks with the above strategy and caution will be adopted. The Corporate 
Director for Resources 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; or 

 
• 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 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 relatively cheap. 

 
Any decisions will be reported to the appropriate decision making body at the earliest 
available opportunity. 

Borrowing in Advance of Need 

The Council may from time to time, borrow in advance of need, where this is expected to 
provide the best long-term value for money. Since amounts borrowed will be invested until 
spent, the Council is aware that it will be exposed to the risk of loss of the borrowed sums, 
and the risk that investment and borrowing interest rates may change in the investing 
period. These risks will be managed as part of the Council’s overall management of its 
treasury risks. 

Borrowing in advance will be made within the constraints that: 

• It will be limited to no more than 80% of the expected increase in borrowing need 
(CFR) over the three year planning period; and 

• Would not look to borrow more than 36 months in advance of need. 

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

The PWLB does allow the Council to repay loans before maturity. The Council will either 
have to pay a premium or receive a discount according to a set formula based on current 
interest rates. 

Other lenders of Lender Option Borrower Option (LOBO’s) and local authority debt may be 
prepared to negotiate premature redemption terms.  

The possible reasons for any rescheduling to take place will include:  
 

• The generation of cash savings and/or discounted cash flow savings. 
• Helping to fulfil the Treasury Management Strategy. 
• Enhance the balance of the portfolio (amend the maturity profile and/or the balance 

of volatility). 
 
Consideration will also be given to identifying if there is any residual potential for making 
savings by running down investment balances to repay debt prematurely as short term 
rates on investments are likely to be lower than rates paid on current debt.   
 
All rescheduling will be reported to Cabinet at the earliest meeting following its action. 

ANNUAL INVESTMENT STRATEGY 

Under the Local Government Act 2003 the Council is required to have regard to 
Government guidance in respect of the investment of its cash funds. This guidance was 
revised with effect from 1 April 2010. The guidance leaves local authorities free to make 
their own investment decisions, subject to the fundamental requirement of an Annual 
Investment Strategy being approved by Council before the start of the financial year.  
 
The Annual Investment Strategy must define the investments the Council has approved for 
prudent management of its cash balances during the financial year under the headings of 
specified investments and non specified investments. 
 
The Annual Investment Strategy therefore sets out: 
 

• Revisions to the Annual Investment Strategy 
• The Investment Policy 
• The policy regarding loans to companies in which the Council has an interest 
• Specified and non-specified investments 
• Creditworthiness Policy – security of capital and the use of credit ratings 
• The Investment Strategy to be followed in 2018/19 
• Investment reports to Members 
• Counterparty list criteria 
• Investment of Money Borrowed in Advance of Need 
• Investment (and Treasury Management) training. 

 
Revisions to the Annual Investment Strategy 
 
In addition to this updated Investment Strategy, which requires approval before the start of 
the financial year, a revised Strategy will be submitted to Cabinet/Council for consideration 
and approval under the following circumstances: 
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1. Significant changes in risk assessment of a significant proportion of the Council’s 
investments. 
 

2. Any other significant developments that might impact on the Council’s investments 
and existing strategy for managing those investments during 2018/19. 
 

3. Publication of a revised CIPFA code which impacts on this proposed strategy. 
 
Counterparty limits have been set under the Counterparty List Criteria.  
 
Investment Policy 
 
The parameters of the policy are as follows: 
 

1. The Council will have regard to the Government’s Guidance on Local Government 
Investments as revised with effect from 1 April 2000, and the 2011 revised CIPFA 
Treasury Management in Public Services Code of Practice and Cross Sectional 
Guidance Notes. 

 
2. The Council’s Investment Policy has two fundamental objectives 

 
• the security of capital (protecting the capital sum from loss) ; and then 
• the liquidity of its investments (keeping the money readily available for 

expenditure when needed). 
 

3. The Council will also aim to seek the highest yield on its investments provided that 
proper levels of security and liquidity are achieved.  

 
4. Investment instruments for use in the financial year are listed under specified and 

non-specified investment categories. 
 

5. Counterparty limits will be set  after considering the creditworthiness of an 
organisation. 
 

Policy Regarding Loans to Companies in Which the Council has an Interest 
 
The Council’s general investment powers under this Annual Treasury Management and 
Investment Strategy come under the Local Government Act 2003 (section 12). Under this 
Act a local authority has the power to invest for any purposes relevant to its functions or for 
the purpose of the prudent management of its financial affairs. 
 
In addition to investment the Council has the power to provide loans and financial 
assistance to organisations under the Localisation Act 2011 (and also formally under the 
general power of wellbeing in the Local Government Act 2000) which introduced a general 
power of competence for authorities (to be exercised in accordance with their general 
public law duties). 
 
Any such loans to organisations by the Council, will therefore be made under these 
powers. They will not, however, be classed as investments made by the Council and will 
not impact on the Investment Strategy. Instead they will be classed as capital expenditure 
by the Council under the Local  Authorities  ( Capital Finance and Accounting) Regulations 
2003 and will be approved, financed and accounted for accordingly. 
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Specified and Non-Specified Investments 
 
Specified Investments: The CLG Guidance defines specified investments as those: 
 

• denominated in pound sterling. 
• due to be repaid within 12 months of arrangement. 
• not defined as capital expenditure by legislation. 
• invested with either the UK Government, a UK local authority, parish council or 

community council or a body or investment scheme of ‘high credit quality’. 
 
The Council defines high credit quality organisations as those having a credit rating of A- 
or higher that are domiciled in the UK or a foreign country with a sovereign rating of AA+ 
or higher. For money market funds and other pooled funds “high credit quality” is defined 
as those having a credit rating of A- or higher. 
 
Non-specified Investments:  Any investment not meeting the definition of a specified 
investment is classed as non-specified.  The Council does not intend to make any 
investments denominated in foreign currencies, nor any that are defined as capital 
expenditure by legislation, such as company shares. Non-specified investments will 
therefore be limited to long term investments, i.e. those that are due to mature 12 months 
or longer from the date of arrangement, and investments with bodies and schemes not 
meeting the definition of high credit quality. 
 
Limits on non-specified investments are shown below: 
 

Nature of Investment 

Qualifying 
Counterparty 
Credit Rating 

Groups 
Maximum Individual 

Investment 

Maximum 
Overall 

Exposure 

Investments without credit 
rating or rated below A- N/A 

£2m (value and maturity 
as per counterparty 
criteria limits table) 

£25m 

Investments exceeding 1 Year 
Credit rating A- 
to AAA 

£5 (value and maturity 
dependant as per 
counterparty criteria 
limits table 

Pooled Funds 

Non rated - 
due diligence 
required 

£10m (value and maturity 
as per counterparty 
criteria limits table) 

 
The current clearing bank used by the Council is NatWest which currently has an 
investment rating which falls within the non-specified investment category. The account is 
generally used for operational purposes with amounts only invested overnight. This has a 
limit of £3.000 million and is excluded from the above table. In practice the balance is 
significantly lower than this limit but it is deemed occasionally required for cash flow 
purposes. The balance is subject to bail-in and the Bank of England has stated that in the 
event of failure, banks with assets greater than £25 billion are more likely to be bailed-in 
than made insolvent, increasing the chance of the Council maintaining operational 
continuity. 
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Risk Assessment and Creditworthiness Policy 

Credit ratings are obtained and monitored by the Council’s treasury advisors, who will 
notify changes in ratings as they occur. Where an entity has its credit rating downgraded 
so that it fails to meet the approved investment criteria then: 

• no new investment will be made, 

• any existing investments that can be recalled or sold at no cost will be, and 

• full consideration will be given to the recall or sale of all existing investments with 
the affected counterparty. 

Where a credit rating announces that an A- rating is on review for possible downgrade 
(also known as “rating watch negative” or “credit watch negative”) so that it may fall below 
the approved rating criteria, then only investments that can be withdrawn on the next 
working day will be made with that organisation until the outcome of the review is 
announced. This policy will not apply to negative outlooks, which indicate a long-term 
direction of travel rather than an imminent change of rating. 

The Council understands that credit ratings are good, but not perfect, predictors of 
investment default. Full regard will therefore be given to other available information on the 
credit quality of the organisation’s in which it invests, including credit default swap prices, 
financial statements, information on potential government support and reports in the 
quality financial press. No investments will be made with an organisation if there are 
substantive doubts about its credit quality, even though it may meet the credit rating 
criteria.  

When deteriorating financial market conditions affect the creditworthiness of all 
organisations, as happened in 2008 and 2011, this is not generally reflected in credit 
ratings, but can be seen in other market measures. In these circumstances, the Council 
will restrict its investments to those organisations of higher credit quality and reduce the 
maximum duration of its investments to maintain the required level of security. The extent 
of these restrictions will be in line with prevailing financial market conditions. If these 
restrictions mean that insufficient commercial organisations of high credit quality are 
available to invest the Council’s cash balances, then the surplus will be deposited with the 
UK Government, via the Debt Management Office, treasury bills or with other local 
authorities. This will cause a reduction in the level of investment income earned but will 
protect the principal sum invested. 

Sole reliance will not be placed on the use of the external service provided by Arlingclose.  
In addition this Council will also use market data and market information, information on 
Government support for banks and the credit ratings of that Government support, as well 
as office judgement and expertise. 

Investment Strategy 

Liquidity Management 
 
The Council uses a cash-flow forecasting model to determine the maximum period for 
which funds may prudently be committed. The forecast is compiled on a pessimistic basis, 
with receipts under-estimated and payments over-estimated to minimise the risk of the 
Council being forced to borrow on unfavourable terms to meet its financial commitments. 
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During 2017-18 the Council’s cash balances are expected to fluctuate between £10.000 
million and £30.000 million.  The cash-flow forecast for 17/18 indicates that £22.000 million 
is around average. 
 
Limits on long-term investments are set by reference to the Council’s medium term 
financial plan and cash flow forecast.  
 
Interest Rate Outlook  
 
The Monetary Policy Committee (MPC) increased Bank Rate in November 2017 to 0.50%. 
The MPC re-emphasised that they expect any prospective increases in Bank Rate to be at 
a gradual pace and to a limited extent.  
 
Investments returns however remain low. Although they have picked up slightly since the 
rate rise they remain at around 0.2% to 0.4%. Future expectations for higher short term 
interest rates are subdued and on-going decisions remain data dependant and 
negotiations on exiting the EU cast a shadow over monetary policy decisions. The 
suggested budgeted investment earnings rates for returns on investments placed for 
periods up to three months during each financial year for the next three years are as 
follows:  
 

• 2018/19 0.40%   
• 2019/20 0.50%  
• 2020/21 0.75% 
  

Investment Reports to Members 
 
Reporting to Members on investment matters will be as follows: 
 

• In-year investment reports will be submitted to Cabinet as part of the Quarterly 
Financial Position reports. 

 
• At the end of the financial year a report on the Council’s investment activity will be 

submitted to the Cabinet as part of the Consolidated Financial Outturn report. 
 
Counterparty List Criteria 
 
When considering any financial investments the Council will give paramount importance to 
the security aspect of the transaction.  Although risk and return are important, they will be 
deemed to be of a secondary nature. 
 
In terms of the Council’s investment counterparties the following framework will apply: 
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Total Limit Max Period

Unsecured Secured

AAA £2.5m £5m £25m 2yrs
AA+ £2.5m £5m £25m 2yrs
AA £2.5m £5m £20m 2yrs
AA- £2.5m £5m £20m 2yrs
A+ £2.5m £5m £15m 2yrs
A £2.5m £5m £15m 1yrs
A- £1.5m £3m £9m 1yrs

£3m N/A £3m N/A*
£1m £2m £5m 6m
£5m N/A N/A 2yrs

Unlimited 5yrs
£3m N/A £20m N/A

£10m N/A £20m N/A

£4m 2yrs

Other Pooled Funds

Any other organisation, subject to an external credit assessment and 
specific advice from the Council's treasury management advisor £2m

Individual Cash Limit

Unlimited

UK Building Societies without credit ratings

Money Market Funds 

Counterparty

UK, Foreign Banks and other organisations whose 
lowest published long-term credit rating from Fitch, 
Moody's and Standard & Poor's is:

Council's own Clearing Bank

UK Gov't DMO, Treasury Bills, Treasury Gilts & Instruments

UK Local Authorities

 
 
*If the Council’s own clearing bank fails to meet the minimum credit quality criteria the time 
limit on investments will be restricted to overnight. 
 
Current Bank Account: The Council’s current account is held with Nat West which is 
currently rated below the minimum A- rating by Moody’s. The Council may continue to 
deposit surplus cash with NatWest providing that investments can be withdrawn on the 
next working day and that the bank maintains a credit rating no lower than BBB- (the 
lowest investment grade rating).   
 
Banks Unsecured: Investments include instant access accounts, deposits, certificates of 
deposit and senior unsecured bonds with banks and building societies, other than 
multilateral banks. These investments are subject to the risk of credit loss via a bail-in 
should the regulator determine that the bank is failing or likely to fail.  
 
Banks Secured:  Investments include covered bonds, reverse repurchase agreements 
and other collateralised arrangements with banks and building societies. These 
investments are secured on the bank’s assets, which limits the potential losses in the 
unlikely event of insolvency and means that they are exempt from bail-in. Where there is 
no investment specific credit rating but the collateral upon which the investment is secured 
has a credit rating, the highest of the collateral credit rating and the counterparty credit 
rating will be used to determine cash and time limits. If the investment is a reverse 
repurchase instrument the Council will have a Global Master Repo Agreement 
(GMRA200) with the financial institution. This agreement will state the collateral 
acceptable for the Council and will be monitored on a daily basis to ensure that the value 
does not deviate outside an agreed specific threshold. If the value does deviate outside 
this threshold the institution will either have to deposit additional collateral or withdraw an 
amount. The combined secured and unsecured investments in any one bank will not 
exceed the cash limit for secured investments.   
 
Government: Includes loans, bonds, deposit facility and bills issued by national 
governments, regional and local authorities and multilateral development banks. These 
investments are not subject to bail-in and there is an insignificant risk of insolvency. 
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Investments with the UK Central Government may be made in unlimited amounts up to 5 
years.   
 
Corporates: Includes loans, bonds and commercial papers issued by companies other 
than banks and registered providers. These investments are not subject to bail-in but are 
exposed to the risk of the company going insolvent. Loans to unrated companies will only 
be made as part of a diversified pool in order to spread the risk widely.   
 
Registered Providers: Loans and bonds issued by, guaranteed by or secured on the 
assets of Registered Providers of Social Housing, formally known as Housing 
Associations. These bodies are tightly regulated by the Homes and Communities Agency 
and, as providers of public services; they retain a high likelihood of receiving government 
support if needed. 
 
Pooled Funds: Shares in diversified investment vehicles consisting of any of the above 
investment types, plus equity shares and property. These funds have the advantage of 
providing wide diversification of investment risks, coupled with the services of a 
professional fund manager in return for a fee. Short-term Money Market Funds that offer 
same-day liquidity and very low or no volatility will be used as an alternative to instant 
access bank accounts, while pooled funds whose value changes with market prices and/or 
have a notice period may be used for longer investment periods. Bonds, equity and 
property funds offer enhanced returns over the longer term, but are more volatile in the 
short term. These allow the Council to diversify into asset classes other than cash without 
the need to own and manage the underlying investments. Due to these funds having no 
defined maturity date, but are available for withdrawal after a notice period, their 
performance and continued suitability in meeting the Council’s investment objectives will 
be monitored regularly. 
 
Full individual listings of counterparties and counterparty limits are held by Financial 
Services and investments are reported as part of the quarterly performance updates to 
Cabinet. 
 
Investment of Money Borrowed in Advance of Need 
 
The Borrowing Policy covers the Council’s policy on borrowing in advance of spending 
needs. Although the Council has not borrowed in advance of need to date and has no 
current plans to do so in the immediate future, any such future borrowing would impact on 
investment levels for the period between borrowing and capital spending. 
 
Any such investments would, therefore, be made within the constraints of the Council’s 
current Annual Investment Strategy, together with a maximum investment period related to 
when expenditure was expected to be incurred. 
 
Treasury Management Training 
 
The training needs of the Council’s treasury management employees are monitored 
reviewed and addressed on an on-going basis and are discussed as part of the employee 
appraisal process.  Most training needs are addressed through the attendance of training 
courses, seminars and conferences provided by CIPFA and the Council’s treasury 
management advisor Arlingclose. 
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OTHER TREASURY MANAGEMENT ISSUES 
 
Policy on the Use of Financial Derivatives 
 
Local authorities have previously made use of financial derivatives embedded into loans 
and investments both to reduce interest rate risk (e.g. interest rate collars and forward 
deals) and to reduce costs or increase income at the expense of greater risk (e.g. LOBO 
loans and callable deposits). The general power of competence in Section 1 of the 
Localism Act 2011 removes much of the uncertainty over local authorities’ use of 
standalone financial derivatives (i.e. those that are not embedded into a loan or 
investment). 
 
The Council will only use standalone financial derivatives (such as swaps, forwards, 
futures and options) where they can be clearly demonstrated to reduce the overall level of 
financial risks that the Council is exposed to.  Additional risks presented, such as credit 
exposure to derivative counterparties, will be taken into account when determining the 
overall level of risk. Embedded derivatives, including those present in pooled funds, will 
not be subject to this policy, although the risks they present will be managed in line with 
the overall Treasury Management Strategy. 
 
Financial derivative transactions may be arranged with any organisation that meets the 
approved investment criteria. The current value of any amount due from a derivative 
counterparty will count against the counterparty credit limit. 
 
Policy on the Use of External Treasury Management Service Providers 
 
The Council has appointed Arlingclose as treasury management advisors and receives 
specific advice on investment, debt and capital finance issues. 
 
Whilst the Council recognises that there is value in employing external providers of 
treasury management services in order to acquire access to specialist skills and 
resources, it fully accepts that responsibility for treasury management decisions remains 
with the Council at all times and will ensure that undue reliance is not placed upon advice 
from the external service provider. 
 
Arlingclose were re-appointed as the Council’s treasury management advisors for a period 
of five years following a full tender exercise in October 2015, with the terms of appointment 
being documented. The value and quality of the services they provide are monitored and 
reviewed on an on-going basis. 
 
The Scheme of Delegation and Role of the Section 151 Officer in Relation to 
Treasury Management 
 
Government’s guidance requires the Council to include details of the Treasury 
Management Scheme of Delegation and the role of the Section 151 officer in the Annual 
Treasury Management/Investment Strategy. 
 
The key elements of delegation in relation to Treasury Management are: 

 
a) The Council 
• Receiving and reviewing reports on treasury management policies, practices and 

activities; 
• Approval of annual strategy. 
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b) The Cabinet 
• Approval or amendments to the Council’s adopted clauses and treasury 

management policy statement; 
• 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; 
• Approving the annual year end position on investments and borrowing in relation to 

the agreed strategies. 
 

In terms of the Treasury Management role of the Section 151 Officer (Corporate 
Director for Resources) the key areas of delegated responsibility are as follows: 
 
• Recommending clauses, treasury management policy/practices for approval, 

reviewing the same regularly and monitoring compliance; 
• Submitting regular treasury management policy reports; 
• Submitting budgets and budget variations; 
• Receiving and reviewing management information reports; 
• Reviewing the performance of the treasury management function; 
• Ensuring the adequacy of treasury management resources and skills and the 

effective division of responsibilities within the treasury management function; 
• Ensuring the adequacy of internal audit and liaising with external audit; 
• Recommending the appointment of external service providers.  

 

MTFS - Appendix 11 - Treasury Management Strategy 102 of 111



APPENDIX 11 
APPENDIX C 

 
MINIMUM REVENUE PROVISION POLICY STATEMENT 2018/2019 
 
When the Council finances expenditure by debt, it must set aside resources to repay that 
debt in later years. The amount charged to the revenue budget for the repayment of debt 
is known as the Minimum Revenue Provision (MRP). 
 
The broad aim of DCLG Guidance is to ensure that debt is repaid over a period that is 
either reasonably commensurate with that over which the capital expenditure provides 
benefits, or, in the case of borrowing supported by Government Revenue Support Grant, 
reasonably commensurate with the period implicit in the determination of that grant. 
 
The DCLG Guidance requires the Council to approve an Annual MRP statement each year 
and recommends a number of options for calculating a prudent amount of MRP. The 
proposed methods are as follows:- 
 
For capital expenditure incurred before 31 March 2008, MRP will be determined as 2.56% 
of the Capital Financing Requirement as at the 01.04.2015 and will be on a straight line 
basis for future financial years; 
 
For unsupported capital expenditure incurred after 31 March 2008, MRP will be 
determined by charging the expenditure over the expected useful life of the relevant asset 
on an annuity basis equal to a PWLB rate at the end of the relevant financial year; 
 
For assets acquired by finance leases or a PFI, the MRP will be determined by charging 
the expenditure over the expected useful life of the relevant asset on an annuity basis 
equal to a PWLB rate at the end of the relevant financial year. 
 

Where loans are made to other bodies for their capital expenditure, no MRP will be 
charged. The capital receipts generated by the annual repayment on those loans will be 
put aside to repay debt instead. 
 
Capital expenditure incurred during 2018/19 will not be subject to an MRP charge until 
2019/20. 
 
Based on the Council’s estimate of its Capital Financing Requirement at 31st March 2018, 
the budget for MRP has been set as follows: 
 
 

Capital Financing Requirement (CFR) Budgeted MRP 2018-19 
  £m 
Capital Expenditure Before 1.3.2008 2.565 
Unsupported Capital Expenditure after 31.3.2008 2.108 
Finance Leases and Private Finance Initiatives 1.243 
Total 5.916 
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APPENDIX C(i) 
 

REVISED MINIMUM REVENUE PROVISION POLICY STATEMENT 2017/2018 
 
When the Council finances expenditure by debt, it must set aside resources to repay that 
debt in later years. The amount charged to the revenue budget for the repayment of debt 
is known as the Minimum Revenue Provision (MRP). 
 
The broad aim of the DCLG Guidance is to ensure that debt is repaid over a period that is 
either reasonably commensurate with that over which the capital expenditure provides 
benefits, or, in the case of borrowing supported by Government Revenue Support Grant, 
reasonably commensurate with the period implicit in the determination of that grant. 
 
The CLG Guidance requires the Council to approve an Annual MRP statement each year 
and recommends a number of options for calculating a prudent amount of MRP. The 
proposed methods are as follows:- 
 
For capital expenditure incurred before 31 March 2008, MRP will be determined as 2.56% 
of the Capital Financing Requirement as at the 01.04.2015 and will be on a straight line 
basis for future financial years; 
 
For unsupported capital expenditure incurred after 31 March 2008, MRP will be 
determined by charging the expenditure over the expected useful life of the relevant asset 
on an annuity basis equal to a PWLB rate at the end of the relevant financial year; 
 
For assets acquired by finance leases or a PFI, the MRP will be determined by charging 
the expenditure over the expected useful life of the relevant asset on an annuity basis 
equal to a PWLB rate at the end of the relevant financial year. 
 
Where MRP has been overcharged in previous years, the recovery of the overcharge will 
reduce the MRP charge in 2017/18. The MRP adjustment for 2017/18 will not exceed the 
overall in year annual MRP charge. 
 
Where loans are made to other bodies for their capital expenditure, no MRP will be 
charged. The capital receipts generated by the annual repayment on those loans will be 
put aside to repay debt instead. 
 
Capital expenditure incurred during 2017/18 will not be subject to an MRP charge until 
2018/19. 
 
Based on the Council’s estimate of its Capital Financing Requirement at 31st March 2017, 
the budget for MRP was set. This is now shown below with a revised outturn based on a 
change to the methodology on PFI schemes: 
 

Capital Financing Requirement (CFR) Budgeted MRP 2017-18
Estimnated 

MRP 2017-18 Difference
£m £m £m

Capital Expenditure Before 1.3.2008 2.565 2.565 0.000
Unsupported Capital Expenditure after 31.3.2008 2.027 2.026 -0.001
Finance Leases and Private Finance Initiatives 2.241 -3.991 -6.232
Total 6.833 0.600 -6.233  
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APPENDIX D 
 

REDCAR AND CLEVELAND BOROUGH COUNCIL 
 

PRUDENTIAL INDICATORS FOR THE PERIOD 2017/18 TO 2020/21 
 

 
The Prudential Code introduced by the Local Government Act 2003 requires the 
determination of a suite of capital finance and treasury management indicators. These 
have to be approved by Members as part of the budget setting process prior to the 
commencement of each new financial year. The indicators can be split into two main 
groups:- 
 

1. Measures of affordability: The framework requires that Prudential Indicators are 
set to assess the affordability of the capital investment plans. These provide an 
indication of the impact of the plans on the Council’s finances 

 
2. Measures of prudence: these are treasury management indicators with a broad 

overarching requirement specified as the Net Borrowing and Capital Financing 
requirement, in addition to requiring that external debt is kept within sustainable and 
prudent limits. 
 

CAPITAL EXPENDITURE AND EXTERNAL DEBT INDICATORS 
 
A: Capital Expenditure Actuals and Forecasts 
 
Capital expenditure can only be financed from a number of approved sources, specifically 
capital grants, long term borrowing, capital receipts, capital contributions and direct 
revenue financing. The prudential indictors specifically highlight the costs to the revenue 
budget of these plans, i.e. the costs of both long term borrowing and direct revenue 
financing. All other funding sources are either external to the Council or generated through 
the sale of capital assets. 
 
Table 1 – Capital Funding and Borrowing Plans 
 
Capital Funding 2017/18 2018/19 2019/20 2020/21 TOTAL 

  
Projected 
Outturn Estimate Estimate Estimate Estimate 

  £m £m £m £m £m 
Capital Receipts 3.256 6.288 4.670 2.448 16.662 
Prudential Borrowing 0.953 3.222 6.585 4.467 15.227 
Direct Revenue Financing - - - - - 
Grants 10.551 23.273 14.196 11.011 59.031 
Total 14.760 32.783 25.451 17.926 90.920 

 
The above table shows the financing of the Council’s proposed Capital Programme 
analysed by funding source. This illustrates the level of long term borrowing required which 
can then be interpreted into borrowing limits and revenue budget consequences. 
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The Council will monitor spend against the approved budgets to ensure that there is no 
additional cost incurred above the funding outlined. This issue is highlighted in the Medium 
Term Capital Programme report. 
 
 
B: Capital Financing Requirement 
 
The Capital Financing Requirement (CFR) represents a calculation based on the Council’s 
balance sheet of its underlying need to borrow for capital purposes. In simple terms it is 
the total outstanding capital expenditure which has not yet been paid for by either revenue 
or capital resources. At the 1 April 2017 the CFR for the Council was £262.842 million. 
 
The estimates of the CFR for the defined year ends are as follows: 
 
Table 2 – Capital Financing Requirement 
 

Capital Financing Requirement 

2017/18 2018/19 2019/20 2021/22 
Projected 
Outturn Estimate Estimate Estimate 

  £m £m £m £m 
CFR - General Fund 197.175 195.725 197.703 197.512 
CFR - PFI/leases 66.019 64.776 63.473 62.107 
Total CFR for Year 263.194 260.501 261.176 259.619 

Net Movement in CFR 0.353 
-           

2.694 0.675 
-           

1.557 
Represented By: 

    Borrowing Requirement 0.953 3.222 6.585 4.467 
MRP -4.591 -4.673 -4.607 -4.658 
MRP - PFI/Leases 3.991 -1.243 -1.303 -1.366 
Total 0.353 -2.694 0.675 -1.557 

 
In accordance with best practice the Council does not earmark borrowing to specific items 
or types of expenditure. The Council has an integrated treasury management approach 
and therefore at any time has a number of cash-flows, both positive and negative, and 
manages its treasury position in terms of its overall borrowings and investments in 
accordance with its approved Annual Treasury Management Strategy. In day to day cash 
management, no distinction is made between revenue and capital cash. External 
borrowing arises as a consequence of all financial transactions of the Council as a whole 
and not simply those arising from capital spending. In contrast the CFR indicator reflects 
the Council’s underlying need to borrow for capital purposes only. 
 
C: Gross Borrowing and the Capital Financing Requirement 
 
In order to ensure that over the medium term debt will only be for a capital purpose, the 
Council should ensure that external borrowing does not, except in the short term, exceed 
the total capital financing requirement in the proceeding year, plus the estimate of any 
additional capital financing requirement for the current and next two financial years. 
 
The Prudential Indicator is referred to as the gross borrowing requirement and its 
comparison with the capital financing requirement is a key indicator of prudence. 
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Table 3 – Gross Borrowing to CFR 
 
Gross Borrowing Requirement to Capital 
Financing Requirement 

2017/18 2018/19 2019/20 2020/21 
Projected 
Outturn Estimate Estimate Estimate 

£m £m £m £m 
Borrowing 159.862 162.862 167.862 172.862 
CFR (excluding PFI/Leases) 197.175 195.725 197.703 197.512 
Under Borrowing 37.313 32.863 29.841 24.650 
% Net Borrowing/CFR Requirement 
(excluding PFI/Leases) 81% 83% 85% 88% 
CFR (including PFI/Leases) 263.194 260.501 261.176 259.619 

 
The borrowing figures are below the CFR figures. This is due to internally financed capital 
expenditure (see Under Borrowing figure) which is included in the CFR. As a result the 
prudential test outlined above is met. 
 
D: Limits to Borrowing Activity 
 
A further two affordability indicators control the overall level of borrowing. These are: 
 
The Authorised Limit: This represents the limit beyond which borrowing is prohibited. It is 
probable external debt with some headroom factored in after an assessment of risk. This 
limit requires amendment in line with the most up to date capital expenditure plans, which 
are to be financed through borrowing. The revenue consequences of these plans have 
been reflected in the Medium Term Financial Plan. 
 
The Operational Boundary: This indicator is based on the probable external debt during 
the course of the year. It is not a limit and the Code recognises that circumstances might 
arise when the boundary might be exceeded temporarily. It should act as an indicator that 
ensures the Authorised Limit is not breached. 
 
Table 4 – Limits to Borrowing Activity 
 
  2017-18 2018-19 2019-20 2020-21 

  Projected 
Outturn  

Projected 
Outturn  

Projected 
Outturn  

Projected 
Outturn  

Authorised Limit for External Debt £m £m £m £m 
Borrowing 207.175 205.725 207.703 207.512 
Other Long Term Liabilities 66.019 64.776 63.473 62.107 
Total 273.194 270.501 271.176 269.619 
Operational Boundary for External 
Debt £m £m £m £m 
Borrowing 197.175 195.725 197.703 197.512 
Other Long Term Liabilities 66.019 64.776 63.473 62.107 
Total 263.194 260.501 261.176 259.619 

 
The Corporate Director for  Resources confirms that the authorised limit and the 
operational boundary are consistent with the Council’s current commitments, proposed 
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Capital Programme and financing arrangements, the proposals in respect of the 2018/19 
Revenue Budget and Medium Term Financial Plan and approved Treasury Management 
Policy Statement. 
 
E: Actual External Debt 
 
The Council’s actual external debt is set out below and consists of external borrowing plus 
other long term liabilities such as PFI and finance leases, which are classified as external 
debt for this purpose. 
 
Table 5 – External Debt Levels 
 
  2017-18 2018-19 2019-20 2020-21 

  Projected 
Outturn  

Projected 
Outturn  

Projected 
Outturn  

Projected 
Outturn  

  £m £m £m £m 
Total Debt Outstanding 219.648 220.382 224.212 226.042 

 
The estimates of financing costs include current capital plan commitments based on the 
proposed programme and are reflected in the 2018/19 Revenue Budget and the Medium 
Term Financial Plan (MTFP). 
 
F: Ratio of Financing Costs to Net Revenue Stream 
 
This is an indicator of affordability and highlights the revenue implications of existing and 
proposed capital expenditure by identifying the proportion of the revenue budget required 
to meet financing costs, net of investment income. 
 
Table 6 – Ratio of Financing Costs to Net Revenue Stream 
 
  2017-18 2018-19 2019-20 2020-21 

  Projected 
Outturn  

Projected 
Outturn  

Projected 
Outturn  

Projected 
Outturn  

  £m £m £m £m 
Ratio 15% 20% 20% 20% 

 
The estimates of financing costs include current capital plan commitments based on the 
proposed programme and are reflected in the 2018/19 Revenue Budget and MTFP. The 
figures also include the impact of Private Financing Initiative (PFI) schemes and finance 
leases for both principal and interest. The 2017/18 projected figure is lower than future 
years due to the change in methodology on MRP for PFI contracts and the credit charged 
to the accounts for overprovision in previous years. 
 
In terms of the Prudential Code the actual indicator percentage which would be derived 
from the financial statements are the figures including amounts for PFI and leases. 
However it is important to note that PFI schemes and finance leases are already funded 
commitments, i.e. grants and other existing revenue sources, and as such there is no 
affordability issue in relation to these amounts. These are included within the Prudential 
Indicators due to changes in accounting policy and although they reflect the true 
indebtedness of the Council they are not relevant for determining the affordability of the 
proposed Capital Programme. 
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The above indicators show that the Council has a significant revenue budget commitment 
from its current Capital Programme and other long term liabilities. The Council however 
has made full provision within its revenue budget to cover the costs of borrowing 
associated with the capital plans for future years. 
 
G: Estimates of the Incremental Impact of Capital Investment Decisions on Council 
Tax. 
 
This is an indicator of affordability that shows the impact of capital investment decisions on 
Council Tax levels. The incremental impact is the difference between the total revenue 
budget requirement of the current approved Capital Programme and the revenue budget 
requirement arising from the Capital Programme proposed. 
 
Table 7 – Impact of Capital Investment Decisions on the Council Tax 
 
 
  2017-18 2018-19 2019-20 2020-21 

  Projected 
Outturn  

Projected 
Outturn  

Projected 
Outturn  

Projected 
Outturn  

  £ £ £ £ 
General Fund - Increase in 
Annual Band D Council Tax -80.34 137.12 -0.71 5.80 

 
The above figures represent the costs of financing unsupported capital investment 
decisions as against the proposed Capital Programme. The reduction in 2017/18 illustrates 
the impact of the change in the MRP policy for PFI contracts and the recovery of the 
overprovision in previous financial years.  
 
TREASURY MANAGEMENT INDICATORS 
 
The treasury management function is a key part of the overall financial management of the 
Council’s affairs and its importance has increased as a result of the freedoms provided by 
the Prudential Code. Treasury management covers the borrowing and investment 
activities and the effective management of associated risks. Activities are strictly regulated 
by statutory requirements and a professional code of practice (the CIPFA Code of Practice 
on Treasury Management). 
 
H: Adoption of the CIPFA code of Practice 
 
The Council formally adopted the 2011 revised CIPFA Code of Practice for Treasury 
Management in the Public Sector at its meeting on 5 March 2012. 
 
The Treasury Management Indicators are not targets to be aimed at but instead are limits 
within which the treasury management policies of the Council are deemed to be prudent. 
 
I: Interest Rate Exposure 
 
In accordance with the Code of Practice, the Council sets upper limits on its fixed and 
variable interest rate exposures as a percentage of outstanding principal sums borrowed. 
The amounts in the table below cover the whole of the MTFP period 2018-2022. 
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Table 8 – Prudential Limits for Interest Rate Exposure 
 

Interest Rate Exposure Upper Limit 
Variable Interest Rate Exposure 25% 
Fixed Interest Rate Exposure 100% 

 
This means that the Corporate Director for Resources will manage the Council’s borrowing 
and investments in mind when effecting any treasury management transactions. 
 
J: Maturity Structure of Borrowing 
 
This prudential indicator assists the Council to avoid large concentrations of fixed rate debt 
having identical maturity structures and needing to be replaced at the same time. Although 
most of the Council’s debt is now in the 10-year plus time frame it has been profiled to 
avoid the need to replace large amount in any one year. 
 
Table 9 – Prudential Limits for the Maturity Structures of Borrowing 
 
Maturity Structure of Borrowing Lower Limit Upper Limit 
Under 12 months 0% 20% 
12 months and within 24 months 0% 20% 
24 months and within 5 years 0% 80% 
5 years and within 10 years 0% 90% 
10 years and within 25 years 20% 100% 
25 years and above 20% 100% 

 
The code requires that LOBO loans are treated as if they will mature in their next call 
period. The Council is in contact with lenders and treasury advisors and has determined 
that given the current rate of these loans it is unlikely that they will be recalled for 
payments. 
 
K: Total Principal Sums Invested for Periods Longer Than 364 Days 
 
This indicator provides a measure of the liquidity of the Council and whether funds are 
committed for periods in excess of one financial year. Opportunities for fund placement in 
excess of one year and of forward placement of funds are increasingly available in the 
money market. Also, given a good standard of cash flow forecasting, investment of a 
reasonable proportion of surplus funds under these methods can achieve better returns in 
a rising market and more stability in a sinking market. 
 
The Council does not currently have any investments that exceed one year. This is 
currently being reviewed. 
 
MONITORING ARRANGEMENTS 
 
The Prudential Indicators will be formally monitored by Cabinet on a quarterly basis as part 
of the Council’s overall financial position. This is in line with the arrangements outlined in 
the Annual Treasury Management Strategy where the scheme of delegation and reporting 
requirements are described in more detail. 
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If there are significant departures from the approved Prudential Indicators mid quarter, the 
Corporate Director for Resources will discuss the implications of this with the portfolio 
holder for Resources. A report will then be taken to Cabinet at the earliest opportunity. 
Cabinet may then make recommendations to full Council if necessary on the need to 
revise any of the formally adopted prudential indicators. 
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