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1. National Position

1   National Position

1. Budget 2018

The Chancellor of the Exchequer, Phillip Hammond, delivered his budget on 29 October 2018. 
With the final terms of the departure of the UK from the European Union yet to be settled the 
Chancellor had already signaled that a further Budget may be required should this departure 
be made without a formal deal. The key national headline factors discussed in his speech are 
set out below.

Economic Forecasts

Gross Domestic Product

The figures for growth over the period remain below the forecast produced in March 2017 by 
between 0.2% and 0.5% per annum over the period previously forecast.
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GDP Growth Forecasts

Inflation

The table below sets out the forecasts for inflation, as measured by the Consumer Prices Index 
(CPI). There is very little change in this forecast since the Spring Statement in 2017. The 
forecasts for the Retail Prices Index (RPI) similarly shows little change. RPI is forecast broadly 
to be 1% higher than CPI.
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Borrowing

Compared with the Spring Statement 2018 forecast in year borrowing is lower in every year of 
the forecast and falls as a share of GDP from 1.4% in 2019/20 to 0.8% in 2023/24. Total debt 
peaked at over 85% of GDP in 2016/17 and is forecast to fall in every year of the forecast, 
reaching 74.1% of GDP in 2023/24. The chart below shows forecast in year borrowing in 
monetary terms (to 2022/23).
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Local Government

General announcements

Summarised below are the announcements relevant to local government within Budget 2018. 

The Chancellor announced a number of additional spending measures relating to 2018/19 and 
2019/20. 

Additional funding for Social Care was announced which includes: 

 Confirmation that the additional adult social care funding of £240m previously 
announced on October 2 for 2018/19 will also be provided in 2019/20; and

 A further £410m of funding in 2019/20 for adults and children’s social care. 

The Chancellor also announced that he was providing councils with an additional £55m in 
2018/19 for the Disabled Facilities Grant to provide home aids and adaptations for disabled 
children and adults on low incomes. 

In addition, the Chancellor announced £84m of further funding over 4 years for up to 20 local 
authorities, with £45m initially in 2019/20, to help more children to stay at home safely with 
their families. 

Also announced was additional funding in 2018/19 for schools across England with £400m to 
spend on their equipment and facilities. 
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The Chancellor announced that an additional £420m would be allocated to local authorities in 
2018/19 to tackle potholes, repair damaged roads, and invest in keeping bridges open. In 
addition, the government will also be making £150m of funding from the National Productivity 
Investment Fund (NPIF) available to local authorities for small improvement projects such 
as roundabouts. 

The creation of a Future High Streets Fund was announced to invest £675m in England to 
support local areas fund plans to redevelop their high streets and town centres. This will invest 
in town centre infrastructure, including increasing access to high streets and supporting 
redevelopment and densification around high streets. Although spread across the whole period 
up to 2023/24, 90% of this funding is only to be made available after 2021/22. The Fund will 
also establish a new High Streets Taskforce to disseminate best practice among local leaders. 

Business Rates 

The government announced a number of changes to business rates, including: 

 Providing upfront support to the business rates system through reducing bills by one-
third for retail properties with a rateable value below £51,000, benefiting up to 90% 
of retail properties, for 2 years from April 2019, subject to state aid limits; 

 The introduction of 100% business rates relief for all standalone public lavatories with 
the aim of helping keep these amenities open; and 

 Continuing with the £1,500 business rates discount for office space occupied by local 
newspapers in 2019/20. 

The government stated that local authorities will be fully compensated for the loss of income 
as a result of these business rates measures. As with previous revisions to the business rates 
scheme, it is expected that this compensation will be via S31 grants, initially paid based on the 
NNDR1 form and finalised based on the NNDR3 return. 

Regions 

The Chancellor announced a number of measures relating to the regions, including: 

 £770m to extend the Transforming Cities Fund; 
 £200m to pilot innovative approaches to deploying full fibre internet in rural locations; 

and 
 £120m for the Strength in Places Fund to support areas of research and development 

excellence across the UK. 

Housing 

 Confirmation that the Housing Revenue Account cap that controls local authority 
borrowing for house building will be abolished from 29 October 2018 in England; 

 That the Housing Infrastructure Fund, funded by the NPIF, will be increased by 
£500m to a total £5.5bn.
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Universal Credit
 
The Chancellor announced two major further reforms to Universal Credit: 

 That the amount that households with children, and people with disabilities can earn 
before their Universal Credit award begins to be withdrawn – the Work Allowance – 
will be increased by £1,000 from April 20191; and 

 A package of additional support for transition worth approximately £1bn over 6 years. 

National Living Wage

The National Living Wage (NLW) will increase by 4.9% from £7.83 to £8.21 from April 2019. 
The government also accepted all of the Low Pay Commission’s recommendations for National 
Minimum Wage rates to apply from April 20192. 

Spending Review 2019

Overall funding expected to increase from £327bn in 2019/20 to £371.6bn in 2023/24; which 
represents a cash increase of 13.6%. The government assumes that from 2019/20 to 
2023/24,spending, including the NHS settlement, will grow at an average of 1.2% per year in 
real terms. This means that after excluding the increases for NHS England, resources across 
the rest of government departments will increase in cash terms by just 8.4% over the period 
2019/20 to 2023/24 which is roughly in line with the increases in CPI for the period set out by 
the OBR. Therefore, this would suggest that outside of NHS England, all other Departments 
combined will not see any real terms increase in their funding for the period 2019/20 to 2023/24. 
In addition, the 8.4% would be the average across the departments with individual departments 
likely to be above or below this mark. 

The government states that the figures provided do not represent the final envelope for 
Spending Review 2019, which it indicates will be set in due course, which may mean at the 
Spring Statement in 2019. 

The measures in the budget that directly impact on the Council are discussed in the following 
section on the Local Government Finance Settlement.

1 The value of the work allowance depends on individual circumstances
2 https://www.gov.uk/government/organisations/low-pay-commission 

https://www.gov.uk/government/organisations/low-pay-commission
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2   Local Government Finance Settlement 2019/20

 National Position

Core Spending Power is the Government’s measure of resources potentially available for the 
provision of General Fund services.  The assessment takes account of the Settlement Funding 
Assessment (SFA) (see below), council tax, the Improved Better Care Fund, New Homes 
Bonus, Rural Services Delivery Grant and the Social Care support grants (and includes the 
sums announced in the budget (see Section 1). The table below shows the national picture for 
Core Spending Power between 2015/16 and 2019/20.  It shows an increase of 2.83% for 
2019/20 and an overall increase since 2015/16 of 3.82%. 

National Core Spending Power 2015/16 to 
2019/20 2015/16 2016/17 2017/18 2018/19 2019/20

 £m £m £m £m £m

Settlement Funding Assessment 21,250 18,602 16,633 15,574 14,560
Under indexing business rates multiplier 165 165 175 275 400
Council Tax 22,036 23,247 24,666 26,332 27,927
Improved Better Care Fund 0 0 1,115 1,499 1,837
New Homes Bonus 1,200 1,485 1,252 947 918
Rural Services Delivery Grant 16 81 65 81 81
Transition Grant 0 150 150 0 0
Winter pressures grant 0 0 0 240 240
Social care support grant 0 0 0 0 410
Adult Social Care Support Grant 0 0 241 150 0

Core Spending Power 44,667 43,730 44,297 45,098 46,373
Change £  -937 567 801 1,275
Change %  -2.1 1.3 1.81 2.83
Cumulative change %  -2.1 -0.83 0.96 3.82

The following table shows that national core spending power for 2019/20 has increased by 
£751 million over the figure forecast for 2019/20 in the 2018/19 final settlement

 Change in National Core Spending 
Power 2018/19 final settlement to 
2019/20 settlement 2019/20
 £m
Settlement Funding Assessment 162
Under indexing business rates multiplier 25
Council Tax -120
New Homes Bonus 18
Rural Services Delivery Grant 16
Social Care Support Grants 650

Core Spending Power 751

The reduction in the council tax element is assumed to be as a result of a smaller council tax 
base than originally forecast and the fact that not all council’s raised their council tax by the 
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maximum permitted amount. The government assumes in its core spending power calculations 
that all councils raise council tax by the maximum amount permitted before a referendum is 
required.

The figures demonstrate two key elements of the government’s funding strategy for local 
government:

1) The gradual withdrawal of government support continues. The rise in resources in the 
period since 2015/16 entirely accounted for by increases in the council tax element. The 
Settlement Funding Assessment has declined by over 40% since 2015/16 while council 
tax has risen by 27%. When the figures are adjusted for inflation the reduction is almost 
50%.

2) Where additional resources have been made available they have, almost exclusively, 
been in respect of social care.

The table below sets out the changes in council tax, the Settlement Funding Assessment and 
the real terms Settlement Funding Assessment since 2015/16.

2016/17 2017/18 2018/19 2019/20Changes in National Core Spending Power elements 
2015/16 to 2019/20 Year on Year and cumulative £m £m £m £m

Change in Council tax 1,211 1,419 1,666 1,595
Cumulative 1,211 2,630 4,296 5,891
% Cumulative 5.50% 11.94% 19.50% 26.73%
% Annual change 5.50% 6.10% 6.75% 6.06%
     
Change in Settlement Funding Assessment -2,648 -1,959 -959 -889
Cumulative -2,648 -4,607 -5,566 -6,455
% Cumulative -12.37% -24.55% -33.12% -40.73%
% Annual change -12.37% -10.44% -5.71% -5.61%
     
Real terms change in Settlement Funding Assessment     
CPI September previous year 0.20% 1.30% 2.80% 2.20%
2015/16 indexed to current year 21,458 21,737 22,345 22,837
Real terms change -2,691 -4,929 -6,496 -7,877

% Cumulative -12.57% -26.26% -38.65% -49.70%

The significance of these figures for Basildon is that it does not benefit from increases in social 
care funding and relies almost exclusively on the SFA and New Homes Bonus. In terms of local 
spending power the council’s sole lever is, therefore, its ability to increase council tax (subject 
to the referendum limit).

Settlement Funding Assessment

The Settlement Funding Assessment consists of two funding streams

1. Business Rates retention
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2. Revenue Support Grant (RSG)

The business rates retention scheme is discussed in detail in Section 10. The bid by Essex 
authorities to be a pilot for 75% business rates retention was unsuccessful.

One important feature of the settlement is that the negative RSG forecast for 2019/20 for 
some authorities has been eliminated by the government. The government has provided 
an additional £153 million to enable this to happen.

New Homes Bonus

The technical consultation on the 2019/20 settlement, published in September 2018, 
suggested there would be an increase to the deadweight for the 2019/20 in year allocations. 
In the event the deadweight remained unchanged. New Homes Bonus is discussed in detail in 
Section 9.

National Levy Account

The surplus of levies paid by local authorities to the government over safety net payments 
made by the government has accumulated to some £180 million since the introduction of the 
business rates retention programme. The government has distributed this among local 
authorities pro rata to SFA.

Council tax referendum principles

In general, the limits set in 2018/19 continue to be applicable for a further year meaning that 
the trigger for a referendum for Basildon would be an increase of 3% or more. 

The adult social care precept continues to be available to social care authorities. 

Police and Crime Commissioners will be permitted to increase their Band D precept by up to 
£24. This is double the £12 permissible for 2018/193.

The government has decided to continue to defer the setting of referendum principles for town 
and parish councils provided that they continue to show restraint in setting their precepts.

Funding post 2019/20

The position for funding post 2019/20 is still unclear. It is not likely to be any clearer until late 
2019. At the same time that the draft settlement was released the government published two 
consultation papers

 A review of Local Authorities’ Relative Needs and Resources4 (Fair Funding)
 Business Rates Retention Reform: Sharing risk and reward, managing volatility and 

setting up the reformed system5.

The outcome of both sets of proposals will be implemented for funding from 2020/21.

3 The additional £12 per Band D over the £12 allowable in 2018/19 could yield in excess of £7.5 million.
4 https://www.gov.uk/government/consultations/review-of-local-authorities-relative-needs-and-resources 
5 https://www.gov.uk/government/consultations/business-rates-retention-reform 

https://www.gov.uk/government/consultations/review-of-local-authorities-relative-needs-and-resources
https://www.gov.uk/government/consultations/business-rates-retention-reform
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The key elements of the fair funding consultation are

1) There will be a foundation formula and seven service based blocks. As a district council 
funding for Basildon will come almost entirely via the foundation formula.

2) The key driver for the foundation formula will be population although there will be area 
cost adjustments.

3) Assessment of the resources available to individual authorities will take account of 
council tax at a notional level (which has not yet been determined).

4) Sales, fees and charges will not be included as income in the resources assessment
5) Weighting of the various factors (including the foundation formula and service blocks) 

has not yet been determined.
6) There will be a transition methodology but this will not be determined until later in the 

process.

Ultimately the funding made available as a consequence of the revised methodology will be 
constrained (as is the case now) by the resources available as determined by the Spending 
Review 2019

The key elements of the business rates consultation are

1) There will be a full reset of the system for 2020/21. This means that growth in the system 
up to 2019/20 will be transferred to baseline need. Future resets could be done on a 
partial basis.

2) The safety net arrangements will continue but the level at which it is triggered is yet to 
be determined.

3) There will be no levy but a threshold will be determined above which all growth will be 
lost. For example the threshold could be set at 150% of baseline need. 

4) The shares between tiers of authority will be reviewed.
5) There are significant issues with eliminating the volatility caused by appeals and it is 

likely that they will not be handled at a national level but locally as is the case now.
6) The consultation includes an alternative proposal that would effectively nationalise 

appeals and has the potential to make business rates retention a fairer and more stable 
system.

Both consultations close on 21 February 2019 and officers will prepare technical responses.
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 Local Position

The table below sets out Basildon’s position as regards the Settlement Funding Assessment 
and Core Spending Power for each year since 2015/16. The figures for 2019/20 are those set 
out in the Local Government Finance Settlement. 

Local Government Finance Settlement 2015/16 2016/17 2017/18 2018/19 2019/20
 £000 £000 £000 £000 £000

Settlement Funding Assessment      
Revenue Support Grant 4,414 2,595 1,156 282 0  
Business Rates baseline funding 5,006 5,218 5,324 5,484 5,610

Total 9,420 7,813 6,480 5,766 5,610
      
Change year on year  -1,607 -1,333 -714 -156
% change year on year  -17.06 -17.06 -11.02 -2.71
% cumulative change  -17.06 -31.21 -38.79 -40.45
      
Core Spending Power      
Settlement Funding Assessment 9,420 7,813 6,480 5,766 5,610
Council Tax 14,510 15,100 15,368 16,285 17,070
Transition grant 0 138 138 0 0
New Homes Bonus 2,833 3,789 3,659 1,881 1,782

Total 26,763 26,840 25,645 23,932 24,462

      
Core spending power (excluding council tax) 12,253 11,740 10,277 7,647 7,392
Change year on year  -513 -1,463 -2,630 -255
% change year on year  -4.19 -12.46 -25.59 -3.33
% cumulative change  -4.19 -16.13 -37.59 -39.67
      
Real terms change in core spending power (excluding council 
tax)      

2015/16 indexed to current year 12,253 12,278 12,437 12,785 13,067
Cumulative real terms change  -538 -2,160 -5,138 -5,675

% cumulative change  -4.39 -17.63 -41.94 -46.31

The key points to be drawn from this table are:

 The negative revenue support grant of £0.7 million previously forecast for 2019/20 has 
been eliminated. This was signalled by the government ahead of the settlement.

 Nevertheless, even when taking this into account Basildon’s Settlement Funding 
Assessment has fallen for the fourth year in a row and is now just over 40% lower than 
it was in 2015/16.

 Core spending power is over £2 million lower than it was in 2015/16.
 However the government’s contribution to Core Spending Power (i.e. excluding council 

tax) has fallen by £4.8 million or just under 40%.
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 Adjusting the 2015/16 Core Spending Power (excluding council tax) for inflation means 
that in 2019/20 it would need to be just over £13 million to have the same purchasing 
power. This is 46% higher than the actual level.

The settlement figures for Basildon were broadly as expected. Basildon’s share of the National 
Levy Account of £180 million being redistributed (which has been excluded from core spending 
power calculations) to local authorities amounts to £86,000.

Further information on the New Homes Bonus can be found in Section 9 and on Business 
Rates in Section 10.

Comparison of Basildon’s position with other authority groupings  

The chart below sets out the change in Settlement Funding Assessment for various groups of 
authorities and includes a separate bar for both Basildon and England as a whole.

Shire districts are the third most disadvantaged group and Basildon’s funding has fallen by a 
greater amount than this class as a whole. This is a change from previous years when shire 
districts had the greatest percentage cuts in SFA. The change is attributable to the elimination 
of negative RSG in this year’s settlement.
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3   Medium Term Financial Strategy

1. Introduction

The Corporate Plan6 requires that the council:

 Continue(s) to secure value for money in the delivery of all council services, making 
us more resilient and allowing us the capacity to be ambitious

 Seek(s) innovative financial solutions to the challenges we face thereby 
strengthening our ability to weather uncertainty, respond to opportunity and 
ensuring that the council tax represents value for money for the residents of the 
borough.

In this context the fundamental aims of the Council’s Medium Term Financial Strategy are 
to:

 Maintain a sustainable financial position against a background of continuing 
financial uncertainty and reduced government funding.

 Support the delivery of the promises in the Corporate Plan.

This section sets out the key considerations for the MTFS together with the budget position 
through to 2022/23. The forecasts should be treated with caution because:

1) Although Revenue Support Grant (RSG) has been fixed until 2019/20 it is not yet 
clear what will happen thereafter.

2) The Government is continuing its review of the New Homes Bonus (NHB). 
3) It is still expected that increased retention of business rates locally (at 75%) will be 

introduced from 2020/21.
4) The structure of the 75% retention proposals are still only at formative stage.
5) The business rates retention system will be reset for 2020/21 creating uncertainty 

over levels of growth that will be retained by local government.
6) The outcome of the Fair Funding Review7 will not be known for some time to come. 

The MTFS continues to forecast a gap between the council’s need to spend and the 
available resources. While the approaches to addressing the budget gap described later 
in the report mean that the budget for 2019/20 has been balanced there remains a deficit 
in future years rising from £2.0 million in 2020/21 to £3.0 million in 2022/23 and £11.9 
million in 2028/29.  

2. Outturn 2018/19

The Medium Term Financial Forecast reflects the latest outturn projections regarding the 
delivery of the 2018/19 budget. It is anticipated that the estimated outturn position for spending 
in the year will be a net reduction against budget of around £1.0 million comprising 

6 http://www.basildonmeetings.info/documents/s99377/Enc%202%20-%20CORPORATE%20PLAN.pdf
7 https://commonslibrary.parliament.uk/economy-business/business/the-fair-funding-review-what-does-it-mean-
for-local-government/ 

http://www.basildonmeetings.info/documents/s99377/Enc%202%20-%20CORPORATE%20PLAN.pdf
https://commonslibrary.parliament.uk/economy-business/business/the-fair-funding-review-what-does-it-mean-for-local-government/
https://commonslibrary.parliament.uk/economy-business/business/the-fair-funding-review-what-does-it-mean-for-local-government/
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approximately £0.3 million of savings and efficiencies, £0.6 million of contingencies and 
provisions no longer required, and £0.1 million of technical, corporate adjustments. In addition 
the budget provision of £2.3 million set aside for single status claims is no longer needed.  
While this reflects the position at this time, work continues in respect of identifying efficiencies 
and there are a number of technical financial transactions that may produce a further variation 
in spending. Any variation resulting from this activity at the year-end will be transferred to a 
reserve, the use of which will be to support revenue while efficiency initiatives are being 
delivered. Exceptionally, a favourable outturn on the commercial asset portfolio will be 
transferred to the Commercial Equalisation Reserve. 

The forecast outturn position was set out in a report to the Performance Scrutiny Committee 
on 9 January 2019.

3. Medium Term Financial Strategy (MTFS)

The key elements of the forecast are explained in detail as follows:

 General Fund Revenue Budget in Section 6
 General Fund Capital Programme in Section 14
 Housing Revenue Account in the separate report on the Housing Revenue Account 

budget
 Capital and Investment Strategy in Section 14

The following key strategies and programmes support delivery of the MTFS:

 The Fees and Charges Strategy (see below)
 The Value for Money Strategy (see below)
 The Commercial Asset Acquisition Strategy8

 The Sempra Homes9 business plan
 The Commercial Strategy10

The following strategies and activities have identified resource needs that are reflected in the 
MTFS:

 Asset Management Framework11

 Information Management12

 Digital Strategy13

 ICT transformation14 
 The Association of South Essex Local Authorities and associated Joint Strategic Plan15

8 http://www.basildonmeetings.info/documents/s85856/Commercial%20Asset%20Acquisition%20Strategy.pdf 
9 http://www.semprahomes.co.uk/ 
10 http://www.basildonmeetings.info/documents/s100449/Enc.%202%20for%20Commercial%20Strategy%20-
%20Commercial%20Strategy.pdf 
11http://www.basildonmeetings.info/documents/s100411/Asset%20Management%20Framework%20for%20Corporate%20G
F%20and%20Housing%20HRA%20Assets.pdf 
12 http://www.basildonmeetings.info/documents/s100417/INFORMATION%20MANAGEMENT%20POLICY.pdf 
13http://www.basildonmeetings.info/documents/s93007/Enc.%201%20for%20Digital%20Strategy%20April%202018-
%20March%202021.pdf 
14 This was a Part II report.
15 https://www.basildon.gov.uk/article/7260/South-Essex-Joint-Strategic-Planning 

http://www.basildonmeetings.info/documents/s85856/Commercial%20Asset%20Acquisition%20Strategy.pdf
http://www.semprahomes.co.uk/
http://www.basildonmeetings.info/documents/s100449/Enc.%202%20for%20Commercial%20Strategy%20-%20Commercial%20Strategy.pdf
http://www.basildonmeetings.info/documents/s100449/Enc.%202%20for%20Commercial%20Strategy%20-%20Commercial%20Strategy.pdf
http://www.basildonmeetings.info/documents/s100411/Asset%20Management%20Framework%20for%20Corporate%20GF%20and%20Housing%20HRA%20Assets.pdf
http://www.basildonmeetings.info/documents/s100411/Asset%20Management%20Framework%20for%20Corporate%20GF%20and%20Housing%20HRA%20Assets.pdf
http://www.basildonmeetings.info/documents/s100417/INFORMATION%20MANAGEMENT%20POLICY.pdf
http://www.basildonmeetings.info/documents/s93007/Enc.%201%20for%20Digital%20Strategy%20April%202018-%20March%202021.pdf
http://www.basildonmeetings.info/documents/s93007/Enc.%201%20for%20Digital%20Strategy%20April%202018-%20March%202021.pdf
https://www.basildon.gov.uk/article/7260/South-Essex-Joint-Strategic-Planning
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The Council is continuing to develop its MTFS to deliver its corporate plan outcomes while 
addressing the budget gap and mitigating risk. The budget gap will be addressed primarily 
through: 

1) generating income through commercial activity and seeking to embed commercial 
thinking throughout the organisation while maintaining a public service ethos

2) the ongoing review and redesign of services 
3) possible expansion of the commercial asset acquisition programme
4) possible expansion of the activity of Sempra Homes
5) a focus on growing income from business rates
6) reviewing fees and charges to ensure full cost recovery, where this is not possible 

reviewing how the associated services are delivered to reduce costs or accepting a 
discounted charge in return for an appropriate community benefit

7) revisiting previous proposals for generating efficiencies
8) generating new ideas for delivering efficiencies
9) optimising the council’s use of technology to enable new ways of working and improving 

service quality for our residents
10)ensuring the council’s assets are used effectively and efficiently.

The Section 151 Officer has made a statutory assessment of the adequacy of reserves taking 
into consideration the risk and uncertainties facing the Council (see Section 4). This includes 
an assessment of the risks posed by the Council’s increasingly ambitious and commercial 
approach to meeting resident needs and financial imperatives.

Given potential volatility in the Council’s income and the inherent risks and uncertainties in the 
assumptions used to prepare the MTFS, it is necessary to ensure that reserves and 
contingencies are maintained at adequate levels throughout the forecast period (see Section 
8 Reserves and Section 5 Chief Finance Officer’s Report).

4. 10 Year Medium Term Financial Strategy

A 10 year forecast for the General Fund is set below. It can be seen that the deficit is forecast 
to rise to £11.9 million by 2028/29. Forecasts beyond 2019/20 should be treated with caution 
due to the extreme uncertainty over the funding position from that year onwards.

The base assumptions used to arrive at this conclusion are

1) Inflation on costs will be in the region of £1 million per annum. This includes a pay award 
assumption of 2.5% per annum.
2) The cost to the Council of pensions will continue to rise.
3) Council tax will increase by 2.99% in 2019/20 and 1.99% per annum thereafter
4) The tax base will grow by 300 band D equivalents per annum.
5) The reductions in Government controlled funding sources will continue as per the trajectory 
of recent years.

Any one of these, or all, may prove to be incorrect but they provide a basis on which to plan 
for the future in a very uncertain climate. It is impossible to predict with certainty government 
policy on local government funding, the implications of the UK leaving the EU or any other 
national or international events that may affect funding. The key message is that the Council 
needs to continue to transform the way that it delivers services for the foreseeable future to 
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ensure financial sustainability. The forecast includes sums to fund the activities necessary to 
ensure such transformation takes place.
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2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000

Budgeted Target per Council February 2018 1,476 3,020 3,513 3,513 3,513 3,513 3,513 3,513 3,513 3,513

Changes in inflation assumptions 1,191 2,620 3,777 4,963 6,479 7,725 9,003
Additional income from Council Tax (457) (908) (1,374) (1,850) (2,334) (2,834) (3,343)
Roll forward of Government Grants assumptions (94) (199) (305) (413) (524) (637) (752)

- - - 640 1,513 2,098 2,700 3,621 4,254 4,908

Updated Forecast Target 1,476 3,020 3,513 4,153 5,026 5,611 6,213 7,134 7,767 8,421

EFFICIENCIES IDENTIFIED AND BUDGET PRESSURES

Base budget assumptions
Banked efficiencies and approved budget pressures (165) (348) (335) (360) (381) (384) (386) (390) (398) (401)
Asset Management Strategy 500 500 500 500 500 500 500 500 500 500
Digital Strategy 500 500 500 - - - - - - -
Treasury management changes 30 90 90 110 360 750 800 1,000 1,200 1,400
Increase General Contingency 100 100 100 300 500 700 900 1,100 1,300 1,500
Association of South Essex Local Authorities (ASELA) 110 110 110 110 110 110 110 110 110 110
Change in funding assumptions (1,417) 11 345 344 613 613 613 613 613 613
Sub-total (342) 963 1,310 1,004 1,702 2,289 2,537 2,933 3,325 3,722

Reserves
Replenish Employment Rationalisation Reserve 250 250 - - - - - - - -
Replenish IT Initiatives Reserve - 613 613 614 600 600 600 600 600 600
Use of Single Status c/f over 5 years (460) (460) (460) (460) (460) - - - - -
Additional commercial asset income (340) (470) (730) (730) (730) (730) (730) (730) (730) (730)
Further use of Business Rates Equalisation Reserve (BRER) (949) (2,460) (2,110) (2,010) (1,550) (550) (550) (550) (550) (550)
Estimated Outturn 2018/19 (1,000) - - - - - - - - -
Joint Strategic Plan 500 - - - - - - - - -
Sub-total (1,999) (2,527) (2,687) (2,586) (2,140) (680) (680) (680) (680) (680)

Member investments
Car Parking 170 170 170 170 170 170 170 170 170 170
Community 10 5 5 5 5 5 5 5 5 5
Environment 325 235 240 245 250 255 260 265 275 280
Community Safety 160 150 - - - - - - - -
Regeneration & Partnerships 200 - - - - - - - - -
Sub-total 865 560 415 420 425 430 435 440 450 455

Revised Target - 2,016 2,551 2,991 5,013 7,650 8,505 9,827 10,862 11,918

GENERAL FUND MEDIUM TERM FINANCIAL STRATEGY
(MTFS)
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The actions taken to address future budget gaps so far in this financial year are set out below. 

Position to date
2018/19 2019/20 2020/21 2021/22

£000 £000 £000 £000

Budgeted Gap at start of the year - 1,476 3,020 3,513

Contingency balances (593) - - -
Reduced NNDR charges (97) (96) (97) (96)
Development & Regulation (112) (177) (217) (327)
Environment (100) (265) (253) (234)
Regeneration & Partnerships 98 49 49 49
Corporate & Central (163) 212 125 125
LCTS - (58) (112) (147)
Additional commercial asset income - (340) (470) (730)
Sharing Agreement - (219) (137) (137)
New Homes Bonus - - 143 477
Remove negative RSG - (694) - -
Movement in Reserves - (673) (757) (657)
Members Investment Projects - 865 560 415
Other (33) (80) 162 300

Balance Remaining (1,000) - 2,016 2,551

Value for Money Strategy

The Value for Money Strategy approved as part of the 2016/17 budget report remains in 
place.16

Fees and Charges Strategy

The Fees and Charges Strategy approved as part of the 2017/18 budget report remains in 
place.17

16http://www.basildonmeetings.info/documents/s79071/Enc.%202%20for%20Budget%20and%20Council%20Ta
x.pdf
17http://www.basildonmeetings.info/documents/s85677/Enc.%202%20for%20Budget%20and%20Council%20Ta
x%20201718.pdf

http://www.basildonmeetings.info/documents/s79071/Enc.%202%20for%20Budget%20and%20Council%20Tax.pdf
http://www.basildonmeetings.info/documents/s79071/Enc.%202%20for%20Budget%20and%20Council%20Tax.pdf
http://www.basildonmeetings.info/documents/s85677/Enc.%202%20for%20Budget%20and%20Council%20Tax%20201718.pdf
http://www.basildonmeetings.info/documents/s85677/Enc.%202%20for%20Budget%20and%20Council%20Tax%20201718.pdf
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4   Budget Consultation

1. Business Ratepayers

In reaching a decision on the Borough’s council tax requirement the Council is required to take 
into account any comments received from the Borough’s business rate payers. Since the 
introduction of the Business Rates Retention Scheme in April 2013, the Council has a 
significant direct interest in supporting the growth of the existing business base and attracting 
new businesses to the Borough. All members of the Basildon Business group were supplied 
with information on the Council’s financial position and budget setting process to facilitate their 
ability to raise queries or provide comments. 1 response was received seeking information on 
lighting along the A13 and spending on planning and economic development. In addition 
businesses were able to respond to the general consultation the results of which are set out 
below.

2. Budget and Council Tax

This year the consultation with regard to the Council’s key spending priorities, services, and 
the level of council tax has been conducted via an online survey available on the Council’s 
website.  The survey commenced on 3 September 2018 and was concluded on 30 September 
2018.  The survey exercise was supported by publicity via Facebook and Twitter. 252 
participants completed the online survey. 

Participants were asked to indicate which services they feel are high, medium or low priority.  
An overview of the responses for each service are listed below:

High Medium Low

1st   Household waste collection – 
non-recyclable black sack (199 
participants)

1st  Recreation and sports 
facilities  (116 participants)

1st   Towngate Theatre (139 
participants)

2nd Household recycling collection 
– recyclable pink sack (186 
participants)

2nd   Planning, ensuring high 
standards of buildings and 
planning developments (109 
participants)

2nd   Inclusion and diversity, 
supporting the development of 
community groups and promotion 
community cohesion (125 
participants)

3rd Enforcement of rules on fly 
tipping and littering (180 
participants)

3rd   Regeneration, investing in the 
physical development of the 
borough (109 participants)

3rd   Housing advice and support to 
provide affordable accommodation 
and choice (92 participants)

Participants were also asked to indicate which statement best represented their view on setting 
the council tax for 2019/2020.  An overview of response rates are detailed below:
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Response Rate Statement

1st (112 participants) Increase council tax a bit to help protect the most important services where 
possible

2nd (61 participants) Keep council tax at the same level, which could result in some reduction in the 
level of services (because costs and demand are rising)

3rd (30 participants) Increase council tax by as much as is needed to maintain all Basildon Council 
Services at existing levels (this could result in a local referendum)

4th (14 participants) Increase council tax more significantly in order to improve services (this would 
result in a local referendum)

5th (12 participants) Lower council tax and reduce the level of services

Participants were invited to consider different income generating ideas and how they felt about 
each statement.  The findings were as follows:

• 185 (75.8%) participants either strongly agreed or agreed with the statement ‘Increase 
the use of modern technologies in the delivery of services’, only 18 (7.3%) 
participants disagreed or strongly disagreed;

• 176 (71.5%) participants either strongly agreed or agreed with the statement ‘Sell it’s 
expertise in certain areas (Finance and Audit) to other local authorities’, only 23 
(9.4%) participants disagreed or strongly disagreed 

• 160 (64.8%) participants either strongly agreed or agreed with the statement ‘Increase 
investment in commercial buildings to make money that can be used to fund local 
services’, only 36 (14.5%) participants disagreed or strongly disagreed 

• 151 (61.7%) participants either strongly agreed or agreed with the statement ‘Become a 
cashless council because cash is more expensive to handle’, only 45 (18.4%) 
participants disagreed or strongly disagreed 

• 132 (53.4%) participants either strongly disagreed or disagreed with the statement 
‘Increase council tax’, only 58 (23.5%) participants strongly agreed or agreed
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5   Chief Finance Officer’s Report

1. Section 25 of the Local Government Act 2003 requires the Section 151 Officer to report to 
the Council on the robustness of the budget calculations and the adequacy of reserves as 
part of the budget and council tax setting decision.

2. The Council’s budget is based on a range of assumptions. In considering the overall budget 
position, it is necessary for Members to be aware of the range and scale of risk and 
uncertainty surrounding the budget projections, particularly with regard to external factors.

3. While the Act itself does not provide any specific detail on how to evaluate the robustness 
of the estimates, accompanying guidance notes state that it should be based on an 
assessment of all circumstances considered likely to affect the authority.

4. The following factors have been taken into account when considering the overall levels of 
reserves:

 Assumptions regarding inflation
 Treatment of demand-led pressures
 Treatment of savings and efficiencies
 Financial standing of the authority ( for example level of borrowing, debt outstanding)
 The authority’s track record in budget management (including the robustness of 

medium term plans)
 The authority’s capacity to manage in-year budget pressures
 The authority’s virement and year-end procedures in relation to under and 

overspends
 The adequacy of insurance arrangements
 The availability of reserves, government grants and other funds to deal with major 

contingencies and the adequacy of provisions 
 The risks inherent in the council’s commercial activities
 Risks inherent in partnerships
 Estimates of the level and timing of capital receipts
 The general financial climate to which the authority is subject
This report considers the robustness of the Council’s budget calculations including a 
summary of the key risks inherent in the budget forecast, and it reviews the adequacy 
of reserves in light of these risks.

5. General Financial Climate 
As set out in Section 2 of this report local government finance continues to experience 
unprecedented external pressures and uncertainties as a result of the pressure on 
public sector spending. This is exacerbated by the absence of reliable forecasting data 
beyond 2019/20 and by the increased levels of risk and volatility in key income streams 
and demand led services. It is therefore essential that a particularly prudent approach 
is taken in arriving at final decisions on the Council’s budget, reserves and council tax 
levels across the forecast period. The delivery of the Council’s ambitions and capacity 
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to meet its objectives will be dependent upon the Council securing a sustainable 
financial position over the medium term.

6. Specific Budget Uncertainties 
This section updates Members on a number of key activities and responsibilities that 
have a financial impact for the Council but also by their nature carry inherent risk and 
uncertainty as to the full extent of that impact. Generally specific budget allocation or 
provision has been set aside for such associated costs but the scale of some of the risk 
means that reserve levels must take these into account.

a. Government Grant and Support 
The scope for local authorities to maximise government grant and support lies in 
incentive schemes such as are offered by business rates retention and the New Homes 
Bonus. Any significant benefit, however, will depend on growth policies being 
implemented and being sustained over several years. Increasing risk associated with 
retained business rates and NHB is a critical consideration. 
The business rates retention scheme is being reviewed by central government with a 
proposal that 75% of business rates be retained at the local level from 2020/21 
(previously the proposal was 100%) but these proposals are as yet underdeveloped and 
no conclusions can be drawn at this stage. 
There is no direct control over business rates by local authorities because the multiplier 
is set by the Government and the rateable value by the Valuation Office Agency (VOA). 
Local risks specifically include:

 Risks associated with appeals by ratepayers against their rateable values, for 
example one large appeal could have a big impact on business rate income. 
There is outstanding a very significant appeal in respect of NHS Trust properties 
that could, if successful, have a serious adverse effect on business rates income. 
The VOA lost a recent case concerning the separate rating of ATMs particularly 
in supermarkets. It is estimated that retailers will receive refunds of business 
rates backdated to 2010 equalling some £490 million. Basildon has provided for 
the cost of these refunds. It is likely that the VOA will appeal the decision meaning 
that the uncertainty concerning the matter will continue.

 There will be an impact on business rates income as a result of the Town Centre 
Development with demolitions of buildings before they are replaced e.g. East 
Square project.

b. Commercial Asset Acquisition

Details of how the Council manages the risks associated with this activity are outlined 
below in Section 14 and in the Commercial Asset Acquisition Strategy. Even with these 
in place though, there is the possibility that the security of the sum invested could be 
affected by changes in the underlying value of any assets that have been purchased 
and future rental streams do not match current expectations. In these circumstances it 
would be necessary to use reserves to meet the cost of any adverse financial 
implications.
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c. Commercial activity

While the benefits of commercial activity are clear in terms of the contribution they 
should make to the council’s financial position there is the risk that not all activities will 
return the level of investment forecast. To this end it is essential that reserves are kept 
at an appropriate level so that any financial shortfalls can be covered while alternative 
solutions are put in place. 

d. UK leaving the European Union
The continuing doubt over the terms of the UK’s exit from the European Union is creating 
uncertainty in the national economy. The Council is not immune from the effects of such 
uncertainty but these effects are manifested through changes in the external 
environment (for example interest rates and inflation) that the Council already has 
systems in place to manage in usual circumstances. 

The Council carries reserves, contingencies and provisions to manage these risks. The 
Council is not exposed to the risk of the withdrawal of EU funding and none of the current 
regeneration plans are predicated on the receipt of such funding. The risk to these 
projects lies rather in the impact of the exit on the economy as a whole, for example a 
decline in the availability of labour, and the ability of public and private sector partners 
to deliver their contractual obligations.

More immediately the nature of the UK’s exit could have a significant impact on the 
council’s financial position. The Chancellor of the Exchequer made it clear in the Budget 
that a no deal exit would mean that a further Budget would be required. It is not possible 
to anticipate how this might affect the financial position of the authority. A working group 
of officers is monitoring the position.

e. Legislation
New areas of legislation falling to local authorities to implement or enforce can impact 
on resources, and therefore potential cost implications are not known at this stage. The 
Government has stated, however, that it will continue to adhere to the new burdens 
doctrine under which Councils receive funding to cover the cost of new activities. 
However, it should be noted that funding under the new burdens doctrine is generally 
time limited and does not find its way into base funding. A good example of this is the 
funding provided to respond to the requirements of the Homelessness Reduction Act. 
This is for two years only and when it ceases the council will have to fund the increased 
cost from within its existing resources (see below).

f. Legal risk
It is usual for a number of judicial processes and challenges to be in progress at any 
given point in time. These will relate to various issues including planning, planning 
enforcement, contract disputes, property disputes, business rates, housing issues and 
other matters. It is not practicable to estimate the financial effect or timing of these issues 
but they may give rise to unanticipated expenditure. To the extent that it is possible 
provisions are made in respect of known issues.
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g. Universal Credit
Universal Credit, available to people in and out of work, replaces a range of means-
tested benefits and tax credits.  What our residents currently receive under one or more 
of the present many means-tested benefit schemes they will have to pay for themselves 
out of their integrated Universal Credit.  While this offers choice to the claimant, it could 
leave landlords, for example, to pursue tenants for their rent where, in the majority of 
cases under current housing benefit rules, the landlord is paid directly by the local 
authority.  Therefore public and private sector landlords (including the HRA for council 
landlords) are seeing signs of higher levels of rent arrears. 

Full roll out of Universal Credit for new claimants in Basildon was effective from 15 
November 2017 and the authority continues to see a steady increase in customers 
migrating over to Universal Credit with an estimated completion date of 2023/24.  We 
have seen higher levels of demand from residents requesting additional support from 
our discretionary funds and we will continue to monitor the future impact.

Localism continue to impact Basildon’s community with the spare room subsidy, benefit 
cap and Council Tax Support, all either in combination or separately affecting certain 
residents.  Spare Room Subsidy which requires council tenants and tenants renting 
from registered social housing landlords to pay for occupation in their homes if they are 
deemed as under-accommodating their property.  This is calculated at 14% for 1 bed 
under-occupancy and 25% for two or more of the overall rental liability. Spare Room 
Subsidy may promote inward migration from London and higher rental areas into 
Basildon and neighbouring Essex areas.   

New ways of collecting income for both rent and council tax have been introduced to 
mitigate the risk on the collection fund of non-payment and Basildon continues to 
support customers in managing their finances now and into the future.

h. Housing Benefit 
This is a high-risk budget.  As a result of the continued economic difficulties, total 
Housing Benefit expenditure is now running at an estimated £58.7 million per annum. 
There remains a high risk of fraud and error entering the system, as well as there being 
a greater level of bad debts.

i. Local Government Pension Scheme
The local scheme is administered by Essex County Council and Basildon is a scheduled 
body to the scheme. The scheme is valued every 3 years by an actuary. The results of 
the valuation and the assumptions that the actuary makes about the future of the fund 
(e.g. investment performance, longevity) determine the payments that the Council has 
to make for any deficit arising from past service and the ongoing contributions that have 
to be made by both the Council and its employees who are members of the scheme in 
the future. 

The last actuarial valuation took place on 31 March 2016 and this set the employer’s 
contribution rate for the Council at 16.0% for the period 1 April 2017 to 31 March 2019. 
In line with other local government schemes the pension fund deficit fell at this valuation 
indicating a better fund performance than in previous periods. As a consequence of this 
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the deficit payments required by the fund from the Council are lower than had been 
assumed. The next valuation is due on 31 March 2019 but it is too early to estimate with 
any certainty at this stage what the financial impact of this might be.

All employers (public and private sector) are now required to enrol all eligible jobholders 
into a qualifying pension scheme. The original staging date for the Council was October 
2014.  Legislation then requires that re-enrolment takes place every three years. A re-
enrolment exercise was undertaken in October 2017 and resulted in a marginal increase 
in costs. It is not considered that re-enrolment presents a significant financial risk in the 
future.

All the items outlined above have been provided for in the budget and forward forecast. 
However, there is a risk that the actual outcomes for the Council are different from those 
assumed and these could have an adverse impact. 

j. Housing Revenue Account (HRA) 
The HRA is a ring-fenced account within the General Fund and has a number of key 
risks and uncertainties. For more information regarding the associated mitigations and 
levels of HRA Reserves see the detailed report presented elsewhere on the agenda.

k. Interest Rates 
While interest rates have remained relatively stable for a considerable amount of time 
the continued uncertainties in the global economy and the impact of UK’s departure from 
the European Union means there is always the risk of fluctuations in interest rates and 
therefore a significant risk to the Council’s finances. November 2017 saw the first 
increase in the Bank of England Base Rate for over 10 years, followed by a further 
0.25% increase in August 2018. Although further increases are expected, forecasters 
are expecting this to be in small increments and over a number of years. The key 
immediate determinant of interest rates will the nature of the UK’s exit from the EU. In 
the event of a no deal exit the Bank of England has said that all policy options will be 
considered.

The key mechanisms to manage this risk in respect of borrowing are:

 Ongoing use of external Treasury Management advisors to provide information on 
interest rate forecasts.

 Maturity structure of borrowing designed to minimise exposure in any one year.
 Retention of core fixed rate borrowing within the portfolio.
 The establishment of a TM reserve in the General Fund and the HRA.

The forecasting of interest rates is a difficult task in itself and this difficulty has been 
increased by the significant and continuing turbulence in the global financial markets.

l. Inflation

Budgets have been prepared in accordance with the Budget Setting Guidelines for 
2019/20 as approved by the Corporate Resources Committee on 12 July 2018 (Min 
2018/379).
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The following assumptions have been made on inflation:

 Inflation of 2.0% has been applied to service employees budgets for 2019/20, and a 
further 0.5% has been made in a central provision. The current employer offer for 
2019/20 is for 2.0% but when considering the impact of the implementation of 
National Living Wage as well, this equals an increase of approximately 2.5% across 
Basildon’s salary profile. Notional inflation of 1.0% has been applied to service 
employees budgets from 2020/21 and a further 1.5% in the central provision (a total 
of 2.5% inflation).

 Inflation has been applied to expenditure that is subject to legal contractual 
obligations in accordance with the terms set out in the relevant contract.

 In order to assist with delivering the budget gap, an increase equal to the Consumer 
Prices Index (CPI) at the end of June 2018 was applied to all income budgets related 
to Council controlled fees and charges. This was equal to 2.4%. The subsequent 
exercise to determine appropriate levels of fees and charges resulted in some being 
increased by an amount greater than this.

m. Homelessness 
The homelessness service is a statutory function of the Council. It is demand-led and is 
affected by legislation and national drivers, significantly the economy and welfare reform 
changes and the rising housing costs in London and the South East. The impact locally 
has included a reduction in accommodation supply from Registered Providers, which is 
exacerbated further by available accommodation being utilised by other local authorities 
attempting to address their shortage of accommodation outside their boundary areas. 
Moreover, if individuals have been placed here and the other authority has discharged 
its homelessness duty in doing so if the individual then loses that tenancy through no 
fault of their own and they have been resident in the borough for over two years the 
obligations under homeless legislation become this council’s.
 
The introduction of the Homelessness Reduction Act, effective from 1 April 2018, has 
had a major impact on the service It introduces a number of new duties on local 
authorities to prevent and relieve homelessness primarily by intervening earlier to 
prevent a homelessness crisis for all households. The duties in the act aim to improve 
homelessness service provision by:

 providing all households with free information and advice on preventing and 
relieving homelessness

 introducing an enhanced prevention duty that extends the period a household is 
threatened with homelessness from 28 to 56 days, meaning there is a need, and 
requirement, to work with people to prevent homelessness at an earlier stage

 introducing a new duty for those already homeless which will mean supporting 
households for 56 days to relieve their homelessness by helping to secure 
accommodation.

The result of this was the need to re-design the service to ensure the new requirements 
can be fully met. 
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The Government has provided New Burdens allocations, in recognition of the increased 
requirements, for Basildon totalling £291,000 over three years, which started in 2017/18. 
The remaining allocation of £103,000 will be provided in 2019/20.
  
Although the Council is increasing available properties through the Housing Capital 
Programme and Sempra Homes developments across a range of tenures there will still 
be a shortfall of affordable housing particularly when the Craylands properties, currently 
being used for temporary accommodation, need to be decanted to enable demolition.
 
The consequence of not being able to discharge our homeless duty will be clients having 
to stay for longer periods in more costly private sector temporary accommodation or bed 
and breakfast provision. This could have a major impact on the Council’s ability to meet 
the costs within existing budgetary provision.

n. Basildon Borough  Local Plan 2014 – 2034 
The Council has a statutory duty as a Local Planning Authority to prepare and keep 
under review a Development Plan for its area; otherwise known as a Local Plan. On 19 
July 2018, it agreed an updated Local Development Scheme, which sets out its Local 
Plan document preparation timetable, which the Government now use to monitor project 
delivery. The Local Development Scheme is ambitious, but achievable assuming all 
risks are managed effectively and there is no slippage to the programme. The Revised 
Publication Local Plan was approved for public consultation and submission on 18 
October 2018 and it intends to submit it to the Government post consultation by March 
2019.

Key risks

Non-Conforming Local Plan Emerges

With the pressure to submit a Local Plan now heightened due to the Secretary of State’s 
letters, there is an increased likelihood that a non-conforming Local Plan could emerge 
in an effort to complete it on time, whilst handling several difficult decisions, including 
development in the Green Belt.  

Officers will continue to provide professional advice in respects of the preparation of the 
Local Plan, ensuring Members understand the implications of their decision-making on 
whether the Local Plan conforms to legal, procedural and soundness requirements. In 
the event that a non-conforming Local Plan looks likely to emerge, despite officers’ 
advice, senior officers will need to consider whether any further steps need to be taken 
to ensure the Council is fully aware of all possible legal, procedural, financial and 
reputation risks and the consequences that the Council could face.   

Intervention by Secretary of State 

On 16 November 2017, the Secretary of State wrote to the Council to advise that he 
had identified Basildon Borough Council as one of the 15 councils at risk of intervention 
as a result of not having a post 2004 Local Plan in place. The Council was given until 
the end of January 2018 to respond and try to prevent formal intervention by setting out 
the exceptional circumstances which have caused the delays. The Council’s 
Infrastructure, Growth and Development Committee approved the formal reply to the 



28

5. Chief Finance Officer’s Report
al Council

Secretary of State on 16 January 2018 and it was submitted on 26 January 2018. The 
Secretary of State wrote to the Council on 23 March 2018 noting the progress made 
and that whilst he would be asking officials to keep an eye on the Local Plan’s continued 
progress, he was satisfied with the milestones being reached. On 7 June 2018, the 
Council passed a motion to rescind the Publication Local Plan that was approved in 
March 2018 and undertake a focused review of some of its policies. The Secretary of 
State wrote to the Council expressing disappointment of further delay and advised the 
Council it would be sending its Chief Planner to discuss progress with members and 
officers. A possible outcome is that the Secretary of State may use new powers he has 
to formally intervene in the Council’s Local Plan production and recover all costs for 
doing so from the Council. Such costs are unknown but are expected to exceed the 
remaining project budget. The risk has reduced since commencement of the Regulation 
19 public consultation, however the Council must ensure it submits the Local Plan to the 
Government by end March 2019 to avoid an intervention. 

o. Planning Development Control and Enforcement 
It is necessary to ensure that adequate contingency continues to be made in the budgets 
to meet both estimated and unanticipated expenditure in respect of planning 
enforcement activities across the Borough. There is a possibility that costs, including 
legal expenses to defend the Council's position, could exceed the designated resources.

p. Major development programme 
A summary of and an update of some of the key regeneration developments is set out 
below. Each has specific funding requirements and inevitably there is a degree of risk 
associated with such schemes particularly in the prevailing economic climate. While 
appropriate due diligence and business cases are developed for each project including 
contingency sums the risk of costs exceeding estimates remains. These projects are 
monitored through the Council’s corporate performance monitoring systems as part of 
the project governance arrangements put in place to monitor the risks through the 
delivery phase.
Basildon Town Centre – The Council continues to pursue development opportunities 
within the town centre as part of the delivery of the town centre masterplan.  In 
December 2017, Council approved the funding strategy enabling the Council to deliver 
the East Square scheme as the developer, with the scheme generating an annual 
income for the Council. The redevelopment of East Square remains a priority and 
planning approval for a 10 screen cinema with up to 6 food and beverage units was 
secured in July 2018. An Agreement for Lease was entered into with Empire Cinemas 
for the cinema in June 2018.  Initial marketing with food and beverage operators has 
been positively received and there remains a high level of interest in the development. 
It is anticipated Heads of Terms will be agreed with anchor tenant in early 2019. The 
procurement of an enabling works contractor was completed in December 2018 and the 
contract awarded to Squibb Group.  Tenders were received for the build contractor on 
10 December 2018 and the contract award is expected by March 2019. 

Although delayed, the council still intends to develop proposals for the refurbishment of 
Brooke House and future reports will be presented when all options appraisals have 
been completed.
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Developer contributions and other third party funding will continue to be sought, as a 
revenue contribution towards Council costs supporting regeneration activity or towards 
project capital costs. 

Nethermayne/College/Market –The new market opened in October 2018. This was 
delayed from the original schedule, largely due to groundworks issues. The public realm 
works in St Martins Square and around the bell tower commenced in May 2018 and will 
be finished in January 2019. The works include extensive repaving and more open 
planting and seating in the church gardens as well as improvements around the bell 
tower. The Council has supported the delivery of the market relocation and associated 
public realm works, through use of the Regeneration Account and by seeking third party 
funding. The Market Relocation Project was supported by a £1.75m grant from Essex 
County Council, in addition to the project costs funded from the sale of the South Essex 
College (SEC) campus at Nethermayne.  Enabling works have commenced and the 
main construction work are scheduled to commence in May 2019 with completion in the 
Summer 2020.

South Essex College secured planning approval for a redesigned campus on the site of 
the old market in September 2018. Following vacant possession of the site once the 
market moved, the old market cabins were demolished with the demolition of the old 
service building to follow. 

Wickford Town Centre – In September 2016, Cabinet approved the Regeneration 
Strategy for Phase 2 of Wickford town centre regeneration. This strategy included the 
disposal of two sites for leisure uses and disposal terms were approved by Policy and 
Resources Committee in January 2018.  Subsequently, conditional sale agreements 
have been entered into with two operators. The first is with Marstons for land at Salcott 
Crescent (referred to as Gibraltar Walk), for the delivery of a family friendly 
restaurant/public house with the potential for a small hotel. The second is with 
Wetherspoons for land at the southern end of the old market site for a public house.  A 
number of feasibility studies were undertaken to support the delivery of the strategy, the 
outcomes of which were presented to the Regeneration & Environment Committee in 
September 2017. Work on the proposals has been ongoing and an updated options 
report will be presented to committee in early 2019 following further member 
engagement. To support the delivery of the preferred regeneration options, the 
Regeneration and Environment Committee approved the use of £250,000 vired 
from budgets within its remit at its meeting on 4 October 2017. Three additional kiosks 
were installed in Market Lane using this funding. It is anticipated that any further funding 
requirements will be included in the future updated options report.

Laindon Town Centre – Swan Housing Association acquired Laindon Town Centre in 
spring 2015 and secured planning approval for their redevelopment scheme in February 
2017. Enabling works commenced in March 2018 with main works starting on site in 
August 2018.  Swan, supported by council officers, have continued to engage with NHS 
Property Services, NHS England, the Clinical Commissioning Group and GPs regarding 
the reprovision of the health centre as part of the new development. Vacant possession 
of the retail units will be achieved in February 2019 with a temporary retail strategy 
ensuring continued delivery of key services during construction. Approval has previously 
been given for the disposal of parcels of Council land in the development area to Swan 
by Cabinet at its meeting on 1 December 2016, and this was completed in October 2018.
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At its meeting on 4 October 2017, Regeneration and Environment Committee approved 
the use of the remaining Members Investment Budget for Laindon of £342,000 is used 
for public realm improvements to the wider Laindon town centre area to support the 
Swan redevelopment project. 

Pitsea Town Centre – In September 2017 the Regeneration & Environment Committee 
approved for the Council to progress with a comprehensive mixed use development for 
residential, community and retail, maximising regeneration benefits with third party 
landowners. This will include sites currently owned by the council, namely The Place 
and the site of the old Pitsea area housing office.  A report was presented to the 
Regeneration Committee in December 2018, which approved the principle of the 
proposed scheme design. This will enable the landowners to work up detailed designs 
in order to submit a planning application. 

q. Value Added Tax 
VAT is a complex issue for Local Authorities and active management of VAT issues is 
essential both to avoid significant unexpected costs and also to ensure that the Council 
is able to take advantage of opportunities to recover VAT previously paid when possible. 
The major VAT risk is that the Council exceeds its partial exemption threshold. If this is 
exceeded it would mean that a substantial payment, estimated to be in excess of 
£500,000 for 2019/20, would need to be paid to HMRC. In general it is large capital 
projects that would cause this to happen and VAT issues are, therefore, considered at 
an early stage in the development of all such projects.

r. Emergency Planning and Business Continuity 
The Council has a statutory duty as defined in the Civil Contingencies Act 2004 to 
prepare for and respond to emergency incidents. The Emergency Planning and 
Business Continuity team are committed to multi-agency working within Essex with 
frontline emergency services and other local authorities to ensure that the Council is 
prepared to respond to and assist the community in time of need. The Council has an 
important role to play in the event of an emergency occurring within the Borough in terms 
of the initial response and moving into the longer term recovery. 

The main financial risks would initially be from the response to a significant, and/or a 
protracted incident and the subsequent return to normality. These risks may all require 
additional resources greater than the budget provision and by the unpredictable nature 
of emergency incidents it would be difficult to make an assessment of the potential 
financial impacts. 

s. Contracts 
Over the forecast period there are significant numbers of contracts due for renewal.  It 
is difficult to forecast market conditions and other factors that may have changed since 
the previous tender exercises.   In addition, new contracts without previous financial 
history at the council will also be let.  As a result there is the risk of further budget 
pressures arising that are not quantifiable at this time.
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t. Building New Homes 
The HRA budget for 2019/20 proposes that the Council continues the HRA programme 
for the acquisition and building of new homes. The Council also continues to support its 
subsidiary company, Sempra Homes Ltd, to perform the same function using General 
Fund resources. Although indicative business plans formed part of the supporting 
documents for these proposals, schemes will only be included in the budgets as and 
when plans are finalised and approved.

7. General Budget matters

1. Capital Strategy
The Council is required by Regulation to have regard to the Prudential Code when 
carrying out its duties under Part 1 of the Local Government Act 2003. CIPFA published 
a revised Prudential Code (2017 Edition) and Treasury Management Code of Practice 
(2017 Edition) in January 2018. One of the main aspects of this revised Code is to bring 
together elements of Capital Expenditure with the Treasury Management Strategy into 
a single Capital and Investment Strategy. This strategy is set out in Section 14.

In addition to these revised regulations, The Department for Communities and Local 
Government (CLG) has issued a revised Prudential Framework, the regulations under 
which the Council is able to borrow and invest surplus cash flows, and revised Statutory 
Guidance on the Minimum Revenue Provision (MRP). 

Both the Capital Programme and other Capital Expenditure as outlined in the strategy 
are supported, at least in part, by borrowing. Information in relation to the affordability 
and sustainability of any new borrowing is contained within the strategy and supported 
by relevant indicators. 

2. Capital Expenditure 

As far as the General Fund capital programme is concerned, there remains a significant 
reduction in funding streams to meet capital expenditure. The funding for disabled 
facilities grants is restricted to the level of government grant (£800,000) in 2018/19 and 
onwards. There is a capital contingency provision of £50,000 but the Council will still 
need to be mindful of its statutory responsibilities. If demand for statutory works exceeds 
the level of funding, subject to contingency being used up, then further borrowing will 
need to be undertaken. There are a number of regeneration projects underway and 
others in the pipeline that will be added to the programme as and when they are 
approved and funding is confirmed.

3. Capital Receipts 

The HRA capital programme is now dependent to a large extent on the generation of 
capital receipts from right to buy disposals. Any additional receipts above the levels 
assumed in the budget can be used, at the Section 151 Officer’s discretion, to either 
reduce the other resources needed to fully fund the current programme, to reduce the 
overall level of borrowing, or to fund new schemes.  
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As part of the relaunch of the right to buy (RTB) scheme the Government introduced a 
commitment to replace each dwelling sold. Councils are able to retain a certain 
proportion of the RTB proceeds and use them to provide new homes. The retained sums 
can only fund 30% of the cost of the new dwellings. The Council has retained significant 
sums under these arrangements. Should these sums not be used for the purpose for 
which they were retained they have to be returned to the Treasury (with interest). There 
is currently a risk that the Council will be required to return some of these funds if the 
existing house building and acquisition programme cannot deliver sufficient levels of 
expenditure to enable their use within the required timescales.

4. Treatment of demand-led pressures

As mentioned above certain budgets are particularly susceptible to demand-led 
pressures.  These include Benefits and Homelessness. The level of budgeted income 
for Council services, particularly planning, land charges, and building control is also 
subject to changes in customer preference and demand.  While every effort is made as 
part of the budget setting process to identify current trends, review historic patterns and 
assess the likelihood of change, such budgets will always have inherent risk. This risk 
is particularly heightened in the current economic climate.

The Council has a range of mechanisms in place to respond to changes in 
expenditure/income patterns including the option to review service levels, virements 
from other budget heads and the use of contingency and/or reserves.

There is limited contingency built into the capital programme.

5. Risks Inherent in Partnership Arrangements (including Shared Services)

The Council continues to work in partnership arrangements on projects throughout the 
Borough with financial support from a number of external agencies although the volume 
of this is reducing.  Furthermore, the Council recognises the importance of partnership 
working and will strive to develop such arrangements where they will benefit the 
community.  Any such partnerships work within the Council’s framework of controls 
regarding procurement and within its Financial Regulations.  Regular support is provided 
on day-to-day financial management including the completion of grant claims and both 
internal and external audit review is provided as appropriate.

In addition the council has entered into shared service arrangements with and 
undertakes other work for other local authorities. All these arrangements are delivered 
under appropriate contractual arrangements nevertheless there remains the risk that 
such activity may lead to financial loss or returns less than those assumed.

6. Financial Standing of the Authority (e.g. level of borrowing, debt 
outstanding)

In this regard, sound monitoring, regulatory and reporting arrangements are in place as 
set out in the Council’s Treasury Management Policy Statement and performance is 
measured according to an approved annual Capital, Investment and Treasury Strategy 
and Debt Repayment Policy.  The strategies together with the Prudential Indicators are 
included in this report.
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7. The Authority’s Track Record in Budget Management, including its Ability 
to Manage in-Year Budget Pressures and the Robustness of the Medium 
Term Financial Strategy

Forecast arrangements and financial monitoring reports are subject to review by 
relevant committees as part of the budget setting process.  The Council has established 
earmarked reserves for non-recurring expenditure to assist in producing a smooth profile 
of expenditure over the forecast period. The Council also has a track record of delivering 
savings and efficiencies as required. However, reserves can only be used once and the 
ability to continue to deliver savings and efficiencies cannot be taken as a given 
particularly in the light of the current funding circumstances. In particular a significant 
shift in expenditure or income outside the parameters considered in the budget or a 
combination of several issues at once could constitute a serious shock to the Council’s 
level of resources and threaten its potential ongoing financial viability. 

The external auditor’s Annual Audit Letter 2017/18 presented to the Audit and Risk 
Committee on 14 November 2018 found the Council’s arrangements for securing 
financial resilience and the arrangements to secure economy, efficiency and 
effectiveness in its ‘Value for Money conclusion’ for the year ending 31 March 2018 were 
sound.

8. Virements and Year-End Procedures in Relation to Under and Overspends

The Council’s Financial Regulations allow for virements and supplementary estimates 
to be approved within a range of delegated authority.  In addition, regular reviewing of 
budgets during the year has resulted in both the delivery of efficiencies and identification 
of additional budget pressures. 
A mechanism is also in place for items budgeted and committed but not spent by the 
end of the financial year to be carried forward to the following year.  This approach taking 
into consideration overall budget levels and the timing of expenditure across the 
financial year-end is an important aspect of the outturn process.

9. The Adequacy of Insurance Arrangements
As set out in the report the Council externally insures the majority of its insurable risk 
and maintains an insurance pool, which provides for some classes of cover to be self-
insured.  The level of the insurance pool reserves and provisions is assessed every 
three years for adequacy by an independent actuary. The next review is due in 2021.

8. Robustness of the Budget Calculations

The budgets and forward financial forecast represent the current assessment of the 
costs of providing services in line with the Council’s existing policies and strategic 
priorities. The estimates are based on assumptions about levels of pay (including an 
allowance for pay awards, increments and vacancies), inflation and other external 
factors such as legislative changes, and changes in demand for services.  Any 
significant changes in external factors, compared to the assumptions made at this time, 
could result in a variance in the actual levels of expenditure and income against the 
budget provision and the Council’s financial targets not being met.  Similarly, there will 
be a risk to the delivery of services at both operational and strategic levels.  Such risks 
also need to be considered in the context of changing priorities and limited resources. 
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9.Adequacy of Reserves

As outlined above, the Council’s finances are subject to a range of external influences 
and significant risk particularly in the current economic climate and the associated 
austerity measures impacting on local government funding.  The future impact on the 
economy of the decision to exit the EU creates further uncertainty regarding the national 
economic picture with potential impacts on for example prices and interest rates. 
Continued reductions to government grants, reductions and potential further changes to 
the NHB scheme, the Fair Funding Review, business rates reset and the risk of appeals 
in the business rates system together with the uncertainty regarding the impact of 75% 
business rates retention exacerbates uncertainty and risk.  The arrangements in place 
to mitigate such risk are set out above.  In addition, the Council remains ambitious and 
is continuing to deliver on a number of significant capital and revenue investment and 
regeneration projects including Sempra Homes and the delivery of a commercial asset 
acquisition strategy. The elements set out above are part of a coherent strategy to 
address the future budget gaps. These significant projects, combined with exceptional 
financial uncertainty, mean that the financial scale of risk and complexity that the Council 
will be managing is substantial. Financial resilience and adequate reserves are therefore 
paramount.  This, together with the overall scale of the Council’s financial transactions 
and complexities of its core operations, means that such risk cannot be eliminated but 
must be managed effectively.

In addition contingency provisions have been set aside for unforeseen ongoing budget 
pressures. Particular attention is also drawn to Section 8 of this report that identifies the 
reserves currently retained by the Council over the forecast period together with the 
rationale for each reserve.

Nationally, reserves held by local authorities fell during the 2017/18 financial year.18 The 
increases in reserves seen in the years to 2014/15 reflected the increased level of risk 
being carried by local authorities, the uncertain financial climate, and the need to provide 
a suitable safety net if insufficient savings are identified to meet budget gaps. The fact 
that they also fell in both 2015/16 and 2016/17 suggests that some authorities are now 
using reserves to either support efficiency initiatives or to support recurrent expenditure. 
The external auditor has commented specifically on the need to maintain adequate 
reserves.

Given the overall levels of risk the Section 151 Officer considers that the General Fund 
reserve should not be budgeted below £3 million when setting the budget for 2019/20.

Reserves currently budgeted at March 2020 total £31.0 million. These have been re-
aligned to reflect the anticipated outturn position for 2018/19 and the Council’s current 
priorities and changing risk profile. It is important to note that while the Council does 
have discretion to further allocate its reserves, the current position means that the 
majority of this sum (some £28.0 million) is allocated for specific purposes and therefore 
not generally usable.

18 https://www.local.gov.uk/sites/default/files/documents/LGA%20briefing%20-%20local%20authority%20reserves%20-
%20March%202018.pdf 

https://www.local.gov.uk/sites/default/files/documents/LGA%20briefing%20-%20local%20authority%20reserves%20-%20March%202018.pdf
https://www.local.gov.uk/sites/default/files/documents/LGA%20briefing%20-%20local%20authority%20reserves%20-%20March%202018.pdf
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It is anticipated that these earmarked reserves will be used over the forecast period to 
support the Council’s organisational transition and the delivery of budget reductions, 
and reports on issues such as IT and digital strategy will be brought forward in the 
coming months.

10.CIPFA Financial Resilience Index

Following a consultation earlier in 2018 CIPFA made available to all councils a beta 
version of a Financial Resilience Index. CIPFA considers that such an index ‘provides a 
useful tool for recognising potential signs of risk to councils’ financial stability. The index 
measures resilience in relative terms by placing authorities on an axis of risk as 
expressed by various financial metrics relative to all other (or groups) of authorities. It is 
a backward looking assessment of a local authority’s financial history over the last three 
financial years that can give some indication of the direction of travel of its financial 
position. It does not take account of future plans, as expressed in medium term financial 
planning and it does not suggest an absolute measure of financial resilience i.e. it does 
not define an absolute low or high risk position. CIPFA anticipates that ‘in time, the 
Financial Resilience Index will link with CIPFA’s new Financial Management Code19, 
and support the S151 Officers in their annual report to the council setting out the 
proposed budget for the year and medium term financial strategy’. Once the index is 
fully developed it is anticipated that its results will be used in this context.

11.Conclusion

Members are reminded of the need to consider all of the factors discussed in this section 
and their potential impact on the ongoing sustainability of the Council’s medium term 
financial position when considering the budget and level of council tax to be set for 
2018/19.

Taking all of the above factors into account it is considered that the budget calculation 
is robust and that the level of reserves are adequate at this time. 

19 To be published in late 2019
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1. Projected revenue outturn position 2018/19

This is set out in Section 3.

2. Budget 2019/20

Draft budgets for 2019/20 and financial forecasts to 2022/23, along with the proposed fees and 
charges, were presented to the each of the service committees in November 2018 to January 
2019.  In addition, a budget briefing was held for all members on 10 December 2019.  

Fees and charges applicable for the 2018/19 financial year were approved by the relevant 
service committees or under delegated authority as appropriate.

As in previous years, in addition to the total service budgets a general contingency provision 
has been provided. In addition there is a provision of £0.5 million per annum to meet the impact 
of legislative changes both past changes e.g. universal credit and potential future ones. It 
should be noted that in 2018/19 £200,000 of this sum was earmarked to meet costs connected 
with ensuring that the Council is compliant with the General Data Protection Regulation 
(GDPR)20.

Other significant changes affecting the overall budget position for 2019/20 and the forecast to 
2022/23 include the continued reduction in Government grant (as outlined in Section 2) and 
changes in the net movement in reserves.  Information on changes in assumptions regarding 
the use and level of reserves showing the projected balances in hand at 31 March 2019 is 
shown in Section 8. The 2019/20 budget is balanced with no requirement to make further 
efficiency savings during the year. However the gap in 2020/21 is £2.0 million, rising to £3.0 
million in 2022/23 so work must continue to identify how these gaps might be filled.

Senior officers are currently developing a corporate programme of work. One of the key themes 
in this programme will be achieving financial sustainability. Work will take place between now 
and July 2019 when a report updating the medium term financial strategy will be presented to 
members for consideration.

3. Council Tax level 2019/20

When considering the level of council tax for 2019/20 due weight has been given to the ongoing 
impact of the decision on the ongoing sustainability of the council’s medium term financial 
position. Furthermore, the government assumes increases in council tax at the maximum 
permitted in their core spending power assumptions. The proposal is to increase council tax by 
2.99% (below the referendum threshold) from £270.81 per Band D property to £278.91. This 
equates to an increase of approximately 16 pence a week. However, the increase in cost to 
the majority of households will be less than this as 63% of our homes are Band C or lower and 
54% of households receive some reduction or assistance with their council tax payments.

20 https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/
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4. Revenue Spending Plans

A summary of the revenue expenditure on General Fund services and forward forecast to 
2022/23 is shown in the tables below. 
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2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
£'000 £'000 £'000 £'000 £'000 £'000

Community
Community Facilities 685 824 741 745 748 754
Community Centres & Halls 396 312 288 290 292 295
Community & Youth Engagement 643 647 641 644 646 649

1,724 1,783 1,670 1,679 1,686 1,698
Development & Regulation

Development Management 969 750 679 688 699 712
Building Control 192 229 222 218 214 214
Land Charges (128) (66) (85) (84) (82) (81)
Parking (150) (255) (213) (217) (215) (226)
Taxi & Private Hire Licensing 8 10 29 27 15 13
Trading Operations (2,889) (2,821) (2,729) (2,711) (2,703) (2,699)
Council Tax & NNDR Cost of Collection 625 1,084 983 961 981 1,004
Housing Benefit & Council Tax Support 105 (212) (159) (147) (133) (115)
Electoral Expenses 235 346 415 416 307 421

(1,033) (935) (858) (849) (917) (757)
Environment

Refuse Collection & Recycling 4,236 4,222 4,546 4,633 4,698 4,849
Street Cleansing 1,603 1,641 1,669 1,692 1,712 1,750
Environmental Health 1,231 1,288 1,301 1,312 1,326 1,339
Churchyard Burial Grounds & Cemeteries 73 100 65 66 66 90
Other Environment 861 905 877 793 814 839
Central Stores - - - - - -
Transport & Plant 141 189 195 198 202 205

8,145 8,345 8,653 8,694 8,818 9,072
Housing

Housing Options 1,743 1,924 2,010 1,921 1,936 1,957
Private Sector Housing (32) - - - - -
Community Safety 240 208 342 333 185 187

1,951 2,132 2,352 2,254 2,121 2,144
Leisure

Parks, Open Spaces & Recreation Grounds 3,256 3,100 3,148 3,216 3,297 3,385
Country Parks 842 790 806 814 824 835
Sporting Village 1,541 1,799 1,757 1,784 1,807 1,793
Leisure Facilities & Services 772 995 1,041 1,057 1,073 1,090
Towngate Theatre 866 728 752 757 762 768
Catering 41 7 27 29 30 32

7,318 7,419 7,531 7,657 7,793 7,903
Regeneration & Partnerships

Planning Policy 799 1,263 1,383 779 785 792
Development & Investment 388 392 463 416 422 429
Economic Development 461 538 642 495 499 502
Basildon Town Centre 236 206 214 217 221 220
Regeneration Delivery 815 797 819 826 835 843

2,699 3,196 3,521 2,733 2,762 2,786
Corporate & Central

Democratic Representation 1,028 954 1,009 1,019 1,030 1,042
General Administration & Corporate Core 3,120 2,291 2,052 591 561 606
Emergency Planning & Business Continuity 136 141 138 139 140 142
Central Expenses 273 1,332 1,369 1,352 1,349 1,346
Corporate Staffing 5,036 893 969 7,904 333 336
Insurance Pool (1,583) - - - - -
Capital Financing (1,848) (2,784) 659 1,988 2,981 2,479
Other Corporate Expenses 846 819 509 509 509 509
Investing Activities 232 (22) (4,257) (5,847) (8,067) (5,840)

7,240 3,624 2,448 7,655 (1,164) 620
Management & Administration

Management & Administration Support 15,069 13,558 14,171 14,192 14,263 14,351
Customer Service Centre 2,781 2,541 2,576 2,507 2,527 2,549
Office Accommodation 2,269 1,816 1,762 1,770 1,789 1,807

(20,119) (17,915) (18,509) (18,469) (18,579) (18,707)
- - - - - -

Contingency - 200 675 900 1,100 1,300

TOTAL GENERAL FUND EXPENDITURE 28,044 25,764 25,992 30,723 22,199 24,766

Actual Original 
Budget Estimates
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5. Overall Revenue Forecast Position to 2022/23

The summary revenue budget and forecast to 2022/23 is shown below.

Original 
Budget
2018/19 2019/20 2020/21 2021/22 2022/23
£'000 £'000 £'000 £'000 £'000

Total General Fund net expenditure 25,764 25,992 32,739 24,750 27,757
Efficiencies target - - (2,016) (2,551) (2,991)

Sub-total 25,764 25,992 30,723 22,199 24,766

Contributions to/from (cr) Reserves
General Reserves (700) (1,000) - - -
Earmarked Reserves 4,906 2,392 (6,575) 2,171 170

Borough Council Budget Requirement 29,970 27,384 24,148 24,370 24,936

Government Grant (includes 'rolled in' grants) (955) (275) 536 550 565
Business Rates income (inc tariff and growth) (7,181) (8,135) (6,583) (6,697) (6,811)
New Homes Bonus (1,767) (1,599) (643) (273) (269)

Net deficit/surplus (cr) on Collection Fund:
Council Tax 11 (166) - - -
Business Rates (3,793) (217) - - -

COUNCIL TAX REQUIREMENT 16,285 16,992 17,458 17,950 18,421

COUNCIL TAX BASE (No. of Band D dwellings) 60,135.0 60,923.6 61,386.6 61,880.6 62,269.3 

AVERAGE COUNCIL TAX AT BAND D
Basildon Borough only £270.81 £278.91 £284.40 £290.07 £295.83
Budgeted/Forecast Council Tax increase/decrease 2.98% 2.99% 1.97% 1.99% 1.99%

BASILDON BOROUGH COUNCIL RESERVES £'000 £'000 £'000 £'000 £'000

At 1st April (General and Earmarked) 19,117 29,631 31,023 24,448 26,619
Transfers to/from (cr) Reserves (net) 4,206 1,392 (6,575) 2,171 170

RESERVES AT 31 MARCH 23,323 31,023 24,448 26,619 26,789

Estimates

The table ignores Town and Parish Council Tax requirements (See Section 12).

The calculation of the council tax requirement is set out below.
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COUNCILTAX REQUIREMENT 2019/20

£ £
Gross Expenditure on Council Services (incl. Housing Revenue Account) 157,939,000
Allowance for Contingencies 675,000
Non-domestic Rating Expenditure (tariff) 25,258,323
Non-domestic Rating Expenditure (levy) 1,553,376
Local Precepts (set by Town, Parish and Village Councils) 450,287 185,875,986
deficit at 31 March 2020

Gross Income on Council Services (incl. Housing Revenue Account) (129,791,000)
Non-domestic Rating Income (local share) (34,946,772)
Revenue Support Grant -
Section 31 Compensation (172,000)
Other Specific Grants (103,000)
New Homes Bonus (1,599,000)
Use of Reserves (1,438,402)
Transfer from Collection Fund in respect of estimated Council Tax/Rates (383,323) (168,433,497)
surplus at 31 March 2020

COUNCIL TAX REQUIREMENT 17,442,489

£'000 £'000 £'000
Community 2,272 (602) 1,670
Development & Regulation 65,228 (66,086) (858)
Environment 12,948 (4,295) 8,653
Housing 3,184 (832) 2,352
Leisure 9,955 (2,424) 7,531
Regeneration & Partnerships 4,032 (511) 3,521
Corporate & Central 10,574 (8,126) 2,448
Total General Fund Services 108,193 (82,876) 25,317
Total Housing Revenue Account 49,746 (46,915) 2,831
Total Expenditure and Income on Council Services 157,939 (129,791) 28,148

The following calculation is required to be made by Section 31A of the Local Government Finance Act 1992, as amended.

ANALYSIS OF GROSS EXPENDITURE AND INCOME BY MAIN SERVICE

SERVICE GROSS GROSS NET
EXPENDITURE INCOME EXPENDITURE
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The details of the HRA budget including the forecast HRA reserves are set out in a separate 
report. For completeness the position on HRA reserves is included in Section 8. 
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1. Background

Section 5 of the Council’s Financial Regulations sets out the arrangements for managing and 
establishing reserves. Section 32 of the Local Government Finance Act 1992 requires local 
authorities to have regard to the level of reserves needed for meeting estimated future 
expenditure when calculating their Council Tax Requirement. 

The Section 151 Officer is responsible for providing advice so that decisions taken on reserves 
represent proper stewardship of public funds.  Reserves should be set at a level at least 
sufficient to meet any unexpected increase in expenditure or shortfall in income in the ensuing 
year that cannot be met from within the approved budget.  Any decision that fails to take into 
account his advice may require a report to be made to the Council under Section 114 of the 
Local Government Finance Act 1988.

The Local Government Act 2003 includes a duty on the Section 151 Officer to report, at the 
time the council tax is set, on the robustness of the budget calculations as well as the adequacy 
of the Council’s reserves and other matters (see Section 14 Chief Finance Officer’s Report).

The level of reserves is also a factor the external auditor will consider in appraising the 
Council’s financial resilience.  In providing advice to the Council on the level of reserves, the 
Section 151 Officer has also had regard to professional guidance provided by CIPFA.

When reviewing medium-term financial plans and preparing annual budgets, Members should 
consider the establishment and maintenance of reserves.  

Reserves

Reserve balances are determined each year with regard to the current risks prevalent and 
foreseen at that time. Section 5 sets out the Section 151 Officer’s view of the risks and 
uncertainties that the Council is currently facing. The reserve balances at 1 April 2019 allow 
for the effect of the 2017/18 outturn position and the forecast outturn for 2018/19.

1) General Fund Reserves
General Fund reserves include a general reserve (General Fund Activities) 
together with a number of separately identified earmarked reserves allocated for 
specific purposes.

a) General Fund Activities Reserve
When determining the budget position for 2019/20 Members have to make a 
balanced judgement as to the level of unallocated reserves to set for general 
purposes at March 2020 as considering the medium term position.  They should 
take into account the Council's overall financial strategy for the year and the 
implications for the forward financial position.  This is important given the 
uncertainties surrounding future years’ expenditure and income levels, inflation, 
interest rates, legislative changes, partnership schemes, other external factors, 
level of Government grant, and areas of identified risk. In addition, the Council’s 
major development and regeneration programmes (including the Basildon Town 
Centre project) and the budget gap from 2020/21 need consideration. 
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Consideration of the impact of such risks must also recognise the sensitivity of 
the Council’s net budget position where a movement of around only £160,000 is 
equivalent to a 1% increase in council tax.

b) Pension and Contingency Reserve
This reserve is an earmarked reserve within the General Fund set up to help 
meet any exceptional unbudgeted costs, smooth substantial multiyear costs 
across budget years or additional investment in services.  The facility is called 
upon:

a) where the Council consider that normal reserves, including the annual 
budgeted contingency provision, could not reasonably meet the need or

b) where the financial implications, including future ongoing interest charges, are 
justified by the merits of a particular case such as specific investment in 
services or capital investment in the Council’s infrastructure. 

The reserve would also be used where balances on other specific reserves 
proved to be insufficient to meet the cost of the event for which the reserve was 
established e.g. Council falls into safety net arrangements for business rates.

The reserve will be used, as appropriate, to smooth the charge to general fund 
revenue made in respect of pension deficit contributions to the Essex Fund (as 
described in the 2017/18 budget report). 

c) Insurance Pool Reserve
The Council has adopted the principle of self-insuring certain risks to services.  
In this regard it maintains two fund balances, a provision to meet the estimated 
cost of known self-insured liabilities (i.e. claims received but not yet settled) and 
an earmarked reserve that is maintained at a level sufficient to:

 meet any future claims for risks that are self-insured
 cover any exposure to new risks arising prior to external insurance cover 

being put in place, e.g. new claims
 meet the potential clawback should there be further claims under the 

Scheme of Arrangement by the scheme administrator in respect of 
Municipal Mutual Insurance (the previous national insurer for local 
government which ceased trading in 1992 but still has unsettled claims 
exceeding the net value of its assets)

 enhance the Council’s flexibility of approach when responding to changes 
in the external insurance market

 provide a general contingency against unforeseen circumstances relating 
to claims against the Council for any form of negligence or liability. 
However, the sums available as a contingency have been forecast to fall 
over the period to 2019/20. This will, however, be reviewed each year and 
the contingency will be reinstated to its original level if necessary.

The level of these reserves and provisions is assessed every three years for 
adequacy by an independent actuary.  The most recent actuarial review was 
undertaken in 2018 and the next is due in 2021. 
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d) Employment Rationalisation Reserve
The Employment Rationalisation Reserve is established to fund any potential 
costs associated with redesigning the organisation including the impact of 
reducing staff numbers.

e) Asset Management Reserve
The Asset Management Reserve is available to either meet one off expenditure 
for the refurbishment of assets, or to offset the costs of borrowing should such 
expenditure be financed in that way. The MTFS provides for the resources 
available to meet asset management costs to increase over the next few years.

f) IT Initiatives Reserve
The IT reserve to meet investment in information technology. These resources 
will be used to support the digital transformation and development of the 
organisation. The MTFS provides for this reserve to be replenished to ensure that 
sufficient sums are available for future development of the IT infrastructure.

g) Treasury Management Reserve
The Treasury Management Reserve has been established to manage the risk of 
volatility in interest rates. 

h) Business Rate Equalisation Reserve
As mentioned in Section 10 there are still significant uncertainties regarding the 
financial impact of the localisation of business rates arrangements. The Business 
Rate Equalisation Reserve was created to absorb or equalise any such adverse 
impacts. It also accounts for timing differences between the statutory basis for 
accounting for business rates and the accounting basis.

Accumulated growth above baseline sums has been credited to this reserve and 
further income above the baseline is anticipated though a cautious approach of 
only recognising a limited amount of this growth has been taken as a result of the 
unknown outcome of the Fair Funding Review and business rates reset in 
2020/21. 

Sempra Equalisation Reserve

A reserve used to equalise the use of surpluses generated by Sempra activity.

i) Commercial Equalisation Reserve

A reserve set aside to manage fluctuations in income generated by commercial 
activity including returns from the commercial asset portfolio. As this activity 
grows so too does the risk of returns being less than forecast. This reserve will 
be credited with any favourable outturn in 2018/19 arising as a result of treasury 
management or commercial asset activity.
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j) Development Equalisation Reserve

A reserve intended to manage the risk of abortive and other exceptional costs 
connected to regeneration activity.

The General Fund and Housing Revenue Account (HRA) Revenue Reserves forecast is set 
out in the table on the next page:
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2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23

Close Close Transfer Balance Transfer Balance Transfer Balance Transfer Balance Transfer Balance

General Fund Reserves £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000

General Fund Activities 9,406 10,168 -6,168 4,000 -1,000 3,000 0 3,000 0 3,000 0 3,000

Pension & Contingency 7,581 3,545 1,025 4,570 870 5,440 -4,060 1,380 2,069 3,449 2,069 5,518

Insurance Pool 4,670 4,255 0 4,255 -180 4,075 0 4,075 0 4,075 0 4,075

Earmarked:

Invest to Save 1,735 1,695 -895 800 -200 600 -200 400 -200 200 -200 0

Employment Rationalisation 1,808 1,242 -742 500 250 750 250 1,000 0 1,000 0 1,000

Commercial Development 313 0 0 0 0 0 0 0 0 0

IT Initiatives 1,419 3,580 -1,343 2,237 -351 1,886 447 2,333 161 2,494 507 3,001

Treasury Management 850 500 0 500 0 500 0 500 0 500 0 500

Asset Management 1,802 2,657 -1,633 1,024 0 1,024 0 1,024 0 1,024 0 1,024

Sempra Equalisation 214 714 -500 214 1,007 1,221 701 1,922 2,046 3,968 -401 3,567

Commercial Equalisation 0 300 0 300 0 300 0 300 0 300 0 300

Development Equalisation 0 0 753 753 0 753 0 753 0 753 0 753

Business Rates Equalisation 3,324 4,213 6,265 10,478 996 11,474 -3,713 7,761 -1,905 5,856 -1,805 4,051

Total 33,122 32,869 -3,238 29,631 1,392 31,023 -6,575 24,448 2,171 26,619 170 26,789

Housing Revenue Account Reserves

General Activities 4,760 8,533 -4,533 4,000 0 4,000 0 4,000 0 4,000 0 4,000

Earmarked:

Asset Management 22,851 20,183 1,518 21,701 -2,831 18,870 -2,894 15,976 -2,016 13,960 -2,000 11,960

Treasury Management 600 600 0 600 0 600 0 600 0 600 0 600

Total 28,211 29,316 1,518 26,301 -2,831 23,470 -2,894 20,576 -2,016 18,560 -2,000 16,560
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2) HRA Reserves

The HRA is ring-fenced within the General Fund and has its own identified 
reserves. It is essential that the HRA maintains sufficient reserves to manage the 
operational and strategic risks that it faces particularly given the rent reduction 
imposed by the Government for the four years from 2016/17. The Section 151 
Officer has proposed that a minimum balance of £4 million should be kept in the 
HRA reserve. A Treasury Management risk reserve with a balance of £0.6 million 
has been established. Any surplus over and above these reserves will be 
transferred to an asset management reserve for investment in the housing stock 
depending on the circumstances prevalent at that time. The forecast HRA 
reserves are shown in the table above.

3) Other reserves
In addition to the revenue reserves outlined above the Council holds capital and 
other reserves for various purposes. A brief description of each of these reserves 
is set out below.
Capital Reserves
a) Regeneration Account
The Council is required to maintain a Regeneration Account for the period of the 
regeneration of Basildon town centre. The Council will receive agreed land value 
for its assets within the masterplan area that are taken forward for development 
and, if applicable, a share of development surplus during the course of 
regeneration. These receipts are to be credited to the Regeneration Account. 
Amounts held in the Regeneration Account are to be used solely for the purpose 
of the regeneration of Basildon town centre as the Council deems necessary and 
at its sole discretion. 
b) Sporting Village Lifecycle Fund
Under the agreement with SLM Ltd for the management of the Sporting Village 
the Council is required to set aside sums in a fund for the replacement of plant 
and equipment within the facility over the 30 year life of the asset. These sums 
are held in this fund and are payable to SLM once work has been undertaken 
according to an agreed schedule. The fund is not available for any other purpose.
c) Capital Receipts
The sums that the Council receives from the disposal of its assets are only 
available, with a few exceptions, to use for capital purposes. Such receipts are 
held in this reserve until they are used to finance capital expenditure. The reserve 
holds receipts that can be used for any purpose and receipts that can only be 
used for HRA purposes (including receipts that can only be used for the 
acquisition and construction of new affordable housing). Capital receipts may 
also be used to repay debt.
The balance on the capital receipts reserve is comprised largely of receipts from 
right to buy sales. Of the balance at 31 March 2018 £14.4 million can only be 
used for the provision of replacement affordable housing (or be returned to the 
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Government). The balance of unearmarked right to buy receipts will be used to 
supplement the HRA capital programme over the next few years.
d) Capital Grants
This holds the balance of grants received for specific purposes which remain 
unspent at the year-end.
e) Major Repairs Reserve
A resource set aside to finance capital expenditure on dwellings and other 
property held in the HRA. The amount set aside each year is equivalent to the 
depreciation charge on dwellings made in that year.
The balances on these reserves at 31 March 2018 are set out below.

Capital Reserves

Balance 
at 31 

March 
2018
£000

Regeneration Account 3,510

Lifecycle Funds 2,094

Capital Receipts 30,392

Capital Grants 4,259

Major Repairs Reserve 6,695

Total Capital Reserves 46,950

Other Reserves
These are sometimes called adjustment or unusable reserves. In general they 
absorb the differences between:

1. the expenditure actually incurred by an authority in providing services 
(applying accruals accounting), and

2. the expenses it is required or permitted to charge against the General Fund 
balance each year under council tax setting rules;

meaning that they are not available to use for any other purpose.

a) Revaluation Reserve
Gains on the revaluation of non-current assets not yet realised. Will only be 
recognised on disposal of the asset and if the gains crystallise they will be part 
of the capital receipt, if any, received on disposal.
b) Capital Adjustment Account
Capital resources applied to meet past capital expenditure. An accumulation of 
the use of capital receipts and capital grants to meet capital expenditure as it is 
incurred plus minimum revenue provision to reduce any borrowing incurred. 
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c) Financial Instruments Adjustment Account
Premiums arising from the early redemption of debt not yet charged to revenue.
d) Deferred Capital Receipts Reserve
Proceeds from the sale of non-current assets not yet received.
e) Pensions Reserve 
Represents the value of any surplus or deficit at the year-end on the Pension 
Fund attributable to the Council. This is currently a deficit and future contributions 
to the fund are set by the fund actuary at a level designed to eliminate the deficit 
over a 14 year period. 
f) Collection Fund Adjustment Account
The difference between the Council’s share of actual council tax and business 
rates income for the year and the statutory amount that can be released to the 
General Fund. These balances unwind over a two year period but the account is 
constantly adjusted when differences arise.
g) Unpaid Absences Account
Value of officers’ remuneration for annual leave not yet borne by the General 
Fund or HRA balance under statutory regulations.

Other Reserves

Balance 
at 31 

March 
2018

 £000
Revaluation Reserve 349,385)
Capital Adjustment Account 359,638)
Pensions Reserve (110,326)
Collection Fund Adjustment Account 4,107)

Other unusable reserves 639)
Total 603,443
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9   New Homes Bonus

1. How the scheme works at local level

Like business rate retention, this is an incentive scheme and the incentive is strongest where 
planning decisions are made.  In two-tier areas like Essex, the Government reflects this by 
weighting all claims 80% towards the lower tier (District/Borough level) and 20% to the upper 
tier (County Council level).  There are two elements to the funding:

1) Effective stock
This measures the net growth from year to year in the number of dwellings in 
each council tax band.  It also reflects changes in the number of dwellings empty 
for two years or more.  The incentive on local authorities is therefore not only to 
build additional homes but also to bring empty homes back into use.  All figures 
are expressed as Band D equivalents in council tax terms.
Entitlement is paid at the level of the national average Band D council tax for the 
previous year, which in 2018/19 was £1,671.  Since 2017/18, it has also been 
limited to the growth, if any, above a national baseline.  This is currently set at 
0.4% per annum21, but iS open to change by the Government from year to year.

2) Affordable Housing
This measures the gross increase in the supply of affordable housing units and 
is payable at the rate of £350 per home (with no deduction for a national 
baseline).

2. Basildon’s entitlement for 2019/20

This is set out in the table below. The Government are not proposing to change the 0.4% 
baseline in 2019/20 the figures were confirmed in the 2019/20 Local Government Finance 
Settlement.

At 
Band D

Net increase in Effective Stock 483

Less: assumed 0.4% growth - 294

Increase on which Bonus is payable 189

Average national Band D Council Tax £ 1,671

Total NHB for growth £ 315,000

Increase in Affordable Housing units 61

Total NHB for growth £ 21,000

Total funding £ 336,000

Less: 20% to Essex County Council £ - 65,000

Total retained funding £ 269,000

21 Equivalent to about 300 properties per annum for the Borough
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3. Committed and Forecast Entitlement

In 2019, the Government will conduct a full Spending Review, setting its priorities for public 
spending over the next five years.  There is no certainty therefore that New Homes Bonus will 
continue beyond 2019/20.  As a contribution to financing local government, it is just as likely 
that the funding will be absorbed within the new Fair Funding formula and form part of the 
increase from 50% to 75% in the amount retained by local government from business rates.

Basildon’s forecast for New Homes Bonus continues to be based on the current scheme.  On 
that basis, the following provision could be made in the budget andforecast:

2018/19
£000

2019/20
£000

2020/21
£000

2021/22
£000

2022/23
£000

2015/16 437 0 0 0 0 

2016/17 956 956 0 0 0 

2017/18 370 370 370 0 0 

2018/19 4 4 4 4 0 

2019/20 0 269 269 269 269 

2020/21* 0 0 571 571 571 

2021/22* 0 0 0 687 687 

2022/23* 0 0 0 0 757

Annual Claim 1,767 1,599 1,214 1,531 2,284

* illustrative only not included in MTFS due to uncertainty over continuation of the scheme

However, due to the uncertainty over the outcome of the Fair Funding Review and the future 
of the New Homes Bonus only committed figures have been included in the budget and 
forecast i.e. the additional sums from 2020/21 onwards have been excluded from the forecasts.

4. How the Bonus may be used

The money raised from the New Homes Bonus may be used for any General Fund revenue or 
capital purpose.  It may be spent in-year, used to support ongoing revenue services, for 
targeted revenue or capital investment, or it may be placed in reserves.  The Government 
consider it to be part of Core Spending Power.



52

10. Business Rates
al Council
10  Business Rates

1. The business rates scheme

The rates retention scheme was introduced in April 2013 to allow a share of any growth in rates 
income to be retained locally.  The aim was to incentivise authorities to use their ‘levers’ of 
growth – for example, economic development initiatives and planning powers – to grow their 
rating lists and reduce voids.  All principal authorities except the police service are included in 
the scheme.

There are essentially two elements to rates retention:

1) Business Rate element
As only the billing authority collects business rates, a proportion (set at 10% in 
shire areas) is shared with any upper tier authorities.  A ‘central share’ (50%) 
goes to the Exchequer to help meet the cost of other grants to local government 
(e.g. New Homes Bonus (NHB) and those mentioned in Section 2 of this report).  
This leaves a ‘local share’ for the billing authority.  These elements constitute the 
retained rates income of the relevant body.
It follows that billing authorities like Basildon in two-tier areas retain only 40% of 
any income growth.  While this limits the incentive, it also cushions the risk of 
losses if there is a decline in income.
Another important aspect is that any growth in the local share is subject to a ‘levy’ 
payable to the Exchequer.  In Basildon’s case, the levy rate is 50%, though the 
effect is reduced for members of a business rates pool of authorities (see later).

2) Funding element
At national level, total funding must be contained within the expenditure limits set 
by the Government and all authorities must receive funding commensurate with 
their needs assessment.  So a further redistribution provides a top-up for 
authorities whose expected rating income under the  scheme (business rates 
baseline) falls short of their assessed need (funding baseline).  The top-up is 
funded by charging a tariff to authorities who are in the reverse position and stand 
to gain compared to their assessed need.  Normally, billing authorities like 
Basildon pay a tariff and upper-tier authorities receive a top-up.
A ‘safety net’ is available from the Exchequer where, despite the top-up/tariff 
arrangements, an authority’s actual rates income falls by more than 7.5% below 
its funding baseline in any year.

The business rate and funding baselines and the top-up and tariff amounts are all uplifted each 
year by inflation (the percentage increase in the small-business rate multiplier), to keep the 
relationships the same, year by year, in real terms.  

2. Concessions to ratepayers

Having set up the retention scheme as part of the core long-term funding system for local 
authorities, the Government remains free to make policy decisions that affect what ratepayers 
pay.  Examples include the capping of increases to the multiplier in 2014/15 and 2015/16 at a 
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level below inflation and making business rates reliefs more generous to certain classes of 
ratepayer (e.g. small businesses).  

To compensate authorities for the effect of such decisions on their rating income, revenue 
grants are paid each year under Section 31 of the Local Government Act 2003 to cover each 
authority’s share of the losses incurred.

3. Pooling

To help manage volatility in rating income, the Government bears 50% of the risk through the 
central share.  It also funds the safety net.  In these ways the scheme limits the effect of adverse 
movements in rating income at local level.  Another way is for authorities in an area to share 
their business rates risks and opportunities by pooling their income.  This can also reduce the 
levy rate payable on growth, leaving a greater proportion of income with the pool.  The gains 
arising can then be used for economic investment or distribution among member authorities.

Basildon is a member of the Greater Essex business rates pool, along with all but one of the 
other authorities in the county, including the county council and police and fire authorities.  
Under the arrangement, the levy rate payable on the growth earned by the pool is less than 
1%.  As a result, subject to current levels of growth continuing, Basildon stands to retain £1 
million more per annum of its growth than it would outside the pool with a levy rate of 50%.

The factors that make forecasting business rates income difficult at Borough level are also 
present at the pool level.  Basildon’s practice therefore, due to the level of uncertainty around 
business rates volatility, is to transfer both its growth and its gains from the pool to the Business 
Rates Equalisation Reserve, rather than recognise them directly in the budget or forecast.  The 
balance on the reserve is then released to revenue over a number of years.

4. Volatility and the growth incentive

Mention has been made of the volatility in rating income from year to year.  Various factors 
affect business rates yield, the main one being the value of the rating list which can move 
significantly as occupiers come and go, as properties are demolished or improved, as areas 
are regenerated and as new retail, commercial or industrial developments open for business.  
The yield also reflects changes in the value of reliefs granted, e.g. to charities, small businesses 
and for empty property, and Government rules can change.  Another very significant area of 
uncertainty in estimating future levels of growth is the effect of appeals by ratepayers against 
their rateable value.  Experience shows that initial estimates can be very far from reality when 
appeals are settled.  

The central share picks up 50% of any difference and 10% will be borne by upper-tier 
authorities, but the other 40% will directly affect the Borough’s income (subject to the safety 
net and levy and the protection offered by the business rates pool).  For all the reasons 
mentioned above, our budget forecasts do not recognise gains from business rates until the 
accounts each year are finalised.

Having said that, volatility presents both a risk and an opportunity.  The more a local authority 
can do to incentivise business growth (to the extent it increases the value of rateable property), 
the greater the scope for its total rating income to grow (or for any decline to be stopped or 
reversed).  Just as the New Homes Bonus provides an incentive for planning authorities to 
identify land for housing development (see Section 7), so the council has a direct financial 
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incentive to zone areas for business development, subject of course to other considerations 
affecting the Council’s overall planning, housing, and economic development policies.

Members have a key influence on the future finances of the Council, depending on the policies 
they set, including planning policies, and the decisions they make.  Care should be taken in 
each case to identify the risks and opportunities for business rates income and the potential 
impact on General Fund resources.

5. 75% Retention

In October 2015, the then Chancellor announced that the present 50% retention scheme would 
move to 100% scheme from the end of this Parliament.  Under the proposals, local government 
would be able to keep all the business rates collected from businesses, meaning that power 
over what is now £31 billion of revenue from business rates would be devolved.  At the same 
time, existing grants to local government met from the central share would cease, and it was 
proposed too that certain central government services would be devolved to local government.  
At individual authority level, the local shares would change, as would the tariffs and top-ups, 
but the principle that every authority would end up with its proper needs assessment (baseline 
funding – see paragraph 1), would remain.

The above proposals remain a long-term aspiration of the Government.  However, in December 
2017, the then Secretary of State for Housing, Communities and Local Government announced 
a phased approach, with 75% retention from April 2020.

A number of working parties, chaired jointly by MHCLG and the LGA, have been looking at the 
technical implementation of such a scheme in consultation with the local government sector.  
One of these involves a Fair Funding Review to ensure the resources allocated to local 
government at the next spending review are shared fairly between the different tiers of authority 
and at individual authority level.  Decisions will need to be taken too on the future of existing 
grant schemes. Two more consultation papers were issued alongside the provisional local 
government finance settlement in December 2018.  There is insufficient detail at the present 
time to assess how any of this may impact the revenues of individual authorities.

6. Pilot authorities

To assist the working parties with evidence of how the 75% retention scheme might work in 
practice, the Government invited bids from groups of authorities to ‘pilot’ aspects of the scheme 
in 2019/20.  This was a competitive process, as only a few pilots were required, and Basildon, 
along with the authorities that comprise the Greater Essex business rates pool (see above) 
submitted a bid.  If successful, the pool stood to gain an additional £15.5 million as a pilot.

The successful bidders were notified on 13 December with the provisional Local Government 
Finance Settlement.  The Greater Essex bid was unsuccessful.  There was no feedback on 
why particular bids were favoured over others or on the approaches adopted by the successful 
authorities.

In Essex, therefore the current 50% retention scheme will continue to apply in 2019/20 and the 
existing business rates pool, including Basildon, will continue.
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7. Budget and Forward Forecast

For the purpose of setting budgets, each billing authority is required to produce annually an 
official estimate of its net rating income for the year ahead and of the amounts payable to the 
Government and each precepting authority (i.e. the central and local shares).  Each authority 
affected will use that estimate to calculate the expected growth or decline in its retained income 
compared with its business rates baseline for the year.  The statutory pro forma is to be 
completed by 31 January each year and certified by the Chief Finance Officer as the best 
estimate he can make on the information available to him.

The table below shows revised figures for the current year and the amounts certified as the 
best estimate for 2019/20.  It is too early to present realistic estimates for 2020/21 or later 
years, not only due to the volatility of business rates income and uncertainties around the cost 
of settling appeals by ratepayers, but particularly because the outcome of the Fair Funding 
Review and the technical details of the new 75% retention scheme are still unknown.  The 
forecast beyond 2019/20 reflects the Government’s funding baseline under the existing 50% 
scheme at this stage.

Estimated retained rating income

2017/18

£000

2018/19
(est.)
£000

2019/20
(est.)
£000

2020/21
(est.)
£000

2021/22
(est.)
£000

2022/23
(est.)
£000

Gross rating income (as billing authority) 77,909 79,901 78,594 80,034 81,635 83,236

Local share (40%) plus renewable energy (100%) 31,163 31,967 31,449 32,026 32,666 33,306 

Section 31 Compensation 1,701 1,744 2,518 2,545 1,742 1,768 

Retained rating income 32,864 33,711 33,967 34,571 34,408 35,074 

Less: Tariff -23,972 -24,692 -25,258 -25,721 -26,236 -26,750 

Less: Funding baseline (Budget amount) -5,324 -5,484 -5,610 -5,713 -5,827 -5,941 

Net growth 3,568 3,535 3,099 3,137 2,345 2,383 

Less:  Levy (@50%)* -1,784 -1,774 -1,553 -1,572 -1,177 -1,195 

Growth (above baseline) ** 1,784 1,761 1,546 1,565 1,168 1,188 

* before pooling adjustment
** Indicative for 2020/21 onwards

The provision for appeals held in the Council’s balance sheet at 31 March 2018 was £3.13 
million.  This represents 40% of the value of the provision for the Borough as a whole (our local 
share), meaning that the total provision at that date was £7.83 million.  The figure is an estimate 
of the loss in business rates income expected to occur as at that date arising from all current 
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and future appeals against valuations that are backdated to 2017/18 or earlier.  The majority 
of these appeals are against the 2010 list but there are a handful of appeals still unresolved 
from the 2005 list.  This gives an indication of the length of time it currently takes to resolve 
appeals.  The provision also includes appeals expected to be received in due course against 
the 2017 list.  Exposure to appeals highlights the uncertainty that surrounds business rates in 
general since one or two large appeals settled in the ratepayer’s favour can, with refunds 
backdated over many years, consume any forecast growth in any particular year.

8. Business Rates Equalisation (BRE) Reserve

While the net rating income shown above is the estimated gain to Basildon for the particular 
year, the accounting arrangements mean that the General Fund receives the benefit of it from 
the Collection Fund over up to three years, as the figures move from the original estimate, to 
a revised estimate the following year and to outturn in year three.  Such timing differences are 
adjusted for (equalised) in the BRE Reserve.

As explained in paragraph 3, the Reserve also provides a vehicle through which volatility in 
rating income from year to year can be managed.  These risks have been outlined above and 
are included with other financial risks within Section 5.
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11  Council Tax Base

1. Council Tax Base calculation

Under Section 33 of the Local Government Finance Act 1992 (as amended) and supporting 
regulations, the Council must make an annual calculation of its tax base.  The tax base is the 
total number of properties on which council tax will be charged expressed as a Band D 
equivalent, after allowing for discounts, exemptions and losses on collection.  The method of 
calculation is prescribed in the Local Authorities (Calculation of Council Tax Base) (England) 
Regulations 2012.

The tax base is used in the calculation of the Council Tax Requirement, to produce the standard 
amount of council tax for a Band D property, in relation to both the Borough and the major 
precepting authorities.

The tax base calculation for 2019/20 has been made under delegated authority by the 
Corporate Director in their capacity as Section 151 Officer, in consultation with the Chairman 
of the Resources Committee.  The gross calculated tax base for 2019/20 is 68,004.5 Band D 
equivalent properties.

The tax base then has to be adjusted to reflect the estimated impact of the Localisation of 
Council Tax Support (LCTS). Council tax demands are sent out net of any support awarded 
(see paragraph 3 below) and this has reduced the tax base by the equivalent of a further 
6,496.7 Band D properties.

The estimated number of Band D properties must then be reduced by an assumed collection 
rate that takes into account the economic climate. On this basis, the tax base collection rate 
has been estimated at 99.05% for 2019/20 (equivalent to a reduction of 584.3 Band D 
properties). This reduces the tax base to 60,923.6 Band D properties (compared to 60,135 for 
2018/19). 

2. Council Tax Technical Changes

the propsed changes for 2019/20 are being considered by Corporate Resources Committee 
on 30 January 2019.

3. Localisation of Council Tax Support Scheme

A new Council Tax Reduction scheme for 2019/20 was approved by Council on 6 December 
2019.22 

The new arrangements provide a banded scheme that is easier for customers to apply for and 
simpler for officers to administer. The basis of the reduction scheme is a calculation based on 
household income compared with household size, up to a maximum of 75%.The application 
process is through a simple intelligent online form which, once completed, will make it clear to 
the customer where they fall within the scheme.

22http://www.basildonmeetings.info/documents/s100365/Council%20Tax%20Reduction%20Scheme%20201920
.pdf 

http://www.basildonmeetings.info/documents/s100365/Council%20Tax%20Reduction%20Scheme%20201920.pdf
http://www.basildonmeetings.info/documents/s100365/Council%20Tax%20Reduction%20Scheme%20201920.pdf
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The main elements of the scheme are:

 Pension age customers remain protected from any financial changes.
 Depending on the level of their net income and the household band they fall into, 

working-age customers will receive a percentage reduction of either 75%, 50%, or 25%.
 Singles or couples with more than 2 children will be restricted to a Council Tax Reduction 

as if having 2 children.
 The restriction of award up to a Council Tax Band D property is removed, those 

customers in Council Bands E, F, G and H will have their full Council Tax liability 
considered.

 Deductions for non-dependant adults living within the household are removed.
 A reduction in the maximum level of savings that a working aged customer can hold 

from £16,000 reduced to £6,000. If more than £6,000 they will not qualify.
 Removal of the second adult rebate. Second adult rebate is awarded when a person 

has a second adult living in their home that is on a low income.
 To retain the incentive that work pays, the new Reduction scheme will retain an award 

of 4 weeks’ extended Council Tax Reduction to cover the customers first 4 weeks of 
work.

The table below sets out the estimated cost of the LCTS scheme for 2019/20 compared to that 
of previous years.

Annual cost (£000)
Preceptors

2014/15 
Actual

2015/16 
Actual

2016/17 
Actual

2017/18 
Actual

2018/19 
Budget

2019/20 
Estimated

Basildon Council 
including parishes 2,008 1,893 1,858 1,774 1,913 1,794

County Council 8,413 7,930 7,944 7,663 8,411 7,888

Police and Crime 
Commissioner 1,117 1,074 1,069 1,034 1,164 1,091

Fire Authority 514 485 476 455 484 454

Total 12,052 11,381 11,347 10,926 11,971 11,227

Exceptional Hardship Funding

Funding capped at approximately £25,000 per annum was agreed by the precepting authorities 
with any excess cost borne by the billing authority’s General Fund. The funding will be used 
only in the most exceptional circumstances and when all other attempts to recover the 
particular outstanding council tax debt have been exhausted. 
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1. The Council must set its revenue budget and Council Tax Requirement on or before 11 
March of the preceding year in accordance with a statutory formula set by Government 
as described below:

 The amount calculated by the authority under Section 31A of the Local 
Government Finance Act 1992 as its Council Tax Requirement for the year.

(This is the net spending on services adjusted for any movements in reserves 
and transfers to or from the Collection Fund in recognition of a surplus or deficit 
on that Fund, and includes town, parish and village council precepts);

divided by:

 The amount of the Borough’s Council Tax Base calculated in accordance with 
the 1992 Act and relevant statutory instruments.  The tax base for 2019/20 is 
60,923.6 which assumes a 99.05% collection rate (inclusive of sums outstanding 
from prior years).

This will produce the Basic Amount of Council Tax for the year, which is the combined 
Borough and Town/Parish/Village Council Tax level at Band D.

1. The Council must then determine whether its ‘relevant’ Basic Amount of Council Tax, i.e. 
adjusted to exclude the element relating to Town, Parish and Village Council precepts, is 
‘excessive’.  The Secretary of State has indicated that, for 2019/20 for District councils, any 
increase of 3.0% or above or £5 (whichever is the greater) more than the equivalent figure 
for 2018/19 would be considered excessive.

If the Council determines that its proposed relevant Basic Amount of Council Tax is 
excessive, then it must also make substitute calculations that produce an amount which is 
not excessive and put both amounts to a local referendum.  More information on this option 
is given below.

2. The council tax level consists principally of the Collection Fund precepts of Essex County 
Council, the Police and Crime Commissioner for Essex, Essex Fire Authority and Basildon 
Borough Council.  This is the basic amount required by each authority to provide its 
budgeted level of service after allowing for government grant, use of reserves and that 
authority’s share of any surplus or deficit on the Collection Fund.  In addition to the precepts 
of the principal authorities, there will be further precepts for the eight areas in Basildon 
covered by town, parish and village councils.

3. The estimated balance on the Collection Fund at 31 March 2019 is required to be taken 
into account in the calculation of the Council Tax level for 2019/20.  The calculation of the 
balance must be notified no later than 31 January to the major precepting bodies, who are 
each responsible for their share of any balance.  Further information is given in Section 10 
of this report.
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Precepts and Council Tax Levels

1. The Council is required by law to approve a council tax requirement for the Council's 
services and to set the council tax to be levied in the Borough, after taking account of the 
following preceptors:

 Essex County Council

 Police and Crime Commissioner for Essex 

 Essex Fire Authority

 Local Parish, Town and Village Councils.

2. Essex County Council issues the largest precept on Basildon’s collection fund which 
means they receive around 70% of Council Tax (before local precepts).  The County 
Council is scheduled to meet on 12 February 2019 to agree its precept.

3. The Police, Fire and Crime Commissioner for Essex is an independent body and is 
responsible for setting its own budget. The Police and Crime Panel will meet on 22 January 
2019 to agree its precept. The precept in respect of the fire service is due to be agreed on 
25 January 2019

4. Parish, Town and Village Councils are separate and autonomous bodies within the 
Borough that approve their own spending and precept levels for each financial year.  The 
precept for each parish, town and village council has to be included as part of the Borough 
Council’s net overall Council Tax requirement.  They are added to the statutory calculation 
as an average for the Borough as a whole but are levied only in the areas of the Borough 
affected, according to their precept requirements. Where a precept demand has not been 
received by the date of the council tax setting meeting an anticipated amount is used as 
permitted by legislation.
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Parish, Town and Village Precepts 2019/20

The table below compares Parish, Town and Village Council precepts for 2019/20 with 
2018/19:

 

Council Tax 
Base 

(Band D 
equivalents)

Annual Precept

 2019/20 2018/19 2019/20 Change

  £ £ %

Billericay Town 12,293 275,147 282,125 2.5

Bowers Gifford and North Benfleet 719 14,897 16,042 6.2

Great Burstead and South Green 2,460 29,810 Not yet available

Little Burstead 200 6,377 6,611 5.3

Noak Bridge 1,025 45,380 44,422 2.0

Ramsden Bellhouse 432 15,589 43,973 182.1

Ramsden Crays 495 10,772 Not available until 21 
January 2019

Shotgate 1,262 24,875 27,490 10.9

Total 18,886 422,847 

Average Band D charge in parished areas  22.46

The parish precepts are the equivalent of an additional £{not yet available} on the average 
Band D charge for the Borough as a whole.
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Total Band D Council Tax 2019/20
The table below sets out all Band D calculations across major and local preceptors and shows 
the percentage change compared with 2018/19: 

 Band D 
2018/19

Band D 
2019/20

£ 
Change

% 
Change

 £ £ £ %

Basildon Borough* 270.81 278.91 8.10 2.99

Essex County Council 1.221.75 Not yet 
available

Police and Crime 169.02 Not yet 
available 

Essex Fire 70.38 Not yet 
available

Billericay Town 22.50 22.95 0.45 2.00

Bowers Gifford and North Benfleet 20.61 22.32 1.71 6.90

Great Burstead and South Green 12.15 Not yet 
available

Little Burstead 32.13 33.03 0.90 4.56

Noak Bridge 42.32 43.35 1.03 2.43

Ramsden Bellhouse 35.64 101.79 66.15 185.61

Ramsden Crays 21.87 Not yet 
available

Shotgate 19.71 21.78 2.07 10.50

* proposed
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1. Background

The Collection Fund is the account into which all council tax and business rate income is paid 
before being distributed to precepting authorities and central government.  It is managed by 
this Council as the billing authority.  The precepting authorities for this purpose are Essex 
County Council and the Police, Fire and Crime Commissioner for Essex and the local 
precepting authorities (parish, town and village councils) operating within the Borough 
boundary and the Borough Council itself.

Within the Collection Fund, the accounts for council tax and business rates are separated.  

2. Distribution of Collection Fund Balances

Council Tax and Business Rate income for any particular year is distributed over a three year 
cycle as shown below, based on information known at the time of calculating the Council Tax 
Requirement.

A surplus on the Collection Fund arises when actual income collected is greater than the 
original estimate; conversely when, actual income is lower than estimated a deficit on the 
Collection Fund occurs. This surplus or deficit is distributed at a later stage with the difference 
between the original estimate and the revised estimate being accounted for in the following 
year and the difference between the revised estimate and the actual outturn being accounted 
for in the year after that.  

It is estimated that by 31 March 2019 the balance on the Collection Fund in total (i.e. including 
that attributable to preceptors and Government) will be £1.04 million surplus for council tax, 
and £0.543 million surplus for Business Rates.

The tables below set out the distribution of the Collection Fund balance in respect of all 
preceptors and the Government.

Council Tax 2017/18 2018/19 2019/20

£000 £000 £000

2015/16 1 0 0 
Surplus/(deficit) 2016/17 1,750 -595 0 

2017/18 0 526 344 
2018/19 0 0 695 

1,751 -69 1,039 

BBC Share of surplus/(deficit) 287 -11 166



64

13. Collection Fund
al Council

Business Rates 2017/18 2018/19 2019/20

£000 £000 £000

2015/16 -3,494 0 0 
2016/17 -9 9,003 0 Surplus/(deficit)
2017/18 0 481 674
2018/19 0 0 -131

-3,503 9,484 543
BBC Share of 
surplus/(deficit) -1,401 3,794 217

The allocation of the surplus between all precepting authorities is set out in the table below:

Allocation of Council Tax Balance in 
2019/20

Estimated (Surplus)/Deficit 
31 March 2019

 % £m
Essex County Council 70.26 0.730 
Police and Crime Commissioners for Essex 9.72 0.101 
Essex Fire Authority 4.05 0.042 
Basildon Borough Council 15.98 0.166 
Total   100.00 1.039 

Allocation of NDR Balance in 2019/20 Estimated (Surplus)/Deficit 
31 March 2019

 % £m
Central Government 50.00 0.272 
Essex County Council 9.00 0.049 
Essex Fire Authority 1.00 0.005 
Basildon Borough Council 40.00 0.217 
Total   100.00 0.543 

Business Rates Retention Scheme

Basildon is the billing authority for business rates in the Borough. The Collection Fund passes 
50% (the central share) to the Government with the other 50% (the local share) being retained 
locally. This means that the risks affecting collection rates, rateable value adjustments and 
appeals, new premises, demolitions, discounts and reliefs, and rewards are borne by the 
Borough (40%), Essex County Council (9%) Essex Fire Authority (1%) and the Government 
(50%).  The police service is not part of the rates retention scheme, so the Police and Crime 
Commissioner for Essex does not participate in this part of the Collection Fund.  Any year-end 
surpluses and deficits on this part of the Fund will be accounted for and adjusted in the following 
year in proportion to the Central and Local Shares. The details of the scheme are set out in 
Section 6 above.
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The Council is required by Regulation to have regard to the Prudential Code published by the 
Chartered Institute of Public Finance and Accountancy (CIPFA) when carrying out its duties 
under Part 1 of the Local Government Act 2003. Following consultation during 2017, CIPFA 
published a revised Prudential Code (2017 Edition) and Treasury Management Code of 
Practice (2017 Edition) in January 2018. One of the main aspects of this revised Code is to 
bring together elements of capital expenditure with the treasury management strategy into a 
single Capital and Investment Strategy, for approval by Full Council. This strategy document 
therefore sets out the capital, investment and treasury management strategy for 2019/20 and 
includes a capital programme and prudential indicators for the forecast period of 2019/20 to 
2022/23.

In addition to these revised regulations, the Ministry for Housing, Communities and Local 
Government (MHCLG) has issued a revised Prudential Framework, the regulations under 
which the Council is able to borrow and invest surplus cash flows, and revised Statutory 
Guidance on the Minimum Revenue Provision (MRP). 

This strategy document includes all of the information necessary to meet the requirements of 
these revised guidance documents. 

In its revised Guidance on Local Authority Investments document, MHCLG highlights certain 
areas that are required to be covered in the strategy, which are relevant to the Council and are 
over and above those previously expected. These are as follows and include where, in the 
strategy, these areas are covered:

Proportionality – requires local authorities to consider the extent to which it is relying on profits 
from commercial activities to set a balanced budget and measures in place if these are not 
realised. 

This is dealt with under Section 2, which highlights risks associated with commercial income 
and the use of reserves to smooth out expected income and deal with unforeseen fluctuations. 
There are also indicators included, which set a limit on the extent to which this income will be 
used for budget setting over the forecast period.

Borrowing in Advance of Need – highlights that local authorities should consider carefully 
borrowing purely in order to profit from investing the sums borrowed with the presumption that 
they will not do this.

This issue is dealt with in paragraph 9 of Section 4 – Investment Activities.

MRP on Investment Properties – prohibits the use of the Depreciation Method as a way of 
calculating MRP on investment properties, but retains the ability for local authorities to use 
other methods of calculating as long as the provision made is ‘prudent’.

The Proposal and Policy Statement in Section 5 – Minimum Revenue Provision sets out how 
the calculation of MRP on investment properties will be dealt with by the authority, which 
achieves the outcome of setting a prudent provision in a way which is manageable for the 
Council.
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The delegated obligations for the Section 151 Officer in relation to the Capital Programme and 
for Treasury Management Activities are set out in Sections 4 and 14 of the Financial 
Regulations respectively. 

Both the Capital Programme and other Capital Expenditure as outlined in Section 1 – Capital 
Programme and Section 2 – Other Capital Expenditure of this strategy are supported, at 
least in part, by borrowing. Where the cost of borrowing is in relation to Other Capital 
Expenditure, this is covered in Section 2 and the costs are shown in the summaries provided 
and notionally on these services’ Budget Book pages. Borrowing in relation to the general 
Capital Programme and the actual borrowing required for Other Capital Expenditure is shown 
within the Capital Financing estimates and as part of the Budget Book page for this service.

Information in relation to the affordability and sustainability of any new borrowing is contained 
within Section 3 - Treasury Management and supported by the indicators outlined in Section 
6 – Prudential Indicators. The creation of the provision to deal with the repayment of 
borrowing is within Section 5 – Minimum Revenue Provision. All indicators provided within 
this section have regard to the total borrowing and treasury management requirements of the 
Council, regardless of the purpose. 
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Introduction

Definition of Capital

The Local Government and Housing Act 1989 requires all expenditure to be charged to 
revenue unless an exemption can be found, the main exemption being that the expenditure 
was for capital purposes. In broad terms this means expenditure incurred on the acquisition or 
creation of tangible assets needed to provide services, such as houses, buildings and vehicles. 
This is opposed to revenue expenditure which is what is spent on the day-to-day operation of 
services such as employee costs and supplies and services. 

The Local Government Act 2003 extends the definition for the purpose of capital expenditure 
to allow expenditure on computer software and on the making of loans or grants for capital 
expenditure by another body to be treated as capital expenditure of the local authority.
These Statutory Regulations have been absorbed into CIPFA’s Accounting Code for Local 
Government Accounting (the Code) and where appropriate form the basis of statutory 
overrides to International Financial Reporting Standards used within company accounts. For 
this reason, as well as the Capital Programme produced and approved as part of the annual 
Budget Setting report, there will also be other activities that are required to be accounted for 
as Capital Expenditure in addition to the annual programme. These additional activities are 
included as part of this report for completeness.

Treasury Management

The proposed Treasury Management arrangements are in accordance with both statutory 
requirements, non statutory guidance published by Government and best practice as identified 
by CIPFA. 

All decisions on overall Treasury Management (TM) policy and the setting of annual TM 
Strategies are determined by Full Council. The same process will apply to changes to the 
relevant policy or strategy during the course of a year.  Thus all matters relating to borrowing, 
investments and debt repayment are determined by Full Council.  The Audit and Risk 
Committee is responsible for scrutiny of performance in this area.  

The major influencing factor for TM arrangements during 2019/20 are considered in Section 
3.

The objective of the strategy is to establish a framework under which officers can carry out 
treasury activities. The control framework is established initially by what is permitted within the 
approved strategy, but further levels of control exist within the operational aspects of the 
activities. This means that just because something is permitted by the strategy, it does not 
necessarily follow that the activity will take place. The Section 151 Officer has the responsibility 
for this day to day decision making with the primary objective of acting in the best interest of 
the Council’s finances at all times.

Investment Activities

The Local Government Act 2003 gives a local authority power to invest “for any purpose 
relevant to its functions under any enactment, or for the purposes of the prudent management 
of its financial affairs.”
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There is no provision in the Act for the Secretary of State to regulate the way in which an 
authority exercises its investment powers. It does however require authorities to “have regard” 
to such guidance as the Secretary of State may issue and to such guidance issued by others 
as he may specify.  For this purpose, the Secretary of State has formally endorsed CIPFA’s 
TM Code of Practice and has supplemented the Code with additional guidance. Local 
authorities are therefore required by statute to have regard to both sets of guidance in their 
investment activities.

The investment arrangements for 2019/20 are set out in Section 4.

Knowledge and Expertise

Capital accounting and treasury activities are highly technical areas of local authority 
accounting and are covered by regulations over and above those used for regular accounting 
functions. In respect of commercial investment, the knowledge and expertise required goes 
beyond that which would be required for just carrying out the accounting, a knowledge of asset 
management within a commercial environment is also required.

To ensure that the Council is able to manage these activities appropriately and make informed 
recommendations, specialist consultants are engaged. In relation to commercial asset 
acquisitions, property management and investment consultants are used to undertake the 
initial assessment of potential sites for purchase, who score properties against a series of 
benchmark criteria, agreed as part of the Commercial Asset Business Plan. For other treasury 
and investment activities, the Council engages with treasury consultants, who provide general 
economic data as well as interest and investment rate forecasts and other market data.

So that Members can scrutinise these areas appropriately briefings are undertaken from time 
to time the most recent of these being in January 2019. 
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Section 1 – Capital Programme

General Fund Capital Programme

The General Fund capital programme for 2019/20 and forward forecast to 2022/23 is 
summarised below.

The Local Government Act 2003 requires the Council to have regard to the ‘Prudential Code 
for Capital Finance in Local Authorities’ when making decisions concerning the resourcing of 
its capital programme.  The Government provides no support for borrowing to resource General 
Fund expenditure.  The programme is, therefore, financed in the main by locally generated 
resources consisting of borrowing, capital receipts, government grants, partnership funding 
and other capital contributions (e.g. under Section 106 agreements).

The capital programme as shown below includes borrowing in each year. The Section 151 
Officer will consider the most effective way to finance each year’s programme in the light of the 
financial circumstances prevailing at the time (this may include the use of revenue contributions 
if appropriate).

Projects are added once they have the appropriate approval, apart from projects that are 
subject to external funding, or items necessary to maintain service delivery by maintaining 
existing Council assets to a useable standard. The limits and approval process for new 
expenditure, virements and supplementary estimates are contained within the Financial 
Regulations, which form part of the Council’s Constitution.

 Estimate Estimate Estimate Estimate Estimate

 2018/19 2019/20 2020/21 2021/22 2022/23

 £000 £000 £000 £000 £000

EXPENDITURE      

Disabled Facilities Grants 800 800 800 800 800

Nethermayne Parks Works 10 0 0 0 0

Gloucester Park Resurfacing 40 0 0 0 0

Wickhay Play Equipment 30 0 0 0 0

Barrington/Methersgate Play Equipment 60 0 0 0 0

Swimming Pool Provision 0 9,000 0 0 0

Major Improvements to Council Assets 100 100 100 100 100

Former HRA Garage Works 387 387 387 387 387

ICT Transformation 0 165 0 303 0

Business regeneration and support 0 2,000 0 0 0

Contingency Provision 50 50 50 50 50

Total Expenditure 1,477 12,502 1,337 1,640 1,337

RESOURCES      

Capital Receipts 0 0 0 0 0

Grants and contributions -800 -800 -800 -800 -800

Direct Revenue Funding -140 -165 0 -303 0

New unsupported borrowing -537 -11,537 -537 -537 -537

Total Resources -1,477 -12,502 -1,337 -1,640 -1,337
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Sums carried forward into 2018/19 from 2017/18 included

 St.Martin’s Public Realm works £2.9 million
 Nevendon Road Site slippage on programme £1.0 million
 Eversley Leisure Centre Development £0.7 million
 Basildon Town Centre East Square £29.9 million 
 Wickford Community Centre £1.1 million 

The capital programme may require amendment during the year to take account of any 
activities approved during the year and the Funding Framework (see Section 7). Part of the 
assessment criteria for projects being approved to be part of the Capital programme is the 
extent to which they meet the objectives of the Corporate Plan. The only exception to this would 
be if a project was necessary to maintain service delivery, by investing resources in the 
Council’s assets used for this purpose. An example of this is the resources required for delivery 
of the Asset Management Strategy as approved by the Policy, Oversight and Strategy 
Committee on 13 December 2018 (Min No. 2018/246).

In all other instances, projects are assessed through financial modelling as though they were 
funded by borrowing and are required to provide a positive Net Present Value by the modelling 
of the project cash flows, including the financing costs, as though it took place in one day, to 
ensure that income or cost savings are greater than sums expended.
 
HRA Capital Programme

A 30 year Asset Management Strategy was prepared in 2011/12 and this was a key input into 
the 30 year financial strategy. This Strategy has been reviewed in the light of the significant 
change in available resources. Modelling the resources available in the 30 year HRA financial 
forecast demonstrates that the demands of the updated Asset Management Plan can be fully 
met throughout the 30 year planning period. 

As a result of this the priorities of the capital programme identified last year following the 
complete review and preparation over a ten year period taking into account not only the need 
to maintain the stock to the agreed standard but also the need to improve and maintain the 
overall estates and environment can be continued. The programme has also been linked to the 
revenue repairs budget and in particular the planned maintenance programme to ensure that 
the overall programme of works are aligned and prioritised taking into account the overall 
capital and revenue resources available. Also taken into account in the preparation of the 
programme is the deliverability of the programme given contractor resource availability, 
procurement timescales and human resource availability for project and contract management.

Notwithstanding the above the acquisition and development of new dwellings is considered to 
be an integral part of the Council’s strategy and for five years from 2018/19 a sum of £45 million 
has been made available for this purpose23. This will allow the use of some £13.5 million of 
retained Right to Buy receipts.

23 
http://www.basildonmeetings.info/documents/s95552/HRA%20New%20Build%20Acquisitions%20and%20Disposal%20Prog
ramme.pdf
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The other major source of funding for the capital programme is the depreciation charged to the 
HRA however, it is also possible to make revenue contributions to capital expenditure. The 
revenue budget identifies the proposed level of contribution in each year and assumes that any 
balance in the general and earmarked reserves above the £4.6 million considered to be prudent 
by the Section 151 Officer is transferred to an Asset Management Reserve and made available, 
by Committee or Council decision, to supplement the capital programme. There is no additional 
borrowing required for the HRA Capital Budget over the forecast period. The capital 
programme is set out below. 



72

14. Capital and Investment Strategy 2019/20
al Council

  Estimates
  2018/19 2019/20 2020/21 2021/22 2022/23
  £'000 £'000 £'000 £'000 £'000
     
EXPENDITURE     
     
Internal Works 3,425 4,410 3,710 3,710 3,710 
External Works 6,500 2,000 6,100 5,300 5,300 
Common Parts Works 1,610 1,320 1,610 1,610 1,610 
Associated Assets Works 250 200 200 200 200 
     

Sub- Total 11,785 7,930 11,620 10,820 10,820 

     
Future Major Works 100 3,055 3,305 1,305 305 
Improvement Works 1,190 4,645 3,575 875 875 
Estate Works 100 - 100 100 100 
Contingent Major Works 236 - - - -
Exceptional External Works 100 550 200 200 200 
Other Capital Works 1,950 1,496 1,500 1,500 1,500 
     

Sub- Total 3,676 9,746 8,680 3,980 2,980 

     

Capital Total (Excluding Inflation & Fees) 15,461 17,676 20,300 14,800 13,800 

     
 Inflation @ 2% 309 354 820 906 1,138 
 Fees on Capital @ 5% 773 884 1,015 740 690 
     

Capital Total (Including Inflation & Fees) 16,543 18,914 22,135 16,446 15,628 

     
Acquisition & New Build 9,000 9,000 9,000 9,000 9,000 
     

Overall Programme 25,543 27,914 31,135 25,446 24,628 
     
LESS RESOURCES     
     
Major Repairs Allowance -13,100 -16,400 -16,400 -16,400 -16,400 
Revenue Contribution to Capital Outlay -6,300 -3,000 -3,000 -3,000 -3,000 
Capital Receipts - General -3,443 -5,814 -9,035 -3,346 -2,528 
Capital Receipts - Retained 1-4-1 -2,700 -2,700 -2,700 -2,700 -2,700 
     
Total -25,543 -27,914 -31,135 -25,446 -24,628 
     
NET POSITION - - - - -
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Section 2 – Other Capital Expenditure

Part of the reason for the changes seen in the regulations is to ensure that the Council provides 
clarity over ‘other’ investments that might otherwise not be captured in either the treasury 
management or investment strategies. This type of investment could include, for example, the 
purchase of Investment Properties (held on a commercial basis to generate income or for 
capital appreciation purposes), or the issue of loans or other financial support to third parties, 
including wholly owned subsidiary companies.

At its Cabinet meeting in March 2017, the Council approved two additional borrowing 
requirements, one for up to £80 million for the purchase of a commercial asset portfolio (Minute 
2017/141) and up to £117 million to support the activities of the Council’s subsidiary company, 
Sempra Homes Limited (Minute 2017/146).

Unlike the Investment Strategy (as outlined in Section 4), which focuses on the prudent 
investment of surplus cash flows, by following the factors of Security, Liquidity and Yield in that 
order, investment in commercial operations, by their nature, need a different objective. Whilst 
seeking to maintain the level of investment, the focus is on Yield (the level of financial return) 
and the investments are not likely to be liquid (the speed at which the investment can be 
converted into cash). Details of how the Council manages the risks associated with this 
different approach are outlined below. Even with these in place though, there is the possibility 
that the security of the sum invested could be affected by changes in the underlying value of 
any assets that have been purchased. Details of how these fluctuations are to be dealt with 
are included in Section 5 – Minimum Revenue Provision in the paragraph headed ‘MRP for 
Investment Properties’ and in the subsequent proposal. 

The investments in commercial property and in the Council’s subsidiary company are not 
regarded in the regulations as treasury activities and are therefore accounted for as capital 
expenditure. As they are both funded from borrowing, the cost of servicing debts falls on the 
General Fund and will be included in the budgets to be approved by Full Council in each 
financial year of the life of the loan. It is essential that, at the very least, these activities provide 
an income to the General Fund which is sufficient to cover these costs, but preferably to also 
create a surplus that can be used to support the provision of services. However, in complying 
with the regulations, it is necessary to recognise the risks around these activities and in 
particular that the income generated by these schemes may not be sufficient to cover the costs 
incurred.

The Council uses a number of mechanisms to reduce these risks, including the following:

a) Project cost modelling – in this exercise, the income and expenditure cash flows for 
the life of the project are modelled. These are based on a number of assumptions 
which may include the borrowing rate, term of the borrowing and rate of inflation. 
These costs are then converted into a ‘present value’ (taking out the impact of 
inflation and the opportunity cost of income that could be generated if the funds had 
simply been invested for a return), using an appropriate discount rate, the effect 
being as though all of the costs and income generated by the project occurred on 
day 1. 

Other investment appraisal techniques are also used including:
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1) Payback
2) Internal rate of return
3) Comparison to a benchmark yield

b) Use of specialist advisors – as part of these activities, the Council employs the use 
of specialist advisors, who know and understand the market in which the activities 
operate and provide the Council with appropriate advice and data on which to base 
many of the assumptions used within the modelling.

c) Both of the main activities undertaken by the Council in this area are subject to a 
strategic framework in which to operate. There is a Commercial Asset Acquisition 
Strategy24 that clearly sets out the parameters around which investments will be 
considered and all purchase decisions under the commercial asset acquisition 
strategy are subject to the application of a member agreed assessment matrix and 
the approval processes approved by Policy, Oversight and Scrutiny Committee (Min 
No. 2018/747)25.  Sempra Homes operates within an approved Business Plan26 
which sets out how the company meets local housing need and the financial 
framework and levels of support required from and the consequential financial 
returns to the Council as the Parent company.  

d) Use of earmarked reserves – these activities are rarely consistent in terms of costs 
and income and while these are modelled as accurately as possible, there will be 
fluctuations that are unknown at the outset. Where, for example, costs are incurred 
for building prior to income generation, these are appropriately modelled, however, 
in any financial year, the costs or surpluses generated are unlikely to match the 
modelling exactly. One of the methods that will be used by the Section 151 Officer 
to protect the Council from these fluctuations is the use of Earmarked Reserves. In 
this instance any surpluses above projections, may be transferred into a reserve to 
offset any future deficits that may be experienced. In this way, the Section 151 
Officer can take a view annually of the extent to which surpluses generated can be 
used to fund services whilst being mindful of the risk to future budget setting of any 
negative events in any of these more commercial areas.

The Commercial Asset Acquisition and Sempra Homes estimates have been included in 
the budget setting process for 2019/20 and the forecast period. They have been combined, 
along with the Commercial Team, into a single budget area called Investing Activities. A 
summary of this budget is included below.

24 http://www.basildonmeetings.info/documents/s85856/Commercial%20Asset%20Acquisition%20Strategy.pdf
25 http://www.basildonmeetings.info/documents/s100447/Commercial%20Strategy.pdf 
26 http://www.semprahomes.co.uk/

http://www.basildonmeetings.info/documents/s85856/Commercial%20Asset%20Acquisition%20Strategy.pdf
http://www.basildonmeetings.info/documents/s100447/Commercial%20Strategy.pdf
http://www.semprahomes.co.uk/
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Investing Activities

 Estimates

 2018/19 2019/20 2020/21 2021/22 2022/23

 £000 £000 £000 £000 £000

EXPENDITURE      
Employees
Supplies & Services

157
173 

157
223

159
244 

161
264 

162
265 

Management & Administration 150 92 93 93 94 

INCOME

Rents -810 -2,550 -3,300 -4,000 -4,000 

Investment Income -362 -3,029 -3,637 -5,172 -2,675

External Recharges -260 -288 -294 -300 -78

Recharge to Other Services -405 -457 -459 -461 -461

Total Surplus -1,357 -5,852 -7,194 -9,415 -6,691 

The financing costs that relate to these services have been included in the Capital Financing 
estimates as the Council does not borrow to fund any particular scheme, borrowing is only 
undertaken for cash flow purposes (when existing cash balances run low), or when market 
conditions make it favourable to do so. However, on a notional basis, the following are the 
estimated financing costs for these activities:

2019/20 2020/21 2021/22 2022/23
Commercial Asset Acquisition 1,530 1,980 2,400 2,400
Sempra Homes 1,685 2,605 2,801 2,527

3,215 4,585 5,201 4,927

From the investing activities highlighted above, resources will be transferred to an equalisation 
reserve to smooth out resources available to fund services, to be utilised over the forecast 
period as follows:

2019/20 2020/21 2021/22 2022/23
Commercial Asset Acquisition 940 1,220 1,500 1,500
Sempra Homes 403 403 403 403

1,343 1,623 1,903 1,903

To the extent that these income streams are not realised, the Section 151 Officer will need to 
find additional savings elsewhere in the General Fund budget or use Reserve balances to 
maintain service levels. If any differences are deemed to be the result of timing issues, such 
as slippage in build programmes, Reserves would be replenished at a later date.

The borrowing for Sempra Homes will be to either provide a loan directly to the Company, or 
to purchase equity in it in the form of shares. To demonstrate the commercial substance of 
arrangements requires a mix of debt and equity to be held for a subsidiary company by its 
Parent. Any borrowing for Commercial Asset Acquisition will be for the outright purchase of 
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assets to be held in the Council’s accounts as Investment Properties. All such borrowing will 
take place in the context of the Council’s Funding Framework.

To provide a sense of scale of the extent to which the Council is relying on these activities to 
fund services, the following table provides some performance indicators. These indicators 
measure the resources from the table above compared to the total budget requirement for each 
of the financial years of the forecast period. They also measure this as income as a percentage 
of the total income assumed in the budget.

2019/20 2020/21 2021/22 2022/23
Resources from Commercial Activities as a % of 
Budget Requirement:
Commercial Asset Acquisition 3.42 5.05 6.16 6.02
Sempra Homes 1.47 1.67 1.65 1.62
Total 4.89 6.72 7.81 7.63
Income from Commercial Activities as a % of Total 
Budgeted Income:
Commercial Asset Acquisition 1.13 1.45 1.73 1.78
Sempra Homes 0.49 0.48 0.46 0.48
Total 1.62 1.92 2.19 2.26

It should be noted that, in setting these indicators, only the amounts being used to fund services 
have been used, rather than the total income that these activities have generated. This 
approach reduces the reliance on the performance of these commercial activities in any given 
financial year, which therefore allows for fluctuations in levels of income and expenditure to be 
managed. As the general fund is not relying on these grater income amounts, these have not 
been used to calculate the indicators.

As can be seen from the table, less than 8% of the Councils budget requirement is being 
financed by commercial activities in any given year, keeping this reliance on resources at a 
manageable level. 

The Section 151 Officer considers that, in usual circumstances, the ratio of net income from 
commercial activities as a percentage of the budget requirement should not exceed 10% and 
that as a percentage of total income it should not exceed 5%.

The provision for the repayment of borrowing is dealt with within Section 5 – Minimum 
Revenue Provision.  
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Section 3 – Treasury Management

Treasury management is a key element of the Council’s overall financial management 
arrangements.  It relates to the Council’s borrowing and investment activities and the effective 
management of the associated risks.  These activities are strictly regulated by statutory 
requirements and professional codes of practice, which require authorities to set local 
parameters for their Officers to work within.  This Council has adopted the CIPFA Code of 
Practice on Treasury Management in the Public Services and as required by the Code, has an 
approved Treasury Management Policy Statement and associated Practice Statements. 

Under these arrangements, Full Council approves annually a strategy for the expected treasury 
management activity in the forthcoming financial year.  A further report is made after the year-
end on the actual activity for the year and a mid-year report will also be made comparing 
performance with the approved strategy.

This section summarises the current position with regard to the Council’s Treasury 
Management arrangements and proposes a strategy for 2019/20.  The report is structured 
under the following paragraph headings:

1) HRA and General Fund ‘Pools’
2) Projected portfolio position
3) Debt requirement
4) Borrowing and Investment Strategy
5) Interest rate considerations
6) Debt limits
7) Debt rescheduling
8) Treasury Indicators
9) Proposed Treasury Management Strategy for 2018/19

1. HRA and General Fund ‘Pools’

HRA and General Fund debt is managed separately in two pools. The following principles are 
adhered to: 

 There must be no detriment to the General Fund in this approach
 Any allocation of debt should be broadly equitable between the HRA and the GF
 Future charges to the HRA in relation to borrowing are not influenced by GF decisions, 

giving a greater degree of independence, certainty and control
 Cash resources (reserves and other cash backed balances e.g. provisions) which allow 

borrowing to be below the capital financing requirement (see Section 3 below) are 
separated between the HRA and General Fund

Where relevant the figures that follow are split between HRA and GF. It should, however, be 
noted that all debt is secured on all the revenues of the Council and that the Section 151 Officer 
retains responsibility for the overall TM strategy.
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2. Projected Portfolio Position

The projected position for the Council’s debt and investments is set out in the table 
below.  The figures include the requirement for the Capital Programme and Other 
Capital Expenditure. The Average Amount column is weighted according to expected 
levels of activity during the year.

3. Debt Requirement

The main purpose of borrowing and other forms of credit (such as finance leasing) is to 
meet a shortfall in capital resources available to finance capital expenditure.  In practice 
however there is such a great variety of revenue and capital cash flowing in and out of 
the Council’s bank account at any time that it is difficult to determine from an 
examination of cash transactions just what the underlying debt requirement is.  Another 
method is needed.

The statutory measure for this is the Capital Financing Requirement (CFR), as defined 
in the Prudential Code.  By ignoring capital expenditure financed from capital cash 
resources (e.g. capital receipts, grants and contributions, or from revenue or other 
reserves), it represents the true capital shortfall at any time.  Then, by plotting estimated 
movements in capital expenditure and resources through the capital programme it is 
possible to estimate the underlying debt requirement.  In practice,however the Council 
might not actually incur borrowing in line with the CFR if, for example, it has surplus 
funds invested externally that could be called back, but the starting point for developing 
a strategy for borrowing has to be the CFR.

It is divided into two parts according to whether the capital shortfall relates to Housing 
Revenue Account (HRA) expenditure or General Fund expenditure.  The figures for 
2019/20 are currently estimated as follows:

Apr-19 Apr-19 Apr-19 Mar-20 Mar-20 Mar-20 Average
HRA GF Total HRA GF Total TotalEstimated Net Overall Position 2019/20
£m £m £m £m £m £m £m

Long Term Borrowing (one year or more)      

Public Works Loan Board fixed rate 203.3 60.0 263.3 200.3 80.0 280.3 271.8

Market Bonds 0.8 0.0 0.8 0.8 0.0 0.8 0.8
Sub-total, long term 204.1 60.0 264.1 201.1 80.0 281.1 272.6
      
Short Term Borrowing (up to one year) 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Borrowing 204.1 60.0 264.1 201.1 80.0 281.1 272.6
      
Finance Leases 0.0 3.7 3.7 0.0 4.1 4.1 3.9
Gross Debt 204.1 63.7 267.8 201.1 84.1 285.2 276.5
      
Less Short Term Investments 0.0 -76.2 -76.2 0.0 -6.0 -6.0 -41.1
Net Debt 204.1 -12.5 191.6 201.1 78.1 279.2 235.4
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  Apr-19 Mar-  20 AverageCapital Financing Requirement 
(CFR) 2019/20   £m £m £m
   
General Fund - General 54.1 55.4 54.8
General Fund – Commercial Activities 61.5 103.5 82.5
Housing Revenue Account 203.9 203.8 203.8
TOTAL 319.5 362.7 341.1

The current CFR forecast is based on the original capital budget as amended by carry 
forwards.  

4. Borrowing in advance of need

{reference CIPFA statement here}

5. Borrowing and Investment Strategy

It will be noted that the amount of unfinanced capital expenditure represented by the 
CFR is considerably in excess of the estimated actual debt requirement shown in the 
table in paragraph 1. The Council is therefore borrowing considerably less than its 
implied need to borrow. This due to sound and proactive treasury management activity 
where surplus cash resources available are used to finance capital expenditure rather 
than investing them externally on the money markets. The extent to which this is to be 
done is shown in the table below:

Apr-19 Apr-19 Apr-19 Mar-20 Mar-20 Mar-20 Average
HRA GF Total HRA GF Total AmountTemporary use of surplus cash
£m £m £m £m £m £m £m

Capital Financing Requirement 203.9 115.6 319.5 203.8 158.9 362.7 341.1
Less: Forecast Gross Debt 204.1 63.7 267.8 201.1 84.1 285.2 276.5
Surplus cash invested internally -0.2 51.9 51.7 2.7 74.8 77.5 64.6

The surplus cash being relied upon for this purpose consists of Council Tax and NNDR 
income received in advance of payments to precepting authorities and the Government, 
other timing differences between receipts from debtors and payments to creditors, 
grants, subsidies and contributions received in advance of spend, and the general trend 
for revenue and capital expenditure to be weighted more towards the second half of the 
financial year.  The surplus also includes the level of General Fund and HRA revenue 
reserves and provisions.

It is assumed that the HRA is always fully borrowed and to the extent that the 
combination of its reserves and borrowing exceeds its CFR it is assumed that it has lent 
to the GF. The situation could arise where the HRA is borrowing from the GF. Interest 
is charged on these internal borrowings at a rate considered to be appropriate by the 
Section 151 Officer.

The main advantage of this strategy is the lower exposure to external debt, and at the 
same time, lower exposure to counterparty risk in external investments at this time of 
increased risk in the financial markets.  This is a very considerable benefit, especially 
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given the insistence in the statutory guidance that security of funds comes before any 
considerations of liquidity or yield (return on investments). More is said about the effect 
on investments below.

However no strategy is entirely risk free.  The main risk of using cash surpluses 
generated as described above is that some will be available only temporarily. When the 
cash is required for other purposes the authority may be forced to borrow to replace 
those funds at a time when interest rates are higher or other conditions are not 
favourable (the interest rate projections on which the budgets and the forward forecast 
have been based are discussed below).  

The alternative would be to externalise all or part of our surplus cash.  This would leave 
a cash shortfall to be met by further borrowing.  It is ultra vires (beyond the Council’s 
powers) to borrow specifically to lend on, but provided total debt did not rise above the 
CFR and provided it was done for good TM reasons (such as to secure long-term 
interest rates ahead of an expected increase), this would be a reasonable use of the 
Council’s powers. 

The Section 151 Officer retains within the limits set by this TM Strategy the flexibility to 
adjust the balance between borrowing and investments to meet changing 
circumstances.  The preferred option on which the budget at the present time has been 
prepared is however to, as far as possible, internalise all surplus funds and to start to 
lock into the historically low long term rates for HRA borrowing.

Interest Rate considerations

It will be seen from the table in Paragraph 1 that the borrowing portfolio consists of long-
term, with short-term borrowing only being entered into to cover cash flow shortfalls.  
Long-term borrowing at fixed rates of interest gives certainty of cost, which is important 
to protect the revenue budget from volatility in market interest rates, but as will be seen 
from the table below, projected short-term rates offer a considerable saving at the 
present time below long-term borrowing rates: 

2018/19 2019/20
Bank Rate 0.50% 1.00%
Investment Rate 0.40% 1.05%
Overdraft            1.20%             1.30%
1 year PWLB 1.10% 1.30%
5 year PWLB 1.80% 2.30%
10 year PWLB 2.40% 2.70%
25 year PWLB 3.10% 3.20%
50 year PWLB 2.90% 3.10%

Interest rates from the PWLB continue to be at historically low levels, despite the 
increase in the Bank of England Base Rate. The significant continued turbulence in the 
global financial markets is contributing to low gilt yields and is, therefore, keeping PWLB 
rates very low. PWLB rates have been discounted by 0.2% since November 2012, this 
PWLB ‘certainty’ rate was made available to the Council following the provision of 
information to MHCLG concerning our projected levels of borrowing.

As recommended by the TM Code, it is important to diversify borrowings to provide a 
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balance between interest rate risk and certainty.  Some existing debt will be maturing 
during 2019/20 and, taken with the borrowing requirements of the capital programme, 
the recommended portfolio position reflects a mix of maturity periods, including short-
term.  All decisions are taken by the Section 151 Officer or under delegated 
arrangements approved by him, having regard to the issues discussed in this strategy 
document and principles determined in consultation with our TM advisers.

The short-term rates shown above are projections of 3 month LIBOR27, which is closely 
related to the cost of temporary borrowing.  This is closely related to the 3mth LIBID 
rate, which is a benchmark rate of interest for short term borrowing. In practice, the rate 
of interest that could be earned on external investments could fall far short of this rate 
because of the need to put security before yield and invest only in the safest 
counterparties, who therefore pay a lower rate of interest.
  
To project interest rates with any certainty in the present economic climate continues to 
be very difficult if not impossible. As a consequence a GF Treasury Management 
Reserve was set up in 2011/12 to manage future interest rate fluctuations. The balance 
on the reserve at 31 March 2018 was £0.50 million. A similar reserve was established 
for the HRA during 2012/13 with an initial balance of £0.60 million.

In terms of interest return from sums invested, these continue to be historically low 
despite a rise in the Bank of England Base Rate in August 2018. 

6. Debt Limits 

Local borrowing limits are set as part of the Council’s consideration of its annual 
Prudential Indicators.  The limits projected by the Council for 2018/19 and for 2019/20 
are shown in the following table.  

External Debt Limits 2019/20 2018/19 2019/20
£m £m

   
Authorised Limit for external debt 425 475
Operational Boundary for external debt 325 375
   

The Authorised Limit is the limit placed by the Council on the absolute level of its gross 
debt at any time.  The Local Government Act 2003 stipulates that it must not be 
breached at any time.  The Operational Boundary on the other hand is a lower figure 
reflecting the planned maximum level of debt at any time, the difference being designed 
to give headroom to deal with unforeseen movements in cash flow.  It will not normally 
be a matter of concern if the Operational Boundary is breached temporarily due to 
variations in cash flow.  However, a sustained or regular trend above the Operational 
Boundary would require investigation and appropriate action. 

These will be reviewed prior to setting the budget for 2019/20, to take into account any 
further changes in capital expenditure or resources.  As the two Debt Limits are set 

27 The LIBOR (London Interbank Offered Rate) rate is the average interest rate that leading banks in London 
charge when lending to other banks.
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locally, the Council may review and amend either or both of them during the course of 
the year by formal resolution.

7. Debt Rescheduling

This is the practice of repaying debt of one maturity early in order to borrow for a different 
maturity period.  The purpose might be to reflect changes in borrowing needs or to take 
advantage of changes in interest rates.  The lender will usually offer a discount, or 
require payment of a premium, depending on the difference between the rate of interest 
on the existing loan and that offered in the markets or by the PWLB for the remaining 
term of that loan. 

The question of whether the Council will pursue any debt rescheduling will always have 
to take into account the net revenue effects of the premium/ discount against the 
costs/savings to be made in the average rate of interest payable on the new loans.  The 
PWLB terms on which premature repayment can be made are generally unattractive.  
Rescheduling should only be considered where the economics can be justified over the 
term of the original or replacement loan. Another important consideration is the 
respective financial implications for the General Fund and Housing Revenue Account.

Decisions on rescheduling will be made by the Section 151 Officer or under delegated 
arrangements authorised by him.  They will also only be taken in consultation with TM 
advisers retained by him.

8. Treasury Indicators

(1) Interest Rate Exposures

The following indicators set upper limits to the Council’s exposure to the effects 
of changes in interest rates, in 2019/20 and for the following two financial years, 
as required by the Code.

The figures are calculated on the amount of borrowing net of investments at any 
time, so, for example, a negative limit would indicate a weighting towards 
investments.

Upper Limit on fixed interest rate exposure 125%
Upper Limit on variable interest rate exposure + 25%

(2) Maturity Structure of Fixed Rate Borrowing

The following indicators are designed to limit the Council’s exposure to sums 
falling due for replacement at about the same time.  Variable rate debt, including 
for this purpose any short-term borrowing, would present no problem in this 
regard as it is likely to be replaced at similar rates of interest.  Long-term fixed 
loans however could be running at historical rates significantly different from the 
market rate at the time of repayment, with consequences for the revenue 
account.
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The limits refer separately to the maximum and minimum proportions of the 
borrowing portfolio that may mature in each given time period. They have been 
reviewed without change for 2019/20. The minimum amounts have been set at 
0% since, in the long term, one of the objectives of the HRA business plan is to 
repay the debt in full. The maximum limits have been kept at their limits to provide 
flexibility in decision making over appropriate maturity periods for new debt.

Maximum Minimum

Under 12 months 50% 0%

12 months and within 24 months 50% 0%

2 years and within 5 years 50% 0%

5 years and within 10 years 50% 0%

10 years and within 25 years 100% 0%

25 years and within 50 years 50% 0%

(3) Total Principal Sums invested for periods longer than 364 days

The restriction on authorisation of longer-term investments is designed to limit 
the need to seek early redemption in the event of cash flow shortages and the 
possibility of loss that might arise.  
Principal sums invested for more than 364 days At the 

discretion of 
the Section 
151 Officer

9. Proposed Treasury Management Strategy for 2019/20

Taking account of the above position, the Section 151 Officer recommends the following 
strategy for 2019/20:
(1) The overall direction of treasury management strategy will reflect the separation 

of HRA and GF debt (the two pool approach). 
(2) The overall debt and investment position will be managed having regard to the 

Prudential Indicators set by the Council and the treasury indicators set out above.
(3) The Council will invest its monies prudently, considering security first, liquidity 

second and yield last whilst also carefully considering its investment 
counterparties. It will similarly borrow monies prudently to meet the Council’s 
service objectives.

(4) The gross level of borrowing will be maintained below the average Capital 
Financing Requirement for the year.

(5) Surplus funds (with the exception of funds required for liquidity purposes or for 
internal investment) will be invested in accordance with the approved Investment 
Strategy.
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(6) New borrowing will be diversified over a range of maturity periods, including 
short-term (less than one year), having regard to longer-term projections of CFR, 
liquidity considerations and expected movements in interest rates.

(7) Opportunities for rescheduling debt will be kept under continual review according 
to market and other relevant factors.

(8) The treasury management strategy including the investment strategy, will be 
continually reviewed in the light of changing circumstances, including legislation, 
and within the limits set by this Strategy as set out above, the Section 151 Officer 
will exercise his discretion to determine the extent to which surplus funds will be 
used to minimise new borrowing and exposure to external investments.

(9) Nothing in this strategy confers on the Section 151 Officer the authority to enter 
into any derivative or derivative like contract without the permission of the full 
Council.

10. Revisions to the Strategy

A revised Treasury Management Strategy will be prepared and submitted to Full Council 
where the Section 151 Officer considers that circumstances have changed sufficiently 
to require a variation to any of the provisions of this initial strategy as set out in 
paragraph 8 (or the equivalent paragraph in any subsequent revision to the strategy).

Otherwise, the Section 151 Officer is free to work within the limits determined by the 
strategy without reference to Full Council.  They will, however, as a minimum, draw 
attention to any such variation in their mid-year report and annual report on TM activity 
for the year.
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Section 4 – Investment Activities

1. Investments

Section 12 of the Local Government Act 2003 gives a general power to local authorities 
to invest, “(a) for any purpose relevant to its functions under any enactment or (b) for 
the purposes of the prudent management of its financial affairs.”

The Investment Strategy applies only to the temporary external investment of surplus 
funds under Section 12(b).  It does not apply to loans or investments the Council may 
make under any other enactment, e.g. financial assistance on economic development, 
house renovation or well-being grounds.

The strategy has been prepared having regard to statutory guidance given by the 
Secretary of State and to CIPFA’s Treasury Management Code of Practice.  

2. General objective and order of precedence

The general objective is to invest surplus funds prudently.  Accordingly, priority is given 
to (1) security, (2) liquidity and (3) yield, in that order.  The highest rate of return is sought 
only after security and liquidity requirements are satisfied.

Paragraph 3 below deals with security issues, paragraph 4 with liquidity and paragraph 
5 with achieving a satisfactory rate of return.

3. Classes of Investment and counterparty limits

In terms of counterparty inclusion in the strategy, the first deciding factor will be the 
Agency Ratings as outlined in Paragraph (1)(c) and (d). The ratings specified are the 
minimum acceptable to the Council and therefore any counterparty that falls below these 
ratings will not be considered further. Once this assessment is made, Link Asset 
Services’ Credit Policy, as explained below, is applied to determine the maximum length 
of any transaction with each counterparty. This applies to both Specified and Non-
specified investments. In addition to these suggested timings, there will always be an 
appropriate sum held ‘on call’ to ensure that the Council can meet any immediate 
obligations as they arise.  

Investments are classified as follows in the Secretary of State’s guidance:

 “Specified” Investments, which offer high security and high liquidity.  They are 
always denominated in sterling and mature within one year.

 “Non-specified” Investments, which are any other investments approved by the 
authority in its Investment Strategy.

In recognition of the greater potential risk of non-specified investments, the strategy 
accords a higher level of procedural formality to this second class of investment. 
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In the normal course of the Council’s investment activities, both specified and non-
specified investments will be used.  

The Section 151 Officer will continue to make prudent decisions, acting within the 
parameters set out in this investment strategy, enabling the selection of a number of 
high quality counterparties which will be kept under continuous review. 

This Investment Strategy proposes the use of Link Asset Services’ Credit Policy as the 
main measure of counterparty risk. This policy, developed over a number of years, uses 
a variety of ‘stages’ to establish the creditworthiness of an organisation that the Council 
may wish to invest money with. These stages include taking a view of the scores 
allocated by the main Rating Agencies, which is the sole measure previously used by 
the Council. The main difference with this approach however, is rather than a 
counterparty being simply ‘in’ or ‘out’ of the Counterparty List based on their credit rating, 
that risk is also managed with the length of fixed term investments, put simply, an 
investment with a counterparty with a higher perceived risk will only be permitted for a 
shorter period than those with a lower perceived risk. However, there will still be a 
requirement for any counterparty used by the Council, to meet minimum requirements 
before they are permitted on the Counterparty List and even then, it will be at the 
discretion of the Section 151 Officer if they can actually be used. This methodology is 
set out in further detail below.

Link Asset Services’ Creditworthiness methodology uses Sovereign and internationally 
comparable institution-level ratings from all three major rating agencies, namely: Fitch, 
Moody’s and Standard and Poor’s (S&P). Taking account of three agencies’ opinions 
strengthens the methodology generally and allows for a view to be taken even when 
institutions are not fully rated by all three major agencies.    

The methodology is a multi-stage formula based analysis used to accurately predict 
changes to the relative level of counterparty creditworthiness. The methodology has 
been developed and tested over a number of years to give users a solid and consistent 
basis for informing assessments around potential counterparty credit risk. 

Stage 1 – Macroeconomic assessment 

A view is taken regarding whether certain institutions or countries should be excluded 
from analysis on the grounds of wider research that indicates unacceptable credit risk. 

Stage 2 – Sovereign rating assessment 

Although implied sovereign support is no longer factored into credit ratings as a result 
of changes in the regulatory environment Link believe that some consideration should 
be given to the strength of the sovereign in an effective creditworthiness methodology.

If the sovereign rating is below a minimum standard, then it is sufficient for that sovereign 
and its associated institutions to be removed from consideration for inclusion on the 
counterparty list. 
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Stage 3 – Core credit assessment (unadjusted score) 

Credit rating feeds from Fitch, Moody’s and S&P deliver the rating data used for the first 
cut of the formula-based assessment. Ratings from the three main agencies are 
internationally comparable ratings ensuring consistency across countries. Depending 
on the score, the entity is assigned a Suggested Duration. This suggested duration may 
be adjusted by subsequent steps of the methodology. 

Stage 4 – Watch and Outlook adjusted assessment (W/O adjusted score) 

The Link Asset Services Rating Methodology also takes into account negative and 
positive rating Watches and Outlooks, by adding and subtracting points to the core credit 
assessment scores of institutions. 

Stage 5 – Credit Default Swap (CDS) adjusted assessment (CDS adjusted assessment) 

CDS spreads are a derivative in which the credit exposure within a transaction is 
transferred from one party to another. In the event of a default, the seller would need to 
compensate the purchaser and this is priced into the transaction. CDS spreads therefore 
reflect the up-to-date market perception relating to an entity’s credit quality. A 
benchmark CDS index which measures the “average” level of the most liquid European 
financial CDS spreads in the market. 

Using CDS spread an institution can be classified as ‘in range’, ‘monitoring’ or ‘out of 
range’. Dependent on their CDS spread score compared to market averages, a 
‘monitoring’ score would lead to a lowered total and an ‘out of range’ score, leading to 
removal from the lending list.

The result of this activity is that each of the Counterparties that meets the Council’s 
minimum requirements is graded with a suggested maximum investment term. This 
grading is colour coded and takes the following form:

Yellow – 60 Months

Purple – 24 Months

Blue – 12 Months

Orange – 12 Months

Red – 6 Months

Green – 100 Days

Within the above grading, Blue is used for UK nationalised or part nationalised financial 
institutions and Yellow is for Government related/guaranteed entities, such as other 
local authorities and Debt Management Office.
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(1) Specified Investments

Deposits may be made with institutions in any of the following categories all of 
which are designated in the guidance as appropriate for the making of specified 
investments:
(a) the UK Government (via the Debt Management Office)
(b) a local authority
(c) any Money Market Fund of high credit quality 
(d) any other body of high credit quality 

Deposits must be in sterling and may be placed in category (a) without limit and 
in categories (b), (c) and (d) may not exceed £5 million at any time, with the 
exception of the circumstances is outlined in Paragraph 4.

The Section 151 Officer defines “high credit quality” as satisfying certain 
conditions at the time the deposit is made.  The starting point is the institution’s 
Credit Rating, assessed as described below.  Normally, no institution failing the 
Credit Rating test will appear on the Council’s approved list.  However, the 
Section 151 Officer, or staff approved by him under delegated arrangements for 
this purpose, will also have regard to other information concerning the institution, 
actual or speculative, reasonably available to him at the time.  Taking all relevant 
information into account, an institution that passes the Credit Rating test could 
be removed from the list and it is possible an institution that failed the test could 
be promoted to the list on grounds of more positive information.

The Credit Rating test applied in 2019/20 would require an institution to meet 
each of the following levels of rating by Fitch Ratings Limited, Moody’s Ratings 
and Standard and Poor’s (S&P), or higher.  If the institution does not meet all the 
criteria from all three agencies, it will fail the test.  All ratings must be institution 
specific, i.e. an institution cannot rely on its parent institution’s ratings if its own 
ratings do not meet the criteria. Only when these conditions are met will the timing 
criteria be applied.

An explanation of the ratings of each agency is provided in the Appendix to this 
document:

Fitch Moody’s S&P
(c)     Any Money Market Fund
Long term Issuer Default rating AAA Aaa AAA

(d)     Any other body
Long term Issuer Default rating BBB+ A2 BBB+
Short term Issuer Default rating F2 P-1 A-2

The Section 151 Officer will maintain a list of institutions in categories (c) and (d) 
that meet the ‘high credit quality’ conditions and will make deposits only with 
those on the current list. The list may include rated building societies where they 
meet the criteria of specified investment, i.e. denominated in sterling, with a 
maturity of less than one year and in possession of a high credit rating from the 
agencies.
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The Section 151 Officer’s advisers constantly monitor credit ratings and other 
relevant information and advise him as soon as there is a change.  When the 
credit rating of a listed institution moves below the minimum profile, other 
information will be consulted and a decision made as to removal or not from the 
approved list.  Where an institution is removed, any existing deposits will run to 
maturity, except where they are repayable “at call”, in which case they will be 
called back immediately for same or next business day value.

(e) Money Market Funds

January 2019 will see the completion of all Money Market Funds needing to be 
compliant with the Money Market Fund Regulation, a new EU Directive. The main 
change will be the removal of the Constant Net Asset Value (CNAV) 
categorisation, apart from some Funds that deal specifically with public debt. The 
closest of the new categories to CNAV will be Low Volatility Net Asset Value 
(LVNAV). The main difference with LVNAV is that the fund is permitted to 
maintain a constant dealing NAV provided that certain criteria are met, including 
that the market NAV of the Fund does not deviate from the dealing NAV by more 
than 20 basis points (bps). This is a more stringent approach, as currently on a 
CNAV Fund they have a 50bps collar. 

All of the MMFs in the counterparty list are currently CNAV, but there is no 
evidence to date to suggest that switching to LVNAV products will expose the 
Council to a greater financial risk. As long as these products continue to meet the 
requirements for investment as set out in this strategy, the Section 151 Officer 
will take a view, taking appropriate advice where necessary, as their suitability 
for inclusion on the counterparty list in the future.

(2) Non-Specified investments

Subject to the conditions prescribed below, deposits may be made with 
institutions in the following categories, as non-specified investments:

(e) a building society with assets valued in excess of £5 billion
The total of deposits with any one building society in this category may not 
exceed £3 million at any time.
The Council’s criteria for selecting appropriate building societies (except rated 
institutions which must meet the requirements of a specified investment) relate 
first to their asset base and secondly to the application of Link Asset Services’ 
Credit Policy. 

The credit standing of the Building Society sector relies on the high degree of 
probity within building societies, the quality of their assets and the regulatory 
system put in place by the Building Societies Act 1986 and carried out by the 
Financial Conduct Authority.  This being the case, their asset base is considered 
a more appropriate measure of credit worthiness than credit ratings.  Indeed, 
many building societies of good standing have chosen not to apply for credit 
rating.  Accordingly, the Council will treat all investments with building societies 
which do not have a rating in the category as “non-specified investments”. 
Where the institution is rated by all three agencies it is treated as a “specified 



90

14. Capital and Investment Strategy 2019/20
al Council

investment”, and the basis of selection will be in accordance with the criteria 
applied for specified investments, provided it meets the minimum asset base of 
£5 bn.

In the same way however as is described for assessing the credit quality of 
institutions in categories (c) and (d) above, a society in category (e) could be 
removed from the list on the basis of adverse information and a society with a 
lower asset base could be promoted to the list on the grounds of more positive 
information.  Relevant information may include credit ratings, where available, 
and appropriate enquiries shall be made.

The asset values applicable to building societies will be reviewed at least once 
each financial year using valuations published in the latest edition of the Building 
Societies Association Factsheet or an equivalent publication.

The Section 151 Officer will maintain a list of institutions approved in this 
category that meet these conditions and will make deposits only with those on 
the current list.

(f) the Council’s own bank
As of 1 April 2019 the Council will be transferring its core banking services to 
Lloyds. Part of this change has required a review of the arrangements for 
consolidating account balances at the end of each day. Whereas the previous 
provider offered a ‘sweep’ arrangement, where individual account balances 
were reduced or topped up to an agreed level using the Special Interest Bearing 
Account (SIBA), Lloyds are proposing to pay interest on the combined balances 
across the suite of accounts operated by the Council. 
This provides an opportunity to ensure that the investment activities of the 
Councils bank can be separated from the day to day banking activities. 
Therefore any balances held in the accounts of the Council, to an amount not 
exceeding £2.5 million, will no longer be included in the balance that may be 
used for investment purposes. The appropriate investment balance (as 
prescribed by this strategy) will be included in the Counterparty list and will be 
used at the discretion of the section 151 officer, in line with all other 
counterparties.
In the case where:

 the Council’s own bank fails the Credit Rating test described in paragraph 
(1) above, 

 no overriding information is available to the Section 151 Officer that 
satisfies him or his delegated staff as to the high credit quality of the bank, 
and

 it is not possible on a particular day to place funds with an institution in 
any of the categories (a) to (e)

the funds held at the Council’s own bank should be minimised and the Section 
151 Officer should be informed daily on the position.
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Should the total of deposits with the Council’s bank in this category at any time 
exceed £2.5 million, the Section 151 Officer shall be informed immediately, with 
the exception of the circumstances outlined in Paragraph 4.

(g) Property funds
The Council may invest in property funds meeting the minimum criteria as 
advised by the Council’s Treasury Advisors (Link Asset Services), and with the 
approval of the Section 151 officer.
Property funds are a vehicle for investing funds and diversifying investments. 
Property funds should be seen as a medium to long term investment to ensure 
that the full benefit of the return is seen, and to also ensure that any entry and 
exit costs are covered over the life of the investment.  Any fund of this nature 
incurs costs, and these vary depending on the type of fund.  Property funds can 
provide a regular return on the initial investment amount.
In addition to this the market value of the properties and the unit price held by the 
Council can fluctuate.  The unit price can fluctuate upwards as well as downwards 
and variations between purchase price and latest valuation at the 31 March or 
date of sale do need to be reflected in the Council’s accounts.
The use of these instruments can be deemed to be capital expenditure, and as 
such will be an application (spending) of capital resources.  This Council will seek 
guidance on the status of any fund it may consider using to ensure that this is not 
the case.
Such investments shall not exceed £5 million at any given time. 
The council’s approach to property investment does not currently include the use 
of property funds rather direct investment is made under the Commercial Asset 
Acquisition Strategy (See ‘Other Capital Expenditure’ above)

(h)UK Government Gilts and Bills
A gilt is a UK Government liability in sterling, issued by HM Treasury and listed 
on the London Stock Exchange. The term “gilt” or “gilt-edged security” is a 
reference to the primary characteristic of gilts as an investment: their security. 
This is a reflection of the fact that the British Government has never failed to 
make interest or principal payments on gilts as they fall due. Treasury Bills are 
bearer Government Securities representing a charge on the Consolidated Fund 
of the UK issued in minimum denominations of £5,000 at a discount to their face 
value for any period not exceeding one year. Although they are usually issued 
for 3 month (91 days), on occasion they have been issued for 28 days, 63 days 
and 182 days.
Such investments shall not exceed £5 million at any given time.

(3) Longer-term deposits

Deposits and investments will be made for periods longer than twelve months 
only in instances where the yield is sufficiently high and the investment will not 
compromise the liquidity position of the Council. Such investments will only be 
made with the express approval of the S151 Officer.
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(4) All non-specified investments

Subject to the limits on individual institutions and on the liquidity requirements set 
out in paragraph 4, it is permissible to have 100% of total deposits held in non-
specified investments.

Additional categories may only be added to the list of non-specified investments 
following the procedure set down in paragraph 10 below, and following an 
assessment of the risks to the security of the Council’s funds.

4. Liquidity

The Council will carefully plan and monitor its principal cash flows in order to predict 
shortages or surpluses for up to twelve months ahead.  The forecast will be more 
detailed for the immediate period ahead and will be continuously monitored and updated 
as new information becomes available.  The Section 151 Officer will ensure, under 
delegated arrangements approved by him, that borrowings, investments and other cash 
flows are managed to ensure there is appropriate operational liquidity, i.e. that there is 
sufficient access to funds through borrowing and investments to enable the Council to 
meet its liabilities as they fall due. Due to the uncertainties of some cash flows, there 
are occasions when, overnight, the balance held in the Councils bank accounts may 
exceed £2.5 million by a small amount, with this surplus being reinvested, if not required, 
the following day. 

The maximum periods for which funds may be prudently invested will be determined at 
all times by reference to the cash flow forecast. An agreed amount will always be kept 
‘on call’ (available on the same day) to deal with any unforeseen cash flow pressures.

It is desirable from time to time to ‘forward deal’.  This involves committing to the terms 
of a future investment now rather than waiting until the date when the funds are expected 
to become available and taking whatever the market has on offer at that time.  This may 
be useful in a number of ways, for example:

 a few days ahead of a significant cash receipt to ensure effective use of 
funds on the day
 in connection with a restructuring of debt to accommodate temporary cash 
differences on the day
 to lock in to today’s favourable interest rates when the market is predicted 
to fall.

In all these cases, it is possible that liquidity is compromised if the cash flow projections 
on which the deal is based do not materialise when the time comes to transfer funds.

Having regard to the effectiveness of cash flow forecasting and the flexibility to adjust 
other cash flows to accommodate most variances as they happen, the Section 151 
Officer considers that Officers should be permitted the flexibility to deal forward for 
periods up to three months, subject to approval under an internal delegation scheme.  
All forward dealing is subject to the constraints and limits put in place by the other 
provisions of the Treasury Management Strategy.
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For the purpose of defining the term of an investment, it will be regarded as commencing 
on the date that the commitment is entered into, rather than the date on which the funds 
are paid over to the counterparty.  This would prevent, for example, a twelve-month 
fixed deposit being dealt in advance (as the term would extend over more than twelve 
months), whereas a six-month fixed deposit dealt three months in advance would be 
acceptable.

5. Yield (i.e. Return on Investments)

Investments made where the return generated by the instrument may involve changes 
in the value of the principal sum will be carefully managed.

The strategy for realising a return on investments, having regard to the levels of surplus 
cash available, the climate for interest rates and other factors, is dealt with in the annual 
Treasury Management Strategy (Enclosure No. 2).

6. Investment Consultants

Accessing suitable sources of information, especially in relation to credit risk, are 
essential elements of an effective TM operation.  The Section 151 Officer retains the 
services of specialist advisers for this purpose, as well as advice on borrowing, 
regulation and other technical aspects of capital finance.  The quality of the service is 
controlled through regular monitoring and feedback, as well as through dialogue at 
quarterly review meetings.

In relation to investments, the Council receives regular economic advice including 
interest rate forecasts, a weekly and monthly newsletter, a regularly updated diary of 
events affecting the money markets, technical advice on the TM Code of Practice and 
the CLG statutory guidance as well as money market practice, assistance with 
formulation of the Investment Strategy, the Treasury Management Strategy and the 
Annual TM Report, access to their website, which provides a comprehensive source of 
information and occasional technical papers, guidance on investment strategy and in 
response to ad hoc queries, and a constant review of credit ratings tailored to the 
Council’s lending criteria as approved in its Investment Strategy for the year.  Training 
courses for staff are available as well as regular seminars on topical issues.

Whilst a constructive and transparent partnership is encouraged, it is explicit in the 
relationship that the service provider acts only as adviser and the Council and its Officers 
are responsible for all decisions taken.

7. MIFID II

On 3 January 2018 a revised version of the Markets in Financial Instruments Directive 
(or MIFID II) came into force. Although a lengthy and complex piece of legislation, the 
effect on the Council is relatively straight-forward. At commencement, the Council was 
automatically enrolled into the regulations as a ‘Retail’ client. This gave the Council 
some protections in its investment decision-making, but also imposed some restrictions 
in activity, such as not being able to invest in Money Market Funds. 
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The Council had the option opt-up to the next highest client level, known as 
‘Professional’ but it needed to meet certain criteria for this option to become effective. 
The Council was able to meet all of these tests and are therefore considered by all the 
Counterparties and their brokers to be a Professional Client.

8. Investment Training

Training for Members will continue to be provided and will build upon that delivered 
during 2018/19. Officer training will focus on need with the level and type of training 
provided being dependent upon the role that any particular officer plays within the TM 
function.

9. Investment of Money Borrowed in Advance of Need

The Secretary of State recommends in his statutory guidance that the strategy should 
state the authority’s policies on investing money borrowed in advance of spending 
needs.

It is clear from paragraph 8(c) of the Treasury Management Strategy that average 
weighted gross borrowing will be maintained below the Capital Financing Requirement 
(CFR), which is the defined by the Prudential Code as the authority’s underlying need 
to borrow.  Any external investments are the result of normal cash flow management, 
with borrowing remaining below the level of the need to spend.

Revised statutory guidance on local government investments reiterates that local 
authorities should not borrow in advance of their needs. This is point is made particularly 
in respect of borrowing to fund commercial activities or commercial property. Setting 
aside any discussion of whether this is actually borrowing in advance of need such 
expenditure is classified by the statutory framework as capital expenditure (i.e. it 
increases the council’s capital financing requirement) and is, therefore, eligible to be 
funded by borrowing. Currently all such commercial activity has been financed from 
existing cash balances but this is likely to change as a) those cash balances are required 
for other purposes and b) as such activity increases. The Section 151 Officer in 
proposing to continue with this strategy has taken into account advice from investment 
advisers and legal advice but a source of comfort can also be found in statement issued 
by the Chief Executive of CIPFA and the Chair of the CIPFA Treasury and Capital 
Management Panel in October 2018. In that statement they state

‘CIPFA considers that where the scale of commercial investments including property 
are not proportionate to the resources of the authority, that this is unlikely to be 
consistent with the requirements of the Prudential Code and the Treasury Management 
Code’

The Section 151 Officer considers that the forecast level of borrowing for these purposes 
(essentially for the purposes of purchasing commercial property though also including 
investment in Sempra Homes) is not disproportionate to the resources of the authority. 
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10. Additional measures to reflect current market conditions

On 23 June 2016 the United Kingdom voted to leave the European Union following a 
Referendum on the issue. Officers have, and will continue to assess the impact of this 
on treasury management activities as the actual leave date of 29 March 2019 
approaches. To date, it is only where the implications of the UK’s withdrawal from the 
EU  have had an effect on the wider economy, that this has had a subsequent effect on 
the treasury function, for example, on investment rates. The situation remains fluid and, 
as such, so will the approach to debt and investment management as permitted by this 
strategy. There are numerous possible ways in which the nature of the exit from the EU 
could affect markets. This position continues to be monitored, however the delegation 
in place within the 2019/20 Strategy should provide sufficient authority to the Section 
151 Officer to react to these changing circumstances quickly and appropriately as 
required.

11. Revisions to the Strategy

It is recommended that the Section 151 Officer is free to work within the limits 
determined by the strategy without reference to Full Council, following the lifting of 
restrictions, including taking action on his own initiative at any time to restrict further the 
provisions of the strategy and to subsequently lift such restrictions.  He will however, as 
a minimum, draw attention to any such action in his mid-year report and annual report 
on TM activity for the year.
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Credit Ratings – Summary Definitions Appendix

Long-term Issuer Default rating

This rating measures the ability of a financial institution to meet all of its most senior financial 
obligations on a timely basis over the term of the obligation.  It is therefore effectively a 
benchmark for rating institutions’ probability of default.

 For Fitch ratings: the top end of the scale is AAA (the lowest expectation of credit 
risk) and ranges down to D (where the institution is in default and the potential for 
recovery of funds in minimal).
 For Moody’s ratings: the top end of the scale is Aaa (highest quality with minimal 
credit risk) and the lowest related class is C (where the institution is in default and the 
potential recovery is minimal).
 For Standard & Poor’s ratings: the top end is AAA (the lowest expectation of 
credit risk) and the lowest class is D (where the institution is in payment default).

Short-term Issuer Default rating

This rating is based on the liquidity profile of the institution and relates to its ongoing capacity 
to meet financial obligations within a relatively short time horizon (normally less than 13 
months).

 For Fitch ratings: the scale ranges from F1 (highest) to D (actual or imminent 
payment default)
 For Moody’s ratings: the scale is from P-1 (highest, where the institution has the 
superior ability to repay short-term obligations) to P-3 (the lower end of ability to repay 
short-term obligations).
 For Standard & Poor’s ratings: the scale is A-1 (highest) to D (imminent default 
in payment)

Individual (Fitch), Strength (Moody’s)

These ratings are assigned only to banks and assess how a bank would be viewed if it were 
entirely independent. Capita have advised that this “standalone” rating be removed as the 
exclusion of sovereign status from the institutions has adversely affected the rating but does 
not represent any intrinsic change. 

 Fitch ratings: The principal factors assessed are balance sheet integrity and 
profitability.  The range is from A (a very strong bank) to F (bank has defaulted or would 
have defaulted without external support).
 Moody’s ratings: range from A (strong intrinsic financial strength) to E– (in serious 
difficulty).
 Standard and Poor’s have no ratings criteria for this. 

Capita will continue to publish these ratings, it is however intended to use the results of these 
to inform investment decisions, rather than dictate them.
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Section 5 – Minimum Revenue Provision

Regulations require local authorities to make “prudent provision” for the repayment of debt.  
Statutory guidance was issued by the Secretary of State in 2008 and updated in 2018 
concerning the “minimum revenue provision” (MRP), which is the minimum amount authorities 
are now required to set aside from revenue each year for this purpose.  Authorities are free to 
set aside a greater amount than MRP, from revenue or capital resources.

Instead of a fixed statutory calculation as in the past, authorities now have options for 
calculating MRP, and in line with other regulatory requirements relating to debt (e.g. the 
Prudential Indicators), a “statement” setting out its policy on making MRP is required to be 
adopted by Full Council prior to the commencement of each financial year.  The MRP statement 
may be amended by Full Council at any time before the end of the relevant financial year.

The measure of an authority’s debt for this purpose is the “Capital Financing Requirement” 
(CFR), which is defined in the Prudential Code.  This is the cumulative amount of capital 
expenditure that has not yet been financed from capital resources (e.g. capital receipts, grants 
and contributions, or from revenue or other reserves).  It therefore represents the value of the 
authority's outstanding borrowing (including internal borrowing from existing cash resources) 
and other sources of credit, such as finance leasing at any time.

The CFR is divided into two parts according to whether the capital shortfall relates to Housing 
Revenue Account (HRA) expenditure or General Fund expenditure.  

General Fund Minimum Revenue Provision Policy

As regards General Fund debt, three options are now offered that the government considers 
would satisfy the requirement to make a prudent provision for the repayment of debt:

 Option 1 (the “regulatory method”)
Authorities may provide for debt repayment at the rate of 4% of the opening General 
Fund CFR for the year.  This option is available however only for expenditure incurred 
prior to 1st April 2008 (or for future expenditure supported by government subsidy, if 
any).

 Option 2  (the “asset life method”)
This option is available for all General Fund debt, including debt relating to expenditure 
incurred before April 2008.  MRP is calculated according to the estimated life of the 
asset on which the relevant expenditure was incurred.  An equal amount of debt is 
charged to revenue each year of asset life, commencing with the year following the year 
the expenditure was incurred (or the year following the asset coming into operation, if 
later).

There are different rules for special cases.  In the case of expenditure financed from 
leasing, the principal repayment inherent in the lease may be used.  There are also 
options for using an annuity approach in appropriate cases.  For expenditure that cannot 
properly have an asset life attributed to it (e.g. freehold land), or expenditure unrelated 
to a capital asset (e.g. grants for capital work by others), the guidance prescribes certain 
maximum life assumptions. 
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 Option 3 (the “depreciation method”)

This option is effectively the same as Option 2. 
 

In addition to those suggested above, the Council can make an alternative provision as 
long as this provision remains prudent. One of the options that is widely used is the Annuity 
Method. This method charges more of the interest and therefore less of the principle in the 
early years, which equalises at the halfway stage and then reverses for the later years of the 
asset life. This better reflects the way that assets generally ‘wear out’ with a slower start and 
greater deterioration at the end of the asset life. This is the method that the Council uses.

MRP for Investment Properties

In order to determine an appropriate method for calculating MRP it is beneficial to look at the 
basic principles of accounting for such assets. These are

1) An asset can only be accounted for as an investment property (this class of asset is 
limited to land and buildings only) if it is held solely to earn rentals or for capital 
appreciation or both.

2) Costs incurred in acquiring, constructing and enhancing such a property qualify to be 
capital expenditure (and can, therefore, be funded by borrowing). Such acquisitions will 
increase the capital financing requirement.

3) The sale proceeds generated by the disposal of the asset will be capital receipts.
4) Such an asset will initially be valued at cost and subsequently at fair value.
5) Such assets are not depreciated.
6) Gains or losses arising from changes in the fair value of such a property are recognised 

in the revenue account.
7) Statutory arrangements require that such gains or losses are reversed out of the 

revenue account to the Capital Adjustment Account effectively meaning that they are 
not recognised until such time as the asset is disposed of.

The asset life method would not be suitable for calculating MRP on such properties. They are 
being held for both rental income and capital appreciation purposes and, in theory, would 
generate a sufficient amount on disposal to repay any borrowing undertaken to finance their 
acquisition. To set aside an MRP each year in such circumstances would be over-prudent.

The guidance from the Secretary of State includes as an option the depreciation method. 
Essentially, the MRP chargeable would be equivalent to the depreciation charge in any year 
for the underlying asset. As has already been established there is no requirement to depreciate 
investment properties so there would be no MRP chargeable under this method. However, the 
guidance also states that the MRP charge under the depreciation method ‘should include any 
amount for impairment chargeable to’ revenue. This recognises that charges to revenue can 
arise from changes in fair value not by depreciation.

Recognising such impairments as MRP is, however, problematic. The accounting requirements 
recognise that fair values can rise as well as fall and provide for both impairments and 
revaluation gains to be recognised in the revenue account. The statutory adjustment that 
authorities are required to make applies to both impairments and revaluation gains. To simply 
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follow the guidance as written would mean that revaluation gains are ignored but impairments 
are charged as MRP (despite the fact that an impairment may be the reversal of revaluation 
gains from previous years). To recognise an impairment in full at the point that it arises also 
ignores the long term nature of such investments where such reductions in value can be 
reversed over the period that the asset is held (although the opposite position is just as 
possible).

In addition an impairment does not necessarily affect the revenue generating potential of an 
asset. Rents are, in general, fixed for periods of time and a downturn in the property market 
would not immediately affect those rents. To recognise an impairment in full in one year ignores 
this position.

Solution

Adopting a position where an impairment is not recognised would not be prudent but simply 
following the guidance (or using the asset life method) would be over-prudent. The proposal 
on MRP for investment properties is, therefore, that

a. Impairments that are the reversal of previous revaluation gains will NOT be 
recognised as MRP.

b. Impairments that are not the reversal of previous revaluation gains (i.e. the 
revised value of the asset as a result of the impairment is less than the initial cost 
of the asset) will be recognised in MRP over the estimated useful life of the asset 
(as determined at the time of acquisition).

c. If a subsequent valuation takes the carrying value above the initial cost less MRP 
provided to date then MRP would cease. The trigger for resuming MRP would be 
an impairment that takes the carrying value below the sum of initial cost less MRP 
provided to the date of the upward revaluation.

In addition should an investment property be disposed of the capital receipt generated will be 
used to repay any debt held against the asset. To the extent that any sale proceeds do not 
cover the outstanding loan, that a one off MRP would be ande at the time for the difference or 
that MRP would contune to de calculated on the remaining difference over the life of the original 
loan.

To effectively implement this approach such assets will be subject to annual valuations.
The following MRP policy is recommended for adoption for 2019/20.  It is consistent with the 
basis on which the budget for 2019/20 and the financial forecast to 2022/23 have been 
prepared.  

General Fund Minimum Revenue Provision Policy Statement
It is recommended that Minimum Revenue Provision in respect of 2018/19 be determined in 
accordance with the following policy:

(1) In respect of all non-housing capital expenditure incurred before 1 April 2008 or which 
from April 2008 will be supported non-housing capital expenditure the regulatory 
method.
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(2) In respect of investment properties acquired on or after 1 April 2017 the depreciation 

method modified such that

1. Impairments that are the reversal of previous revaluation gains it is calculated as 
outlined above such that

2. Impairments that are not the reversal of previous revaluation gains (i.e. the 
revised value of the asset as a result of the impairment is less than the initial cost 
of the asset) will be recognised in MRP over the estimated useful life of the asset 
(as determined at the time of acquisition).

3. If a subsequent valuation takes the carrying value above the initial cost less MRP 
provided to date then MRP would cease. The trigger for resuming MRP would be 
an impairment that takes the carrying value below the sum of initial cost less MRP 
provided to the date of the upward revaluation.

(3) In respect of loans made to third parties for capital purposes no MRP will be made 
except if the value of the loan is impaired in which case MRP will be made to the value 
of that impairment in equal instalments over the remaining life of the loan.

(4) For assets acquired under finance leases the principal repayment inherent in the lease 
will be used as the basis for MRP in respect of those assets.

(5) In respect of all other unsupported non-housing capital expenditure incurred on or after 
1 April 2008, the asset life method on an annuity basis will be used. 

(6) The Section 151 Officer has the discretion to alter this approach should circumstances 
dictate provided that the overall level of MRP charged in any given year remains prudent 
and that any such changes are reported to Members in the Outturn report for the 
relevant year. 

The approach recommended in (2) above does not fully meet the revised Guidance issued in 
2018. However the method as outlined, does provide for a prudent provision and therefore 
meets the wider objective of ensuring that any future refinancing requirement can be met, while 
not overburdening the current tax payer.

HRA Minimum Revenue Provision Policy Statement

There is no statutory requirement to make a MRP in the HRA. There is, therefore, no 
requirement to follow the CLG Guidance when considering an appropriate provision for the 
HRA. It is, therefore, proposed that revenue provision for the repayment of debt in the HRA is 
determined during the budget process and takes into account the revenue and capital 
resources available for such provision after the priorities of the Medium Term Financial Strategy 
have been taken into account.
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Section 6 – Prudential Indicators

Indicators for Prudence

Estimates of capital expenditure 

The local authority will make reasonable estimates of the total of capital expenditure that it 
plans to incur during the forthcoming financial year and at least the following two financial 
years. These prudential indicators will be referred to as estimates of capital expenditure and 
shall be expressed in the following manner: 

Estimate of total capital expenditure to be incurred in years 1, 2 and 3

Estimates of capital financing requirement 

The local authority will make reasonable estimates of the total capital financing requirement at 
the end of the forthcoming financial year and the following two years. These prudential 
indicators will be referred to as the estimates of capital financing requirement and shall be 
expressed as follows: 

Estimate of capital financing requirement as at the end of years 1, 2 and 3

Indicators for External Debt

Authorised limit 

The local authority will set for the forthcoming financial year and the following two financial 
years an authorised limit for its total gross external debt, separately identifying borrowing from 
other long-term liabilities. This prudential indicator will be referred to as the authorised limit and 
shall be expressed in the following manner: 

Authorised limit for external debt = authorised limit for borrowing + authorised limit for other 
long-term liabilities for years 1, 2 and 3 

Operational boundary 

The local authority will also set for the forthcoming financial year and the following two financial 
years an operational boundary for its total external debt, excluding investments, separately 
identifying borrowing from other long-term liabilities. This prudential indicator will be referred to 
as the operational boundary and shall be expressed in the following manner: 

Operational boundary for external debt = operational boundary for borrowing + operational 
boundary for other long-term liabilities for years 1, 2 and 3

Gross debt and the capital financing requirement 

In order to ensure that over the medium term debt will only be for a capital purpose, the local 
authority should ensure that debt does not, except in the short term, exceed the total of capital 
financing requirement in the preceding year plus the estimates of any additional capital 
financing requirement for the current and next two financial years. If in any of these years there 
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is a reduction in the capital financing requirement, this reduction is ignored in estimating the 
cumulative increase in the capital financing requirement which is used for comparison with 
gross external debt. This is a key indicator of prudence. This prudential indicator will be referred 
to as gross debt and the capital financing requirement. Where the gross debt is greater than 
the capital financing requirement the reasons for this should be clearly stated in the annual 
treasury management strategy.

Indicators for Affordability

Estimates of financing costs to net revenue stream 

As a minimum, the local authority will estimate for the forthcoming financial year and the 
following two financial years the proportion of financing costs to net revenue stream. This 
prudential indicator shall be referred to as estimates of the proportion of financing costs to net 
revenue stream and shall be expressed in the following manner: 

Estimate of financing costs ÷ estimate of net revenue stream x 100% for years 1, 2 and 3

All of these Prudential Indicators are presented below.
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Appendix

Prudential Indicators

 2018/19 2019/20 2020/21 2021/22 2022/23
 £'000 £'000 £'000 £'000 £'000
      
Estimates of Capital Expenditure      
General Fund 1,477 12,502 1,337 1,640 1,337
HRA 25,543 27,914 31,135 25,446 24,628
Total 27,020 40,416 32,472 27,086 25,965
  
Estimate of Capital Financing 
Requirement  
General Fund 115,585 158,920 182,014 195,276 194,917
HRA 203,903 203,827 203,753 203,682 203,623
Total 319,488 362,747 385,767 398,958 398,540
  
External Debt  
Authorised Limit 425,000 475,000 475,000 475,000 475,000
Operational Boundary 325,000 375,000 375,000 375,000 375,000
  
Estimate of Financing Cost to Net 
Revenue Stream  
General Fund 12% 17% 25% 27% 24%
HRA 17% 14% 13% 14% 13%
Total 16% 15% 17% 18% 17%
  
Estimate of Financing Cost to Gross 
Expenditure 10% 11% 11% 13% 12%
  
Gross Debt and the Capital Financing 
Requirement  
Estimated Gross Debt 267,757 285,153 336,647 341,397 348,397
Capital Financing Requirement (CFR) 319,488 362,747 385,767 398,958 398,540
CFR + Following 2 Years Increases 398,958 398,540 398,207 397,866 397,491
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Section 7 – Funding Framework

Introduction

Key elements of the Council’s transformation and financing strategy include asset 
management activity that embraces both effective management of existing assets and 
acquisition of new ones, the delivery of a programme of commercial activity and the 
development of key income streams.

To deliver this strategy the Council will be engaging in activities that will require the provision 
of significant capital sums for investment purposes. Although the Council holds a significant 
level of cash at present this will not persist for the length of time required when engaging in 
activity of a long term nature such as is proposed here. 

The sums required will be borrowed from the Public Works Loans Board (PWLB) (as dictated 
by the overall cash position of the Council) in the expectation that the activities they are 
invested in will generate returns (in either financial terms or in terms of the Corporate Plan 
benefits realised) in excess of the cost of borrowing. It is considered necessary and appropriate 
to have an overarching funding framework within which the financial risks of such activity can 
be managed as a whole.

Proposed Activity

The types of activity covered by this framework include (but are not necessarily limited to):

1) The development of housing through Sempra Homes Ltd
2) The acquisition of commercial assets (both inside and outside the Borough) for 
the sole purpose of generating a return
3) The acquisition of assets or the funding of activities to support regeneration 
activities in the Borough (e.g. in line with the Council’s Strategic Asset Acquisition 
Strategy and to support the delivery of any development opportunities for East Square 
in Basildon town centre).
4) The provision of loans to third parties to facilitate the delivery of the third party’s 
objectives where these are complementary to the Council’s role as a community leader 
and reflect objectives set out in the Corporate Plan while generating a return for the 
Council.

Each of these activities (and individual projects within the activity) will be subject to robust 
option appraisal and subsequent approval by Members (or within delegated authority 
arrangements as appropriate) but those decisions will be made within the context of this 
funding framework to ensure that the financial risks of such activity can be managed as a 
whole.

Governance

It is imperative that Members are fully aware of all activity taking place under this framework, 
that they are fully informed of and involved as appropriate in decision making and that they are 
up-to-date with the financial metrics (e.g. return on investment, absolute level of borrowing, 
current market valuation of assets, risk and opportunity register) of the activity. To this end, the 
following arrangements have been out in place
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 All purchase decisions under the commercial asset acquisition strategy are subject to 
the application of a member agreed assessment matrix and the approval processes 
approved by Policy, Oversight and Scrutiny Committee (Min No. 2018/747)28. 

 Corporate Resources Committee is responsible for approving strategic (as opposed to 
commercial) acquisitions for recommendation to Full Council.

 The activity of Sempra Homes is reported to the Housing Committee at least annually.
 The Council’s representative attends all Sempra board meetings

Treasury Management Implications

The Council’s treasury management activities are strictly regulated by statutory requirements 
and professional codes of practice, which require authorities to set local parameters for their 
Officers to work within.  This Council has adopted the CIPFA Code of Practice on Treasury 
Management in the Public Services and as required by the Code, has an approved Treasury 
Management Policy Statement and associated practice statements. Borrowing for the 
purposes set out in this framework falls under these requirements and appropriate adjustments 
will be required to the treasury management strategy and prudential indicators as projects and 
activities are approved for delivery.

The investment of sums borrowed under this framework for the purposes identified does not 
fall within treasury management activity but, in the main, for decision making, reporting and 
accounting purposes, is considered to be capital expenditure. Appropriate adjustments will 
therefore be required to the Council’s capital programme as projects and activities are 
approved for delivery.

Except where the investments proposed under this framework are solely for the purpose of 
regeneration activities (where the minimum revenue provision will be made on the normal asset 
life basis) minimum revenue provision will only be provided as set out in the MRP policy. This 
is because the repayment of any loan made or the disposal of the asset acquired will provide 
the funding to repay the related borrowing. Should the circumstances arise where it is 
considered that the realisation of the value of the asset will not yield sufficient funding to repay 
the related borrowing then an appropriate charge would be made to revenue to cover this cost 
as provided for in the accounting Code of Practice. The likelihood of this occurring will be 
robustly assessed at the option appraisal stage i.e. before any proposal is brought forward for 
approval. The Minimum Revenue Provision Policy has been amended to reflect this approach.

Conclusion

To be able to manage the significant forecast budget gaps and minimise the impact of any 
erosion in service levels the Council needs to explore and implement innovative ways of 
generating income. Such activity will involve an increase in the level of borrowing that the 
Council holds but this will only be undertaken in cases where an appropriate level of return is 
expected. The proposed governance arrangements are intended to both place Members within 
the tactical decision-making process for such activity and to ensure that all Members are kept 
up-to-date on activity in this area.

28 http://www.basildonmeetings.info/documents/s100447/Commercial%20Strategy.pdf 

http://www.basildonmeetings.info/documents/s100447/Commercial%20Strategy.pdf
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15  Setting a Legal Budget and Council Tax 

1. The Council’s constitution

The Council’s constitution states in Section 4.4

The Council will consider the proposals of the Policy, Oversight and Strategy Committee 
and may adopt them with or without amendments.

In considering such amendments Members should take note of the following paragraph 
in Article 11 – Decision Making 

{In making a decision} Due consideration of all relevant factors and options, taking into 
account the results of any consultation undertaken and the professional advice of 
Officers.

2. Legislation

The Local Government Finance Act 1992 states that the Council must set a (balanced) 
budget and its council tax, including precepts, before 11 March in each financial year. 

3. Responsibilities and consequences of not adhering to Legislation:

3.1       Council

The consequences for the Council itself would be:

(1) It would be subject to the ‘prohibition period’ under the 1988 Act;
(2) It could be faced with acute cash flow and potentially collection difficulties, 

and 
(3) It might be unable to meet its obligations to its precepting authorities.

3.2       Officers

The processes should be managed so that the consequences are avoided.

If the Council does not set its budget and council tax the officer of the Council 
having responsibility for the administration of the Council’s financial affairs under 
Section 151 of the Local Government Act 1972 (‘the Section 151 Officer’) would 
be obliged to make a Report pursuant to Section 114 (and 114A) of the Local 
Government Finance Act 1988 including subsection (3). 

This would have the ultimate consequences set out in Sections 115 and 115B of 
the 1988 Act. They include that during a ‘prohibition period’ the Council is very 
constrained with respect to what expenditure it can incur.

The Section 151 Officer should do whatever he can to protect the Council’s 
financial interests. Specifically, he should:
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(1) Make a Section 114/114A Report. In preparing a Report to consult so far 
as possible the Head of the Paid Service and the Council’s Monitoring 
Officer (‘MO’) and discharge his Section 114 duties personally;

(2) Do so as soon as it is apparent that the budget and council tax are not 
likely to be set by 11 March;

(3) To send copies of the Report to the Council’s External Auditor and to all 
Councillors; and

(4) To give the Council his opinion as to what staff, accommodation and other 
resources he needs in order to allow his Section 114 duties to be 
performed.

In addition, the Monitoring Officer has responsibilities, pursuant to Sections 5 and 
5A of the Local Government and Housing Act 1989. 

The Council Members’ Code of Conduct, pursuant to Sections 27 and 28 of the 
Localism Act 2011 (‘LA 2011’), imposes an obligation on Councillors to ‘uphold 
the law’. 

The MO should[1]

(1) Make a statutory Report at or about the same time or in conjunction with 
the Section 151 Officer’s Section 114 Report; and 

(2) Warn Councillors as to-
(i) the implications of the Code and of their legal obligation and of 

breaches thereof, and 
(ii) their potential liabilities.

3.3       Full Council

The statutory responsibility of Full Council is all other functions in relation to the 
budget and council tax. It is Full Council who take final responsibility for the 
budget and the council tax.

3.4       Section 114/114A Report

The Council/Policy, Oversight and Strategy Committee must consider the Section 
114/114A Report at a Meeting where it shall decide whether it agrees or 
disagrees with the views contained in the Report and what action (if any) it 
proposes to take in consequence of it. 

That Meeting must be held not later than the end of 21 days beginning with the 
day on which copies of the Report are sent. The Council must, during the period 
beginning with the day on which copies of the Report are sent and ending with 
the first business day to fall after the day on which the Council’s consideration of 
the Report is concluded, not enter into any new agreement which may involve 
the incurring of expenditure (at any time) by the Council unless the Section 151 

[1] The MO also has a duty to consult so far as is practicable with the person who is for the time being designated as the 
head of the authority’s paid service and with their Chief Financial Officer.
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Officer is able to and does authorise it to do so. Policy and Resources Committee 
must act in accordance with Section 115B.

If the Policy, Oversight and Strategy Committee, having received a Section 114a 
report and having held the Meeting required by Section 115B, disagrees with it, 
in these circumstances, the Section 151 Officer will have discharged his duties 
to make a Report to the Policy, Oversight and Strategy Committee. The 
misconduct of Councillors will, however, be aggravated.

If the Policy, Oversight and Strategy Committee agrees with the Section 114 
Report, but the Council were to vote against approving a budget and setting a 
council tax, in these circumstances, the Section 151 Officer will have discharged 
his duties to make a Report to Council. The misconduct of Councillors will, 
however, be aggravated.

3.5       Councillors

The statutory and common law responsibility of all Councillors and each and 
every Councillor individually is to seek to ensure that the Council’s statutory 
responsibilities are duly, fully and timeously discharged.

Councillors must work together to find a proposal that can be carried in 
accordance with the legislative timetable. Any Councillor who played a part in 
achieving the defeat of all proposals for a balanced and lawful budget, by voting 
against every such proposal, or even by abstaining, would be at very serious 
potential risk, disciplinary, financial and reputational.

4. Implications for Councillors

4.1       Officers do have an obligation to make Councillors aware of the consequences 
for Councillors themselves. Group Leaders’ briefings and more widely published 
briefing notes would be useful.

4.2       Each individual Councillor who makes a declaration of office is required to carry 
out the statutory duties to which the Council is subject. Moreover, every 
Councillor has a duty to comply with the Council’s statutory Code of Conduct. 
Each Councillor is under a positive duty at all times to do what he or she can to 
ensure that the Council fully complies with the law.

4.3       Councillors who breach the Code are liable to sanctions. Notwithstanding the 
abolition of surcharge, if a Councillor’s wilful misconduct is found to have caused 
loss to the Council the Councillor will be liable to make good such loss. 

Further, Councillors may incur liabilities in other ways. Not only may they become 
liable to compensate the Council for losses the Council sustains, also they may:- 
(1) Be guilty of the tort and crime of misfeasance in public office: and
(2) They may be liable in negligence and/or breach of statutory duty to service 

users.
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What is Tort?
This is a civil liability for breach of obligations imposed by law.

What is Tort and Crime of Misfeasance in public office?
The Crime of Misfeasance in Public Office is an offence at common law against 
a holder of public office. The Tort of Misfeasance in Public Office provides an 
individual with a remedy against someone in Public Office, such as a Councillor, 
who has acted in bad faith, where there has been injury or damage caused which 
was foreseeable by the Defendant.  This is a serious offence.  

4.4      As the Council is a ‘best value authority’ Central Government is able to step in 
should the Council fail to set a balanced budget and council tax. Central 
Government has powers of inspection under Sections 10 and 11 of the Local 
Government Act 1999 and intervention powers under Section 15 of that Act.

The House of Commons also could summon Councillors and / or Officers before 
a Select Committee.

4.5       Furthermore, the Council’s auditors have powers and duties under Part 5 of the 
Local Audit and Accountability Act 2014 and also Section 116 of the 1988 Act.
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16  Glossary

3 month LIBID
The LIBID (London Interbank Bid Rate) is the average interest rate that leading banks in London are 
willing to pay when borrowing from other banks. 

3 month LIBOR 
The LIBOR (London Interbank Offered Rate) is the average interest rate that leading banks in London 
charge when lending to other banks. 

Actuary
A business professional who measures and manages risk and uncertainty. 

Annuity
A series of equal payments made at regular intervals, usually for a fixed length of time (usually in return 
for an upfront lump sum). 

Asset management
Process that identifies the resources required for the upkeep of properties.  

Audit and Risk Committee
Provide independent advice and assurance on the effectiveness of governance, risk and control 
measures. For more information visit 
http://www.basildonmeetings.info/mgCommitteeDetails.aspx?ID=326   

Bank of England Base Rate 
The interest rate that the Bank of England charges banks for secured overnight lending

Baseline
The minimum level of business rates the Council will receive (subject to the safety net). 

Better Care Fund (BCF)
Provides financial support for councils and NHS organisations to jointly plan and deliver local services.

Bonds
A debt investment where the investor loans money to an entity, which borrows for a defined period of 
time, either at a fixed or variable rate of interest. 

Budget gap
Also known as a budget deficit, this is when planned expenditure is forecast to exceed revenue in any 
given year. The gap must be closed by the delivery of savings, efficiencies or growth in income. The 
opposite of this is a budget surplus. 

Building Societies Act 1986 
For more information please visit: http://www.legislation.gov.uk/ukpga/1986/53/contents

Business rates multiplier
This is the number of pence per pound of rateable value that has to be paid in business rates, before 
any relief or discounts are deducted. 

Business Rates Retention Scheme
The scheme under which the Council is permitted to retain an agreed portion of business rates 
collected. 

http://www.basildonmeetings.info/mgCommitteeDetails.aspx?ID=326
http://www.legislation.gov.uk/ukpga/1986/53/contents
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Cabinet
Made the majority of Council decisions (under the provisions of the previous constitution), within the 
budgets and policies set by Full Council. For more information visit 
http://www.basildonmeetings.info/mgCommitteeDetails.aspx?ID=297 

Capital Financing Requirement (CFR) 
The statutory measure of a local authority’s underlying need to borrow for capital purposes.

Capital Programme/Budget 
The Council’s budget for capital expenditure and resources for the current and future years

Capital Receipts
Income from the sale of capital assets and the repayment to the Council of grants and loans given for 
capital purposes. Regulations govern the way capital receipts may be used.

Cash terms/Real terms
Cash terms compares sums in actual amounts regardless of when received/paid. Real terms adjusts 
these amounts for inflation.

CDS
Credit default swap. A financial contract whereby a buyer of corporate or sovereign debt in the form of 
bonds attempts to eliminate possible loss arising from default by the issuer of the bonds. This is 
achieved by the issuer of the bonds insuring the buyer’s potential losses as part of the agreement.

Chartered Institute of Public Finance and Accountancy (CIPFA)
CIPFA is the professional accountancy body for public services.  It publishes the Code of Practice which 
defines how local authority accounts are prepared.

Code of Practice
The Code of Practice on Local Authority Accounting in the United Kingdom, also referred to as the 
Code. This document is based on International Financial Reporting Standards, and states how these 
must be applied to the preparation of the Statement of Accounts by local authorities.

Cities and Local Government Devolution Act 2016 
For more information please visit 
http://services.parliament.uk/bills/2015-16/citiesandlocalgovernmentdevolution.html 

Civil Contingencies Act 2004
For more information please visit 
http://www.legislation.gov.uk/ukpga/2004/36/contents 

Collection Rate
The percentage of total taxation collected by the authority.

Commercial Programme
Council activities focused on generating income. 

Community Infrastructure Levy (CIL) 
A planning charge for new developments, introduced in the Planning Act 2008. 

Consumer Price Index (CPI) 
A measure calculated by taking the price changes for each item in a predetermined ‘basket’ of consumer 
goods/services and averaging them. They are weighted according to each item’s importance. 

http://www.basildonmeetings.info/mgCommitteeDetails.aspx?ID=297
http://services.parliament.uk/bills/2015-16/citiesandlocalgovernmentdevolution.html
http://www.legislation.gov.uk/ukpga/2004/36/contents
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Contingency
Money set aside in the budget to meet the cost of unforeseen items of expenditure or shortfalls in 
income occurring during the year ahead.  This would include changes to the inflation and interest rate 
assumptions made when the budget was set.

Core Spending Power
Core spending power measures the core revenue funding available for local authority services, 
including council tax and locally retained business rates.

Corporate Plan
Presents the council’s goals, objectives and plans. 

Cost base
The basic cost of Council services. 

Council Tax Base
The equated number of dwellings over which the council tax is collected.  All dwellings are valued and 
classified into eight bands (A to H), plus a special band A (disabled).  Each band is expressed as a 
proportion of Band D.  The council tax base is the number of dwellings expressed in terms of a Band 
D equivalent after adjusting for the local council tax support scheme.

Council Tax requirement 
The portion of the annual budget that is required to be funded through council tax.

Coupon
The interest paid on a loan between issue and maturity. 

Credit ratings
Provided by the three main rating agencies, Fitch, Moody and S&P, the ratings evaluate the credit 
worthiness of a debtor. 

Credit Risk
The risk that a debtor is unable to pay back what they owe.

Customer Partnership Programme
The partnership with other councils for the delivery of activities within customer services and revenues 
and benefits. 

Department for Communities and Local Government (CLG) 
The Government department responsible for local government. 

Department for Work and Pensions (DWP)
The Department for Work and Pensions is the largest government department in the United Kingdom, 
and is responsible for welfare and pension policy

Debt Interest
The money owed on borrowings. 

Debt Management Office (DMO) 
The DMO is the agency that carries out the Government’s debt management policy. It takes deposits 
from local authorities.

Debt Repayment Policy
The Council’s policy for making provision for the repayment of debt. 
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Default
Failure to meet the obligations on a loan, i.e. being unable to make payments due. 

DCLG 
Department for Communities and Local Government or CLG

Departmental Expenditure Limit (DEL) 
The budget allocated to specific Government departments set at the spending reviews. 

Depreciation
The measure of the wearing out, consumption or other reduction in the useful economic life of a non- 
current asset, whether arising from use, passing of time or obsolescence through technical or other 
changes.

Devolution 
The government granting powers to regional authorities to make decisions at a local level, rather than 
through central government.

Discretionary rate relief
A relief on business rates available to some businesses and charities.  

Fair Funding Review
The Fair Funding Review will deliver an assessment of relative needs of local authorities within a fixed 
amount of business rates income. For the services currently supported by the local government finance 
system, the outcomes of the Fair Funding Review will establish the funding baselines for the introduction 
of 100% business rates retention. The distribution of funding for new responsibilities will be considered 
on a case by case basis once these responsibilities are confirmed; they are likely to have bespoke 
distributions. 

Financial Conduct Authority
Regulates the financial services industry in the UK. It protects customers, promotes competition and 
keeps the industry stable. 

General Fund (GF)
The main revenue fund of the Council.  Day to day spending and income from services are accounted 
for here.

Government Bellwin Scheme
Emergency financial assistance provided by the Government, reimbursing local authorities for costs 
incurred in immediate actions to safeguard life and property, as a result of a disaster or emergency. 

Government Gilts/Treasury Bills
Investment instruments issued by UK Government.
 
Gross domestic product (GDP) 
The total market value of all final goods and services produced in a country in a given year, equal to 
total consumer, investment and government spending, plus the value of exports, minus the value of 
imports. 

Housing benefit administration subsidy grant
A grant provided by central government to assist with the costs of administrating housing benefit. 
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Housing Revenue Account (HRA)
This statutory account records the revenue expenditure and income relating to the provision of Council 
housing.  While technically part of the General Fund, the balance is ‘ring-fenced’ and may not be 
included in the budget requirement to be met by Council Tax.

International Inward Investment
Overseas investment in the local area. 

Judicial Review
A court reviews an administrative action by a public body.  

Leasing 
A method of acquiring the use of assets in which the investment is made by a lessor and a rental is 
charged to a lessee.  The Council operates both as lessor and lessee in respect of land, property, 
vehicles, plant and equipment. Finance Leases transfer substantially all the risks and rewards of 
ownership to the lessee, and are regarded as a debt extended to purchase the leased asset (even 
when ownership of the asset does not legally pass to the lessee).  Any lease which does not meet the 
definition of a finance lease is classified as an Operating Lease, and is treated as an arrangement to 
hire an asset for a specified term.

Levy rate
The rate at which the Government shares in the benefits of business rate growth above the baseline.  

LIBID 
The bid rate that a Euromarkets bank is willing to pay to attract a deposit from another Euromarkets 
bank in London

Link Asset Services Credit Policy
A service provided by Link Asset Services that combines credit ratings with market risk analysis, using 
CDS spreads, bond spreads and share prices, to give advice on which institutions are safe to invest 
with and for what periods. Link are the Council’s Treasury Management (TM) Advisors. 

Liquidity 
The availability of assets (i.e. cash) when it is required. 

Local Authorities (Calculation of Council Tax Base) (England) Regulations 2012
For more information please visit 
http://www.legislation.gov.uk/uksi/2012/2914/contents/made 

Local Development Scheme (LDS) 
A project plan that identifies which local development documents will be produced, in what order, and 
when.

Local Government Act 1972
For more information please visit
http://www.legislation.gov.uk/ukpga/1972/70/contents 

Local Government Act 1988
For more information please visit 
http://www.legislation.gov.uk/ukpga/1988/9/contents 

Local Government Act 2003
For more information please visit 
http://www.legislation.gov.uk/ukpga/2003/26/contents 

http://www.legislation.gov.uk/uksi/2012/2914/contents/made
http://www.legislation.gov.uk/ukpga/1972/70/contents
http://www.legislation.gov.uk/ukpga/1988/9/contents
http://www.legislation.gov.uk/ukpga/2003/26/contents
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Local Government Finance Act 1992
For more information please visit 
http://www.legislation.gov.uk/ukpga/1992/14/contents 

Local Government and Housing Act 1989 
For more information please visit:
http://www.legislation.gov.uk/ukpga/1989/42/contents?wb48617274=A375BAFB

Localism Act 2011 
For more information please visit:
https://www.gov.uk/government/publications/localism-act-2011-overview 

Local Government Act 2000 
For more information please visit:
http://www.legislation.gov.uk/ukpga/2000/22/pdfs/ukpga_20000022_en.pdf 

Local Government Act 1999 
For more information please visit:
http://www.legislation.gov.uk/ukpga/1999/27/section/10 

Local Audit and Accountability Act 2014 
For more information please visit:
http://www.legislation.gov.uk/ukpga/2014/2/contents/enacted

Local Government Finance Settlement
The annual determination of funding to local government. 

Localised Council Tax Support Scheme (LCTS)
Council tax support replaced council tax benefit from 1 April 2013. Each billing authority is required to 
have a published scheme in place setting out the entitlement to support for residents. 

Localism Agenda
The movement of responsibilities from central Government to local government and local communities. 

Local Precepting Authority (LPA) 
Precepting authorities instruct billing authorities to collect council tax on their behalf. Local preceptors 
include parishes, villages or towns. 

Major Precepting Authority 
Authorities that do not collect council tax directly but instead they instruct a billing authority to collect it 
on their behalf. Major preceptors are larger than the billing authorities, i.e. usually county councils.   

Minimum revenue provision (MRP)
Each year local authorities are required to set aside a prudent amount of revenue as provision for 
financing capital expenditure. 

Ministry of Housing, Communities & Local Government (MHCLG)
Successor Department to CLG
https://www.gov.uk/government/organisations/ministry-of-housing-communities-and-local-
government/about

MMI 
Municipal Mutual Insurance

http://www.legislation.gov.uk/ukpga/1992/14/contents
http://www.legislation.gov.uk/ukpga/1989/42/contents?wb48617274=A375BAFB
https://www.gov.uk/government/publications/localism-act-2011-overview
http://www.legislation.gov.uk/ukpga/2000/22/pdfs/ukpga_20000022_en.pdf
http://www.legislation.gov.uk/ukpga/1999/27/section/10
http://www.legislation.gov.uk/ukpga/2014/2/contents/enacted
https://www.gov.uk/government/organisations/ministry-of-housing-communities-and-local-government/about
https://www.gov.uk/government/organisations/ministry-of-housing-communities-and-local-government/about
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Money Market Fund
A vehicle for the investment of surplus cash balances for the purposes of achieving a return on the 
investment. Investments are pooled together in the fund and then invested in low risk securities, these 
benefit from higher rates of return than individual investors could receive, due to the size of investment. 

National Productivity and Investment Fund (NPIF) 
A fund set up to provide major additional spending in areas that are key to boosting productivity: 
transport, digital communications, research and development (R&D), and housing.

New Burdens Grant
Grants designed to cover the costs associated with providing new local authority services, which, if not 
funded by central government, could lead to an increase in council tax. 

New Homes Bonus (NHB)
A grant paid to local councils on an incentive basis from central government to encourage housing 
growth. 

National Non-Domestic Rates (NNDR)
Non-Domestic Rates (NDR), or Business Rates, are the means by which occupiers of non-residential 
property contribute to the cost of providing local authority services.  They are levied on the rateable 
value of each business property multiplied by a uniform amount set annually by the government.  
Business rates are collected by all Billing Authorities on behalf of other preceptors and the Government.

Non-operational property (commercial and industrial)
Properties owned by the council that are not essential to the ongoing operations of business, they may 
however still generate an income. 

Office for Budget Responsibility (OBR)
A public body that provides independent economic forecasts and analysis of the public finances. 

Parent Institution
A parent institution owns or controls another institution. Basildon Borough Council is the parent of 
Sempra Homes Ltd. 

Parish Council 
A parish council is a civil local authority found in England and is the lowest, or first, tier of local 
government. They are elected corporate bodies, have variable tax raising powers, and are responsible 
for areas known as civil parishes

Partial Exemption Threshold
The limit to which the council can recover VAT on certain activities undertaken, however if the 5% limit 
is exceeded all such VAT becomes irrecoverable. 

Planning Inspectorate
An organisation that deals with planning appeals, applications and examinations of local plans. 

Policy and Resources Committee
The Policy and Resources Committee co-ordinates the development and recommendation to Council 
of the Budget. It has delegated authority to exercise the Council’s functions relating to the delivery, by 
or on behalf of the Council and through any partnership arrangements in certain service areas. 



117

16. Glossary
al Council
Precept
The amount that local authorities providing services within the Basildon Borough require to be paid from 
the Collection Fund to meet the net cost of their services.  The Council Tax requirement is made up of 
the sum of all precepts levied on the Billing Authority.

Preceptor
A body that levies a precept.

Property Fund
Investments are made and pooled together. These are then used to either invest directly in purchasing 
property, or indirectly by buying shares in property companies. The investors benefit from the increase 
in value in the property or the shares. 

Prudential code for capital finance in Local Authorities 
A CIPFA publication, providing guidance to ensure capital programmes are affordable, prudent and 
sustainable. 

Prudential Indicators
Indicators within the treasury management strategy that ensures that borrowing and debt is within 
agreed limits.

Public Works Loans Board (PWLB)
A government agency that offers longer-term loans to local authorities at interest rates marginally above 
the government’s own cost of borrowing.  It also acts as lender of last resort.

Referendum Limit (For council tax setting purposes)
Each year the Secretary of State sets a limit for the rise in council tax. If council taxes are set to rise by 
this percentage or higher then the decision must be ratified through a local referendum. 

Reserves
Reserves are set aside at the discretion of the Council to meet items of expenditure in future years. 

Reserves – earmarked 
Reserves set aside for specific purposes as follows:

General Fund Reserves Purpose
Contingency Reserve To be used for one-off purposes or to meet unforeseen 

expenditure
Insurance Pool To meet future potential insurance costs
Asset Management To meet one-off expenditure for the refurbishment of 

assets or the cost of borrowing should such expenditure 
be financed in that way, and also support regeneration 
activities

IT Initiatives To fund future development of IT provision
Regeneration Reserve Sums set aside to meet future regeneration costs
Invest to Save Funding to initiate projects that will, in due course, either 

increase income or reduce costs
Employment Rationalisation To fund the cost of future, as yet unapproved, 

reorganisations
Treasury Management 
Reserve

A resource to help manage future interest rate changes

Business Rates Equalisation To equalise changes in resources arising from business 
rates regime that arise as a consequence of the timing of 
recognition in revenue of certain elements of the funding
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Lifecycle Fund Sums set aside to meet the cost of lifecycle 
replacements and refurbishment at the Sporting Village, 
as required by the management agreement

HRA Reserves Purpose
Asset Management Reserve Sums set aside to meet the cost of major repairs to 

Council dwellings in future years
Treasury Management 
Reserve

As for the General Fund

Bad Debts Reserve Sums set aside to meet the cost of an unexpected but 
possible increase in bad debts

Retail Price Index (RPI) 
The same as the Consumer price index but including the cost of housing. 

Revenue budget
The money allocated to the day to day running of the Council. 

Revenue support grant (RSG)
This is part of the main sources of finance given to local authorities from central government. 

Right to Buy (RTB) Scheme
Allows eligible council tenants to purchase their property at a discount.

S106
Agreements which make a development proposal acceptable in planning terms that would not otherwise 
be acceptable, i.e. restrictions on the use of land, sums of money to be paid to the authority.   

Safety net
Should the Council’s business rates income fall below 92.5% of the baseline the Government will 
provide a grant to ensure that the Council receives at least 92.5% of the baseline amount. If the council 
is in a pool for business rates purposes the shortfall is funded by the pool.

Section 151 Officer
The local authority’s chief financial officer.  

Section 31 Compensation
Grant provided by central government. Section 31 of the Local Government Act 2003 allows ministers 
to grant monies to local authorities for any purpose; more information can be found at 
http://www.legislation.gov.uk/ukpga/2003/26/section/31 

Secured debt
Debt backed by collateral to reduce the risk associated with lending.

Select Committee
A committee appointed for a specific purpose. For more information visit 
http://www.basildonmeetings.info/mgListCommittees.aspx 

Sempra Homes Ltd
A wholly owned company of Basildon Borough Council. 

http://www.legislation.gov.uk/ukpga/2003/26/section/31
http://www.basildonmeetings.info/mgListCommittees.aspx
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Settlement Funding Assessment (SFA) 
The settlement funding assessment calculation model for 2017 to 2018 sets out the calculation of the 
settlement funding assessment at local authority level to enable local authorities to check their funding 
for 2017 to 2018.

Shire Districts 
(Non-metropolitan districts), A type of local government district in England. As created they are 
subdivisions of non-metropolitan counties in a two-tier arrangement.

Single Status
The national agreement that aimed at ensuring all staff receive equal pay for work of equal value. 

Social Housing
Housing that is affordable to people on low incomes. 

Small business rates relief 
Small business rates relief is generally available if a business only uses one property and that property’s 
rateable value is less than £12,000.

Special Interest Bearing Account (SIBA)
An account used for surplus cash flows that attracts an interest payment. 

Spending Review 
A Spending Review or occasionally Comprehensive Spending Review is a governmental process in the 
United Kingdom carried out by HM Treasury to set firm expenditure limits and, through public service 
agreements, define the key improvements that the public can expect from these resources.

Transitional Grant 
Additional resources made available for the two years 2016/17 and 2017/18 to cushion the impact of 
the reductions in funding announced as part of the LGFS 2016/17.  

TM (Treasury Management) code
The CIPFA Treasury Management Code of Practice sets out the procedures and policies local 
authorities should follow in their treasury management functions. 

Ultra Vires
Beyond the legal powers or authority. 

Universal Credit
A single monthly credit, combining a number of other benefits or tax credits. 

Valuation Office Agency
Provides the Government with the valuations and property advice it needs to support tax and benefits. 

Virements
The transfer of a budget from one account to another.

Welfare Reform Act 2012 
For more information please visit 
http://www.legislation.gov.uk/ukpga/2012/5/contents 

Yield
The interest earned on investments. 

http://www.legislation.gov.uk/ukpga/2012/5/contents
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