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Riverbank House
Bideford
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DX 53606 BIDEFORD
Tel : Bideford (01237) 428700
Fax : Bideford (01237) 479164

Date: 15 February 2019

TO:  THE CHAIR AND COUNCILLORS OF THE TORRIDGE DISTRICT COUNCIL

FULL COUNCIL MEETING
(Budget Special)

TOWN HALL - BRIDGE STREET, BIDEFORD, EX39 2HS

 Monday 25 February 2019 at 6.30 pm

NOTICE OF MEETING
You are hereby summoned to the Meeting of the District Council at the

aforementioned date and time

Head of Paid Service

Members are requested to turn off their mobile phones for the duration of the meeting.

P R A Y E R S 
For those who wish to participate - Prayers will be held at 6.25 pm.

A G E N D A

1.  APOLOGIES FOR ABSENCE 
To receive apologies for absence from the meeting

2.  PUBLIC CONTRIBUTIONS 
15 minute period for public contributions

3.  DECLARATIONS OF INTEREST 
Members with interests to declare should refer to the Agenda item and describe the 
nature of their interest when the item is being discussed.

4.  AGREEMENT OF AGENDA ITEMS PART I AND II 
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5.  TO CONSIDER CORRESPONDENCE OR OTHER BUSINESS ESPECIALLY 
BROUGHT FORWARD BY THE DIRECTION OF THE CHAIR 

6.  BUDGET 2019/20, MEDIUM TERM FINANCIAL STRATEGY 2019-20 TO 2023-23 
(Pages 4 - 25)
To receive the report of the Strategic Manager (Resources)

(a)  PROPOSED CHANGES TO COUNCIL TAX LEGISLATION - LONG TERM EMPTY 
PROPERTIES AND REVIEW CURRENT COUNCIL TAX LOCAL DISCOUNT 
POLICY (PAGES 26 - 32)
To receive the report of the Customer Support Manager

(b)  NEW HOMES BONUS - COMMUNITY GRANTS (PAGES 33 - 36)
To receive the report of the Strategic Manager (Resources)

(c)  RECOMMENDATIONS FROM C&R (PAGES 37 - 38)

(d)  RECOMMENDATIONS FROM INTERNAL O&S (PAGE 39)

7.  COUNCIL TAX RESOLUTION 2019-20 (Pages 40 - 45)
To receive the report of the Strategic Manager (Resources)

8.  CAPITAL PROGRAMME 2019-20 TO 2025-26 (Pages 46 - 55)
To receive the report of the Strategic Manager (Resources)

(a)  RECOMMENDATIONS FROM C&R (PAGE 56)

9.  TREASURY MANAGEMENT REPORT & CAPITAL STRATEGY (Pages 57 - 83)
To receive the report of the Strategic Manager (Resources)

10.  TO ANSWER QUESTIONS SUBMITTED UNDER PROCEDURAL RULE A9 

11.  PETITIONS 
To receive petitions (if any)

12.  NOTICES OF MOTION 

13.  BRIEFING FROM HEAD OF PAID SERVICE 

14.  EXCLUSION OF PUBLIC 
The Chair to move:

“That the public be excluded from the remainder of the meeting because of the likely 
disclosure of exempt information as defined in Schedule 12A of the Local 
Government Act 1972”
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15.  PART II - (CLOSED SESSION) 

Items which may be taken in the absence of the public and press on the grounds that 
exempt information may be disclosed.

Meeting Organiser:  Democratic Services Tel. 01237 428703



REPORT OF Strategic Manager (Resources)

To: Full Council

Subject: Budget 2019/20, Medium Term Financial Strategy 2019/20 – 2023/24 

Date: 25th February 2019 Reference:

PURPOSE OF REPORT:  For Members to consider the recommendations from Community &
Resources Committee on the 4th  February as scrutinised by Internal Overview and Scrutiny on the 
11th February in relation to the Draft Budget 2019/20 and to approve a Budget and level of Council 
Tax for 2019/20
.
The Medium Term Financial Strategy (MTFS) indicates the possible extent of the budget and
funding shortfall that the Council will face in the future. It is an aid in identifying the extent of
service changes that the Council will need to make to achieve a balanced budget in each financial
year up to 2023/24. 

1. Introduction

1.1. The Medium Term Financial Strategy (MTFS) provides an annual update of the Council’s 
financial situation for the current and forthcoming five years.  It illustrates through the 
application of forecasts and assumptions where and how spending pressures could 
materialise, how different funding sources may change and the savings plans required to 
manage any identified revenue budget gap.   The funding of public services has been cut 
year on year since 2010 and the recent Spending Review and Provisional Local 
Government Settlement confirmed that the squeeze will continue for some years yet. 

1.2. The MTFS provides the basis for the members to consider the 2019/20 budget and also 
whether an increase in Council Tax should be recommended to Full Council for 2019/20.

1.3. Whilst considering the 2019/20 Budget and the MTFS it is prudent to review and assess the 
levels and types of financial reserves the Council holds.  This review is conducted in light of 
the levels of risk the Council faces and the potential financial impact if a major risk comes to 
fruition.

1.4. The Council’s capital investment plan detailing the resources it has available are 
considered in a separate report.

2. Report

2.1. The Council’s MTFS considers the changing financial situation covering six financial years, 
2018/19 (base year) to 2023/24.  Longer term projections can be made, but they become 
less realistic the further ahead the forecast is made and therefore five years ahead is 
considered prudent to model.  The starting position is the 2018/19 budget, which is rolled 
forward based on a set of assumptions as set out throughout the report.  It is important to 
note that these are only assumptions and not specific decisions as these will need to be 
considered on an annual basis during the budget setting process.

2.2. It is worth emphasising that Torridge has successfully achieved all the savings targets 
required since the global financial crisis started, setting and delivering a balanced budget 
despite ever continuing reductions in Central Government funding.  

2.3. Local Authorities continue to operate in a challenging environment, with ongoing reductions 
in Central Government grant funding. Increasingly Councils (particularly Shire Districts) are 
reliant upon the monies they generate from Council Tax, Business Rates and Fees & 
Charges The cuts to all local authority funding and the movement away from central 
revenue support grant funding is illustrated below.
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3. Financial Environment for Local Authorities

3.1  Members will be aware from the media that Northamptonshire County Council has issued 
two Section 114 notices (suspension of all non essential spend). Whilst the factors behind 
the financial problems facing Northamptonshire Council are many, the key factor was the 
inability of the Council to address the reductions to its funding by either increasing its 
Council Tax or reducing expenditure.  Other County Councils and Unitaries such as 
Somerset, Surrey, Lancashire and Torbay have been widely reported as facing severe 
financial pressure.

A recent National Audit Office report “sustainability of local authorities 2018” projected that 
1 in 10 Councils will run out of reserve within the next three years.

3.2 Audit opinion on VFM

The Council External Auditors annual report reported presented to Audit & Governance 
Committee in July 2018 commented upon the deficit identified within the Council’s 
Medium Term Financial strategy. The report highlighted the need for the Council to 
formulate plans to bridge the identified deficit.  With the attention shone on Councils in 
light of events at Northamptonshire, Torridge’s External Auditors will be focussing greater 
attention upon the Council’s savings plans.   

3.3 CIPFA Resilience Index

In recognition of the challenging financial environment faced by local authorities, CIPFA 
has developed a financial resilience index which assesses local authorities’ against 
several indicators.  The indicators include amongst others

 reserve depletion time, 
 level of reserves 
 level of unallocated reserves
 level of earmarked reserves
 Council tax to net revenue expenditure
 Business Rate Income to net expenditure
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After applying these indicators CIPFA found that between 10 – 15% of Councils were not 
financially stable, Torridge is not in this group of councils.

However it should be noted that whilst the overall level of reserves held by Torridge are 
average for the sector; the level of unallocated reserves held by Torridge are significantly 
below the norm.  

The other Torridge indicator of concern is the ratio of council tax income to net expenditure. 
The indicator provides a measure of the relative importance of council tax and grant 
funding. A lower ratio (such as Torridge) suggests a higher dependency on grant funding, 
putting the Council at risk as grant income diminishes.  Income from council tax is judged to 
be more stable and predictable.

For 2019/20 the CIPFA Resilience Index is not publicly available and will not be reported on 
an authority by authority basis. However this may change in future years.

4. 2019-20 Provisional Settlement

Given 2019/20 is the last year of the four year settlement which Torridge and 97% of all councils 
signed up to, the provisional settlement contained few surprises. Overall the settlement was slightly 
more favourable to Torridge than had been previously predicted. The key points are summarised 
below:

 Council Tax Referendum Limits
o The referendum limits were unchanged for Torridge this means that Council Tax for 

a Band D can be increased by £5 or 3% which ever is the greater. A £5 increase to 
a Band D property for Torridge equates to 3.15%.

o Upper tier authorities such as Devon CC and Devon & Somerset Fire Authority can 
increase their Council Tax by 3%.

o The continuation of the adult social care precept was confirmed. Maximum 
flexibility of 2% of band D in 2019-20, subject to a 6% increase for the period 
2017-18 to 2019-20. For Devon CC this means that in addition to the 3% general 
increase to the Council Tax, they can also raise an additional 2% social care 
precept in 2019/20.

o Police and Crime Commissioners such as Devon and Cornwall can increase 
their Band D precept by £24 without triggering a referendum, which equates to 
12.75% for Devon & Cornwall Police Commissioner.

o There is no referendum limits for Town and Parish Councils

 Rural Delivery Grant
o In recognition that Councils in sparsely populated areas incur additional costs, such 

as refuse collection, Central Government provides a Rural Delivery Grant to rural 
authorities such as Torridge.  Central Government has allocated an additional £16m 
nationally in the 2019/20 settlement to maintain the Rural Delivery Grant at its 
2018/19 levels; Torridge’s share of this additional funding being £94k in 2019/20 
(£474k in total). 

 New Homes Bonus
o Central Government allocated an additional £18m nationally to ensure there were 

no changes to the rules governing the allocation of New Homes Bonus monies, 
consequently the deadweight adjustment of 0.4% above which housing growth is 
rewarded remained unchanged.
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 Distribution of Surplus on National Business Rate Levy Account
o The levy account has collected surpluses from surpluses on local authorities 

business rates collection fund accounts, the levy being intended to fund safety net 
payments to those authorities whose business rate income fell by more than 7.5%.  
As levy receipts have exceeded safety net payments Central Government has 
decided to distribute £180m surplus funds from this account in 2018/19; Torridge 
share being £35k.

 Social Care Grant Funding
o Two new social care grant were announced; Winter Pressure Grant £240m and 

Social Care Support Grant £410m; as a lower tier authority Torridge will not receive 
any of this additional funding.

 Retail Relief – Business Rates
o The Government has announced a new relief scheme for retail properties that have 

a rateable value of below £51,000. Under the scheme, eligible ratepayers will 
receive a one third discount of their chargeable amount (after other reliefs have 
been applied).  The retail relief will be in effect for 2019/20 and 2020/21 and 
potentially eligible businesses will have the relief automatically added to their 
account.  

o State aid rules will apply to the retail relief, the rules prevent businesses from 
receiving in excess of 200,000 euros (circa £178,500) in state aid over a three year 
period way. This means that relief will be capped for national chains such as Tesco 
Metro, McColls etc.

o Councils will be compensated for their loss of business rate income as a result of 
the awarding of this additional relief via Section 31 Grant.  Within Torridge it is 
estimated that the additional relief offered to retail businesses will be in the region of 
£440k.

 Business Rate Pilot
o For 2018/19 Torridge is a member of the Devon Business Rate Pilot, the pilot 

ensures that all business rates collected are retained within Devon. The estimated 
financial benefit to Torridge of its membership of the pilot is circa £374k, these 
monies have been earmarked for economic development.  

o Devon’s application to be a pilot in 2019/20 was unsuccessful, consequently from 
2019/20 Torridge will revert to being a member of the Devon Business Rate Pool 
which is significantly less financially advantageous. In 2017/18 the financial benefit 
of Torridge’s membership of the Devon Business Rates Pool was £89k.

The Table below summarises the grant funding assumed within the MTFS

2019/20 2020/21 2021/22 2022/23 2023/24
Grant Funding £'000 £'000 £'000 £'000 £'000
Revenue Support Grant 131 0 0 0 0
Rural Delivery Grant 474 380 380 380 380
New Homes Bonus 1,189 1,014 897 957 1,096
Preventing Homelessness 144 0 0 0 0
Total 1,938 1,394 1,277 1,337 1,476

The provisional settlement does not however provide the full picture with regards to funding as the 
national Government model also assumes levels of growth in business rates income and council 
tax income, which are dealt with separately.
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5. Business Rates Retention 

5.1 Under the Business Rate Retention Scheme (BRRS) introduced in 2013/14 Torridge 
Council retains 40% of the business rates collected within the Torridge area. Prior to 
2013/14 local authorities such as Torridge collected business rates on an agency basis on 
behalf of Central Government, with Central Government bearing any losses arising from 
non collection and business rate appeals.

5.2 Whilst Torridge Council benefits from growth in business rates income within its area, it also 
shares the risk of lost income arising from non collection and appeals. Since its inception 
the scheme has become increasingly complex with Central Government introducing new 
reliefs, most notably pertaining to small businesses.  Local authorities such as Torridge 
receive compensation for the lost of income as the volume of reliefs awarded have 
increased via Section 31 Grants. 

5.3 Business rates are periodically subject to national revaluations; these revaluations are 
intended to be fiscally neutral at a national and local level for funding purposes. The 
amounts levied on individual businesses will can go up or down. The revaluations are 
designed to reset business rates taking into account the changes in the property market.  
The latest revaluation came into effect from the 1st April 2017. 

5.4 Past experience informs that following such revaluations there is an increase in the number 
of business rate appeals lodged.  There are currently 61 outstanding revaluations against 
the 2010 valuation list, with a total rateable value of £5.5m.  The Council has set aside a 
provision against the future settlement of these appeals of £867k, of which Torridge’s share 
at 40% is £347k.

5.5 With effect from 1st April 2017, the process by which businesses submit appeals against 
their business rates changed. A new system of check, challenge and appeal places greater 
responsibility on the business appealing to provide supporting evidence for the grounds of 
their appeal.  Previously rating agents could lodge appeals on a speculative basis, in order 
to “gather up” clients prior to allocating resources to those with the greatest chance of 
success. 

5.6 As a result of the new system of check, challenge and appeal, the volume of appeals 
against the 2017 valuation list compared to appeals against the 2010 list has reduced 
markedly. As at the time of this report there were no outstanding appeals against the 2017 
list, and just two outstanding challenges.  Whilst the low volume of challenges and appeals 
would appear to be encouraging, some degree of caution is appropriate.  Rating agents 
acting on behalf of businesses generally receive a percentage of the business rates they 
save for their clients.  As successful appeals are backdated it may be in the interest of the 
rating agents to delay the submission of appeals in order to maximise their eventual 
income.  

5.7 Since the inception of the Business Rate Retention Scheme in 2013/14 there has been an 
underlying growth in the Business Rate Base within Torridge. In addition to  new 
businesses at Caddsdown such as Aldi, Lidl, Brewers Fayre, Premier Inn etc; there has 
been a growth in the number of properties registered as holiday homes and subject to 
Business Rates.

 
5.8 There is currently a government consultation pertaining to tightening the criteria under 

which premises can be registered as holiday homes.  There is some suspicion that some 
properties may be registered as holiday homes merely to avoid paying Council Tax. The 
vast majority of holiday homes are entitled to small business relief and consequently do not 
pay any business rates; however Torridge is compensated for this loss income through 
Section 31 Grant. Furthermore premises assessed for Business Rates are required to enter 
into Trade Waste agreements which have not always happened.
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Should there be significant movement of properties from Business Rates to Council Tax this 
will result in a loss of income to the Council since Torridge share of Council Tax is less than 
9%; under the current Business Rate Retention regime Torridge’s share of Business Rates 
is 40%.

6. Council Tax

6.1 In 2018/19 a Band D Council Tax within Torridge is £158.66 with an estimated collectable tax 
base of 23,552 Band D equivalent properties.  This equates to £3.736m income from council 
tax being available during the year.

6.2 On the 10th December 2018 Full Council approved the tax base for 2019/20 at 23,790 band 
D equivalent properties, representing an increase of 238 from 2018/19.

6.3 The Government’s assessment of Core Spending Power (resources available to the local 
authority sector) is built on the expectation that Council Tax will increase year on year, 
within the approved referendum limits, currently set at 3% or £5 per band D (which ever is 
the greater) for Shire Districts.  Central Government also assumes an underlying growth to 
the Council Tax Base of 1.96%, the growth in Torridge’s Tax Base for the last two financial 
years has averaged less than 1%.

6.4 It is vitally important to consider the longer term cumulative impact of council tax increases 
as once a charge has been included in the tax base it has a much longer financial benefit 
than simply the year it was increased.

6.5 Members in previous financial years have made the decision to freeze council tax, in some 
years the Council was partly compensated by non recurrent council tax freeze grant funding 
from Central Government.  The graph below shows the impact that freezing the Council Tax 
in prior years has had upon the income the Council can currently collect from Council Tax.  

If the Council in previous years had increased the Council Tax in line with the relevant 
referendum limits it would be able to levy an additional £368k per annum in Council Tax 
Income (as at 2018/19).  The cumulative council Income forgone over this period is just 
under £2m.
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6.6 As Torridge’s share of the total council tax bill is a relatively small percentage of the 
total council tax bill, the impact on the individual Council Tax payers if Torridge had 
increased the Council Tax by the approved referendum limits would have been 
relatively minor. The table below illustrates this. 

By way of illustration for a Band D taxpayer the additional charge in 2018/19 would 
be £15.55 greater at £174.20 equating to 30p extra per week.

Council 
Tax Band

Actual 
2018/19 
Council 

Tax 
Charged

2018/19 
Council Tax (if 
increased by 
Referendum 

Limits)

Additional 
charge to 

Council Tax 
payers 

forgone

Equates 
to 

weekly 
increase 

A £105.77 £116.13 £10.37 £0.20
B £123.39 £135.49 £12.09 £0.23
C £141.02 £154.84 £13.82 £0.27
D £158.65 £174.20 £15.55 £0.30
E £193.91 £212.91 £19.01 £0.37
F £229.16 £251.62 £22.46 £0.43
G £264.42 £290.33 £25.92 £0.50
H £317.30 £348.40 £31.10 £0.60

6.7 As alluded to above Torridge’s share of the total council tax bill is relatively small. The table 
below shows Torridge share of the 2018/19 Council Tax (8.71%) and its share of the total 
2019/20 council tax liability (8.50%) assuming all preceptors raise their council tax by 
the approved referendum limits.  

Preceptors
2018/19 
Charge 

(Band D)

2018/19 - % of 
total Council 

Tax

2019/20 
Council Tax - 
if raised to 

Referendum 
limits

2019/20 - 
% of total 

Council 
Tax

Torridge Council 158.66 8.71% 163.66 8.50%
Devon County 1331.19 73.09% 1397.62 72.62%
Police & Crime Commissioner 188.28 10.34% 212.28 11.03%
Devon & Somerset Fire 84.01 4.61% 86.53 4.50%
Town & Parish (average) 59.09 3.24% 64.41 3.35% ****
Total Charge 1,821.23 100.00% 1,924.49 100.00%

**** No Referendum limits for Parish & Town Councils; estimated 2019/20 uplift
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6.8 The table below shows the increasing reliance of local authorities nationally on Council Tax 
as a source of revenue.

***CSP = Comprehensive Spending Power, SFA = Settlement Funding Assessment

7. New Homes Bonus Income

7.1 New Homes Bonus funding rewards Councils for increases to the number of properties in their 
area; it also rewards Councils for reducing the number of long term empty properties. Since its 
inception there have been two changes to the rules governing NHB:

 Reducing the reward period for additional properties from 6 years to 4 years.

 Introduction of a deadweight adjustment of 0.4%; resulting in councils only being 
rewarded for additional property growth over and above 0.4%.  For Torridge this meant 
only property growth above circa 100 properties generated NHB grant funding.

The impact of these changes and the slow down in the number of new properties built is 
shown below.
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2019/20 is the last confirmed year under the current New Homes Bonus (NHB) arrangements. 
It is not clear at this juncture if it will continue in its current guise beyond 2020/21.

The MTFS in the absence of clear  guidance from Central Government assumes that NHB will 
continue forward based upon the current rules.

8. Budget 2019-20

8.1 Full Council on the 26th February 2018 agreed a net revenue budget of £10.31m; the Medium 
Term Financial Strategy (MTFS) highlighted to members a deficit for 2019/20 of £388k rising to 
£433k by 2022-23. 

The budget setting process for 2019-20 has identified various pressures and savings, which 
have been incorporated into a revised MTFS, the most significant are expanded upon below:

 Homelessness
o The Council has experienced significant financial pressures pertaining to 

homelessness; due to recent legislation the Council has increased 
homelessness responsibilities.  Additionally the lack of affordable rental 
accommodation within Torridge at LHA (Local Housing Allowance) rates, has led 
to increased stays within temporary accommodation as officers struggle to 
obtain sustainable tenancies on behalf of their clients.

o The Council is only partly reimbursed (via Housing Benefit) for the costs of 
temporary accommodation.  The LHA rate for a single person is £92.05 per 
week, however temporary accommodation costs can often be in the region of 
£400 - £600 per week; the difference being borne by the Council.

o The Council will receive Preventing Homelessness Grant Funding in 2019/20 of 
£144k which will partly offset this pressure. Funding beyond 2019/20 has not 
been confirmed. Central Government has indicated that they are targeting the 
eradication of rough sleeping by 2027.

 Local Government Association (LGA) Pay Award
o The LGA and the relevant unions agreed a two year pay settlement effective 

from 1st April 2018/19.  The agreement for 2019/20 removed some salary points, 
amalgamated other salary points and created new salary points.  Consequently 
the Council has had to revisit its salary grades to accommodate these changes.  
This process has resulted in an increase to the overall salary costs of the 
Council.

 Job Evaluation
o A recent job evaluation process has resulted in an increase to the salary costs of 

the Council’s HGV drivers within the Operations team

 Revised Waste Collection Service
o Members will recall that the Council introduced a revised Waste Collection 

service effective from June 2018. The key components of the new service being:
 Alternative weekly collection of residual waste
 Weekly collection of recycling
 Introduction of chargeable green waste service
 Separate Food Collections

o The service has been operational for nine months, the original resources 
allocated to the service have been re-examined in light of the greater than 
anticipated recycling tonnages and other operational issues. Consequently 
additional staffing resources have needed to be assigned to the service.
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o The recycling tonnages collected and the take up of the green waste service 
have both exceeded projections, consequently the income targets for both have 
been revised upwards.

 Agency Budgets
o The refuse collection utilises agency staff for a variety of reasons:

 Cover for sickness
 Vacancies
 Annual Leave

o Agency staff costs have risen for two reasons:
 Agency working regulations oblige employers to pay agency staff the 

same salary (after 12 weeks) as their own staff. As the salaries of the 
Council’s operations staff have risen so have the costs of the agency 
staff filling these roles.  The two year LGA pay award was weighted 
towards the those lower salary grades generally payable to refuse 
and street cleansing staff, where it has meant  above inflation rises,

 It has been increasingly difficult to obtain agency staff, particularly 
HGV drivers, with the result that the costs of agency staff have risen 
significantly above inflation

8.2 The tables below summarises the movement on funding and expenditure identified since 
the Council’s MTFS was last reported to members in February 2018.

 

2019-20 2020-21 2021-22 2022-23
Funding Movement - (favourable) / adverse £'000 £'000 £'000 £'000
Rural Delivery Grant (93) 0 0 0
Prior Year Council Tax and Business Rate Surplus (325) 0 0 0
Business Rate Income (include S31 Grant & 
contribution to Business Rate Pool) 1 (60) (126) (198)
Council Tax Income 19 (18) (53) (88)
New Homes Bonus Income 94 66 32 (7)
Contribution to Reserve (Economic Development) (190) 0 0 0
TOTAL (495) (12) (147) (292)

2019-20 2020-21 2021-22 2022-23
Pressures and Savings  - (favourable) / adverse £'000 £'000 £'000 £'000
Salary Related (includes Agency costs) 331 388 441 486
Operations Related Pressures, Fuel, Vehicle Hire etc 37 37 37 37
Preventing Homelessness Grant (144) 0 0 0
Inflation 56 56 56 56
Homelessness 200 200 200 200
Green Waste & Recycling Credits Income (125) (125) (125) (125)
Interest receivable /payable (41) (51) (59) (69)
Increased revenue contribution - Replacement of 
Vehicles 44 44 44 44
Harbour / Pilotage Income 35 35 35 35
Relocation from Bridge Buildings (38) (38) (38) (38)
Reduced contribution Capital/grant from New 
Homes Bonus (66) (44) (19) 10
Other Pressures & Savings 89 35 46 90
TOTAL 378 537 618 726
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9. Revised MTFS Deficit

The pressures and savings identified since the last MTFS, and revised funding forecasts have 
impacted adversely on the projected deficit on the Council’s revenue budgets. The table below 
summarises this.

2019-20 2020-21 2021-22 2022-23 2023-24
Deficit Deficit Deficit Deficit Deficit
£'000 £'000 £'000 £'000 £'000

2018/19 MTFS 388 514 502 433
2019/20 MTFS 270 1,039 973 866 752
Adverse (favourable) movement (118) 525 471 433  

The Council has previously allocated monies into a Transition in Government Funding reserve to 
be used to balance its budgets whilst recurrent savings were identified. The scale of projected 
deficit means that without corrective action this reserve will be fully utilised during 2020/21  see 
table below:

Projected Utilisation of Transition in Government Funding Reserve

2018/19 2019/20 2020/21
£'000 £'000 £'000

Balance b/fwd 1,287 1,201 931
Contribution to projected 2018/19 overspend 86 **
Contribution to projected funding shortfall 270 1,039
Balance c/fwd 1,201 931 (108)

** Projected 2018/19 overspend is £271k, the 
balance of the overspend to be met from other 
reserves

10. Council Reserves

10.1 In addition to the Transition in Government funding reserve the Council holds others 
reserves, the majority of which have been assigned for Capital purposes.  The make-up of 
the Council’s reserves is as below:

£’000
Capital Reserves   9,140 ****
Transition in Government Funding Reserve   1,287
Other Earmarked Reserves   2,342
Total 12,769

*** The Council’s capital program is currently over committed by £4m as detailed in the 
separate Capital report.  The balance shown is prior to the release of funding to meet 
2018/19 Capital spend

10.2 In addition to the specific reserves held above, a sum of £1.084m is also set aside as the 
General Fund Balance, which is there to deal with unforeseen events that are not budgeted 
for due to their unpredictability e.g. loss of income due to recession and cannot be met from 
other available resources in year. The balance on the General Fund being 10.51% of the 
Council’s Annual net budget

10.3 The current level of monies held is considered appropriate in light of the existing and 
increased levels of risks associated with Torridge’s current operational activities and 
responsibilities and the sum held is periodically risk assessed taking account of any new 
and emerging risks.
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10.4 The Council utilises transfers to reserve to set aside funds for future commitments the table 
below outlines the funds to be set aside over the MTFS.

2019/20 2020/21 2021/22 2022/23 2023/24
£'000 £'000 £'000 £'000 £'000

Vehicle Replacement Reserve 554 554 554 554 554
ICT replacment Reserve 80 80 80 80 80
General Contribution to Capital 203 115 57 87 156
General Contigency Reserve 70 70 70 70 70
Property Backlog Reserve 80 80 80 80 80
Community Grants Reserve 196 151 121 136 170
Other Reserves Transfers 21 (10) (0) 43 43
Total 1,204 1,041 962 1,050 1,153

11. The Funding Horizon

11.1 Fair Funding Review

11.1.1 Torridge along with 97% of all Councils signed up to the four year settlement, 2019/20 
being the last year of the four year settlement.  Central Government is currently undertaking 
a fair funding review to be implemented in 2020/21.  The methodology behind the previous 
fair funding review is over ten years old and has not been updated since the introduction of 
local business rate retention in 2013/14. The review is based upon an assessment of both 
local authorities’ relative needs and resources. In order to determine the relative needs of 
local authorities; the weighting of various factors are considered some of which are shown 
below:

 Population
 Rurality 
 Deprivation
 Responsibility, e.g. Adult Social Care, Children Services, Highways etc.

11.1.2 Allied to the determination of the relative need of local authorities, the total funding to be 
provided by Central Government will be assessed as part of the Comprehensive Spending 
Review.  In simplest terms the Fair Funding Review will determine Torridge’s share of the 
overall local authority funding pot.

11.1.3 As alluded to, the relative needs assessment was last updated in 2013/14 with the 
introduction of local business rates retention. In addition to assessing the relative needs of 
local authorities, this update reassessed the resources available to local authorities with the 
introduction to business rate retention.

11.1.4 For Torridge Council this meant that the 40% of estimated business rates it could retain 
(circa £4m) exceeded the assessment of its need, and consequently it was obliged to pay 
over to central government a tariff (circa £2m).  

11.1.5 Since the introduction of local business rates retention Torridge Council along with the 
majority of Shire Districts have enjoyed significant growth in income from business rates, 
relative to their baseline funding level. This being due to the high percentage of business 
rates retained by Shire Districts (40%) relative to their level of baseline funding, Shire 
Counties have proportionally benefited less from business rate retention due to them only 
retaining 9% of business rates and their greater levels of baseline funding.

The table below graphically shows the benefits which have accrued to Shire Districts as a 
result of local business rate retention.  
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11.1.6 From a Torridge perspective the growth in business rates income is circa £900k, the 
reassessment of local authorities’ relative need and available resources potentially puts this 
£900k growth at risk.

11.1.7 As detailed in paragraph 3.1 from recent press articles have highlighted the financial 
pressures faced by County Councils; most notably Northamptonshire County Council. 
Whilst the outcome of the fair funding review is unknown, there is a risk that resources will 
be reallocated from Shire Districts to Shire Counties. Adult Social and Children’s Services 
costs have been highlighted in several media articles as spiralling out of control.

11.1.8 The fair funding review in addition to assessing local authority relative need, also reviews 
the level of resources available to local authorities; in particular business rate income 
(Business Rate Baseline).

11.1.9 The last fair funding reset in 2013/14 projected local authority business rate baselines 
based on  the previous two financial years (2010/11 and 2011/12). The use of the latest 
data from 2011/12 meant that significant changes to some local authorities’ baselines were 
not factored in.   

The methodology for the “reset” of business rate income for the Fair Funding Review is still 
being determined. Factors still to be determined include:
 Establishing the base year(s) for assessing (Business Rate Baseline)
 Treatment of outstanding Business Rate appeals
 Treatment of bad debt provisions
 Transitional protection payments and relationship with appeals
 Future proofing for upward movement in mandatory reliefs:

o E.g. Academy Schools Relief

As was the case in 2013/14 with any review of funding there will relative winners and 
losers. To-date there is a lack of any detail from Central Government, (beyond basic 
principles), as to how any Transitional arrangements will be implemented. 

This means at this stage there is no information available as to how quickly gains or 
losses for local authorities after April 2020/21 will materialise.

It should be borne in mind that in addition to assessing the relative need of local authorities 
the fair funding review will also assess the resources available to local authorities, in 
particular Council Tax.  As stated previously central government assumptions regarding the 
resources available to local from Council Tax include the following:
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 Council Tax increase up to allowable referendum limits
 Assumed increases to Council Tax base circa 2% increase

11.2 Business Rate Retention 2020/21

11.2.1 Under the existing Business Rates Retention scheme 50% of all Business Rates are 
retained locally, the splits being:

 40% retained by Districts
 9 % retained by County
 1% retained by Fire Authority
 50% retained by Central Government

11.2.2 It is proposed that under the Business Rate Retention scheme for 2020/21 that 75% of 
business rate income will be retained locally, with Central Government retaining the 
balance of 25%.  It is not known at this juncture what the splits will be between the different 
tiers of local government.

11.2.3 For Shire Districts a reduction in their split could result in a significant reduction in the 
additional income from future gains in business rate income.

11.2.4 Quite clearly with a greater proportion of business rates being retained locally there is a 
greater exposure of local government financing to business rate volatility.

11.2.5 The latest Central Government timetable suggests that local authorities will receive 
indications of the impact of 75% Business Rate Retention by spring 2019, with final figures 
in summer 2019.

11.2.6 Under the current Business Rate Retention scheme there is a system of levies and safety 
nets to mitigate the impact of large swings in Business Rate Income.  With the levy system, 
50% of the growth in business rate income was paid over to Central Government as a levy; 
Torridge membership of the Devon Business Rate Pool and its current membership of the 
Devon Business Rate Pilot have negated the payment to Central Government of levy 
payments.

11.2.7 The safety net system protects councils from declines in funding arising from falls in 
business rate income. Safety net payments are triggered where business rate income 
declines by greater than 7.5%.   Safety net payments are not payable where local 
authorities are members of a Business Rate Pool or Pilot. There will be no levies under the 
2020/21 Business Rate Retention scheme; safety net may be in place mostly likely funded 
by a Central Government top-slice.

11.2.8 Government has indicated that the new system of 75% Business Rate Retention will not 
have levy payment, however there may be a threshold above which local authorities will 
lose business rate income growth. As there will be no levies under the new scheme there is 
no incentive for local authorities to form Business Rate Pool from 2020/21.

11.3 Business Rate Revaluation 2021/22

11.3.1 Government has announced that the next Business Rates revaluation, for the financial year 
2021/22. Business rate revaluations are designed to be both fiscally neutral at a national 
level, i.e. the sum of business rates liability nationally should not increase or decrease; and 
should also be fiscally neutral for individual local authorities.  Business Rate revaluations 
are undertaken to adjust rateable values to reflect changes in the property market. 

11.3.2 However the 2017/18 business rate revaluation saw an increase of £100k in the business 
rates collected by Torridge Council from renewable energy schemes (Wind and Solar). 
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11.3.3 Changes to business rate income from renewable energy schemes were excluded from the 
“fiscally neutral” element of the business rate revaluation.  Torridge retains 100% of all 
business rates from renewable energy, circa £800k in 2018/19 consequently there is a risk 
to Torridge’s funding if renewables energy schemes suffer a downward valuation in 
2021/22.

11.3.4 There are still unknown variables with respect to the 2021/22 Business Rate Revaluation, 
namely 
 the centralisation of business rate appeals from 2021/22
 impact of the tier splits arising from the move to 75% business rate retention in 2020/21

12. COMPREHENSIVE SPENDING REVIEW

12.1 During the spring of 2019 Central Government will undertake a Comprehensive Spending 
Review which will determine the overall funding envelope for Local Government.  It is 
envisaged that the Comprehensive Spending Review will cover the period 2020/21 – 
2023/24.

13. ROBUSTNESS OF THE BUDGET

13.1 Section 25 of the Local Government Act 2003 requires the Chief Financial Officer (s151 
Officer) of a billing or major precepting authority to report to Members on the following 
matters;

 The robustness of the estimates made for the purposes of the budget calculations;
 The adequacy of the proposed financial reserves contained within the budgets.

Robustness of Estimates

13.2 The estimates have been calculated based upon the information contained within the work 
and associated papers and guidance used to forecast the Medium Term Financial Strategy 
2019/20 to 2023/24 within this report.  

13.3 The estimate of income in the 2019/20 budget arising from the Business Rates Retention 
System is considered the greatest risk in terms of its accuracy in the light of significant 
changes reported in section 5 of the report. Thereafter the impact of the following 
represents the greatest uncertainty in funding for the Council.

 Comprehensive Spending Review
 The Fair Funding Review 2020/21
 75% Business Rate Retention in 2020/21 
 Business Rate Revaluation 2021/22
 New Homes Bonus post 2019/20 

13.4 The final consideration is that this Council has a robust performance management 
framework in place with regular reports being presented to the Senior Management Team, 
Overview & Scrutiny (Internal) and Community & Resources Committees. This framework 
provides additional reassurance that budgets are proactively monitored and controlled 
throughout the financial year.

13.5 Taking all of the above into consideration, the budget which has been recommended for 
approval by Council is sufficiently robust for members to use it as a basis for approving the 
proposed Council Tax for 2019/20 and the use of financial reserves.
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14 Medium Term Financial Strategy 2019/20 to 2023/24

14.1 It is prudent when considering the Budget 2019/20 that Members are aware of and take 
account of the longer term impacts that decisions and assumptions today have on the 
robustness of the Council’s financial position over the medium term.  The Medium Term 
Financial Strategy (MTFS) is a method of modelling this by the application of a range of 
assumptions, estimates and sensitivity analysis to produce an overall financial picture of 
how Torridge might look in 2023/24.

14.2 It is worth noting that these are only forecasts and they will definitely change, some better 
and some worse and this is therefore a guide to enable Members to consider strategically 
how they want the Council to operate over the coming years and what resources are 
available to deliver the Council’s services and to support and  implement the Strategic Plan. 
Members should also be reminded that where assumptions have been made for items such 
as Council Tax increases these do not bind the Council to those assumptions and Members 
will determine annually whether or not to increase Council Tax.

14.2.1 In reviewing the MTFS some core assumptions have been used to base the forecasts on. 
These changes reflect actual experience and additional information or remove unsafe 
assumptions. The significant and material assumptions made in preparing the MTFS also 
reflects the risks associated with the preparation of longer term forecasts and the main 
areas included are as follows:

Council tax increase  MTFS assumes no uplift in 2019/20, there after a £5 increase per 
Band D (circa 3%)  per annum is assumed for the remainder of the MTFS.  As stated 
previously Central Government assessment of the resource available to the Council will 
assume that Council Tax will rise in line with referendum limit.

Tax Base  The MTFS assumes an increase of 285 Band D Equivalents, circa 1.2% per 
annum

Revenue Support Grant no grant payable from 2020/21 onwards

Rural Services Delivery Grant £0.477m in 2019/20, and £0.380m thereafter. 

Officer Pay will increase by 2% for the duration of the MTFS. It should be noted that 
Torridge is party to National Pay Agreements between the LGA and the relevant unions.

Universal Credit  No assumption has been made regarding the Admin Grant Torridge 
receives from  Department of Works and Pension for administrating Housing Benefit claims 
beyond 2019/20 with respect to the move towards Universal Credit. 

Rents fees and charges Assume to rise in line with inflation. This does not include car 
park charges, where no increase has been assumed over the period of the forecast. 
However this does not preclude the Council from raising car park charges. The Council can 
still decide to raise charges by more or less than is included in the forecast with a 
corresponding impact. 

Local Government Pension Scheme the last revaluation of the scheme took place during 
2016, effective from 1st April 2017, following the review the employer’s pension 
contributions have rose from 14.3% to 15.8%.  The next actuarial revaluation of the pension 
scheme will take place during 2019 and come into effect from 1st April 2020.  The MTFS 
assumes the employers pension contribution will rise to 17.3% for the duration of the 
MTFS.  
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Additionally the MTFS assumes the contribution towards the Council’s underlying pension 
deficit will rise as indicated below:
 2020/21 £110,000
 2021/22 £  20,000
 2022/23 £  20,000
 2023/24 £110,000

Business Rate Growth The MTFS forecasts additional income from the business rates 
retention.  The Council is forecast to benefit from growth in the business rates tax base at 
1.5% per annum over the life of the MTFS.  

New Homes Bonus In the absence of any clear steer from Central Government the MTFS 
assumes there will be no changes to the rules governing the allocation of funding to local 
authority. 

Fair Funding Review and 75% Business Rate Retention:  At this juncture there is 
insufficient detail available to enable the Council to make any projections as to the impact 
the Fair Funding Review and 75% Business Rate Retention 2020/21, consequently the 
MTFS make no projections pertaining to their impact.  However it should be noted that the 
impact is likely to be negative upon Torridge’s funding for the reasons listed below:

 Shire Districts such as Torridge have enjoyed funding growth from Business Rate 
Retention especially compared with Shire Counties (see 11.1).  With effect from 
2020/21 all business rate growth achieved by individual local authorities since 
2013/14 will be lost.  

 This business rate growth nationally of circa £1.5bn will be then (subject to any top 
slice by central government) be redistributed through the local authority sector 
based upon need the Fair Funding Review assessment of need and available 
resources.  Given the pressure widely reported by upper tier shire counties, it would 
be reasonable to expect some transfer of funding between the tiers of local 
government

14.3 With all these forecasts and assumptions modelled through to 2023/24, Torridge’s Budget 
is forecast to move from £10.31m in 2018/19 to £11.414m by 2023/24.  

14.4 By 2023/24 the model assumes that if no remedial action is taken then the Council will have 
a funding gap of £0.752m with its Transition in Government Funding Reserve exhausted 
during 2020/21.  

2019/20 2020/21 2021/22 2022/23 2023/24
£'m £'m £'m £'m £'m

Cost of Service 9,109 9,668 9,920 10,156 10,453
Reserve Movements 1,204 1,041 962 1,050 1,153
Other (164) (175) (182) (192) (192)
Projected Revenue Budget 10,149 10,534 10,700 11,014 11,414
Government Grants 604 380 380 380 380
New Homes Bonus 1,189 1,015 897 957 1,096
Business Rates 4,274 4,164 4,345 4,534 4,730
Council Tax 3,811 3,936 4,105 4,276 4,455
Projected Funding 9,879 9,496 9,728 10,147 10,662
Contribution from Reserves to balance budgets 270 1,039 973 866 752

Area
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14.5 The MTFS is reviewed and refreshed on an annual basis to take account of new and 
emerging changes in actual income and expenditure and any revised forecasts. As the table 
above shows there is considerable further work required to bring the Council’s budget into a 
balance position over the life of the MTFS. 

15 Bridging the Funding Gap

15.1 In light of the projected funding gap of £752k at 2023/24 and with further funding challenges 
anticipated from the Fair Funding Review it would be imprudent of the Council not to take 
steps to bridge the funding gap. 

15.2 Members have three separate reports:

 Homelessness Temporary Accommodation Options 2020-21 onwards
 New Homes Bonus – Community Grants
 Council Tax – Changes to Discounts and Premiums Policy

These reports outline potential savings which if approved by members would contribute 
towards the setting of a balance budget. The Council can also bridge some of the identified 
deficit by deciding to raise Council Tax in 2019/20.

15.2.1 Increasing the Council Tax in 2019/20 by £5 for a Band D equivalent (circa 3.15%) would 
reduce the projected deficit as details below:

£’000
2019/20 119
2020/21 120
2021/22 122
2022/23 123
2023/24 128

15.2.2 Changing the Councils Tax Discounts (Empty and Unfurnished) and Premiums (long term 
empties) as detailed in the separate report would contribute to the deficit as detailed below: 
The figure below ignore the impact of any future Council Tax increases.  

Members should note that the changes to the Council Tax Discounts and Premiums were 
recommended by an Internal & Overview Scrutiny Task & finish Group. 

£’000
2019/20     35
2020/21     44
2021/22     46
2022/23     46
2023/24     46

15.2.3 In recognition of the deficit faced by the Council in 2019/20, it is proposed that the funds 
allocated from New Homes Bonus monies for Community and Member Grants are reduced 
by £115k to bring the 2019/20 budgets back into balance. The funds available for 
Community and Member Grants for 2019/20 would then be £153k.

Members should note that 2019/20 is the final year under the current New Homes Bonus 
rules.  
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15.2.4 The bridging of the 2019/20 deficit of £270k by the proposals above are detailed below:

£’000
Raise Council Tax     119
Changes to Council Tax Discounts/Premiums      35
Reduced Community & Member Grants    116 
Subtotal    270

15.2.5 The separate Homelessness Temporary Accommodation Report contains further details 
regarding the options available to mitigate the pressures the Council is facing with regards 
to temporary accommodation placements

The advantages of each are summarised below:

 Raising Council Tax in 2019/20 by the Referendum Limit (£5 Band D)
o Central Government assessment of resources available to Torridge will assume the 

Council Tax will increase
o Council Tax is the Council’s most stable form of income
o Torridge’s share of the total tax charged is relatively small so the impact of a 

Torridge increase is relatively minor to the individual tax payer
o Contributes to the deficit identified within the MTFS 

 Council Tax Discounts and Premiums
o Reducing the discount for empty and unfurnished properties from 3 months to 1 

month brings Torridge more in line with neighbouring authorities
o Raises additional Council Tax and contributes to the MTFS identified deficit
o Increasing the Council Tax charged for long term empty properties should 

incentivise owner to bring their properties back into occupation
o Raises additional revenue for Torridge’s preceptors

Risk Assessment

16 The major risks associated with the achievement of both the Budget 2019/20 and the MTFS 
is that the major assumptions and forecasts highlighted in paragraph 14.2.1 are significantly 
different to that considered to be the position now.  They are forecasts so we do expect 
them to change in both positive and negative ways and the Finance Team regularly monitor 
and update our forecast position when new information comes to light. 

Implications

Legal Implications
The Council is required to set a balanced annual budget.

Financial Implications
These are contained in the report.

Human Resources Implications
These will form part of the detailed budget consideration.

Sustainability Implications
These will form part of the detailed budget consideration.

Equality/Diversity
These will form part of the detailed budget consideration.
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Risk Management
The Council will be required to reduce net expenditure over the medium term. The MTFS (section 
14) indicates the level of reduction required and reduces the risk of not achieving a balanced 
budget or identifying savings that are not achievable.

Compliance with Policies and Strategies
Forms part of the strategy process.

Lead Member Views

Councillor Hurley:
Date of Consultation – 24th January 2019

“Whilst it is always difficult to recommend and justify a decision to increase the Council Tax in any 
year, it is my opinion that small yearly increases are preferable to sporadic much larger increases.  
It is now clearer than ever that in the relaxation of Government controls it is recognised that there 
is no additional money at a national level to plug the growing financial gap in providing services 
locally and the importance of Council Tax grows year on year.
 
We can see from the report that Torridge is in a relatively good financial position compared to other 
Councils across the country but we still have substantial forecast budget gaps in the future to 
address. Council Tax is one of few areas that we have control over to manage our finances and we 
must plan not just for next year, but for the future and, therefore, I support the recommendations in 
the report.
   
Conclusions

17 The report highlights the challenges faced by Torridge Council in an increasingly uncertain 
environment. Previous financial prudence has generated reserves which allow the Council 
time to bring its budgets back into balance over the course of the MTFS. .

Recommendations:

Recommend to Full Council

18 That Members note the following

a) Note the Chief Finance Officer (s151 Officer) assurance of the robustness of the budget 
2019/20 set out in section 12 of the report.

b) Note the assumptions and forecast applied to develop the MTFS outlined in section 14

c) Note the forecast deficit of £0.752m in the MTFS for 2023/24

d) Note the risks associated with the Budget 2019/20 and MTFS outlined in section 16

e) Note that a Joint Internal & External Scrutiny committee will review the grants made to external 
bodies for the financial year 2020/21.

That Members approve the following

f) Torridge’s Band D Council Tax for 2019/20 be increased by £5 (3.15%) from £158.86 to 
£163.66 per year

g) The changes to Council Tax Discounts and Long Term Empty Premiums detailed in the 
separate report are approved.

h) £116k is top-sliced from the New Homes Bonus – Community Grants Allocation
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i) Torridge’s Net Revenue Budget 2019/20 is £10.149m.

j) The contributions to the Council’s reserves as outlined in paragraph 10.4 are approved.

k) That the Head of Paid Service, Senior Management and the new council review and revise the 
strategic plan & priorities and prepare options to achieve the savings going forward.

SUPPORTING INFORMATION

Consultations: Date of Consultation – 24 January 2019

Leader - Councillor J Whittaker
Deputy Leader – Councillor D Hurley

Officers Consulted – 
Head of Paid Service
Senior Solicitor

Contact Officer: Steve Hearse  – Strategic Manager (Resources)

Background Papers:
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REPORT OF     Customer Support Manager
To:                    Full Council
Subject:            Proposed Changes to Council Tax Legislation – Long Term Empty Properties
                          & Review Current Council Tax Local Discount Policy

Date:                 25 February 2019 Reference:

PURPOSE OF REPORT:   To review the changes to Council Tax legislation for Long Term Empty 
Properties and the existing Torridge District Council, Council Tax Local Discount Policy for 
properties that are Unoccupied and Unfurnished or Undergoing Major Structural alterations or 
Uninhabitable to enable any changes to be agreed by 31 March 2019.  

1. INTRODUCTION

With effect 1st April 2013 the Government introduced legislation that gave discretionary power to all 
Local Authorities to set their own levels of discount in respect properties that are Unoccupied and 
Substantially Unfurnished, Undergoing Major Repairs and Second Homes, it also gave Local 
Authorities powers to set an ‘empty homes premium’ (up to 150% charge) for properties that are 
unoccupied and Substantially Unfurnished for over 2 years.

On the 19th November 2012 the Community and Resources Committee agreed the Torridge District 
Council Local Discount Policy (April 2013) which allowed the following discounts:

 Unoccupied and Unfurnished properties – 100% discount for up to 3 months followed by a 
100% charge.

 Unoccupied and Unfurnished and Undergoing Major Structural Alterations/Repair Works – 
100% discount for up to 12 months, unless the works are completed sooner followed by a 100% 
charge.

 Second Home – no discount applicable.

The Council also commenced charging the 50% premium on properties that have been Unoccupied 
and Unfurnished for more than 2 years.

The ‘Rating (Property in Common Occupation) and Council Tax (Empty Dwellings) Bill’ was given 
Royal Assent on 1st November 2018.

This new legislation gives Local Authorities powers to charge higher amounts for long-term empty 
properties as follows:

 For the financial year from 1st April 2019 the maximum additional premium is 100%
 For the financial year from 1st April 2020 the maximum additional premium is:

a)  Any property that has been empty between 2 and 5 years 100%
b) Any property that has been empty for over 5 years  200%

 For the financial year from 1st April 2021 the maximum additional premium is:
a)  Any property that has been empty between 2 and 5 years 100%
b)  Any property that has been empty between 5 and 10 years  200%
c) Any property that has been empty for over 10 years 300%
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Now is an opportune time to also review the existing discounts and to understand the potential affect of 
adopting the proposed changes in legislation to long term empty properties. 

At a meeting of the Overview & Scrutiny (Internal) held on 6 November 2018 it was agreed to set up a 
working group to review the implications of applying the new premiums and any reduction to the 
existing discounts.

The working group met on 21 November 2018 and was chaired by Councillor Watson and included 
Councillors Langmead and Tony Inch who were supported by the Council Tax Team Leader and 
Customer Support Manager. 

2. REPORT

Council Tax is one of the Council’s principle income streams at a time when government grants are 
being reduced.  The ‘financial implications’ indicate the potential increased revenue if the 
Unoccupied and Unfurnished and Major Structural Alterations Discounts are reduced and if the 
maximum premiums are applied following the new legislation under the ‘Rating (Property in 
Common Occupation) and Council Tax (Empty Dwellings) Bill’

By implementing these changes it will encourage home owners to occupy/bring their empty 
properties back into use more quickly. 

The table below confirms  what other Devon Council’s currently allow for Unoccupied and Unfurnished 
and Major Structural Alterations properties and what their intentions are regarding The ‘Rating 
(Property in Common Occupation) and Council Tax (Empty Dwellings) Bill’.

Torridge NDDC East Devon West 
Devon

Plymouth Teign-
bridge

Unoccupied 
and 
Unfurnished

3 months 
100%

discount

3 months 
100% 

discount

3 months
100% 

discount

1 month
100% 

discount

1 month
100% 

discount

1 month
100%

discount
Structural 
Alterations

12 month
100%

discount

0 discount 12 months 
50% 

discount

12 months 
50% 

discount

12 months 
50% 

discount

12 months 
50%

Discount
Currently 
reviewing

Intended 
Change to 
Premiums

Maximum 
premiums to 
be applied

Maximum 
premiums to 
be applied

Maximum 
premiums to 
be applied

Maximum 
premiums to 
be applied

Maximum 
premiums to 
be applied

Maximum 
premiums to 
be applied

 

3. IMPLICATIONS

Legal Implications

The Council has discretionary powers to set levels of discount for properties that are Unoccupied and 
Substantially Unfurnished or Undergoing Major Structural Alterations.  The discounts can be applied 
between 0 and 100%.

The ‘Rating (Property in Common Occupation) and Council Tax (Empty Dwellings) Bill’ gives Local 
Authorities the discretionary powers to charge the increased premiums for long term empty properties.
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Any changes would need to be agreed by Council and advertised with the 2019/20 Council Tax 
Resolution by way of public notice. The Council Tax Discount and Premium Policy would need to be 
updated in line with any changes agreed.

Financial Implications

Unoccupied and Unfurnished and Structual Alterations Discount

The working group are proposing the following changes:

o The reduction for unoccupied and unfurnished properties discount from 3 months to 1 month.
o Properties undergoing structural alterations from 12 months  to 6 months from 1st April 2019
            and no discount from 1st April 2020.

At a meeting of Overview & Scrutiny (Internal) held on 18 December 2018 Members endorsed the 
recommendations in this report and requested they be included in the budget report to Full Council on 
25 February 2019.

The following tables indicate the potential increase in revenue that could be realised if the discount 
period is reduced based on the discounts allowed in the financial year 2017/2018.

Unoccupied
& 

Unfurnished

Number
Of

Accounts

Current 
discount
3 months

1 month
discount

Discount 
Totals

3,307 £536,142 £283,330

Increased 
Revenue 0 £252,812

 

Structural 
Alteration

Number 
of 

Accounts

Current 
discount

12 months

6 months
Discount

2019

0 
Discount

2020
Discount 
Totals

257 £150,612 £75,306

Increased 
Revenue

0
£75,306 £150,612

The ‘Rating (Property in Common Occupation) and Council Tax (Empty Dwellings) Bill 

Using the baseline number of properties (70) as at 18 October 2018  that are already paying the 50% 
premium, the following  table indicate the  additional revenue that will be generated:
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Long Term Empty Properties as at 18.10.2018 - Calculations Based on 2018/19 Banding 
Charges for Bideford Parish 

       
Property 

Band
Empty 2-5 

years
Band 

Charge 50% premium 100% 2019
still 100% 

2020
still 100% 

2021
A 20 £1,228.15 £36,844.50 £49,126.00 £49,126.00 £49,126.00
B 10 £1,432.84 £21,492.60 £28,656.80 £28,656.80 £28,656.80
C 8 £1,637.53 £19,650.36 £26,200.48 £26,200.48 £26,200.48
D 7 £1,842.22 £19,343.31 £25,791.08 £25,791.08 £25,791.08
E 3 £2,251.60 £10,132.20 £13,509.60 £13,509.60 £13,509.60
F 1 £2,660.99 £3,991.49 £5,321.98 £5,321.98 £5,321.98
 49  £111,454.46 £148,605.94 £148,605.94 £148,605.94
       

 
Empty 5 

years
Band 

Charge 50% premium 100% 2019 200% 2020
still 200% 

2021
A 2 £1,228.15 £3,684.45 £4,912.60 £7,368.90 7,368.90
B 5 £1,432.84 £10,746.30 £14,328.40 £21,492.60 21,492.60
C 2 £1,637.53 £4,912.59 £6,550.12 £9,825.18 9,825.18
D 2 £1,842.22 £5,526.66 £7,368.88 £11,053.32 11,053.32
E 2 £2,251.60 £6,754.80 £9,006.40 £13,509.60 13,509.60
 13  £31,624.80 £42,166.40 £63,249.60 63,249.60
       

 
Empty 10 

years
Band 

Charge 50% premium 100% 2019 200% 2020 300% 2021
A 1 £1,228.15 £1,842.23 £2,456.30 £3,684.45 4,912.60
B 3 £1,432.84 £6,447.78 £8,597.04 £12,895.56 17,194.08
C 1 £1,637.53 £2,456.30 £3,275.06 £4,912.59 6,550.12
D 1 £1,842.22 £2,763.33 £3,684.44 £5,526.66 7,368.88
E 2 £2,251.60 £6,754.80 £9,006.40 £13,509.60 18,012.80
 8  £20,264.44 £27,019.24 £40,528.86 54,038.48
       

  
Current 
charge 2019 2020 2021

  Totals £163,343.70 £217,791.58 £252,384.40 £265,894.02
       

  Net additional revenue £54,448 £89,041 £102,550

Summary of Working Group proposals

1. Adopt maximum premiums for long term empty properties.
2. Reduce 100% 3 month discount for unoccupied & substantially unfurnished properties to a 

maximum of 1 month from 1st April 2019.
3. Reduce the 100% 12 month discount for properties undergoing major structural alterations as 

follows:
- 1st April 2019 – 100% discount for 6 months maximum 
- 1st April 2020 -  0% discount
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Combined impact of all proposed changes

 
E&U 1 
month

Structural 
Alterations Premiums Totals £

Torridge 
Share 
9% (£)

2019 252,812 75,306 54,448 382,566 34,431
2020 252,812 150,612 89,041 492,465 44,322
2021 252,812 150,612 102,550 505,974 45,538
Total 758,436 376,530 246,039 1,381,005 124,290

The Customer Support Manager is currently in negotiations with Devon County Council regarding the 
potential to allow TDC to retain a higher percentage of the income generated from the changes.

Human Resources Implications
The Revenues Team have 1.5 Visiting Officers that inspect unoccupied and unfurnished properties and 
properties undergoing major structural alterations, the proposed reduction in discount for 2019 would 
not affect their role as there would still be a requirement to inspect the properties to confirm the 
discount is applicable.  

From 2020 there may be reduced visits due to the structural alterations discount being removed. 
However, there would still be a necessity to periodically review unoccupied and unfurnished properties 
to ensure our empty property records are correctly indicated and updated when properties become 
occupied/furnished.  

There may be a requirement for more visits to properties that are indicated as long term empty to verify 
claims from owners/liable person that the property has become furnished/occupied and ensure the 
premium charges are removed correctly.  

Sustainability/Biodiversity Implications
By reducing discount available for unoccupied properties and applying the maximum premiums for long 
term empty properties it will encourage owners/liable persons to bring properties back into use, which 
could assist with the local housing needs.

Equality/Diversity
By amending our policy and providing clear definitions for Empty Properties and Premiums for long 
term empty properties, all property/liable owners/persons will be treated equally.

Risk Management
Owners attempting to avoid the Long Term Empty Premiums may claim their properties are furnished.  
By having a clear definition in the Policy of what constitutes a furnished property and a Visiting Officer 
inspecting the property to confirm if the property is considered furnished or substantially unfurnished 
will reduce this risk.

For reference, the Department of Communities and Local Government advice for definitions for the 
purposes of administering both discounts and premiums is:

1.  A property which is substantially unfurnished is unlikely to be occupied or be capable of 
occupation. A property which is capable of occupation can reasonably be expected to contain some, if 
not all, items from both of the following categories: furniture such as bed, chairs, table, wardrobe or 
sofa, and white goods such as fridge, freezer or cooker.
2. Where a property is said to be occupied it will be reasonable for the local authority to
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cross-check with the electoral roll , or ask for evidence, such as utility bills showing usage of services, 
driving licence as proof of address, or receipts or other proof of moving costs.

Compliance with Policies and Strategies

If Members agree to make changes then the existing policy will need to be updated to reflect this.

Data Protection (GDPR) Implications

Only data that is necessary for the performance of the service is collected; data is held securely and 
can only be accessed by officers who have a legitimate need to view/use it.

Data will be kept for as long as is necessary but no longer than six years plus the current year.

Ward Member and Lead Member Views

Councillor David Hurley (Lead Member Customer Support) 24 January 2019

Since reviewing the latest budget report, and the present and future position of Torridge District 
Council’s finances, it is depressingly clear that the intent of the Government is to make Councils 
become evermore self sufficient.  Withdrawal of Government funding and expecting Councils to make 
up the deficit by increasing Council Tax is one method.  By following the recommendations in this 
report we would hopefully see more properties back on the market in a habitable state whilst increasing 
the revenue achieved from properties that landlords/owners had long since ceased to provide payment 
for.  In addition this action would see Torridge fall into line with what is a normal activity by Councils 
across the Country

3. CONCLUSIONS

This is an ideal opportunity to review the Council’s empty property Council Tax Local Discounts Policy 
and the new legislation regarding Long Term Empty Premiums.

This report indicates the potential increased revenue that could be generated by reducing the discounts 
available and adopting the new premiums under the ‘Rating (Property in Common Occupation) and 
Council Tax (Empty Dwellings) Bill’.  

Applying the new premiums to long term empty properties and reducing the empty property discounts 
would also encourage owners/liable persons to occupy/bring empty properties back into use.

The Working Group have agreed to recommend reducing the discounts available for empty properties , 
which would result in potential increased income for the Council and would also still allow the property 
owners/liable persons some relief when their property becomes unoccupied and unfurnished:

5. RECOMMENDATIONS

It is recommended that:

i) The ‘Rating (Property in Common Occupation) and Council Tax (Empty Dwellings) Bill’ is
            adopted and the premiums are applied from 1st April 2019;

ii) Reduce 100% 3 month discount for unoccupied & substantially unfurnished properties to a 
            maximum of 1 month from 1st April 2019.
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iii) Reduce the 100% 12 month discount for properties undergoing major structural alterations as
            follows:

o  April 2019 – 100% discount for 6 months maximum 
o  1st April 2020 -  0% discount

iv) Agree to a new Local Council Tax discount and premium policy that reflects any changes made.

SUPPORTING INFORMATION

Consultations: Date of Consultation:
Officers Consulted -

Contact Officer:

Background Papers:

Page 32



REPORT OF Strategic Manager (Resources)
To: Full Council
Subject: New Homes Bonus – Community Grants
Date: 25 February 2019 Reference:

PURPOSE OF REPORT:   
To determine how the New Homes Bonus funding is to be utilised in its fourth year of operation.

1. INTRODUCTION

The New Homes Bonus Scheme will be entering its fourth year from April 1, 2019.   In year three of 
the scheme there was £265,919.00 available for local organisations and groups to apply for.  

There was also an additional £72,000 set aside for the personal Councillor Grants who each 
received £2,000 to allocate at their discretion. 

2. REPORT

The latest budget forecast predicts that the funding available within the scheme for year four is to be 
circa £196,000 plus the £72,000 for Members should the formula for allocating NHB resources 
continue in its current format.

Should the scheme continue in a similar manner to as it does now, all applications will follow the 
same process as they did in year three with applications requiring sign off by the appropriate Ward 
Member(s) prior to submission and thereafter they will be scored by officers, the Head of Paid 
Services and the Leader of the Council against set criteria that has been pre-agreed by Members.  

The Council however is facing overriding budgetary constraints and it needs to be decided as to 
how the New Homes Bonus allocation is utilised as part of the wider context of the Authority’s 
overall budgeting for its fourth year allocation.  There are several points to consider when making 
these decisions. 
 

 In year three it was agreed that a limit of £10,000 in total be set as the amount that any one 
organisation could apply for and this was also the case for Parish and Town Councils.

 There is once again a large reduction in the amount of funding that is available. 
  A number of Parish Councils in year three had multiple projects that they wished to 

undertake but could not re-apply.
 The Councillors “personal” grants were increased from £1,000 in year 2 up to £2,000 in year 

3.

Members should be aware that 2019/20 is the last confirmed year of New Homes Bonus Funding. 
At a national level the New Homes Bonus scheme costs Central Government circa £900m. The Fair 
Funding Review 2020/21 will rebase local authority funding based upon an assessment of local 
authority need.

At this juncture it is not known if the current New Homes Bonus Scheme will continue in its current 
guise beyond 2019/20 or if the £900m allocated to the New Homes Bonus Scheme is reallocated to 
local authorities by some other methodology.
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The Council’s Medium Term Financial Strategy (MTFS) 2019/20 – 2023/24 is currently projecting an 
annual deficit of £700k by 2023/24, before any assessment of the impact of Fair Funding Review 
2020/21
 
It is not possible at this juncture to quantify the impact of the Fair Funding Review 2020/21 on 
Torridge finances. However Shire Districts like Torridge have benefited significantly from the 
introduction of Business Rate Retention compared with their Shire County colleagues.  
Consequently it would be prudent to assume there could be some reallocation of resource away 
from shire districts.

3. IMPLICATIONS

Legal Implications

A grant agreement will be drafted and signed for each application to ensure the secure allocation of 
the money for the intentions proposed.

Financial Implications

 In year four there would be £268,000 available for the New Homes Bonus scheme and 
“personal” Councillor grants based on the current formula to share NHB resources..  

 A grant agreement will be drafted and signed for each application to ensure the secure 
allocation of the money for the intentions proposed. 

 Where applications have scored satisfactorily but have yet to amass the total funding 
required for their project, a letter of financial commitment will be provided and the funds then 
paid upon evidence of the shortfall being met. 

 The availability of New Homes Bonus funding beyond 2019/20 is unknown

Human Resources Implications
Not applicable.

Sustainability/Biodiversity Implications
Council funds used to support community projects that will leave a legacy for the future.

Equality/Diversity
All applications are independently scored and assessed against set criteria.

Risk Management
Applications are endorsed by Ward Members and scored independently by three different parties. 

Compliance with Policies and Strategies
The scheme complies with the Community Grant Fund criteria that were adopted by Members.
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Leaders Views

I am obviously delighted that there will be the opportunity for what has been an invaluable funding 
Scheme for local Projects and Parish Council’s to continue. However,  some careful consideration is 
needed  I feel  to ensure that in what will probably be the last year this Council is able to deliver the 
scheme. It’s  essential I feel that the very best is made of the opportunities the Scheme will  be able 
to provide. Members will have a  choice about several aspects of how the Scheme will be delivered 
during the 2019/20 year.  

4. CONCLUSIONS

 There is considerably less funding available in year four than there was in the previous years 
and the Authority is facing further financial constraints elsewhere.

 It’s possible that the available funds could be utilised in a different way to the previous three 
years of the scheme, both as a scheme itself but also in the wider context of the Authority’s 
budgetary requirements.

5. RECOMMENDATIONS

 The statutory S151 officer recommends that members note the uncertainty over future New 
Homes Bonus Funding beyond 2019/20. The allocation of Community and Member grant 
funding for 2019/20 should take into account the Council’s financial position contained in the  
Budget 2019/20, MTFS 2019/20 to 2023/24 Report also on the agenda for the meeting.  The 
recommendation in that report is that £115,000 is required in 2019/20 from the New Homes 
Bonus – Community Grants allocation to balance the Revenue Budget 2019/20 (subject to 
other decisions on Council Tax).

For 2019/20 that Members determine whether to
 

 Use all of the £268,000 for the New Homes Bonus scheme and Councillor grants
 Allocate the funds to invest in either the Authorities capital programme or contribute towards 

the Council’s funding deficit i.e. reduce the sum allocated to £153,000 in order to balance the 
Council’s Revenue Budget 2019-20.  Therefore reducing the pot to £72,000 Member Grants 
and £81,000 Community Grants.

If it is agreed that the New Homes Bonus is allocated funds it is recommended that:

 Town and Parish Councils are able to re-apply for applications for differing projects.
 That the maximum grant allocated to any organisation (or accumulation of grants) is reduced 

to £5,000.
 Members determine whether the personal Councillor grants remain at £2,000; are reduced 

back to £1,000 or that they are scrapped completely in order to increase the level of 
resources available fro Community Grants

SUPPORTING INFORMATION

Consultations: Date of Consultation –  

Officers Consulted – Jenny Wallace, Steve Hearse,                           
Sean Kearney, Staci Dorey

                                                           
                                  
Members Consulted –Cllr J.Whittaker.
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Contact Officer: James Jarroudi
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Recommendations from Community & Resources 
Committee
Meeting held on 4 February, 2019

Budget 2019/20, Medium Term Financial Strategy 2019-20 to 2023-24 

Recommend to Full Council:

a) That the assurance of the Chief Finance Officer (s151 Officer) of the robustness 
of the budget 2019/20 as set out in section 12 of the report be noted.

b) That the assumptions and forecast applied to develop the MTFS outlined in 
section 14 of the report be noted.

c) That the forecast deficit of £0.752m in the MTFS for 2023/24 be noted.

d) That the risks associated with the Budget 2019/20 and MTFS outlined in section 
16 of the report be noted.

e) That a Joint Internal & External Scrutiny committee to review the grants made to 
external bodies for the financial year 2020/21be noted.

f) That Torridge’s Band D Council Tax for 2019/20 be increased by £5 (3.15%) 
from £158.86 to £163.66 per year be approved.

i)     That Torridge’s Net Revenue Budget 2019/20 to be £10.149m be approved.

j)     That the contributions to the Council’s reserves as outlined in paragraph 10.4 of 
       the report be approved.

k)    That the Head of Paid Service, Senior Management and the new council, review 
       and revise the strategic plan & priorities and prepare options to achieve the 
       savings going forward be approved.

Proposed changes to Council Tax Legislation - Long Term Empty Properties 
and Review Current Council Tax Local Discount Policy 

Recommend to Full Council:

i. That the ‘Rating (Property in Common Occupation) and Council Tax (Empty 
Dwellings) Bill’ be adopted and the premiums be applied from 1st April 2019;

i. That 100% 3 month discount for unoccupied & substantially unfurnished 
properties be reduced to a maximum of 1 month from 1st April 2019.

ii. That the 100% 12 month discount for properties undergoing major structural 
alterations be reduced as follows:
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iii. April 2019 – 100% discount for 6 months maximum 
1st April 2020 -  0% discount

iv. That a new Local Council Tax discount and premium policy to reflects 
changes made be agreed.

New Homes Bonus Community Grants 

Recommend to Full Council:

i. That the personal Councillor grants remain at £2,000 be approved

ii. That £115k is top-sliced from the New Homes Bonus – Community Grants 
Allocation to utilise in the Revenue Budget 2019/20 be approved.
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RECOMMENDATIONS FROM INTERNAL OVERVIEW 
& SCRUTINY
Meeting held on 12 February, 2019

Budget 2019/20, Medium Term Financial Strategy 2019-20 to 2023-24 

Recommend to Full Council:

a) The assurance of the Chief Finance Officer (s151 Officer) of the robustness of 
the budget 2019/20 set out in section 12 of the report be noted.

b) The assumptions and forecast applied to develop the MTFS outlined in section 
14 be noted

c) The forecast deficit of £0.752m in the MTFS for 2023/24 be noted.

d) The risks associated with the Budget 2019/20 and MTFS outlined in section 16 
be noted.

e) That it be noted that a Joint Internal & External Scrutiny committee will review 
the grants made to external bodies for the financial year 2020/21.

f) Torridge’s Band D Council Tax for 2019/20 be increased by £5 (3.15%) from 
£158.86 to £163.66 per year be approved.

g) The changes to Council Tax Discounts and Long Term Empty Premiums 
detailed in the separate report be approved.

h) £115k is top-sliced from the New Homes Bonus – Community Grants Allocation 
be approved

i) Torridge’s Net Revenue Budget 2019/20 is £10.149m be approved.

j) The contributions to the Council’s reserves as outlined in paragraph 10.4 be 
approved.

k) That the Head of Paid Service, Senior Management and the new council review 
and revise the strategic plan & priorities and prepare options to achieve the 
savings going forward be approved.

l) That a response be made to the relevant offices of Central Government raising 
concerns about the local authority settlements over the years and the uncertainty 
that it is creating.
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REPORT OF Strategic Manager Resources
To: Full Council
Subject: Council Tax Resolution 2019/20
Date: 25 February 2019 Reference:

PURPOSE OF REPORT: 
The purpose of this report is to enable the Council to calculate and approve the Council Tax 
requirement for 2019/20.

1. INTRODUCTION
Under legislation The Council, as Billing Authority, is required to set the Council Tax for the 
District area for the forthcoming financial year.

2. REPORT

The Localism Act 2011 has made significant changes to the Local Government Finance Act 
1992, and now requires the billing authority to calculate a Council Tax requirement for the year, 
not its budget requirement as previously.

At the meeting of Community & Resources Committee on 4th February 2019 Members resolved  
to recommend to Full Council that:

 The District Council revenue budget for 2019/20 be £10,032,410 – subject to the 
following

 £5 increase to Band D Council Tax
 Approval of changes to Long Term Empty Premiums and changes to 

discounts for empty and unfurnished properties and properties 
undergoing Structural Repair

 Reduction of £115k to the New Homes Bonus funded Community Grants

 There should be a £5 increase in the Band D Council Tax level of £163.66 charged by 
Torridge District Council, subject to full council consideration of the budget report

The Budget 2019/20 report is on the agenda of this meeting.

The precept demands from the other precepting bodies have been included within the 
Resolution attached in Appendix 1 and are detailed below: -

Town and Parish Councils
The Town and Parish Council precepts for 2019/20 total £1,492,790. The increase in the 
average Band D Council Tax for Town and Parish Councils is 6.29% and results in an average 
Band D Council Tax of £62.81 for 2019/20.

Devon County Council
Members of Devon County Council met on 21st February 2019 and agreed a 3.99% Council 
Tax Increase. This results in a Band D Council Tax level of £1,384.29.
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Devon and Cornwall Police and Crime Commissioner
The Commissioner has advised that a Band D Council Tax increase of £24 (equivalent to 
12.75%) is required for 2019/20. This results in a Band D Council Tax level of £212.28.

Devon and Somerset Fire and Rescue Authority
Members of Devon and Somerset Fire and Rescue Authority met on 15 February 2019 and 
have agreed a 2.99% Council Tax increase. This results in a Band D Council Tax level of 
£86.51.  

3. RESOURCES IMPLICATIONS

If the formal Council Tax Resolutions for 2019/20 set out in Appendix 1 are approved, the total 
average Band D Council Tax will be as follows: -

 2018/19 2019/20 Increase
 £ £ %
Torridge District 
Council 158.66 163.66 3.15%
Devon County 
Council 1,331.19 1,384.29 3.99%
Devon & Cornwall 
Police and Crime 
Commissioner 188.28 212.28 12.75%
Devon & Somerset 
Fire Authority 84.01 86.51 2.99%
Town & Parish 
Council (average) 59.09 62.81 6.29%
Total average 
Band D 1,821.23 1,909.55 4.85%

4. IMPLICATIONS

Legal Implications
The Council has a statutory obligation to set a balanced budget as well as the level of the 
Council Tax to be charged within the District.

Financial Implications
These are included in the report.

Human Resources Implications
There are no specific human resources implications

Sustainability Implications
There are no specific sustainability implications

Equality/Diversity
There are no specific equality/diversity implications

Risk Management
The Council is required to set the Council Tax each year in accordance with the legislation set 
out above in this report. If this is not done, there is a risk that the Council will be unable to bill in 
a timely manner with a consequential loss of revenue, and this may prevent the prudent 
management of the Council’s financial affairs.
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Compliance with Policies and Strategies
The Council must set Council Tax in accordance with statutory requirements.

Ward Member and Lead Member Views
Lead Member David Hurley 13th February 2019 – “This is last stage in the progress whereby 
Torridge Council in its statutory capacity as the Billing Authority formally sets the Council tax 
both for itself and on behalf of its preceptors. It should be noted that a £5 increase on a Band D 
property is equivalent to a 3.15% rise and apart from the Devon and Somerset Fire Authority, 
this is the lowest of the five resolutions for this year.  Please also bear in mind that Torridge 
District Council receives only 9% of the total amount raised by Council Tax”

5. RECOMMENDATIONS

That Council approve the formal Council Tax Resolution for 2019/20 set out in Appendix 1 to 
this report.
 

SUPPORTING INFORMATION

Consultations: Date of Consultation – 14th February 2019
Officers Consulted –
Head of Paid Service
Senior Solicitor

Contact Officers: Peter Hudson – Senior Capital Accountant

Background Papers: Revenue budget working papers
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APPPENDIX 1 -     TORRIDGE DISTRICT COUNCIL

The Council is recommended to resolve that:

1. It be noted that on the 10th of December 2018 the Council calculated the Council Tax Base 2019/20

(a) for the whole Council area as 23,767.26 [Item T in the formula in Section 31B of the Local Government
Finance Act 1992, as amended (the "Act")] ; and

(b) for dwellings in those parts of its area to which a Parish precept relates as in the attached Appendix A.

2. It calculates that the Council Tax requirement for the Council's own purposes for 2019/20 (excluding Parish precepts) is
3,889,781.11£

3. In accordance with Section 52ZB of the Act the Council determines that its relevant basic amount of Council Tax is
not excessive.

4. The following amounts be calculated for the year 2019/20 in accordance with Sections 31 to 36 of the Act:

(a) 33,836,497.26 being the aggregate of the amounts which the Council estimates for the items set out in Section 31A(2)
of the Act taking into account all precepts issued to it by Parish Councils.

(b) 28,453,925.89 being the aggregate of the amounts which the Council estimates for the items set out in Section 31A(3)
of the Act.

(c) 5,382,571.37 being the amount by which the aggregate at 4(a) above exceeds the aggregate at 4(b) above, calculated
by the Council in accordance with Section 31A(4) of the Act as its Council Tax requirement for the year.
(Item R in the formula in Section 31B of the Act).

(d) 226.47£         being the amount at 4(c) above (Item R), all divided by Item T (1(a) above), calculated by the Council in
accordance with Section 31B of the Act, as the basic amount of its Council Tax for the year (including 
Parish precepts).

(e) £1,492,790.26 being the aggregate amount of all special items (Parish precepts) referred to in Section 34(1) of the Act 

(f) 163.66£         being the amount a 4(d) above less the result given by dividing the amount at 4(e) above by Item T
(1(a) above), calculated by the Council, in accordance with Section 34(2) of the Act, as the basic amount 
of its Council for the year for dwellings in those parts of its area to which no Parish precept relates.

(g) As shown in Appendix A (Valuation Band D column), being the amounts given by adding to the amounts at 4(f) above the
amounts of the Parish Precepts relating to dwellings in those parts of the Council's area mentioned above, divided in each 
case by the amount at 1(b) above, calculated by the Council in accodance with Section 34(3) of the Act as the basic 
amounts of its Council Tax for the year for dwellings in those parts of its area to which Parish Precepts relate.

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

5. It notes that the Devon County Council, Devon and Cornwall Police and Crime Commissioner, and the Devon and Somerset
Fire and Rescue Authority have issued precepts to the Council in accordance with Section 40 of the Local Government
Act 1992 for each category of dwellings in the Council's area as indicated in the table below. 

VALUATION BANDS
A B C D E F G H
£ £ £ £ £ £ £ £

Devon County Council 922.86 1,076.67 1,230.48 1,384.29 1,691.91 1,999.53 2,307.15 2,768.58

Devon & Cornwall Police and Crime Commissioner 141.52 165.11 188.69 212.28 259.45 306.63 353.80 424.56

Devon & Somerset Fire & Rescue Authority 57.67 67.29 76.90 86.51 105.73 124.96 144.18 173.02

6. In accordance with Sections 30 and 36 of the Local Government Finance Act 1992 hereby sets the aggregate amounts 
shown in the tables as per attached Appendix B as the amounts of Council Tax for 2019/20 for each part of its area 
and for each of the categories of dwellings .

Page 43



APPENDIX A

Council Parish The Parishes of :-
Tax Base Precept A B C D E F G H

£ £ £ £ £ £ £ £ £
220.64 9,000.00 Abbotsham 136.30 159.02 181.73 204.45 249.88 295.32 340.75 408.90
14.18 0.00 Abbots Bickington 109.11 127.29 145.48 163.66 200.03 236.40 272.77 327.32

170.21 4,180.00 Alverdiscott & Huntshaw 125.48 146.39 167.31 188.22 230.05 271.87 313.70 376.44
152.19 5,080.00 Alwington 131.36 153.25 175.15 197.04 240.83 284.61 328.40 394.08
207.93 7,865.00 Ashreigney 134.33 156.71 179.10 201.49 246.27 291.04 335.82 402.98
288.27 7,350.00 Ashwater 126.11 147.12 168.14 189.16 231.20 273.23 315.27 378.32
192.54 6,500.00 Beaford 131.61 153.55 175.48 197.42 241.29 285.16 329.03 394.84

5237.31 461,278.00 Bideford 167.83 195.80 223.77 251.74 307.68 363.62 419.57 503.48
210.96 10,123.00 Black Torrington 141.10 164.62 188.13 211.65 258.68 305.72 352.75 423.30
214.92 5,050.00 Bradford/Cookbury 124.77 145.57 166.36 187.16 228.75 270.34 311.93 374.32
411.46 19,000.00 Bradworthy 139.89 163.21 186.52 209.84 256.47 303.10 349.73 419.68
264.69 8,750.00 Bridgerule 131.15 153.00 174.86 196.72 240.44 284.15 327.87 393.44
247.82 10,850.00 Broadwoodwidger 138.29 161.34 184.39 207.44 253.54 299.64 345.73 414.88
322.10 12,125.00 Buckland Brewer 134.20 156.57 178.93 201.30 246.03 290.77 335.50 402.60
57.82 2,751.00 Buckland Filleigh 140.83 164.30 187.77 211.24 258.18 305.12 352.07 422.48
27.28 0.00 Bulkworthy 109.11 127.29 145.48 163.66 200.03 236.40 272.77 327.32

123.41 5,350.00 Clawton 138.01 161.01 184.01 207.01 253.01 299.01 345.02 414.02
154.31 4,500.00 Clovelly 128.55 149.97 171.40 192.82 235.67 278.52 321.37 385.64
351.41 14,820.00 Dolton 137.22 160.09 182.96 205.83 251.57 297.31 343.05 411.66
40.12 0.00 Dowland 109.11 127.29 145.48 163.66 200.03 236.40 272.77 327.32

132.40 3,000.00 East/West Putford 124.21 144.92 165.62 186.32 227.72 269.13 310.53 372.64
146.61 6,250.00 Frithelstock 137.53 160.45 183.37 206.29 252.13 297.97 343.82 412.58

1666.58 199,987.26 Great Torrington 189.11 220.62 252.14 283.66 346.70 409.73 472.77 567.32
308.00 13,899.00 Halwill 139.19 162.39 185.59 208.79 255.19 301.59 347.98 417.58
729.15 25,750.00 Hartland 132.65 154.76 176.87 198.98 243.20 287.42 331.63 397.96
397.34 10,590.00 High Bickington 126.87 148.02 169.16 190.31 232.60 274.89 317.18 380.62
21.67 0.00 Hollacombe 109.11 127.29 145.48 163.66 200.03 236.40 272.77 327.32

1062.74 149,830.00 Holsworthy 203.09 236.94 270.79 304.64 372.34 440.04 507.73 609.28
355.86 11,750.00 Holsworthy Hamlets 131.12 152.97 174.83 196.68 240.39 284.09 327.80 393.36
14.97 0.00 Huish 109.11 127.29 145.48 163.66 200.03 236.40 272.77 327.32

224.41 3,585.00 Landcross/Littleham 119.76 139.72 159.68 179.64 219.56 259.48 299.40 359.28
303.15 7,800.00 Langtree 126.26 147.30 168.35 189.39 231.48 273.56 315.65 378.78
154.35 3,000.00 Little Torrington 122.07 142.41 162.76 183.10 223.79 264.48 305.17 366.20
63.63 2,550.00 Luffincott/Tetcott 135.83 158.46 181.10 203.74 249.02 294.29 339.57 407.48

115.80 5,000.00 Merton 137.89 160.88 183.86 206.84 252.80 298.77 344.73 413.68
172.56 4,050.00 Milton Damerel 124.75 145.55 166.34 187.13 228.71 270.30 311.88 374.26
127.07 3,250.00 Monkleigh 126.16 147.19 168.21 189.24 231.29 273.35 315.40 378.48

5,032.30 318,790.00 Northam 151.34 176.56 201.79 227.01 277.46 327.90 378.35 454.02
77.22 0.00 Newton St Petrock 109.11 127.29 145.48 163.66 200.03 236.40 272.77 327.32
91.69 1,800.00 Pancrasweek 122.19 142.56 162.92 183.29 224.02 264.75 305.48 366.58

315.53 12,000.00 Parkham 134.46 156.87 179.28 201.69 246.51 291.33 336.15 403.38
77.03 1,143.00 Peters Marland 119.00 138.83 158.67 178.50 218.17 257.83 297.50 357.00

171.06 4,300.00 Petrockstowe 125.87 146.84 167.82 188.80 230.76 272.71 314.67 377.60
304.65 5,500.00 Pyworthy 121.14 141.33 161.52 181.71 222.09 262.47 302.85 363.42
120.81 3,170.00 Roborough 126.60 147.70 168.80 189.90 232.10 274.30 316.50 379.80
358.14 13,480.00 Shebbear 134.20 156.57 178.93 201.30 246.03 290.77 335.50 402.60
107.86 6,500.00 Sheepwash 149.28 174.16 199.04 223.92 273.68 323.44 373.20 447.84
221.62 12,114.00 St Giles/Heath & Northcott 145.55 169.80 194.06 218.32 266.84 315.35 363.87 436.64
236.53 6,000.00 St Giles in Wood 126.02 147.02 168.03 189.03 231.04 273.04 315.05 378.06
126.38 5,850.00 Sutcombe 139.97 163.29 186.62 209.95 256.61 303.26 349.92 419.90
113.66 4,000.00 Thornbury 132.57 154.66 176.76 198.85 243.04 287.23 331.42 397.70
41.47 0.00 Virginstow 109.11 127.29 145.48 163.66 200.03 236.40 272.77 327.32

164.17 5,037.00 Weare Giffard 129.56 151.15 172.75 194.34 237.53 280.71 323.90 388.68
87.67 2,007.00 Welcombe 124.37 145.09 165.82 186.55 228.01 269.46 310.92 373.10

621.14 27,236.00 Winkleigh 138.34 161.40 184.45 207.51 253.62 299.74 345.85 415.02
448.95 12,500.00 Woolsery 127.67 148.94 170.22 191.50 234.06 276.61 319.17 383.00
134.95 6,500.00 Yarnscombe 141.22 164.76 188.29 211.83 258.90 305.98 353.05 423.66

8.57 0.00 Lundy 109.11 127.29 145.48 163.66 200.03 236.40 272.77 327.32

VALUATION BANDS
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APPENDIX B

VALUATION BANDS
A B C D E F G H
£ £ £ £ £ £ £ £

Abbotsham 1,258.35 1,468.09 1,677.80 1,887.53 2,306.97 2,726.44 3,145.88 3,775.06
Abbots Bickington 1,231.16 1,436.36 1,641.55 1,846.74 2,257.12 2,667.52 3,077.90 3,693.48
Alverdiscott & Huntshaw 1,247.53 1,455.46 1,663.38 1,871.30 2,287.14 2,702.99 3,118.83 3,742.60
Alwington 1,253.41 1,462.32 1,671.22 1,880.12 2,297.92 2,715.73 3,133.53 3,760.24
Ashreigney 1,256.38 1,465.78 1,675.17 1,884.57 2,303.36 2,722.16 3,140.95 3,769.14
Ashwater 1,248.16 1,456.19 1,664.21 1,872.24 2,288.29 2,704.35 3,120.40 3,744.48
Beaford 1,253.66 1,462.62 1,671.55 1,880.50 2,298.38 2,716.28 3,134.16 3,761.00
Bideford 1,289.88 1,504.87 1,719.84 1,934.82 2,364.77 2,794.74 3,224.70 3,869.64
Black Torrington 1,263.15 1,473.69 1,684.20 1,894.73 2,315.77 2,736.84 3,157.88 3,789.46
Bradford & Cookbury 1,246.82 1,454.64 1,662.43 1,870.24 2,285.84 2,701.46 3,117.06 3,740.48
Bradworthy 1,261.94 1,472.28 1,682.59 1,892.92 2,313.56 2,734.22 3,154.86 3,785.84
Bridgerule 1,253.20 1,462.07 1,670.93 1,879.80 2,297.53 2,715.27 3,133.00 3,759.60
Broadwoodwidger 1,260.34 1,470.41 1,680.46 1,890.52 2,310.63 2,730.76 3,150.86 3,781.04
Buckland Brewer 1,256.25 1,465.64 1,675.00 1,884.38 2,303.12 2,721.89 3,140.63 3,768.76
Buckland Filleigh 1,262.88 1,473.37 1,683.84 1,894.32 2,315.27 2,736.24 3,157.20 3,788.64
Bulkworthy 1,231.16 1,436.36 1,641.55 1,846.74 2,257.12 2,667.52 3,077.90 3,693.48
Clawton 1,260.06 1,470.08 1,680.08 1,890.09 2,310.10 2,730.13 3,150.15 3,780.18
Clovelly 1,250.60 1,459.04 1,667.47 1,875.90 2,292.76 2,709.64 3,126.50 3,751.80
Dolton 1,259.27 1,469.16 1,679.03 1,888.91 2,308.66 2,728.43 3,148.18 3,777.82
Dowland 1,231.16 1,436.36 1,641.55 1,846.74 2,257.12 2,667.52 3,077.90 3,693.48
East & West Putford 1,246.26 1,453.99 1,661.69 1,869.40 2,284.81 2,700.25 3,115.66 3,738.80
Frithelstock 1,259.58 1,469.52 1,679.44 1,889.37 2,309.22 2,729.09 3,148.95 3,778.74
Great Torrington 1,311.16 1,529.69 1,748.21 1,966.74 2,403.79 2,840.85 3,277.90 3,933.48
Halwill 1,261.24 1,471.46 1,681.66 1,891.87 2,312.28 2,732.71 3,153.11 3,783.74
Hartland 1,254.70 1,463.83 1,672.94 1,882.06 2,300.29 2,718.54 3,136.76 3,764.12
High Bickington 1,248.92 1,457.09 1,665.23 1,873.39 2,289.69 2,706.01 3,122.31 3,746.78
Hollacombe 1,231.16 1,436.36 1,641.55 1,846.74 2,257.12 2,667.52 3,077.90 3,693.48
Holsworthy 1,325.14 1,546.01 1,766.86 1,987.72 2,429.43 2,871.16 3,312.86 3,975.44
Holsworthy Hamlets 1,253.17 1,462.04 1,670.90 1,879.76 2,297.48 2,715.21 3,132.93 3,759.52
Huish 1,231.16 1,436.36 1,641.55 1,846.74 2,257.12 2,667.52 3,077.90 3,693.48
Landcross & Littleham 1,241.81 1,448.79 1,655.75 1,862.72 2,276.65 2,690.60 3,104.53 3,725.44
Langtree 1,248.31 1,456.37 1,664.42 1,872.47 2,288.57 2,704.68 3,120.78 3,744.94
Little Torrington 1,244.12 1,451.48 1,658.83 1,866.18 2,280.88 2,695.60 3,110.30 3,732.36
Luffincott & Tetcott 1,257.88 1,467.53 1,677.17 1,886.82 2,306.11 2,725.41 3,144.70 3,773.64
Merton 1,259.94 1,469.95 1,679.93 1,889.92 2,309.89 2,729.89 3,149.86 3,779.84
Milton Damerel 1,246.80 1,454.62 1,662.41 1,870.21 2,285.80 2,701.42 3,117.01 3,740.42
Monkleigh 1,248.21 1,456.26 1,664.28 1,872.32 2,288.38 2,704.47 3,120.53 3,744.64
Northam 1,273.39 1,485.63 1,697.86 1,910.09 2,334.55 2,759.02 3,183.48 3,820.18
Newton St Petrock 1,231.16 1,436.36 1,641.55 1,846.74 2,257.12 2,667.52 3,077.90 3,693.48
Pancrasweek 1,244.24 1,451.63 1,658.99 1,866.37 2,281.11 2,695.87 3,110.61 3,732.74
Parkham 1,256.51 1,465.94 1,675.35 1,884.77 2,303.60 2,722.45 3,141.28 3,769.54
Peters Marland 1,241.05 1,447.90 1,654.74 1,861.58 2,275.26 2,688.95 3,102.63 3,723.16
Petrockstowe 1,247.92 1,455.91 1,663.89 1,871.88 2,287.85 2,703.83 3,119.80 3,743.76
Pyworthy 1,243.19 1,450.40 1,657.59 1,864.79 2,279.18 2,693.59 3,107.98 3,729.58
Roborough 1,248.65 1,456.77 1,664.87 1,872.98 2,289.19 2,705.42 3,121.63 3,745.96
Shebbear 1,256.25 1,465.64 1,675.00 1,884.38 2,303.12 2,721.89 3,140.63 3,768.76
Sheepwash 1,271.33 1,483.23 1,695.11 1,907.00 2,330.77 2,754.56 3,178.33 3,814.00
St Giles on the Heath & Northcott 1,267.60 1,478.87 1,690.13 1,901.40 2,323.93 2,746.47 3,169.00 3,802.80
St Giles in the Wood 1,248.07 1,456.09 1,664.10 1,872.11 2,288.13 2,704.16 3,120.18 3,744.22
Sutcombe 1,262.02 1,472.36 1,682.69 1,893.03 2,313.70 2,734.38 3,155.05 3,786.06
Thornbury 1,254.62 1,463.73 1,672.83 1,881.93 2,300.13 2,718.35 3,136.55 3,763.86
Virginstow 1,231.16 1,436.36 1,641.55 1,846.74 2,257.12 2,667.52 3,077.90 3,693.48
Weare Giffard 1,251.61 1,460.22 1,668.82 1,877.42 2,294.62 2,711.83 3,129.03 3,754.84
Welcombe 1,246.42 1,454.16 1,661.89 1,869.63 2,285.10 2,700.58 3,116.05 3,739.26
Winkleigh 1,260.39 1,470.47 1,680.52 1,890.59 2,310.71 2,730.86 3,150.98 3,781.18
Woolsery 1,249.72 1,458.01 1,666.29 1,874.58 2,291.15 2,707.73 3,124.30 3,749.16
Yarnscombe 1,263.27 1,473.83 1,684.36 1,894.91 2,315.99 2,737.10 3,158.18 3,789.82
Lundy 1,231.16 1,436.36 1,641.55 1,846.74 2,257.12 2,667.52 3,077.90 3,693.48
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REPORT OF Strategic Manager (Resources)

To: Full Council

Subject: Capital Programme  2019/20 – 2025/26 

Date: 25th February 2019 Reference:

PURPOSE OF REPORT: For Members to update the Capital Programme, for new PIDs and 
inflationary pressures, considering the recommendations from Community & Resources  on  
the 4th February 2019 and the member event held on the 29th November 2018 

1. Introduction

1.1. The Capital Programme is an ongoing forecast of capital investment in Torridge and 
the resources that are available to fund these plans.

1.2. This report sets out the challenges facing the council to ensure the capital 
programme is fully funded going forward. These are:

 Inflation – Build cost / Tender Price inflation of existing capital projects.
 New PID’s – To maintain & improve the councils existing infrastructure
 Funding Shortfall – Due to Inflation and additional PIDs, but also arising from 

any future changes to capital funding such as the “New Homes Bonus”.

2. Capital Programme Overview

2.1. Torridge’s Capital Programme is an ongoing forecast of the resources the Council is 
planning to invest in its assets and future development opportunities and whilst 
projects are allocated to specific years by nature projects quite often span financial 
years and resources follow.

2.2. The existing approved Capital Programme includes planned investment of £23.2m 
over the period 2018/19 to 2022/23 (5years). 

2.3. The revised Capital Programme (See 3 below) has been updated for inflation, which 
has arisen from projects being postponed to future years. This update has also been 
prepared over 7 years rather than the previous 5, to include the funding of the next 
round of refuse vehicles in 2025/26. This has increased the Capital Programme to 
£27.8m.

2.4. All capital projects proposed for inclusion in the Council’s Capital Programme must 
be supported by a Project Initiation Document (PiD).  The PiD will outline in sufficient 
detail what the project entails, the costs and benefits it is expected to achieve with 
particular reference to how it will contribute to Torridge’s Strategic Plan and the plans 
for implementation. (See 4 below – for recommended new PIDs)

2.5. After the Capital Programme has been updated with the new PIDs, this increases the 
Capital Programme to £28.8m. Total funding (current and expected in the future) is 
£24.6m. This gives a shortfall (funding gap) of £4.2m. 

2.6. The Member event on 29th November 2018 and Community & Resources (4th 
February 2019) considered the funding gap and gave recommendations of how this 
could be closed (see 5 below)
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3. Revised Capital Programme 2019/20 to 2025/26 (7 Years)

3.1. Capital Programme extended to 2025/26 to include next refuse fleet cycle, and 
updated for build cost / tender price inflation:

Project Type

Approved 
18/19 to 
22/23 (5 

yrs)

Extend 
to 25/26

Inflation 
/ Adj

18/19 
Spend
to date 

Cap Prog 
19/20 to 
25/26 (7 

yrs)
Car Park Refurbishment Program CarPs 214 - 10 - 223 
Wilkey Field Car Park CarPs 204 - 453 4 653 
Honestone St Car Park CarPs 85 - 4 - 89 
Rugby Ground Car Park CarPs 50 - 2 - 52 
West Appledore Car Park CarPs 30 - 1 - 31 
Depot provision Depot 4,623 - 847 19 5,451 
Disabled Facilities Grant DFG 2,624 266 - 595 2,295 
Affordable Housing Hous 308 - - 50 258 
Decent Homes Funding Hous 128 - - 1 127 
Linear Defence - Westward Ho! Enviro 451 - - - 451 
Northam Burrows Estuary Works Enviro 120 - 37 - 157 
Torridge Cemetery Extension Enviro 105 - 39 - 144 
Torridge Bowling Club Wall Enviro 40 - 6 - 46 
Gypsy & Traveller Site Provision Infra 613 - - - 613 
Capital Improvement Program Infra 289 - 114 212 191 
Torridge Pool Boilers Infra 145 - (65) 44 36 
Victoria Park Paths & Services Infra 100 - - - 100 
Cattle Market Demolition Infra 78 - 49 47 80 
Barton Hse Hostel Re-modelling Infra 77 - - - 77 
Bideford Skate Park Infra 50 - 77 10 117 
Westward Ho Seawall Infra 50 - - - 50 
Caddsdown Telephony Infra 20 - 3 - 23 
Church View Weare Giffard infra 15 - 1 - 16 
Northam Burrows Gabions Infra 12 - - - 12 
Lighting upgrade to LED Infra 12 - 5 16 0 
IT Replacement IT 269 400 - 102 568 
Capital Digitalisation IT 100 - - 1 99 
Folder/Inserter Equipment IT 6 - - 6 - 
Holsworthy Agri Business Regen 2,600 - 657 - 3,257 
Caddsdown Phase 3 Land & Servicing Regen 2,350 - 764 - 3,114 
Burrows Centre Regen 1,735 - 413 7 2,140 
Caddsdown Phase 2 Plot 3 Regen 817 - 293 8 1,102 
Holsworthy Agri Phase 2 Commercial Land Regen 47 - - (0) 47 
Westward Ho! - Seafront improvements Regen 46 - - 2 44 
Westward Ho! - Development Sites Regen 40 - - 22 18 
Bucks Mill Lime Kiln Regen 31 - - - 31 
Cleave Wood Regen 1 - - 3 (2)
Torridge Transformation TT 455 - (8) 446 - 
Vehicle Replacement Program V&P 2,634 4,044 - 1,629 5,049 
Strategic Property Reserve Strategic 1,500  (175) 224 1,102 
 Other projects – now ended  119  (119)  - 

23,192 4,710 3,407 3,446 27,863 
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3.2. Sources of Funding:

The levels of financing available to meet capital investment has also been reviewed 
including forecast sales of council assets (capital receipts), external grant 
contributions and sums allocated from the receipt of new homes bonus.  The total 
level of financing forecast over the period 2018/19 to 2025/26 is currently estimated 
to be £24.6m (including prudential borrowing linked to the proposed acquisition and 
development of a waste and recycling depot), which is £3.3m below  the total 
amount of investment currently proposed for inclusion in the Capital Programme.  
The table below summarises the various projected sources of Capital Financing

Capital Programme 18/19 to 25/26
Inflation 
Adjusted 
Program

Existing Capital Resources  
Capital Investment Reserve 5,084 
IT Equipment Reserve 129 
Vehicle Replacement Reserve - 
Future Service Development Reserve (Waste Review) - 
Economic Regeneration Reserve 1,077 
Capital Receipts - 
Disabled Facilities Grant 295 
Coastal Communities Grant 144 
Subtotal 6,729 

Forecast Capital Funding  
New Homes Bonus Income (2019/20 - 2025/26) 3,149 
Capital Receipts (Right to Buy - former Council Housing) 300 
External Grants 4,100 
Sale Receipts 2,300 
Disabled Facilities Grant 2,000 
Contribution from Devon Business Rate Pilot 200 
Prudential Borrowing (Refuse Depot)    ** 4,000 
Additional Contributions from Revenue 1,798 
Subtotal - Projected Sources of Capital Funding 17,847 

Total Projected Capital Funding 24,576 

3.3. Funding Shortfall / Funding Gap:

Capital Programme 18/19 to 25/26 27,863 

Total Projected Capital Funding 24,576 

Funding Shortfall / Gap (3,287)
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4. New Capital PIDs

4.1. All Members were invited to attend a presentation of the new PiDs were presented at 
the Town Hall on the 29th November 2017. The projects are at different stages, some 
are ready to be included in 2019/20 programme, others require further development 
before inclusion in a future year’s programme and others are dependent upon future 
grant funding bids or confirmation of the availability of Section 106 funds before the 
scheme can be progressed. 

4.2. All the projects are reviewed and challenged by the Asset and Capital Monitoring 
Group (ACMG) prior to them being presented to Members and reported to the 
Community & Resources Committee. Consideration is also given to the 
organisational capacity of the council to deliver the projects in the required timeframe.

4.3. PiDs are scored against these specific criteria at the member event in order that can 
where necessary they can be prioritised.  In the current round ten  PiDs have been 
submitted of which nine were recommended (one of which does not fall under the 
capital program, see 5 on CLT’s below) , with an estimated total level of investment 
required of £939K between 2019/20 and 2023/24. The eight new capital schemes are  
summarised in the table below

PID     -  Name Description £'000s

C177  -  Pannier Mkt Upgrade the surface water system, to prevent future 
flooding 45 

C178  -  Play Area Program
5 year Play Area refurbishment programme
- Replacements and upgrades for equipment that is at 
end of life

340 

C179  -  Torrington ATP
Resurface Torrington Artificial Turf Pitch (ATP)
- Requirement of original grant, if not replaced then 
may have to repay grant (£405K)

150 

C180  -  Torrington Sports Hall Refurbish Torrington Sports Hall 60 

C181  -  Town Hall Library Roof Repairs to front wall of Library due to movement.
Required major works to roof of Town Hall. 40 

C183  -  CCTV Replace CCTV monitoring equipment in control room, 
and 4 cameras per year for next 4 years. 39 

C184  -  Calf Street Calf Street Play Park - Phase 1 contribution 25 

C186  -  IT

IT Desktop Strategy for next 5 years
Full cost £653K, but £360K funded from existing NHB 
IT contribution, and £53K savings from current IT 
revenue budget.

240 

Total (recommended PIDs)  939 
   

C176  -  Fountain* Bideford Quay Fountains overhaul and renewal 20 
Total PIDs  959 

.
*The fountain PID was not recommended as it was felt that it should be put on a 
reserve list and considered at a future date.

The ninth scheme recommended does not fall under the capital program, this relates 
to Community Land Trusts (CLTs) see 7 below.
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4.4   The revised Capital Programme incorporating the above projects, should they be approved would be: 

Project Remaining 
18-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26

Car Park Refurbishment Programme 0 223 - - - - - - 
Wilkey Field Car Park 653 - - - - - - - 
Honestone St Car Park - 89 - - - - - - 
Rugby Ground Car Park - 52 - - - - - - 
West Appeldore Car Park - 31 - - - - - - 
Depot provision 0 - 5,451 - - - - - 
Disabled Facilities Grant 295 500 500 500 500 - - - 
Affordable Housing - 28 60 70 100 - - - 
Decent Homes Funding 17 10 20 30 50 - - - 
Linear Defence - Westward Ho! - - 451 - - - - - 
Northam Burrows Estuary Works - - 157 - - - - - 
Torridge Cemetery Extension - - - 144 - - - - 
Torridge Bowling Club Wall - 46 - - - - - - 
Gypsy & Traveller Site Provision - 613 - - - - - - 
Capital Improvement Programme 91 50 50 - - - - - 
Torridge Pool Boilers 36 - - - - - - - 
Victoria Park Paths & Services - 100 - - - - - - 
Cattle Market Demolition 80 - - - - - - - 
Barton Hse Hostel Re-modelling - - 77 - - - - - 
Bideford Skate Park 42 75 - - - - - - 
Westward Ho Seawall - - 50 - - - - - 
Caddsdown Telephony 23 - - - - - - - 
Church View Weare Giffard - 16 - - - - - - 
Northam Burrows Gabions 12 - - - - - - - 
Lighting upgrade to LED (0) - - - - - - - 
IT Replacement 8 80 80 80 80 80 80 80 
Capital Digitilsation 99 - - - - - - - 
Folder/Inserter Equipment 1 - - - - - - - 
CEDAR Upgrade (1) - - - - - - - 
Holsworthy Agri Business - - - 3,257 - - - - 
Caddsdown Phase 3 Land & Servicing - - - - 3,114 - - - 
Burrows Centre 17 825 1,298 - - - - - 
Caddsdown Phase 2 Plot 3 1,102 - - - - - - - 
Holsworthy Agri Phase 2 Commerical 47 - - - - - - - 
Westward Ho! - Seafront 
improvements 0 44 - - - - - - 
Westward Ho! - Development Sites 18 - - - - - - - 
Bucks Mill Lime Kiln 7 6 6 6 6 - - - 
Cleave Wood (2) - - - - - - - 
Torridge Transformation (0) - - - - - - - 
Vehicle Replacement Programme 533 95 233 264 526 594 89 2,715 
Strategic Property Reserve 102 400 300 200 100 - - - 
C177  -  Pannier Mkt  45 - - - -   
C178  -  Play Area Programme  125 40 40 25 110   
C179  -  Torrington ATP  150 - - - -   
C180  -  Torrington Sports Hall  60 - - - -   
C181  -  Town Hall Library Roof  40 - - - -   
C183  -  CCTV  16 7 8 8 -   
C184  -  Calf Street  25 - - - -   
C186  -  IT*  480 (60) (60) (60) (60)   

3,181 4,225 8,720 4,538 4,449 724 169 2,795 

28,802 
*Note: C186 IT project uses a portion of the revenue IT capital contribution from 
future years to fund the expenditure in 2019/20
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4.5. Members should consider, which projects they wish to be included in the Capital 
Programme (copies of the PiDs are available for review) and a brief outline of the 
project with be provided as part of the presentation of the report where it is not self-
explanatory. 

4.6. Resource limitations do not allow for the inclusion of all projects into the programme 
and some may not prove to be feasible/viable.

4.7. If Members approve these new PIDs then the Funding Shortfall / Funding Gap 
increases to £4.2m:

Capital Programme 18/19 to 25/26 28,802 

Total Projected Capital Funding 24,576 

Funding Shortfall / Gap (4,226)

4.8. The Capital Member event on the 29th November 2018, looked at options to close 
this gap (see 5 below)

5. Closing the Gap – Community & Resources  Recommendations

5.1. Capital Programme and Funding Gap:
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5.2. Options to bring the capital programme back in to balance:

 Bridge gap by borrowing BUT every extra £1m borrow equals £80k per annum* 
charge against the revenue budgets, which are currently projecting a funding 
shortfall  (* assume repayment over 20 years)

 Determine that schemes may only proceed, if they are self sufficient, e.g. 
income generated exceeds financing costs.

 Don’t build, or postpone until funding is identified

5.3. Community & Resource recommendations to close the gap:

Reduce the Gypsy & Traveller Site Provision to £100K 513 
Reduce the Strategic Property Acquisition fund to fund the 100K for G&T site 100 
Holsworthy Agri Business Phase 2 – Change to self financing 1,204 
Caddsdown Phase 3 - Change to self financing 1,114 
 
Total Savings 2,931 

5.4. These saving recommendations reduce the funding gap as follows:
 Capital Programme balanced until 2024/25
 £3m worth of savings identified

Note: After these savings there is still a funding gap in 2025/26 of £1.3m
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6. Future Funding Risks & Maintaining Existing Infrastructure

6.1. It should be noted that even with the savings identified at the member workshop, 
that there are no excess funds left in the capital programme extending out to 
2024/25, and there is a £1.3 million shortfall in 2025/26.

6.2. Therefore there is little if any room for new capital projects in the foreseeable future. 
This means that in the years ahead there is no funding available for any major works 
that might be required to maintain the councils existing infrastructure.

6.3. Future funding = £17.8m (see 3.2 above), of which the larges element that is not 
project specific is £3.1m of funding from New Homes Bonus. Members should note 
that there is a risk to this funding, arising from central government either changing 
the calculation or ending the scheme in it’s entirety.

6.4. Option to close the remaining £1.3m gap:

 New Refuse Depot £5.5m (£4m of PWLB borrowing) - £1.5m cost from capital 
reserves.

o Borrow the entire cost of the new depot (e.g. up to £5.5m), and
o Only proceed with the new depot if the projected savings of moving to a 

single site cover the cost of the borrowing.
 
7. Community Land Trusts (CLTs) – Revolving Loan Fund £600K

7.1. A Capital PID has been submitted for a revolving loan fund for community land trusts. 
This does not meet the definition of capital, so falls outside the capital programme. It 
does still require member approval and support to proceed

7.2. Aim:
 Support affordable housing in the wider Torridge area.

7.3. Cost:
 The £600K loan fund can be borrowed from the PWLB
 The interest is charged to the CLTs on any loans, which will cover the interest 

due to the PWLB:

7.4. Key Points:
 £600K Revolving Loan Fund for CLTs to borrow from
 Loans from £75K to £150K
 Loans are secured with a legal charge against the land/property
 Interest charged on the loans at the European Reference Rate in order to be 

state aid compliant 

7.5. Similar schemes from other councils:
 Cornwall support CLTs through loans
 East Devon support the “Beer Community Land Trust” (and borrow the funds 

from the PWLB)
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Implications

Legal Implications
The Council is required to set a balance annual budget

Financial Implications
These are contained in the report

Substainability Implications
These will form part of detail budget considerations

Compliance with Policies and Strategies
Forms part of the strategy process

Lead Member Views

Councillor Hurley:
Date of Consultation – 24th January 2019

“The funding gap on the Capital program is of concern, the gap manifest itself most evidently 
in 2025/26 when the front line refuse fleet is due for renewal. 

The future sources of capital funding are uncertain; in particular the current New Homes 
Bonus scheme in its current guise comes to an end in 2019/20.  Currently 50% of New 
Homes Bonus is allocated to capital.

Members should note that the funding gap does not take into account any new Capital 
scheme members may wish to approve in future years.

It is therefore vital that members in conjunction with officers review the Capital Program in 
order to identify options for bridging the funding gap”.
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Recommendations:

Recommend to Full Council

8. That:

a) The Capital Programme update for inflation, listed at  3.1, is approved.

b) The inclusion of the Capital Projects (PiDs) listed at 4.3 into the Capital Programme 
2019/20 to 2025/26 are approved.

c) The recommendations from Community and Resources  to close the gap listed in 5.3 
are approved

d) Borrowing up to £600K from the PWLB to create a revolving loan facility for CLTs to 
support affordable housing, listed in 7, is approved.

e) Members note that even after approval of the above recommendations, there is still a 
shortfall in 2025/26 of £1.3m

f) In light of the projected deficit on the Capital program of £1.3m that the Capital Program 
be reviewed by members in conjunction with officers in order to determine options to 
address the capital funding gap. The deadline for the review being the 30th September 
2019.

SUPPORTING INFORMATION

Consultations: Date of Consultation – 24 January  2019

Leader - Councillor J Whittaker
Deputy Leader – Councillor D Hurley

Officers Consulted – 
Head of Paid Service
Senior Solicitor

Contact Officer: Steve Hearse  – Strategic Manager (Resources)

Background Papers:
Appendix 1
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Recommendations from Community & Resources 
Committee
Meeting held on 4 February, 2019

Capital Programme 2019-20 to 2025-26 

Recommended to Full Council

a) That the Capital Programme update for inflation, listed at 3.1 in the report be 
approved.

b) That the inclusion of the Capital Projects (PiDs), listed at 4.3 in the report, into 
the Capital Programme 2019/20 to 2025/26 be approved.

c) That the recommendations from the Member event to close the gap listed in 5.3 
in the report be approved

d) That borrowing up to £600K from the PWLB to create a revolving loan facility for 
CLTs to support affordable housing, listed in 7 in the report, be approved.

e) That it be noted that even after approval of the above recommendations, there is 
still a shortfall in 2025/26 of £1.3m

f) That in light of the projected deficit on the Capital program of £1.3m, that the 
Capital Program be reviewed by members in conjunction with officers in order to 
determine options to address the capital funding gap. The deadline for the 
review being the 30th September 2019.

g) That the £60k identified for replacing pay and display machines be included in 
the Capital Programme and funded from the reserve set up specifically for this.
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Agenda Item

REPORT OF Strategic Manager Resources
To: Full Council
Subject: Treasury Management Report & Capital Strategy
Date: 25 February 2019 Reference:

PURPOSE OF REPORT: 
To consider the Treasury Management Strategy, Prudential Indicators and Minimum Revenue 
Provision Policy for 2019/20.

1. INTRODUCTION

The Code of Practice on Treasury Management requires an annual report on Treasury 
Management Strategy to be prepared for the forthcoming financial year. In addition 
guidance issued under the Local Government Act 2003 recommends that an Annual 
Investment Strategy be adopted by Full Council together with the Prudential Indicators and 
the policy on Minimum Revenue Provision (MRP).
The Code of Practice on Treasury Management also requires that a “Capital Strategy” is 
approved by Full Council for the forthcoming financial year (note: this is a new requirement 
for 2019/20).

2. REPORT

The report for 2019/20 covers:

 The Treasury Management and Investment Strategy, which sets out the approach to 
managing the cash movements during the year (Appendix 1).

 The list of current counterparties (Appendix 2).

 The Prudential Indicators, which show the impact on the Council’s financial position 
of the capital programme (Appendix 3).

 The MRP policy, which sets out how much will need to be set aside from the 
revenue budget to repay prudential borrowing (Appendix 4).

 The Capital Strategy, which is a long term strategic policy, linking asset 
management plans and strategic goals. (Appendix 5)

 Community Land Trust (CLT) – support with extra borrowing from the PWLB. 
(Appendix 6)

3. IMPLICATIONS

Legal Implications
Guidance from the Secretary of State recommends that the Treasury Management and 
Investment Strategy is approved by full Council

Financial Implications
The financial implications are included within the revenue budget medium term financial 
strategy.
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Human Resources Implications
There are no implications.

Sustainability Implications
There are no implications.

Equality/Diversity
The matter of ethical investment has previously been considered. There have been no 
significant changes that would enable ethical investment to take greater prominence when 
considering investments.

Risk Management
The Treasury Management and Investment Strategy define the risk that the Council is willing 
to accept.

Compliance with Policies and Strategies
These are part of the report.

Ward Member and Leader Member Views
Date of Consultation – Cllr. Hurley – 12 February 2019 "Torridge District Council has fulfilled 
it’s obligations in accordance with Treasury Management Code of Practice. The Prudential 
Indicators show the impact on the Council’s financial position. The Indicators provide 
reassurance that the impact of approved capital programme is prudent in Treasury 
Management terms.”

4. CONCLUSIONS

The Strategy and Policy are being updated to reflect the capital programme and financial 
strategy that the authority has previously agreed.

5. RECOMMENDATIONS

That Council approves:-

 The Treasury Management and Investment Strategy and Counterparty List, Prudential 
Indicators and Minimum Revenue Provision Policy. 

 The Capital Strategy.

 £600K of borrowing from the PWLB to support CLTs, subject to approval at C&R.

SUPPORTING INFORMATION

Consultations: Date of Consultation – 11 February 2019
Officers Consulted – 
Head of Paid Service
Strategic Manager Resources
Solicitor

Contact Officer: Peter Hudson – Senior Capital Accountant

Background Papers: Prudential Indicator calculations
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APPENDIX 1

TORRIDGE DISTRICT COUNCIL

Treasury Management and Investment Strategy for Year Ending 31 March 2020

1.0 BACKGROUND

1.1 The proposed Treasury Management and Investment Strategy for the financial year 
2019/20 are set out in accordance with the CIPFA Code of Practice on Treasury 
Management. The Strategy is in line with the Prudential Indicators approved by Council.

2.0 BORROWINGS

2.1

2.2

2.3

2.4

2.5

2.6

No new long-term loans were taken out with the Public Works Loan Board (PWLB) during 
2018/19. 

Borrowings from PWLB at 31 March 2019 will total £0.952m. The next scheduled 
redemption occurs in March 2020 when a maturity type loan of £0.138m will be settled. 
Further ahead there are 5 fixed interest rate loans outstanding totalling £0.814m with 
redemption dates that run from March 2020 to March 2027.  

The approved Prudential Indicators do not envisage that any further long-term borrowing 
will be undertaken in the year 2019/20. The Waste Review report approved by Full Council 
on 23rd January 2017, highlighted the potential requirement for up to £4.00m of external 
borrowing linked to the purchase of a new depot and this was incorporated into the 2017/18 
Capital Programme.  

The Prudential Indicators on Appendix 3 to this report have been compiled on the 
assumption that the borrowing will take place in the 2020/21 financial year however the 
timing will be dependent upon the progress made with the project, the financial climate and 
the availability of internal resources. 

The Council will ensure that borrowing will only be undertaken when it is identified that 
there is a need to do so.

The existing debt and loan schedule was considered in 2017/18 and it was concluded that 
there was no advantage from re-scheduling or early redemption of existing loans.

3.0 INVESTMENTS

3.1

3.2

3.3

3.4

The Annual Investment Strategy for the forthcoming year is prepared in accordance with 
guidance issued under the Local Government Act 2003. 

On 31st March 2019 short-term investments placed with financial institutions are estimated 
to be approximately £9m. The bulk of this amount represents the balances on Reserves 
and Usable Capital Receipts.

The Capital Programme for 2019/20 will be financed from capital receipts, grants and 
contributions, revenue contributions, reserves and borrowing. Internal borrowing may also 
be utilised in the implementation of parts of the Waste Review and this will reduce the funds 
available for investment.

The Investment Strategy during 2018/19 has been to spread the maturity of investments to 
take advantage of the small premium for investing for longer periods whilst matching 
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3.5

ongoing cashflow requirements including the delivery of the capital programme.

The Investment Strategy for 2019/20 will be to spread the investments across 
counterparties to minimise risk. Investment periods are expected to be maintained despite 
the lower level of cash balances resulting from capital expenditure, this will maximise the 
limited returns available whilst interest rates are expected to remain at their current level. It 
is anticipated that the level of investments will reduce further due to a projected budget 
shortfall and continued capital expenditure.

4.0 INTEREST RATES

4.1

4.2

4.3

During 2018/19 the Bank of England Bank Base Interest Rate was Increased from 0.50% to 
0.75%.
    
The interest rate indications in the November 2018 Bank of England Inflation Report 
indicate an expectation that the Bank Base Rate will move upwards, but this move will be 
“gradual and limited”. The consequences arising from the EU referendum decision has 
introduced uncertainties into the economy. The value of sterling fell following the EU 
referendum making exported goods more competitive whilst the price of imported goods 
has become more expensive and in turn this has caused inflationary pressures, though the 
Bank of England expects to bring this back towards it’s 2% target. The nature of Brexit will 
affect the UK economy.

Short-term interest rates are around 0.75% for 3 months rising to 1.0% approaching one 
year. Long-term interest rates (1 year and beyond) have remain subdued because of low 
gilt prices and are currently below 2.0%. Interest rates available to the Torridge will be 
slightly lower because of the limited names on Counterparty List and the size of the 
amounts that we invest.

5.0 COUNTERPARTY LIST & LIQUIDITY FRAMEWORK

5.1

5.2

5.3

5.4

The security of an investment should be considered paramount together with liquidity to 
ensure that an investment will be repaid on the due date. These will be considered of 
greater importance than yield. Investment yield will only be considered after security, 
liquidity and market sector risk have been evaluated.

In order to minimise the risk from a failed deposit-taker the Council sets a maximum 
investment amount and a maximum holding with any institution limit. 

The current limits are:
 Maximum Investment amount to £3m.
 Maximum holding with any individual institution £5m

The Councils counterparty list includes all Fitch F1 rated UK Banks and Building Societies.

The Authority will only undertake Specified Investments, which are denominated in sterling. 
Such investments can only be made with the United Kingdom Government, another local 
authority, or a body awarded a high credit rating by a credit rating agency. The Authority will 
not undertake Non-specified Investments. This strategy will avoid being locked into lower 
rates when interest rates rise and to ensure flexibility to fund the capital programme.  

For the purposes of this Strategy a high credit rating is defined as short-term F1 or better as 
rated by Fitch Ratings Ltd. The Senior Capital Accountant maintains a counterparty list 
comprising UK Government Departments, UK Local Authorities and major banks and 
building societies with a minimum credit rating of Fitch F1 that operate in the local authority 
market. Guidance recommends that other factors and information such as the sovereign 
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5.5

5.6

5.7

5.8

rating of a country or market data regarding the sector or the counterparty should also be 
considered. 

Link Asset Services (formerly known as Capita Asset Services) are engaged as the 
council’s external Treasury advisors. As part of their service they undertake a monthly 
review of investments held and produce a report to confirm the credit strength of 
investments held. 

The Council recognises that responsibility for treasury management decisions remains with 
the organisation at all times and will ensure that undue reliance is not placed upon our 
external service providers. It also recognises that there is value in employing external 
providers of treasury management services in order to acquire access to specialist skills and 
resources. The Council will ensure that the terms of their appointment and the methods by which 
their value will be assessed are properly agreed and documented, and subjected to regular 
review.

The list attached at Appendix 2 contains counterparties comprising UK Government 
Departments, UK Local Authorities and major banks and building societies with a minimum 
credit rating of Fitch F1 that operate in the local authority market. The Credit ratings of the 
Counterparty List will be monitored at least quarterly to ensure they continue to meet the 
council’s requirements. Credit ratings of relevant counterparties will be checked on the day 
of (and prior to) the investment being placed. Some counterparties are not taking further 
deposits as they do not require further funding and this could limit our ability to invest at the 
most beneficial rates from time to time.

It is inevitable that as part of daily transactions and cash management, sums will be held 
with the council’s bankers consistent with the council’s cash management needs. The 
Council appointed Lloyds Bank as its bankers with effect from 1 January 2015 for 5 years.

At the Mid Year Treasury Review, the maximum bank account balance the council is 
authorised to hold with its bankers (Lloyds), to enable the day to day running of the council, 
was increased from £5m to £8m.

The Council has previously approved Svenska Handelsbanken to operate a call/short term 
notice account and will be operated when the interest rates on offer are competitive. 
Interest rates on call accounts will vary from time to time and it may be necessary to 
change providers from time to time.

6.0 DELEGATION

6.1 It should be recognised that the background to this Strategy may change very quickly which 
is why the detailed operation of the Treasury Management function is delegated to the 
S151 Officer. 

The S151 (responsible) officer is responsible for:-
 recommending clauses, treasury management policy/practices for approval, 

reviewing the same regularly, and monitoring compliance; 
 submitting regular treasury management policy reports; 
 submitting budgets and budget variations; 
 receiving and reviewing management information reports; 
 reviewing the performance of the treasury management function; 
 ensuring the adequacy of treasury management resources and skills, and the 

effective division of responsibilities within the treasury management function; 
 ensuring the adequacy of internal audit, and liaising with external audit; 

recommending the appointment of external service providers.
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Members should recognise that decisions often have to be taken quickly in the light of 
prevailing circumstances and that the strategy may therefore need to change during the 
course of the year.
The Council’s Community and Resources Committee receive reports on treasury 
management policies, practices and activities and make recommendations to full Council.

7.0 TREASURY MANAGEMENT INDICATORS

7.1 The Indicators for Treasury Management are as follows;

7.2 The Council must set limits to contain the activity of the treasury function within certain 
limits. An upper limit is required on its fixed and variable interest rate exposures for 
outstanding principal sums on both borrowing and investment.

Upper limit on 2018/19 2018/19 2019/20 2020/21 2021/22
interest rate 
exposure % 
Principal 
outstanding

Estimate Forecast 
Actual 
for 31st 
March

Estimate Estimate Estimate

Fixed Interest 
Rate Exposures

100% 100% 100% 100% 100%

Variable Interest 
Rate Exposures

20% 0% 0% 0% 0%

   

      
7.3 Upper and lower limits are needed for the maturity structure of borrowing. The amount of 

projected borrowing that is at a fixed rate maturing in each period as a percentage of 
total projected borrowing that is fixed rate at the start of the period:

2018/19
Actual

Lower limit Upper limit

Under 1 year  17% 0% 30%
1 year < 2 years 12% 0% 30%
2 years < 5 years 54% 0% 60%
5 years < 10 years 17% 0% 60%
10 years and above   0% 0% 100%

7.4

8.0

There are no sums invested for longer than 365 days. 

The CIPFA Code requires the Responsible Officer to ensure that members with 
responsibility for treasury management receive adequate training in treasury 
management.  This especially applies to Members responsible for scrutiny. The need for 
Member training in treasury management will be revisited during 2019/20.
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Appendix 2

Current Counter-parties for deposits as at 15 February 2019

Treasury management policy allows any Fitch F1 rated UK Bank or Building Society

Current Counterparties (@ 25 February 2019):

Counterparty £ Date 
Placed

Date 
Returned Days Rate

BARCLAYS BANK PLC 1,000,000 25/05/2018 25/02/2019 276 0.71
BARCLAYS BANK PLC 1,000,000 10/09/2018 11/03/2019 182 0.78
BARCLAYS BANK PLC 2,000,000 13/06/2018 13/03/2019 273 0.73
GOLDMAN SACHS INTERNATIONAL BANK 2,000,000 09/07/2018 08/07/2019 364 1.235
GOLDMAN SACHS INTERNATIONAL BANK 2,000,000 13/12/2018 12/12/2019 364 1.315
LLOYDS BANK PLC 1,000,000 24/09/2018 24/02/2019 153 0.83
LLOYDS BANK PLC 1,000,000 17/01/2019 26/04/2019 99 0.95
LLOYDS BANK PLC 1,000,000 17/07/2018 17/07/2019 365 1.00
NATIONWIDE BUILDING SOC 1,000,000 28/08/2018 28/02/2019 184 0.73
NATIONWIDE BUILDING SOC 1,000,000 27/03/2018 27/03/2019 365 0.83

 13,000,000     

Investment in the above is subject to the counterparty having credit rating of F1 short 
term or better as rated by Fitch Ratings Ltd. At the time of investment and subject to 
counter-party limits.

The maximum single deal size is £3m

The maximum holding is £5m per counterparty. 

Investments may also be placed with United Kingdom Government Departments, 
agencies and other UK Local Government Authorities.   

Up to £8m may be held from time to time with the council’s bankers Lloyds in order to 
meet financial commitments as and when they are due.
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APPENDIX 3

TORRIDGE DISTRICT COUNCIL

PRUDENTIAL INDICATORS

1. The Prudential Code was introduced in response to the Local Government Act 2003 and 
regulations require local authorities to have regard to it when considering capital 
expenditure and financing. It requires Members to approve a number of Prudential 
Indicators in relation to the Capital Programme for the next three years. These are set out in 
succeeding paragraphs in the format required by the Code, which at times is extremely 
technical. 

A cautious approach has been adopted in operating of the Code. The following indicators 
are a continuation of the practices adopted in recent years and the uncertainty in the 
financial markets. 

2. The estimates of capital expenditure and finance for the current and future years that are 
recommended for approval are:

Capital 2018/19 2018/19 2019/20 2020/21 2021/22
Expenditure Estimate Forecast Estimate Estimate Estimate

£000 £000 £000 £000 £000
Total Programme 13,542 5,547 5,800 7,207 1,821
  less
Grants & 

Contributions
2,064 1,209 1,700 1,325 1,000

Torridge Resources 7,478 4,338 4,100 1,882 821

Net financed by 
borrowing

4,000*     0 0 4,000
  

0

It should be recognised that the estimates for 2018/19 to 2021/22 are based on the 
schemes approved to date. Any additional schemes will be funded from the Council’s own 
resources and will not involve additional prudential borrowing.

* It should be noted that last years estimate for 2018/19 included £4m for the new depot, 
this is now expected to take place in 2020/21.

3. The estimated Capital Financing Requirement (CFR) for the authority at the end of the 
current and future years, is:

31.3.2019 31.3.2019 31.3.2020 31.3.2021 31.3.2022
Estimate Forecast Estimate Estimate Estimate

£000 £000 £000 £000 £000

Capital 
Financing 
Requirement

4,913 1,125 1,080 4,837 4,596

The CFR represents the underlying position as a result of financing decisions taken in 
earlier years plus new borrowing planned in the current and future year’s capital 
programmes.  
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4. The Prudential Code includes the following as a key indicator of prudence:

“In order to ensure that over the medium term net borrowing will only be for a 
capital purpose, the local authority should ensure that net external borrowing 
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.”

31.3.2018 31.3.2018 31.3.2019 31.3.2020 31.3.2021
Estimate Forecast Estimate Estimate Estimate

£000 £000 £000 £000 £000
Borrowing 4,964 964 826 4,473 4,082
Investments 12,001 9,663 5,663 3,831 3,059

Net Borrowing (7,037)  (8,699)   (4,837) 642 1,023

The above table shows that the net borrowing is less than the Capital Financing 
Requirement as shown in 3 above, thus confirming that borrowing is for capital purposes 
only. 

Bracketed totals indicate that investment income exceeded borrowing and other long-term 
liabilities.

5. In respect of its external debt the Council must set an Authorised Limit for its external debt 
gross of investments for the current and following three financial years. External debt 
includes both borrowing and the long term liability of leases and implied leases.

Authorised 2018/19 2018/19 2019/20 2020/21 2021/22
Limit for Estimate Forecast Estimate Estimate Estimate
External Debt £000 £000 £000 £000 £000

Borrowing 9,764 5,764 5,626 9,273 8,882

The S151 Officer reports that these authorised limits are consistent with the authority’s 
current commitments, existing plans and the proposals in the budget report for capital 
expenditure and financing, and with its approved treasury management policy statement 
and practices. The S151 Officer confirms that they are based on the estimate of most likely, 
prudent but not worst case scenario, with additional sufficient headroom over and above 
this to allow for operational management, for example unusual cash movements. Risk 
analysis and risk management strategies have been taken into account, as have plans for 
capital expenditure, estimates of the capital financing requirement and estimates of cash 
flow requirements for all purposes.

In taking its decisions on this report, the Council is asked to note that the Authorised Limit 
determined for 2018/19 Forecast, 2019/20, 2020/21 and 2021/22 will be the statutory limit 
determined under section 3(1) of the Local Government Act 2003.
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6. The Council must also set an Operational Boundary for external debt for the same time 
period. The proposed operational boundary is based on the same estimates as the 
Authorised Limit but reflects directly the S151 Officer’s estimate of the most likely, prudent 
but not worst case scenario, without the additional headroom included within the authorised 
limit to allow for example for unusual cash movements, and equates to the maximum of 
external debt projected by this estimate. The Operational Boundary represents a key 
management tool for in year monitoring by the S151 Officer.

Operational 2018/19 2018/19 2019/20 2020/21 2021/22
Boundary for Estimate Forecast Estimate Estimate Estimate
External Debt £000 £000 £000 £000 £000

Borrowing 5,965 1,965 1,827 5,474 5,083

It should be noted that actual external debt is not directly comparable to either the 
Authorised Limit or Operational Boundary, since the external debt reflects the position at 
one point in time. 

7. Estimates of the ratio of financing costs to net revenue stream for the current and future 
years are:

Ratio of Financing 2018/19 2018/19 2019/20 2020/21 2021/22
Costs to Net 
Revenue Stream

Estimate Forecast Estimate Estimate Estimate

% of Revenue 1.41% 0.23% 0.36% 1.49% 1.41%

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

8. The Capital Financing Requirement is the authority’s underlying need to borrow for a capital 
purpose. In accordance with best professional practice, Torridge District Council does not 
associate borrowing with particular items or types of expenditure. The authority has an 
integrated Treasury Management Strategy and has adopted the CIPFA Code of Practice for 
Treasury Management in the Public Services. Torridge District Council has, at any point in 
time, a number of cash flows both positive and negative, and manages its treasury position 
in terms of its borrowings and investments in accordance with its approved Treasury 
Management Strategy and practices. In day-to-day cash management, no distinction can 
be made between revenue cash and capital cash. The Council’s actual external debt at 31 
March 2018 was £1.143m.  External borrowing arises as a consequence of all the financial 
transactions of the authority and not simply those arising from capital spending. In contrast, 
the Capital Financing Requirement in 3 above measures the authority’s underlying need to 
borrow for a capital purpose.

9. In considering its programme for capital investment, the Council is required within the 
Prudential Code to have regard to:

 Service Objectives, e.g. strategic planning for the authority
 Stewardship of Assets, e.g. asset management planning
 Value for Money, e.g. option appraisal
 Prudence and Sustainability, e.g. implications for external borrowing and whole life 

costing
 Affordability, e.g. implications for Council Tax
 Practicality, e.g. achievability of the forward plan.
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APPENDIX 4

POLICY ON MINIMUM REVENUE PROVISION (MRP)

1.0 BACKGROUND

Local authorities are required to make a minimum repayment of outstanding debt. 
Regulations require that local authorities determine their own policy. Associated 
guidance requires that only full Council can determine the policy.

2.0 GUIDANCE ON MINIMUM REVENUE PROVISION (MRP)

The main stipulation included in the regulations in determining a policy is that it 
ensures that the repayments are prudent. The Local Government Act 2003, as 
amended, requires that the policy has regard to any guidance issued by the Secretary 
of State.

Revised guidance issued by the Secretary of State on 11 March 2010 to deal with 
some accounting changes continues the four options to calculate MRP, which can be 
combined as authorities see fit, in order to reach a prudent level of provision. The 
options are as follows;

Option 1: Regulatory Method
MRP is equal to the amount determined in accordance with the former regulations
28 and 29 of the 2003 Regulations, as if they had not been revoked by the 2008 
Regulations. For the purposes of that calculation, the adjustment  should normally 
continue to have the value attributed to it by the authority in the financial year 
2004-05. 

Option 2: Capital Financing Requirement (CFR) Method
MRP is equal to 4% of the non-housing CFR at the end of the preceding financial 
year.

Option 3: Asset Life Method
Where capital expenditure on an asset is financed wholly or partly by borrowing or 
credit arrangements, MRP is to be determined by reference to the life of the asset.

Option 4: Depreciation Method
MRP is to be equal to the provision required in accordance with depreciation 
accounting in respect of the asset on which expenditure has been financed by 
borrowing or credit arrangements. This should include any amount for impairment 
chargeable to the Income and Expenditure Account.

From 2010/11 the Council adopted option 2 for capital expenditure from borrowing or 
a credit arrangement prior to 1 April 2010 and option 3 for capital expenditure financed 
from borrowing or a credit arrangement after that date as its policy. 

The CFR is the notional amount borrowed to finance capital and is calculated from the 
Council’s balance sheet and represents past expenditure that has not been funded 
from capital receipts, grants or revenue contributions. MRP is the charge to the 
General Fund as the repayment of principal on this notional borrowing and will reduce 
the CFR for future years.
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3.0 POLICY ON MRP

That MRP is calculated as follows;

 For capital expenditure financed by an actual or implied credit arrangement 
then it is equivalent to the value to which the liability for that arrangement is 
reduced.

 For capital expenditure that is initially financed by borrowing or credit 
arrangement but is due to be partly or fully financed by a future capital receipt 
then it is calculated by reference to the expected future net amount to be 
financed by borrowing or credit arrangement. If the actual amount of the 
capital receipt applied is different to that expected then it is recalculated by 
reference to the revised net amount.

 For capital expenditure financed from borrowing or a credit arrangement on 
the basis of generating future income or revenue saving then it will be 
calculated such that there is no net additional cost to the Council either as set 
out in the project approval or as otherwise determined by the S151 Officer. In 
any event the repayment period cannot be greater than the expected life of the 
asset.

 For capital expenditure not falling within any of the categories above and 
financed from borrowing or a credit arrangement prior to1 April 2010 it is 
calculated at 4% of CFR at the end of the preceding financial year. 

 For capital expenditure not falling within any of the categories above and 
financed from borrowing or a credit arrangement from 1 April 2010 is 
determined by reference to the life of the asset.
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Background 

Local authorities are required by regulation to have regard for CIPFA’s Prudential Code. The 
updated 2017 version requires that local authorities have in place a capital strategy. This is 
in order to demonstrate that the authority takes capital expenditure and investment decisions 
in line with service objectives and overall organisational strategy and resources. The aim is 
to ensure decisions are being made with sufficient regard to the long run financing 
implications and potential risks to the authority. 

Purpose 

The Capital Strategy is a policy framework that sets out the principles to be used to guide the 
allocation of capital investment across all of the Council’s services and informs decisions on 
capital spending priorities within the Council’s 5-year Capital Plan. 

The Capital Strategy framework incorporates the following:

 Medium Term Financial Strategy (MTFS)
 Capital Programme
 Project Initiation Documents (PID)
 Strategic Property Acquisitions
 Local Plan
 Strategic Plan

It is intended to give an overview of how capital expenditure, capital financing and treasury 
management activity contribute to the provision of services, along with an overview of how 
associated risk is managed. 

Timeframe

The Capital Strategy includes

 Shorter term requirements
 Medium term developments
 Long term strategies & Goals

Capital Strategy Years 1 – 5 Years 6 - 10 Years 11 - 15 Years 16 - 20
17/18 - 21/22 22/23 - 26/27 27/28 - 31/32 32/33 - 36/37

Short/Medium Term:
Budget & MTFS                     
Capital Program                     
PIDs                     

Medium/Long Term:
Strategic Acquisitions                     

Long Term:
Local Plan                     
Strategic Plan                     

Note: Local plan is a 20 year plan from 2011 to 2031 

Strategic Plan is a 5 year plan from 2016 to 2020
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Strategic Plan - Goals:

1. Capital Expenditure 

1.1 Strategic factors 

The capital programme is detailed at 1.4,  the capital strategy which underpins it is driven by 
a number of factors: 

The Torridge District Council Strategic Plan. The overall aim is to focus our resources to 
shape services to withstand future technological, economic and social changes, 
championing the district, our people, environment, business and heritage. Projects within the 
capital programme which reflect this include provisions for significant investment in town 
centres and employment land, flood alleviation, housing grants and affordable housing. 

The Local Plan, which guides development in the district, setting out policies, proposals and 
actions to meet the environmental, social and economic challenges facing the area. This 
includes supporting infrastructure for proposed developments. The capital programme 
shows contributions to increase employment infrastructure with commercial development at 
Caddsdown & Holsworhty (Agri Buisness), regeneration projects including a new Northam 
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Burrows Visitor Centre, various environmental and property/infrastructure projects including 
a new recycling depot, green spaces, sports and leisure facilities. 

The council’s asset management plan, which sets out the council’s approach to the 
strategic management of its land and building assets. It aims to ensure the council 
maximises use and efficiency of its property portfolio, making a long term positive 
contribution to service delivery. The capital programme includes items which invest in 
council buildings, such as improvements to Riverbank House. The capital programme is 
supported by any capital receipts arising from the disposal of assets. 

The council’s Medium Term Financial Strategy – the programme must be affordable 
within the council’s overall budget plans. This means that business cases for projects funded 
by borrowing must demonstrate that they will cover the revenue costs associated with 
borrowing over the life of the asset. 

CIPFA and Government guidance – the council must have regard to both CIPFA’s 
Prudential Code (capital expenditure and financing) and its Treasury Management Code (the 
management of borrowing, investments and cash flow). Both of these Codes were recently 
updated at the end of 2017. In addition the Ministry of Housing, Communities and Local 
Government (MHCLG) issued updated statutory guidance on investments and minimum 
revenue provision in February 2018. 

1.2 Governance 

Responsibility for decision-making and ongoing monitoring in respect of capital expenditure, 
investment and borrowing, including prudential indicators remains with Full Council. Each 
year, the budget process reports to Full Council across a range of strategies and information 
which is relevant to capital expenditure, investment plans and financing implications, to 
ensure that decisions are taken in accordance with good professional practice and in full 
understanding of the risks involved. 

The capital programme is considered annually by Full Council. Updates are reported to 
O&S and C&R throughout the year, with any budgetary changes approved by reference to 
the virement rules in the financial procedures. 

The Treasury Management strategy, which sets out policies relating to the management of 
investments, balancing security, liquidity and yield. This is approved annually by Full Council 
and includes the approved counterparty list and the council’s approach to borrowing. . 

The Minimum Revenue Provision Statement sets out the council’s method of making 
prudent provision from revenue in respect of capital expenditure financed by borrowing or 
credit arrangements. Any changes are required to be approved by Full Council. 

The Prudential Indicators aim to demonstrate whether the Council has fulfilled the 
objectives of an affordable, prudent and sustainable approach to capital expenditure, 
investment and debt. Any revisions are required to be approved by Full Council. 

Role of the Asset & Capital Monitoring Working Group 
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Torridge District Council operates an Asset & Capital Monitoring Working Group, with 
members including senior officers across a range of services. Its role is to consider and 
prioritise capital proposals, ensuring that proper option appraisals are carried out and that 
they have considered in sufficient detail those matters which are required to be taken into 
account by the Prudential Code: 

 Strategic service objectives 
 Stewardship of assets 
 Value for money (option appraisals) 
 Prudence and sustainability (including external debt implications and impact on 

revenue budgets) 
 Affordability 
 Practicality (including staff resource requirements) 

Initial proposals are submitted by completion of the Project Initiation Document (PID), which 
includes a financial appraisal including the capital impact, grants available, proposed 
funding, and ongoing revenue/expenditure implications. All the projects are reviewed and 
challenged by the Asset and Capital Monitoring Group (ACMG) prior to them being 
presented to Members and reported to the Community & Resources Committee. 
Consideration is also given to the organisational capacity of the council to deliver the 
projects in the required. All PIDs require final approval by full council. 

The Asset & Capital Monitoring Working Group also monitors the existing capital programme 
to ensure its continued relevance, consider the progress of schemes including variations and 
re-phasing and to identify or reallocate unused resources. 

The role of the Asset & Capital Monitoring Working Group is crucial to ensuring that the risks 
associated with capital investments are mitigated. It ensures that projects demonstrate 
affordability, that there is wide consultation to ensure proper procedures are followed, for 
example tender processes, legal and financial matters. It also considers whether there are 
sufficient resources for effective project management and delivery. 

1.3 Policies on Capitalisation 

The Council’s accounts are required to be prepared in accordance with proper accounting 
practices. For capital, these practices are governed by the Local Authorities (Capital Finance 
and Accounting)(England) Regulations 2003 (SI 2003 No 3146, as amended) supported by 
International Financial Reporting Standards (IFRS). Local authorities must also have regard 
to CIPFA’s Prudential Code. 

The Council’s Statement of Accounts includes detailed policies on the treatment of different 
asset classes. Capital documentation such as the PID is considered by the Asset & Capital 
Monitoring Working Group to ensure that projects meet the requirements for capital 
expenditure. There are three routes by which expenditure might qualify as capital: 

Page 74



Torridge District Council Capital Strategy 2019-20

7

The expenditure results in the acquisition of, or the addition of subsequent costs to non-
current assets in accordance with proper practices. 

REFCUS expenditure (Revenue Expenditure Funded from Capital Under Statute): These are 
arrangements which recognise that some expenditure incurred by local authorities has a 
wider, lasting public benefit than is reflected in the accounting rules for non-current assets, 
for example grants and loans and expenditure on non-Council assets. 

The Secretary of State makes a direction that the expenditure can be treated as capital 
expenditure. 

The Council’s de minimus for capital is £10,000. 

1.4 Capital Expenditure Plans and Financing Strategies 

The Council’s capital expenditure plans for the remaining years of the Medium Term 
Financial Strategy and capital programme amounted to £28.8 million, summarised in the 
table below:

 
Remaining 

18-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26

Car Parks 653 396 - - - - - - 
Depot - - 5,451 - - - - - 
DFG 295 500 500 500 500 - - - 
Housing 17 38 80 100 150 - - - 
Environmental - 46 608 144 - - - - 
Infrastructure 285 1,299 217 40 25 110 - - 
IT 107 576 27 28 28 20 80 80 
Regeneration 1,191 875 1,304 3,263 3,120 - - - 
Transforming Torridge - - - - - - - - 
Vehicle & Plant 533 95 233 264 526 594 89 2,715 
Strategic 101 400 300 199 100 - - - 

3,182 4,225 8,720 4,538 4,449 724 169 2,795 
      

28,802 
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Sources of funding 

The programme is funded from a combination of capital receipts, revenue contributions, 
grants and external contributions (including Section 106 contributions), and borrowing. A 
summary of the identified sources of financing are explained in further detail below.

Capital Program 18/19 to 25/26
Inflation 
Adjusted 
Program

Existing Capital Resources  
Capital Investment Reserve 5,084 
IT Equipment Reserve 129 
Vehicle Replacement Reserve - 
Future Service Development Reserve (Waste Review) - 
Economic Regeneration Reserve 1,077 
Capital Receipts - 
Disabled Facilities Grant 295 
Coastal Communities Grant 144 
Subtotal 6,729 

Forecast Capital Funding  
New Homes Bonus Income (2019/20 - 2025/26) 3,149 
Capital Receipts (Right to Buy - former Council Housing) 300 
External Grants 4,100 
Sale Receipts 2,300 
Disabled Facilities Grant 2,000 
Contribution from Devon Business Rate Pilot 200 
Prudential Borrowing (Refuse Depot)    ** 4,000 
Additional Contributions from Revenue 1,798 
Subtotal - Projected Sources of Capital Funding 17,847 

Total Projected Capital Funding 24,576 

The Capital programme and subsequent funding, is regularly updated to reflect inflation. This 
can result in a funding shortfall / funding gap, if/when this occurs then members are 
consulted to look for ways to close any shortfall/gap. This may involve not proceeding with 
certain projects, making projects self financing. Priority is given to the capital required for the 
longevity of the council, and to meet it’s statutory duties.

Section 106 contributions are received from developers in relation to specific needs such 
as leisure and open space improvements, affordable housing, air quality and drainage 
improvements. 

Grants and external contributions are received from a range of government and agency 
sources towards expenditure such as Disabled Facilities Grants, flood alleviation and 
prevention and open space and leisure improvements. 
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Capital schemes funded by Section 106 contributions, grants or external contributions are 
required to follow the capital approval process to ensure that the matters which the 
Prudential Code requires to be taken into account are considered. For example, strategic 
service objectives, revenue budget implications and the practicalities of delivery. 

Torridge Capital Funding. There are two ways in which the council can directly contribute 
to capital projects. Capital Receipts are funds which result from events such as the disposal 
of assets or the repayment of loans which were made for a capital purpose. The Council also 
receives Right to Buy receipts, these relate to the housing stock that was transferred to 
Tarka Housing (now Westward Housing) in 2008; these Right to Buy receipts will be 
received for 20 years from the date of the housing transfer, at 100% for the first ten years 
(2008 to 2017), and at 50% for the last 10 years (2018 to 2027). 

Revenue Contribution - New Homes Bonus (NHB). 50% of the money received from NHB 
is allocated to the general capital reserve to fund capital projects. Projects funded by capital 
receipts and revenue contributions include contributions to car park improvements, 
improvements to Council buildings, replacement of the Council’s vehicle fleet and equipment 
including IT projects, contributions to grant schemes as “match” funding (e.g. the new skate 
park), etc.

Borrowing 

Projects which are not funded by one of the sources above are initially funded by borrowing 
and must first demonstrate a sound business case during the capital approval process. This 
is because there are revenue budget implications associated with borrowing. Both the 
principal borrowed and interest costs will have to be repaid and it is essential that the capital 
programme remains affordable, prudent and sustainable with regard to: 

 Capital financing costs, eg. interest 
 Loss of investment income 
 Other income and costs eg. rent, fees & charges, salaries, rates, energy and 

maintenance arising from the investment 
 MRP – this is the statutory requirement to charge the revenue account with the 

principal cost of capital expenditure which has not been met from grants, 
contributions or capital receipts. It is explained in the Council’s Minimum Revenue 
Provision statement. 

Business cases must demonstrate a scheme’s ability to cover all the relevant costs above 
for the whole life of the asset. 

See Section 2 below for a projection of the Council’s borrowing requirements. 
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1.5 Asset Management Planning 

The Council’s approach to its strategic management of its land and building assets is set out 
in the Asset Management Plan. This plan is currently being updated. It seeks to make sure 
the Council and its communities get the best use out of property assets. It also aspires to 
ensure property assets are used in the most effective and efficient way to support service 
strategies and policies and our community and strategic public sector partners. 

Property represents the Council’s largest physical resource in financial terms. It supports 
and underpins all of our service activities. Strategic Asset Management must therefore be an 
integral element of high quality service planning aligning the disposition, quality and 
effectiveness of property assets with ongoing service strategies. 

Property assets are expensive, in terms of both their capital value and revenue costs; they 
need to be carefully managed over their lives to ensure best value through their use, 
maintenance and generation of income. Any disposal of assets will result in capital receipts, 
which can then be reinvested in the capital programme. There needs to be realistic 
assumptions about the achievable capital receipts which council assets can deliver. These 
values should be constantly updated to inform the capital programme. 

1.6 Investment Strategy – Income Generation Working Group

The council has an income generation working group, which meets regularly. Its aim is to 
ensure that the council is commercially aware in an evolving and ever changing 
environment, and adopts a more entrepreneurial approach to investment strategies. Its main 
areas of consideration are:

 Fees and Charges
 Asset management
 Commercialisation
 Investment and Alternative Delivery Methods (ADMs)

2. Debt, Borrowing and Treasury Management 

2.1 Projection of borrowing requirements 

The capital programme contains projects which would not be immediately funded by grants, 
contributions, capital receipts or revenue contributions. The projected borrowing from the 
capital programme gives an estimate of the council’s future borrowing requirements. The 
Main such project is the provision of a “New Depot” which has a budget of approx. £4m, 
authorisation has been granted to borrow externally for the “New Depot” (internal borrowing 
is also an option where the council would fund internally from its other cash balances).

Acceptable sources of loans are the Public Works Loans Board, other local authorities, 
public bodies and UK banks and building societies.
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2.2 Implications of borrowing 

2.2.1 Minimum Revenue Provision (MRP) 

All capital expenditure has to be financed from capital receipts, grants and contributions 
(such as S106) or eventually from revenue income. Where local authorities borrow to fund 
capital expenditure, there is a requirement to ensure that they put aside enough revenue 
money over time to cover those debts. This is MRP and the broad aim is to ensure that the 
period over which it is charged is commensurate with the period over which the capital 
expenditure provides benefits. 

The Local Government Act 2003 requires the council to have regard to the Ministry of 
Housing, Communities and Local Government’s (MHCLG) Guidance on MRP. This guidance 
requires the council to approve an annual MRP statement and recommends a number of 
options for calculating the required prudent provision, while also not ruling out other methods 
should they be deemed more appropriate. This is discussed in more depth in the council’s 
Minimum Revenue Provision Statement. 

The council has taken into account the recently updated MHCLG Statutory Guidance on 
Local Government Investments and Minimum Revenue Provision. 

2.2.2 Interest payable 

Based on the projected borrowing discussed above of £4m for the new refuse depot, and a 
maturity structure which is spread to mitigate against interest rate risk, it is calculated that 
interest payable would be £91k per year. 

It should be borne in mind that the business cases for each project would need to 
demonstrate that they would achieve sufficient return to cover interest costs and any MRP. 

2.2.3 Proportionality 

In its new investment guidance, MHCLG introduces the concept of proportionality. This is to 
allow assessment of the contribution of yield-bearing investments to the achievement of a 
balanced budget. 

2.2.4 Prudential Indicators 

The Local Government Act 2003 requires the council to have regard to CIPFA’s Prudential 
Code. Its objectives are to ensure, within a clear framework, that the capital expenditure 
plans of local authorities are affordable, prudent and sustainable and that treasury 
management decisions are taken in accordance with good professional practice, with an 
understanding of the risks involved. Local authorities must look at capital expenditure and 
investment plans in the light of overall organisational strategy and resources, ensuring 
decisions are made with sufficient regard to the long run financing implications and potential 
risks to the authority. 

To that end, the Prudential Code sets out indicators which must be approved by Full Council 
and factors which must be taken into account. 
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In setting its Prudential Indicators, the council sets borrowing limits which are affordable and 
sustainable. The authorised (absolute) limit and operational (day-to-day) boundary are 
consistent with the council’s capital programme and treasury management strategy. 

Estimates of capital expenditure and the capital financing requirement bring together past 
and future capital commitments for consideration of affordability. 

The treasury management prudential indicators are designed to deliver accountability in 
taking capital financing, borrowing and treasury management decisions. They also highlight 
possible risks such as interest rate exposure and demonstrate the policies in place to 
mitigate the risks, for example, limiting the length of investments and the maturity structure 
of borrowing. 

2.3 Treasury Management 

Management of the Council’s cash balances and borrowing is governed by the Treasury 
Management strategy. The council’s investment priorities relating to this area are security of 
the principal sums and liquidity, keeping money readily available for expenditure when 
needed. Yield becomes a consideration after the priorities have been satisfied. Investments 
are “specified” as defined in the MHCLG 2018 investment guidance; in sterling, placed with 
the UK government, other local authorities or bodies and investment schemes of high credit 
quality, determined by the counterparty list, which is reviewed quarterly and updated as 
necessary. 

The council’s Treasury Management schedules require that institutions meet the following 
minimum rating of F1 from the Fitch Rating Agency.

Torridge District Council also obtains treasury management advice form Link Asset 
Management, which includes staff training & updates on latest developments, monthly 
investment reports, database of ratings from agencies for all counterparties, and other ad 
hoc support.

The Treasury Management strategy also sets out the Council’s approach to borrowing and is 
underpinned by the Prudential Code and MHCLG investment guidance. Any decision to 
borrow for capital projects or debt maturities would only occur if there was a clear business 
case to do so. Borrowing may occur to cover temporary shortfalls in cash balances. 

The Council will adopt a flexible approach to borrowing, making use of internal resources 
and keeping shorter term borrowing under review in comparison to longer term borrowing 
costs. This approach is to minimise financing costs and to spread re-financing risk. 
Acceptable sources of loans are the PWLB, the UK Municipal Bonds Agency, local 
authorities, public bodies and UK banks and building societies. Officers will also review 
alternative sources of borrowing and select those offering the best value for money to the 
Council at the time the funding is required. 

The latest Treasury Management Code includes investments which fall outside normal 
treasury management activity. Commercial investments for financial benefit rather than for 
service outcomes are sometimes entered into outside of normal treasury management 
activity. These need careful financial risk assessment. Where such investments do not give 
priority for security and liquidity over yield, CIPFA recommends that such a decision should 
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be explicit, setting out the risks and the impact on financial sustainability. This is a critical 
purpose of due diligence procedures. The Council currently has no plans to undertake any 
such borrowing.
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3. Knowledge and Skills 

The Prudential Code requires that the capital strategy gives details of the knowledge and 
skills available to the authority and confirmation that they are commensurate with its risk 
appetite. 

As a district council, Torridge strikes a balance between the retention of suitably qualified 
staff and the use of external expertise where this offers best value and flexible use of 
resources. 

Treasury management staff  receive internal training from experienced staff and managers. 
Staffing is arranged so that a bank signatory is always available for consultation on 
decisions. Procedure and system notes, together with official guidance from CIPFA and the 
MHCLG are maintained for consultation within the section. These are updated for any 
changes, which are also communicated to the relevant staff. Bank signatories are 
professionally qualified accountants

In terms of capital expenditure, the Council has the benefit of the experience of three fully 
qualified chartered accountants. It also has access to specialist advice through subscription 
to consultants who specialise in local authority accounting and capital finance. In addition, 
knowledge and skills are shared throughout the region via the Devon Accounting 
Development Group. 

In relation to the investment strategy, as well as the experience of RICS-qualified staff, the 
Council has working relationships with a range of specialist consultants whose areas of 
expertise include property management, development and infrastructure, investment and 
valuation. 

Council officers across a range of disciplines, including Property, Planning, and Finance as 
well as other service areas, make up the Asset & Capital Monitoring Working Group to 
ensure project appraisal is subject to wide early scrutiny and practical considerations. 

The Council’s constitution ensures an effective governance process. The chief finance 
officer is responsible for ensuring that all matters required to be taken into account are 
reported to the decision-making body (normally Full Council).
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APPENDIX 6

APPROVAL TO BORROW TO SUPPORT COMMUNITY LAND TRUSTS (CLT)

BACKGROUND

Community Land Trusts (CLTs) – Revolving Loan Fund £600K

A proposal has been submitted for a revolving loan fund for community land trusts 
(CLTs). This CLT funding scheme will require member approval and will be reviewed in 
detail at a future date.

Any subsequent set up of a revolving loan fund for CLTs is subject to approval of the 
Community & Resources (C&R) committee.

Key points of the proposed CLTs are as follows:

 Aim:
 Support affordable housing in the wider Torridge area.

 Cost:
 The £600K loan fund can be borrowed from the PWLB
 The interest is charged to the CLTs on any loans, which will cover the 

interest due to the PWLB:

 Key Points:
 £600K Revolving Loan Fund for CLTs to borrow from
 Loans from £75K to £150K
 Loans are secured with a legal charge against the land/property
 Interest charged on the loans at the European Reference Rate in order to 

be state aid compliant 

 Similar schemes from other councils:
 Cornwall support CLTs through loans
 East Devon support the “Beer Community Land Trust” (and borrow the 

funds from the PWLB)

Treasury Impact

In order for this “Revolving loan fund” to be able to proceed, the S151 Officer requires 
approval from members to:

 Borrow up to £600K from the PWLB to finance the revolving loan fund for CLTs 
(Subsequent approval by C&R will be required before any loans to CLTs can go 
ahead).
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