
 

 
Ally Brown 

Director of Corporate Services  

 

 

Date: 18 February 2019  
Your reference:  
Our reference: LAS/JG 
Ask for: Julie Grundy 
 

 
 
 
 
 
To:  Members and Officers of 
 The Council 
 
 
 
 
 
Dear Sir/Madam 
 
Budget Council - 28 February 2019 
 
You are requested to attend a meeting of the Council to be held on Thursday, 28th 
February, 2019 at 10.00 am in the Council Chamber, First Floor, Town Hall, Preston. 
 
The business to be transacted at the meeting is set out in the Agenda overleaf. 
 
Disclosure of Interests 
 
In addition could I please draw your attention to Item No. 2 on the Agenda which relates 
to the need to declare any personal/prejudicial interest or disclosable pecuniary interest 
(which is not included in the register of interests). 
 
May I remind Members that they must not vote on any business relating to the 
calculation required for the setting of Council Tax and related matters, and any decision 
which affects the Council Tax calculations if they are in arrears of Council Tax (at least 
two months since it became payable).  Please see my earlier letter, sent by email, dated 
Monday 11 February 2019. 
 
As you know the process of making declarations at the meeting of Council is a statutory 
requirement, however, it can sometimes be time consuming during the meeting.  
Therefore it would be helpful in speeding up the progress of the meeting if Members 
would notify Julie Grundy in writing or by email of an interest(s) they need to declare in 
the light of the contents of the agenda prior to the day of the meeting.  Could Members 
also indicate the nature of the interest, whether it is a disclosable pecuniary interest, 
Personal (and/or Prejudicial), and to which item on the agenda it relates.  
 

Member Services 
Corporate Services Directorate 

Town Hall 
Lancaster Road 

Preston  
PR1 2RL 

 
www.preston.gov.uk 

tel. 01772 906112 
j.grundy@preston.gov.uk 



A list of interests to be declared will be on deposit at the meeting.  It is then proposed 
that the Mayor, in introducing Item No. 2, will indicate that these notifications are taken 
as declarations for the purposes of the requirements of the Code of Conduct for 
Members. 
 
If Members fail to notify any declarations in advance they will have to make verbal 
declarations at the meeting but it is hoped this can be avoided.  If a Member requires 
general advice on declarations of interest, he/she is advised to contact Julie Grundy, 
Caron Parmenter or Adrian Phillips. 
 
Tea and coffee will be available in the Council Annexe from 9.00 am onwards. 
 
Yours faithfully  
 
Ally Brown  
 
Director of Corporate Services  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Council 
Thursday, 28 February 2019 

 

Agenda 
 

 Part A (Open to Press and Public) 
 

 1. Mayor's Announcements   

 
   Fire Procedures  

 Mobile Phones 

 Rest Rooms 
 

 2. Declarations of Interests   

 
  To receive any declarations of interest from Members. 

 
 3. Minutes  (Pages 1 - 8) 

 
  To confirm the minutes of a meeting of Council held on 31 January 2019. 

 
 4. Questions of Members of the Public   

 
  In accordance with rule 9 of the Council Procedure Rules, a period of 30 

minutes will be allocated to allow members of the public to ask questions of 
Members of the Cabinet and Chairs of Committees. 
 

 5. Questions of Cabinet Members, Chairs of Committees and 
Representatives on Outside Bodies   

 
  In accordance with rule 10 of the Council’s Procedure Rules a period of one 

hour will be allocated to allow Members of the Council to ask questions of 
Members of the Cabinet and Chairs of Committees on matters falling within 
their responsibilities or terms of reference. 
 
Questions may also be addressed to Members appointed to serve on outside 
bodies provided that the questioner has given written notice on details of the 
question to the relevant Member and Head of Member Services at least 72 
hours before the day of the relevant Council meeting.  
 

 Matters for Decision 
 

 6. Achieving Preston's Priorities - Budget and Policy Proposals 
2019/20  (Pages 9 - 98) 

 
  Report enclosed. 

 



 7. Notification of Changes to Membership of Committees   

 
  To approve changes to the membership of committees and other Council 

bodies (if any). 
 

 Matters for Information 
 

 8. Special Urgency Decisions   

 
  In accordance with Rule 19.3 of the Council’s Access to Information Procedure 

Rules, the Leader to report on any executive decisions taken in the 
circumstances set out in Rule 18 (Special Urgency) since the previous Council 
meeting (if any have been made). 
 

 9. Date of Next Meeting   

 
  The date of the next ordinary meeting of the Council will be held on Thursday 

18 April 2019 at 2.00 pm in the Town Hall, Preston. 
 

 
 
 



Council 
 

 

City Of Preston 
 

At a Meeting of the Council held at the Town 
Hall, Preston, on Thursday, 31st January, 

2019 
   

 
Present: 

 
The Right Worshipful Councillor Trevor Michael Hart, Mayor, in the Chair 

The Deputy Mayor (Councillor David Borrow) 
 

Councillors 
 

Mrs Atkins, Ashton; 
Bailey, College; 
Bax, Deepdale; 
Boswell, Tulketh; 
Brown, Tulketh; 
Mrs Brown, Ingol; 
Browne, Brookfield; 
Cartwright, Preston Rural East; 
Corker, Brookfield; 
Craven, Cadley; 
Crompton, University; 
Mrs Crompton, Riversway; 
Crowe, Larches; 
Darby, Ingol; 
Desai, Town Centre; 
Dewhurst, Lea; 
Donnell, Greyfriars; 
Mrs Edmondson, Greyfriars; 
Faruki, St Georges; 
Gale, Town Centre; 
Mrs Gildert, Sharoe Green; 
Greenhalgh, Garrison; 
Grisdale, St Matthew's; 
Hawkins, Fishwick; 
Henshaw, Tulketh; 
 

Hull, St Georges; 
Iqbal, St Matthew's; 
Jeffrey, Ingol; 
Jolliffe, Greyfriars; 
Khan, Moor Park; 
McKeever, Lea; 
Morgan, St Matthew's; 
Moss, Riversway; 
Patel, Town Centre; 
Pomfret, Ribbleton; 
Potter, Cadley; 
Rawlinson, Fishwick; 
Rollo, Ribbleton; 
Routledge, Ashton; 
Saksena, Ribbleton; 
Seddon, College; 
Sedgewick, Sharoe Green; 
Mrs Smith, Preston Rural North; 
Swindells, University; 
Mrs Thomas, Garrison; 
Walker, Sharoe Green; 
Woollam, Preston Rural East; 
M Yates, Larches; 
R Yates, Larches; 
 

 
 

Apologies: Councillors Ms Eaves, Hindle, Kelly, Thompson, Wallace and 
Mrs Whittam 
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CO74 Mayor's Announcements  
 

(i) The Mayor advised Council that there had been a change in Leadership of 
the Conservative Group as Councillor Cartwright had stepped down from 
the role.  As such the Mayor reported that Councillor Mrs Whittam would 
replace him, however, due to a family emergency Councillor Greenhalgh 
would act as her representative for this meeting of Council only. 
 

(ii) The Mayor then reported the news that Jim Carr, Chief Executive from 
1996 to 2009 had died on 16 December aged 69 years. 
 
The Mayor along with the Leader of the Council, the Interim Chief 
Executive and many Councillors and officers had attended his funeral on 4 
January. 
 
The Mayor said that Jim Carr’s whole 41 year career was dedicated to 
local government and public service with 27 years being at Preston and 13 
of those as Chief Executive.  The Mayor said that Jim’s work, in so many 
areas of city and public life, was remembered with respect and real 
affection. Jim was a great champion of the city and its people. Securing 
City status in 2002 was the beginning of the regeneration we have seen 
over a number of years and still continues today.  
 
The Mayor then invited the four Group Leaders to say a few words before 
Members stood in a minutes silence as a mark of respect. 
 

(iii) News had also reached the Mayor that Honorary Alderman John Collins 
had recently suffered a fall which had resulted in a hospital stay.  On 
behalf of Members the Mayor sent his best wishes for a speedy recover to 
Honorary Alderman Collins. 
 

(iv) The Mayor then reminded Members of his cheese and wine evening on 8 
February 2019 at Cottam Community Centre.  It would start at 7.30 pm and 
tickets were £15 each and could be purchased directly from the Mayor.  
Monies raised would go to the Headway Preston and Chorley Charity.   
 

(v) The Mayor then announced the date of his Mayor’s Charity Ball to 
Celebrate the end of his Mayoral Year which would be held on Saturday, 
13 April 2019, 7.00pm for 7.30pm at the Foster Building, UCLAN. 

 
The evening would be a black tie event and include a drinks reception plus 
a three-course dinner with wine as well as music and entertainment 
provided by Thomas Lopez. Tickets were £40.00 each or £360 for a table 
of 10 and could be purchased via the Mayoral Office by no later than 28 
March. 
 
There would be fund-raising events during the evening including a Grand 
Raffle and Auction and all monies raised would be donated to his Charity, 
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Headway Preston and Chorley.  Any donations for the raffle or auction 
would be gratefully accepted. 

 
The Mayor said that he hoped that he could count on the support of 
Members to join him and make the occasion very special. 

 

(vi) Finally, the Mayor reminded Members that the Preston Minster was closing 
for refurbishment with the last service being held on Sunday 3 March 2018, 
to which he invited all to attend.  In the meantime, the Mayor reported that 
all civic services would be held at St George’s Church, off Lune Street.  

 

CO75 Declarations of Interests  
 

Members Item Interest 

Councillor Rollo Minute CO84 – Notice 
of Motion submitted by 
Councillors Mrs 
Whittam and Morgan – 
A Statue to Honour our 
Local Suffragette Edith 
Rigby 
 

A Personal and 
Prejudicial Interest 
insofar as his wife sits 
on an external body 
which is currently 
investigating the 
potential erection of a 
statue to honour local 
Suffragette Edith Rigby 

 

CO76 Minutes  
 
Resolved - That the minutes of Council held on 13 December 2018 be noted and 
signed as a correct record. 
 

CO77 Questions of Members of the Public  
 
There were none. 
 

CO78 Questions of Cabinet Members, Chairs of Committees and 
Representatives on Outside Bodies  
 
In accordance with Rule 10 of the Council Procedure Rules, Members of the 
Council had the opportunity to ask questions of Members of the Cabinet, Chairs 
of Committees and representatives on outside bodies on matters falling within 
their terms of reference. 
 

CO79 Pay Policy Statement  
 
The Director of Corporate Services submitted a report recommending that 
Council approve the Pay Policy Statement, as set out in the Appendix to the 
report, to ensure compliance with the provisions of the Localism Act 2011. 
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The report was moved by Councillor Rawlinson and seconded by Councillor M 
Brown and it was 
 
Resolved – That Council approves the Pay Policy Statement, as set out in the 
Appendix to the report. 
 

CO80 Plastic Free Preston Task and Finish Group  
 
The Interim Chief Executive submitted a report regarding the work undertaken by 
the Plastic Free Task and Finish Group set up as a request of Council at its 
meeting held on 19 April 2018. 
 
The report of the Plastic Free Task and Finish Group was attached as Appendix 
A to the report which detailed a number of proposed recommendations for 
implementation in order to assist in reducing the use of plastic. 
 
The report was moved by Councillor Swindells and seconded by Councillor Hull 
and it was 
 
Resolved – (i) That Council approves the recommendations contained within the 
work plan study report on ‘Plastic Free Preston’, as set out in the Appendix to the 
report, subject to the comments made by the Corporate Management Team as 
detailed in paragraph 8 of the Appendix; and 
  (ii) that Council delegates the appropriate implementation and 
allocation of resources to the Executive Member for the Environment. 
 

CO81 Urbact Project III: Making Spend Matter  
 
The Interim Chief Executive submitted a report seeking approval for a fully 
funded addition to the Revenue Budget to support the work of Phase 2 of the 
Making Spend Matter project funded from the European Union’s URBACT 
Programme. The project was focused on working to make better use of 
procurement by public and / or anchor institutions within Preston and within 
partner cities and builds on the work of the Procure URBACT III Action Planning 
Network (15th September 2015 – 3rd May 2018). 

 
The project also aimed to transfer Preston’s URBACT approved Good Practice of 
using spend analysis as an evidence base to encourage greater spend in the 
local economy which in turn enhances economic, social and environmental 
benefits for local communities. It would also result in the improvement of 
Preston’s Good Practice. The report recommends a fully funded addition to the 
council’s Revenue budget following the Council’s recent successful bid under the 
URBACT III Programme. 
 
The report was moved by Councillor M Brown and seconded by Councillor 
Rawlinson and it was 

 
Resolved – That Council:- 
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(i) Approve a fully funded addition to the Revenue Budget of 
£39,954 for 2018/19, £190,709 for 2019/2020 and £167,107 for 18/19, 19/20 and 
20/21, as detailed in paragraph 4.1 and Appendix A to the report; and 

(ii) delegate acceptance of the grant funding from the European 
Regional Development Fund (ERDF) and terms and conditions to the City 
Treasurer. 
 

CO82 Reimagining the Harris - Acceptance of HLF Round 1 Award  
 
The Interim Deputy Chief Executive/Director of Customer Services submitted a 
report briefing Members on the Re-imagining the Harris project.  The report also 
sought permission to accept the Round 1 Heritage Lottery Fund (HLF) grant to 
allow the project team to develop the scheme further. 
 
The report was moved by Councillor Rawlinson and seconded by Councillor 
Crowe and it was 

 
Resolved – That Council approves:- 

(i) The capital scheme as set out in the report; 
(ii) the acceptance of the grant offer of  £180,900 from HLF, subject 

to the verification of terms and conditions;  

(iii) a fully funded budget increase to the capital programme of 
£374,380, allocated £181,640 in 2019/2020 and £192,750 in 2020/21, as detailed 
in paragraph 4.1.5 of the report; 

(iv) an unfunded revenue budget increase of £94,970, allocated 
£71,930 in 2019/20 and £23,040 in 2020/21, as detailed in paragraph 4.1.4 of the 
report; and 

(v) a funded revenue budget increase of £56,520, allocated £36,420 
in 2019/20 and £20,100 in 2020/2,1 as detailed in paragraph 4.1.6 of the report. 
 

CO83 Notification of Changes to Membership of Committees  
 
The Leader reported the following changes, detailed below:- 
 
Councillor Boswell to replace Councillor Morgan on the Overview and Scrutiny 
Management Committee 
 
Councillor Morgan to replace Councillor Boswell as a substitute member for the 
Overview and Scrutiny Management Committee 
 
Resolved – That the changes be noted. 
 
Councillor Rollo declared a Personal and Prejudicial Interest in the 
following item as his wife is a member of an external Steering Group 
currently considering options to erect a statue to commemorate local 
suffragette Edith Rigby.  He left the room and took no part in discussions 
on the item 
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CO84 Notice of Motion submitted by Councillor Mrs Whittam - A Statue 
to Honour our Local Suffragette Edith Rigby  
 
Due to a family emergency, the following Notice of Motion was moved by 
Councillor Greenhalgh on behalf of Councillor Mrs Whittam.  The Notice of Motion 
was also jointly submitted by Councillor Morgan and it was seconded by 
Councillor Mrs Brown: 

 
A Statue to Honour our Local Suffragette Edith Rigby (18 October 1872 –
1950) 
 
Full Council notes: 
 
Edith Rigby founded a school in Preston called St Peter’s School aimed at 
educating women and girls.  She was a staunch supporter of women and their 
right to vote.  In 1907 she formed the Preston branch of the Women’s Social and 
Political Union WSPU).   During World War I she bought Marigold Cottage near 
Preston and used it to produce food for the war effort.  She was also a founding 
member and President of the Hutton and Howick Women’s Institute. 
 
This City has no statues or tributes to women.  This Council supports the 
excellent work undertaken so far by the external Working Group to fund a statue 
of Edith Rigby and wishes to support this work. 
 
Full Council resolves: 
 
To wholeheartedly support the external Working Group to fund a statue of Edith 
Rigby to be placed at a suitable location in Preston. 
 
Following debate the Mayor put the Motion to the vote and it was 
 
Resolved: 
 
A Statue to Honour our Local Suffragette Edith Rigby (18 October 1872 –
1950) 
 
Full Council notes: 
 
Edith Rigby founded a school in Preston called St Peter’s School aimed at 
educating women and girls.  She was a staunch supporter of women and their 
right to vote.  In 1907 she formed the Preston branch of the Women’s Social and 
Political Union WSPU).   During World War I she bought Marigold Cottage near 
Preston and used it to produce food for the war effort.  She was also a founding 
member and President of the Hutton and Howick Women’s Institute. 
 
This City has no statues or tributes to women.  This Council supports the 
excellent work undertaken so far by the external Working Group to fund a statue 
of Edith Rigby and wishes to support this work. 
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Full Council resolves: 
 
To wholeheartedly support the external Working Group to fund a statue of Edith 
Rigby to be placed at a suitable location in Preston. 
 
Councillor Rollo returned to the Chamber 
 

CO85 Appointment of Member Champion for Mental Health and Suicide 
Prevention  
 
The Monitoring Officer submitted a report detailing a recommendation from the 
Suicides Task and Finish Group which suggested that the Leader appoint a 
Member Champion for Mental Health and Suicide Prevention. 
 
The Leader reported that he had appointed Councillor Hawkins as the Member 
Champion for Mental Health and Suicide Prevention. 
 
Resolved - That the Leader’s appointment be noted. 
 

CO86 Leader's Report  
 
The Leader of the Council submitted a report giving details of the work he had 
carried out on behalf of the Council since the date of the last meeting. 
 
The Leader updated Members on the following:- 
 

 Key Cities Conference ‘Future of City and Town centres’ held on 29 
January 2019 

 City Deal 

 City Centre Leisure Scheme 

 Lancashire Leaders’ Economic Theme Group 

 ‘Preston Model’/Community Wealth Building 

 NHS Long Term Plan 

 Meeting with Sir Mark Hendrick MP and Ben Wallace MP to discuss issues 
of local importance 

 
Resolved – That the report be noted. 
 

CO87 Special Urgency Decisions  
 
There were none. 
 

CO88 Date of Next Meeting  
 
The next meeting of Council is the Budget meeting which will be held on 
Thursday 28 February 2019 at 10.00 am in the Town Hall, Preston. 
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CO89 Exclusion of Press and Public  
 
Resolved - “That the public be excluded from this meeting during consideration 
of the following items of business on the grounds that there is likely to be 
disclosure of exempt information which is described in the paragraphs of 
Schedule 12A to the Local Government Act 1972 which are specified against the 
heading to each item, and that in all the circumstances of the case the public 
interest in maintaining the exemption outweighs the public interest in disclosing 
it.” 
 

CO90 Harris Quarter Leisure Scheme (Paragraph 3)  
 
The Interim Chief Executive submitted a report on the regeneration strategy for 
the Harris Quarter. 
 
The report was moved by the Leader, Councillor M Brown and seconded by 
Councillor Moss and it was 
 
Resolved – That the Council approves:- 

(i) The principles of the transaction structure set out in the report to 
bring forward a family-orientated leisure provision on the site of the former Indoor 
Market and Market Hall Car Park in the Harris Quarter; 

(ii) the principles and authorisations set out in paragraph 3.3.9 of 
the report; and 

(iii) the indicative programme set out in the report. 
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Report to Budget Council 
Meeting to be held on 28 February 2019 
 

Electoral Ward Affected 
ALL 

Report submitted by: Corporate Management Team 
 

Portfolio Holder: Cabinet Member for Resources  
 

Achieving Preston’s Priorities - Budget and Policy Proposals 2019/2020 
 

 
 
1. Summary  
 
1.1 The document attached ‘Achieving Preston’s Priorities’ sets out the Cabinet proposals for 

the budget and policy framework for the five years 2018/19 to 2022/23.  The document 
sets out policy priorities for 2019/20 and the Medium Term Financial Strategy. 

 
1.2 The report identifies the Council’s available funding resources and reserves.  It includes 

specific savings proposals.  The Council’s Revenue Budget and Forecast, Capital 
Programme 2018/19 to 2022/23 are also included in this document.  

 
1.3 A summary of responses to the Budget Consultation process will presented at the 

meeting and inserted at Appendix M of the Achieving Preston’s Priorities document. 

 
 
2. Decision Required 
  
2.1 Council is recommended to approve:- 
 

 (a)  The Achieving Preston’s Priorities document (together with the Cabinet Budget 
Proposals 2019/20 to 2022/23 document released for public consultation); 

 
 (b)  A Council Tax increase of 2.99% with a new Band D charge for the Council of 

£314.50 in 2019/20; 
 
 (c)  The Revenue Budget for 2019/20 and Revised Estimates for 2018/19 which are set 

out in the Five Year Forecast, including Fees & Charges (see Appendix E of the 
Achieving Preston’s Priorities document); 

 
 (d)  The savings and growth options (see Appendix F of the Achieving Preston’s 

Priorities document);  
 
(e)  That any shortfall on redundancies once final figures are known are met from 

earmarked reserves, and the decision be delegated to the Chief Financial Officer;  
 
 (f) Additions to the Capital Programme as set out in Appendix G of the Achieving 

Preston’s Priorities document;  
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(g) The updated Five Year Capital Programme including the new schemes highlighted 

(see Appendix G of the Achieving Preston’s Priorities document); and, 
 
(h)  The flexible use of capital receipts;  
 
(i) The planned use reserves as set out in the Achieving Preston’s Priorities document 

Appendix E.  
 

2.2    Council is recommended to approve the following items, which will be included in the    
Achieving Preston’s Priorities (Cabinet Budget Proposal’s) document submitted for 
Budget Council:- 
 
Capital Strategy, Treasury Management Strategy Statement, Minimum Revenue 
Provision Policy Statement and Annual Borrowing and Investment Strategy 
 
(j)   The Capital Strategy report 2019/20, including Prudential Indicators and Limits, 

Appendix I; 
 
(k) The Treasury Management Strategy, including the borrowing strategy, Appendix J; 
 
(l) The Investment Strategy, including Investment Indicators, Appendix K; and 
 
(m) The Minimum Revenue Provision (MRP) Statement, Appendix L  
 

2.3  Electronic links to detailed supporting budget documentation are given below: 
 
i) Draft Fees & Charges Schedule 2019/20 can be found at: 

http://www.preston.gov.uk/thecouncil/plans-and-spending/fees-charges/ 
 
ii) Draft Budget 2019/20 can be found at: http://www.preston.gov.uk/thecouncil/plans-

and-spending/budgets/ 
 
 

3. Information 
 
3.1 The Council set a budget in February 2018 on the basis of continuing with its ambitious 

Four Year Efficiency Plan.  The Council’s efficiency plan was formulated in response to 
the further round of austerity driven contraction in Local Government funding and the 
Government’s offer of a four year funding settlement deal.   

 
3.2 Since February 2018 the Cabinet has continued work on the four year efficiency plan 

through its Budget Working Group which consists of Cabinet Members plus three back 

bench Members.  Major savings over the life of the plan have already been achieved; 

successfully transferring the leisure centres to Greenwich Leisure Limited (GLL) on 1 

May 2017, securing significant ongoing savings in of circa £700k; implementing efficiency 

savings circa £300k from e.g. introduction of new technology in the Contact Centre and 
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planned restructures in the Communications Team, and implementing significant savings 

from the digital agenda. 

 
3.3 Work will continue in 2019/20 to implement Investment Property action plan and the 

management cost savings target. 

 
3.4 The Council have consulted on a number of areas within the Efficiency Plan during 2018 

and consultation is underway on the proposals for 2019/20.  These include increasing 
Council Tax by 2.99%, in line with the Government’s flexible Council Tax capping rules, 
and the budget proposals contained within the existing document.  Responses from the 
budget consultation will be presented to Members at the Budget Council meeting.   

 
3.5 The Local Government Finance Settlement 2019/20 was announced on 29th January 

2019 and includes the funding for 2019/2 which is the final year of the four year 
settlement deal. The announcement also confirmed the Council Tax Principles. There 
are two open consultations for ‘Business Rates Retention Reform’ and the ‘Review of 
Local Authorities’ Relative Needs and Resources’ which were published alongside the 
draft settlement in December 2018.  The deadline for the Council to respond to these is 
21st February 2019.   

 
3.6 The changes to the Council Tax referendum principles allows the Council to increase 

Council Tax by up to 3% in 2019/20.  The Council Tax referendum figure is 3% for 
2019/20.  This means if the Council sets a Council Tax of 3% or above it would have to 
hold a referendum to agree the increase.  Government has not extended the Council Tax 
referendum principles to higher spending Parish Councils; however they will keep the 
level of precepts set under close review.   

 
3.7    The Council proposals include a 2.99% increase to Council Tax for 2019/20; a new Band 

D charge of £314.50. 
 
3.8 The Financial Forecast is showing an improved position due to a combination of factors, 

mainly the increased Council Tax Base, as a result of additional housing through the City 
Deal and changes to Council Tax discounts 

 
3.9 The fourth year of the settlement was broadly in line with expectations. The retained 

business rate funding was as expected.  However for 2019/20 the Council has entered 
into the 75% Lancashire Business Rate Retention Pool, therefore the Council will receive 
an increased benefit from any growth achieved.  The Government has reversed its 
decision to introduce ‘negative revenue support grant’, the impact of this decision on the 
Council is £133k (favourable) in 2019/20.  No changes were made to the New Home 
Bonus Scheme for 2019/20.  From 2015/16 onwards the Council has been passing all 
NHB to the City Deal.  

 
3.10 A major unknown and risk for the Council is the impact of the Fair Funding review, 

especially how it will affect the Council’s level of retained business rates funding from 
2020 onwards.  The other significant risk is the impact of Brexit.  Depending on the 
outcome of these there could be a major shift on the financial forecast set out at 
Appendix A. 
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3.11   The Council along with all other Lancashire authorities (excluding Lancaster City 

Council) have been successful in the bid for the Government’s 75% Business Rates Pool 
Scheme.  This is estimated to retain an additional £10m for the Lancashire area.  Whilst 
the Council are estimating to be in a slight growth position for 2019/20 it is recommended 
that initially any growth is set aside in a contingency/earmarked reserve to compensate 
for any peaks and troughs in the scheme. 

 
3.12 Council’s saving proposals and growth for 2019/20 onwards can be found in Appendix F.  

The impact of the savings and growth proposals have been reflected in the Council’s five 
year Revenue Forecast. 

 
3.13   The document attached identifies the key financial risks for the Council moving forward 

(see Appendix H).  
 
3.14 The proposals are subject to a period of consultation.  A summary of the responses will 

be presented at the Budget Council meeting. Specific consultation has been undertaken 
with the Trade Unions, staff, Business Rate payers and Council Tax payers.  

 
 
4.  Implications  
 
4.1 The financial implications are fully set out in the report and the attachment (notably 

appendices A – I). 
 
4.2 Specific advice has been given by the Council’s Section 151 Officer and is referenced in 

the overall conclusions section within the report. 
 
4.3 The Human Resource implications of the budget proposals are referenced in the 

attachment to the report.  The Council remains committed to a policy of seeking to avoid 
compulsory redundancies where possible by seeking volunteers and identifying any 
redeployment opportunities.   

 
4.4 All savings proposals are subject to an appropriate Equality and Human Rights impact 

assessment. 
 
4.5 Council will ultimately set a budget and will consider Cabinet’s recommendations.  In 

setting the budget the Council must act in accordance with its statutory duties, i.e. it must 
act reasonably and not breach its fiduciary duty to its ratepayers and Council Tax payers. 

 
 
5. Impact Statement  
 
5.1  The Achieving Preston’s Priorities is the key document setting out the Council’s 

Priorities, Plans and Medium Term Financial Strategy for the period 2018/19 to 2022/23. 
 
 
6. Reason for Inclusion in Part B, if Appropriate 
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 N/A 
 
 
Background Documents: 
 
Background documents open to inspection in accordance with Section 100D of the Local 
Government Act 1972: 
 

Paper 
Ministry of Communities, Local 
Government & Housing: 
Local Government Finance 
Settlement: England, 2019/20 

Date  
 
January 2019 
 

Contact/Directorate/Ext. 
 
Jackie Wilding   
Ext 6994 

 
 
Contact for further information: 
 

Jackie Wilding 01772 906994 City Treasurer  
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Foreword 
 
 

  The evidence that Preston is changing is everywhere and I am proud of the role Preston City Council has 
played in the City’s progress, particularly over the past 12 months. 
 

The new Preston Market Hall and Box Market opened their doors and have been well received by the 
public, with stall holders already expanding and the building itself winning awards.  This area of the City 
Centre, often referred to as the Harris Quarter, is the focus of further investment as the highly-anticipated 
Shankly Hotel opens in 2019 and we move closer to realising our aspirations for a cinema development. 
 

We have continued to prioritise and invest in the Harris and were delighted to receive notice earlier this 
year that we have been awarded development funding of £180,900 to develop our plans with Lancashire 
County Council to apply for a full National Lottery grant in 2020, which, if successful, will enable the full 
realisation of the Harris Re-Imagining project.  This is backed by funding in place from both Councils, the 
Preston, South Ribble and Lancashire City Deal, Arts Council England and local supporters.  Proudly, the 
Harris is also a National Portfolio Organisation with Arts Council England, offering an exciting and diverse 
programme to residents and visitors. 
 

Our Fairness Agenda has also gone from strength to strength, with international recognition for the 
Preston Model, as well as with the implementation of projects such as Holiday Markets, the Red Box 
Project and Make Every Adult Matter.  Excitingly we have been awarded significant funding to work with 
our partner, The Foxton Centre, to provide the City with a Somewhere Safe to Stay centre.   
 

Our investment in the local economy through procurement continues to be a priority for us.  We are proud 
to be leading a trans-national, European project “Making Spend Matter” through URBACT, to explore key 
topics surrounding progressive public procurement and spend analysis. 
 

Despite the difficult budget decisions that we have had to make in recent years, I believe that we are 
delivering high-quality frontline services to Preston’s residents.  
 

In 2018, Preston received national recognition for its position of most-improved city in the Demos-PwC 
Good Growth for Cities 2018 index, which ranks cities according to a series of indicators of economic 
performance and quality of life.  We are proud to have received national recognition for the progress we, 
alongside partners, have made but recognise that there is still much to be done. 
 

 
Councillor Matthew Brown 
Leader of the Council 
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PART 1: ACHIEVING PRESTON’S PRIORITIES  
 
 

How are we doing? 
  
 

 
 
 
 

Why are we taking action? 
 
Preston is identified nationally as a City with significant economic prospects and potential to become a much 
greater force in the regional economy.  To achieve this ambition there are a number of key issues that we 
have been addressing:- 
 

• A need to diversify and strengthen the City Centre workforce 
• The need to find innovative solutions to redundant commercial and retail property 
• A need to grow the leisure, culture and tourism offer 
• Transport network prioritising accessibility by car at the expense of pedestrians, cyclists and public 

transport 
• Poor arrival experience, connectivity and functionality of the City’s railway and bus station 
• Under-utilisation of the City’s rich legacy of historic buildings and spaces 
• Under-provision and limited range of new housing in Preston’s central area 

 
 
 

What actions are we taking? 

 
HARRIS QUARTER 
 
 Shankly Hotel - the former Post Office –  

The conversion of the former Post Office to a hotel, restaurant, spa, conference 
centre and wedding venue began in Autumn 2017 and enabling works have been 
ongoing throughout 2018.  The owners and operators, Signature Living, are aiming 
to have the venue open in mid-2019.   
See more at https://shanklyhotel.com/preston/ 

 
 
 

• Securing investment; improving assets & infrastructure; 
attracting high quality jobs;  creating a City with a strong 
cultural and leisure offer.

Your City

Page 18

https://shanklyhotel.com/preston/


3 | P a g e  

 

Culture and Leisure – A new 10 year cultural strategy for the City is due to be published by spring 2019, 
this has been developed in partnership with a range of stakeholder, artists and the 
community.  The strategy will set out a clear vision for the City and a set of priorities.  
The strategy will provide a framework for strategic partners including the Council to 
support the development of a vibrant and unique cultural offer.  Preston’s Cultural 
Framework Board will drive forward the delivery of the strategy working with 
partners, stakeholders and funders. 

The development of the Lancashire Encounter biennial arts festival remains a key priority.  Preston City 
Council (PCC) is positioning the festival as a flagship biennial festival that celebrates the creativity, innovation 
and practical know how of the County’s arts and cultural community.  The festival was awarded £95k by Arts 
Council England for its second full scale year in 2018.  A 4-year business plan is due to be published by spring 
2019 setting out a clear plan for future development and sustainability of the festival. 

The City has a well-established annual events programme spanning the year, which the Council is supporting 
and/or delivering with its partners.  The main focus is around the Flag Market, Markets and the Harris with 
plans for a better coordinated approach over 2019 to maximise resources and develop a cohesive visitor 
offer.  Moor Park is established as Preston’s major outdoor event venue and has a recognized programme of 
large scale events including: Race for Life, Rockprest, circuses and fairs.  A review of Moor Park’s programme 
and approach will be completed by the beginning of 2019 to shape the development of the 2019 events 
season. 
 
 
Re-imagining the Harris – The Harris continues to deliver a range of incremental improvements across 

the building, this includes establishing UCLan’s former ‘In the City’ space in the 
Harris, developing and improving the community history library, changing and 
improving the staff spaces.  Further progress is being made in moving to a shared 
library, museum and art gallery service and single team in the Harris, with support 
from both Council’s Cabinet’s.  The Council’s team is working closely with colleagues 
at Lancashire County Council (LCC) to take the capital redevelopment of the Harris 

to the next stage.  Heritage Lottery Fund (HLF) application has been successful for Round 1, securing 
development funding from HLF of £181k.  The Harris is now in a position to be able to progress to a Round 2 
application to HLF to release further capital funding to enable the full delivery of the ‘Re-Imagining the Harris’ 
project to be submitted in 2020.  
 
 
Harris Museum and Art Gallery - The Harris is delivering its business plan as part of the National 

Portfolio funding supporting the changes and improvements to the service with a 
number of projects.  The funding is enabling the Harris to deliver an enhanced 
programme of activity based on four themes; Made in Preston, Collections for the 
21st Century, Communities at the Heart and a Thriving Cultural Sector in 
Lancashire.  The offer continues to draw in new audiences with visitor figures 
continuing to grow, projects piloted across the building, the two staff teams working 

closely together and an enhanced visitor offer.  
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City Deal – We are working in partnership with Lancashire County Council, South Ribble Borough Council 
and Homes England to drive forward growth over the next ten years to generate 
20,000 jobs, £1bn growth in gross value added, £2.3bn in commercial investment 

and 17,000 new homes.  The deal with Central Government includes a £350m infrastructure delivery 
programme.  Significant progress has been made, with the completion of the Broughton by-pass (James 
Towers Way), improvement works on New Hall Lane, completion of Preston Bus Station and car park and 
duelling of roads south of the City.  Planning permission has been granted and Compulsory Purchase Order 
confirmed for the Preston Western distributor road and work has started on the Penwortham by-pass.  The 
masterplan for the North West Preston strategic housing site was adopted as planning guidance. 

Over 3,700 houses have been built in the City Deal area so far, of which nearly 2,200 were built in Preston 
including over 630 in 2017/18, comparable to previous years.  55,500 sqm of commercial floorspace has been 
constructed to date and over 13,000 jobs have been created since the City Deal was signed. 

The Central Lancashire Construction Skills Hub is a partnership between Preston College, UCLan and a 
number of specialist construction training providers to promote opportunities for apprenticeships within the 
City Deal and encourage meeting social value outcomes.  Work has started on a city transport plan for Preston 
City Centre, plans identifying improvements on public transport corridors in the City Deal area and a cycling 
& walking strategy. 

Key priorities for 2019/20 include land assembly for the construction of the Preston Western distributor and 
East - West link road, the completion and opening of the Penwortham by-pass and the construction of a new 
public square in front of the bus station. 

A strategic review of the City Deal to evaluate its successes and areas for improvement is approaching 
completion.  It was agreed between partners at the start of the Deal that this would be completed in Year 5, 
so this is on track. 
 
 
Revitalised Market and New Cinema and Restaurant Development – The new Market 

Hall, Box Market and refurbished Outdoor Market all fully opened during 
2018.  Letting of stalls has been very successful and has resulted in an interesting 
and varied mix of traders, both old and new, throughout the Market Hall and Box 
Market.  The reputation of Preston Markets is continuing to grow and receive 
considerable positive coverage across all forms of media.  The project received the 
overall 2018 NW Royal Town Planning Institute award for Planning Excellence 

having previously won the category award for Creating Economically Successful Places. 

Enabling works for the demolition of the former indoor market building and multi-storey car park got 
underway in November 2018 with a view to the main demolition works starting in early 2019.  The demolition 
contractors are the Preston-based Bradley Group. 

The Council continues its positive negotiations with Muse Developments on the cinema-led leisure scheme 
and replacement multi-storey car park.  The Light Cinema group remain fully committed to opening a 
multiplex cinema in the Markets Quarter. 
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Preston Bus Station – The works to the car park and concourse area of the Lancashire County Council 
bus station have been completed as has the new coach station at the southern end 
of the building.  A revised planning application for the public square on the western 
side of the bus station is due to be submitted shortly to reflect the changes to the 
scheme now that the Youth Zone is no longer going ahead.  The square and public 
realm improvements to Tithebarn Street are due to be completed in the first half of 
2019. 

 
 
Fishergate Central – Public Realm – The final phase of works (being referred to as Fishergate 3) 

linking the railway station to the bus station commenced in January 2018 and are 
due to be completed in 2019.  The extent of Fishergate 3 is the southern section of 
Lancaster Road including the space in front of the Guild Hall, Lord Street and the 
remaining part of Tithebarn Street.  Consideration is being given to future funding 
for remaining streets within the Harris Quarter, particularly the northern section of 

Lancaster Road in front of the Town Hall and markets which require significant investment to upgrade the 
public realm. 
 
 
Railway Station - Over the next 7 years significant investment will need to be made in Preston railway 

station to ensure it is HS2 compliant, and there is a unique opportunity to build 
on this requirement to bring forward significant redevelopment proposals for the 
station and wider area.  In addition to providing major transport and connectivity 
improvements the new commercial, housing, education and public space 
investment opportunities which would accompany such a vision are 

significant.  These are long term plans which we are bringing forward with partners in the City Deal in 
conjunction with the Lancashire Enterprise Partnership.  Joint working between Network Rail, LCC, PCC and 
other partners to advance the project will continue throughout 2019. 
 
 
Winckley Square (Townscape Heritage Initiative and Gardens) – Following the completion 

of the HLF funded public realm improvements on Cannon Street a number of 
properties have recently been refurbished and reoccupied and discussions are 
underway with business owners regarding the roll-out of the shop front 
improvement scheme using Townscape Heritage Initiative (THI) funding.  1/2 Cross 
Street has been approved for funding with works now underway and two other 
buildings off Winckley Square have been allocated funds subject to approval and 

completion of the works prior to the closure of the programme in 2019.  Community training events have 
been very well attended and it is planned to organise further craft training events predominantly for local 
students. 

The Winckley Square Gardens restoration project is now completed and a creative events and activity 
programme is in place to encourage maximum utilisation of these highly attractive historic gardens.  The 
Gardens were used as a main venue for events and activity as part of the 2018 Lancashire Encounter festival. 
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University of Central Lancashire – PCC is continuing to support the University in bringing forward 
its masterplan and multi-million pound investment in the Preston campus.  The 
new Engineering Innovation Centre is approaching completion and is due to open 
in early 2019.  Utility diversions for the new square and highway remodelling are 
underway and are due to be completed in Spring 2019 with the major works 
programmed to start in June 2019 and complete in mid-2021.  Work on the 

student support centre is due to start early 2020. 
 
 
Heritage Lottery Funding (HLF) Moor Park Phase 1 –  

 

Phase 1 of the Moor Park refurbishment is nearing completion. 

Preston City Council are in early discussions with colleagues at HLF to submit a Phase 
2 bid. 

 
 
Promoting the City – Promotion of the City and its growth continues to be delivered through a range 

of activities.  Issue 1 of the new ‘Invest Central Lancashire’ brochure was launched 
at a Place North West event at Deepdale in March 2018.  The brochure sets out all 
aspects of the City Deal proposition, the vision and aspirations for the area and the 
development opportunities that are currently being promoted.  Under the co-

ordination of Marketing Lancashire, PCC was represented again at MIPIM UK, the major property-based 
event in London, in October 2018 and Marketing Lancashire was also present at the main MIPIM event in 
France in March 2018.  PCC officers and Members have given presentations or sat on panels at a number of 
events throughout 2018.  The Royal Town Planning Institute award for Planning Excellence has provided a 
platform for positive publicity at several RTPI events and publications. 

The inaugural meeting of the new business forum for the City, the Preston Partnership took place in February 
2018 with a number of events and meetings planned for 2019. 

In November 2018 Preston was identified as the most improved city in the UK according to research by Price 
Waterhouse Coopers and think-tank Demos which looked at a range of measures including employment, 
workers’ pay, house prices, transport, the environment, work-life-balance and inequality to rank 42 UK cities. 
The announcement resulted in a round of positive publicity in the national print media and regional broadcast 
media. 

Preston featured as a case study at the Key Cities conference ‘The Future of City and Town Centres’ held in 
London in January 2019. Preston also featured prominently at the Place North West Lancashire Update in 
January. 
 
 
Preston Housing Zone (PHZ) – The positive signs of movement on sites throughout the PHZ 

continued throughout 2018 reflecting the momentum that has built up since the 
launch of the Council’s City Centre Living Strategy the previous year.  Private sector 
investors such as etcurban, the Heaton Group and TSS Property Ltd all have 
developments on site in and around the Winckley Square and south of Fishergate 
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area with further sites already acquired within the City Centre.  The Council continues to have a steady stream 
of developers looking for sites and investment opportunities in Preston. 

The Stoneygate masterplan is approaching completion following the appointment of consultants earlier in 
the year.  This key area which includes major stakeholders such as Cardinal Newman College, Queens Retail 
Park, Onward Housing and the Minster has significant potential in the growth of the City Centre.  The 
masterplan is expected to be published in early 2019. 

Consultants have also been appointed to undertake an options appraisal of how the Council could set up a 
Housing Delivery Vehicle to build affordable housing within the City.  This piece of work is due to be 
completed in March 2019. 
 
 
Health Hub – Plans to develop a City Centre ‘Health Hub’ are still under discussions between the Royal 

Preston Hospital (RPH), the City Council, the Chorley & South Ribble and Greater 
Preston Clinical Commissioning Groups and NHS Property Services.  The Council 
owned land to the rear of Princes Buildings has been identified as a potential site.  The 

scheme would see out-patient services from RPH delivered in a community setting along with relocated GP 
practices, offices and new housing.  The City Council is looking to put together a funding package with 
partners to explore options for its development and delivery within the framework of the One Public Estate 
programme with the Local Government Association and the Ministry for Housing, Communities and Local 
Government.  The project has received funding from Round 6 of the One Public Estate programme to prepare 
an outline business case for the project – this is expected be completed by early 2019 and will inform the 
next steps of development and the anticipated approach to its (capital) funding. 
 
 
Amounderness House and Birley Street Annex – Building on the progress with the markets and 

the conversion of the former Post Office, first steps are being taken to bring these 
long-term vacant/ underused buildings back into active use.  Some initial feasibility 
work is underway with the prospect of the buildings being marketed for sale later in 
2019.  Similar to the process when selling the former Post Office, the Council will select 
a purchaser based on a number of factors including their proposed re-use and how 

that fits in with the surrounding regeneration of the Harris Quarter. 
 
 
Central Lancashire Play Pitch Strategy 2018-2023 – A draft of the Central Lancashire Play, Pitch 

and Open Spaces Strategy has been distributed to the three local authorities – Preston, 
South Ribble and Chorley, as well as the national governing bodies of sports and Sports 
England.  This strategic document will provide the local authorities and the national 
governing bodies of sport/Sport England with evidence based research when considering 
developments through planning or funded schemes relating to the refurbishment or 

creation of new outdoor sports facilities within their respective districts.  
 
 

Page 23

https://www.bing.com/images/search?view=detailV2&ccid=lo7Q0Kh4&id=8EC2AA1C35A5C20F700455201359D1FDA703D1E9&thid=OIP.lo7Q0Kh4mSGP9SCSPmriwAHaE6&q=amounderness+house+preston&simid=608048666860782883&selectedIndex=0


8 | P a g e  

 

The Rugby League World Cup 2021 – Preston’s Bid to become a Host City as part of the RLWC 2021 
was accepted.  An announcement was made in January that Preston has been 
successful.  During the decision period Rugby League World Cup 2021 also 
announced the launch of its £10m legacy programme for capital schemes.  Preston is 
currently considering different options to put forward capital bids.  
 

 
 
Parks and Leisure Strategy 2019 – 2029 – The Parks and Streetscene department are seeking to 

appoint consultants to assist Preston City Council to develop a new Parks and Leisure 
Strategy which will outline the Council’s priorities within the City’s major parks.  The 
strategy will also take account of the City play and leisure provision within the parks 
and how the Council manage and maintain the Council owned allotments and tree 
stock across the City.   

 
 
 
 
 
Working in partnership 
 

• Collaboration Board - a Preston City Council, Lancashire County Council and UCLAN partnership 
working together to regenerate and improve the infrastructure of Preston City Centre 

• City Deal Executive and Stewardship Board - a board with representation from Preston City Council, 
Lancashire County Council and South Ribble Borough Council which governs investment of the City 
Deal money 

• Lancashire Enterprise Partnership (LEP) - collaboration of leaders from business, universities and 
local councils, who direct economic growth and drive job creation 

• Winckley Square Community Interest Company - a not-for-profit organisation established in 2011 
to help drive the revival of Preston's historic Winckley Square 

• Shadow Lancashire Combined Authority (LCA) - focused around key themes such as Prosperous 
Lancashire, Connected Lancashire, Skilled Lancashire, Better Homes for Lancashire, Joined up Public 
Services for Lancashire 

• Key Cities - the Council is a founder member of the Key Cities Group 
• Cultural Framework – with our creative partners in the City we have established a Cultural 

Framework Board.  The board is leading on the cultural vision for the City linking to our broader place 
making agenda 
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What impact do we hope to make? 
 
Through a range of actions including direct investment and the facilitation of wider public and private sector 
investment we aim to: 
 

• Through the new markets scheme, improve and enhance the shopping experience in Preston, whilst 
maintaining a source of quality produce at an affordable price, strengthening the City Centre’s 
position as a main shopping destination 

• Through the new cinema and restaurants, enhance the City Centre as a hub for leisure activity, 
attracting more visitors throughout the day and evening to a more diverse range of activities 

• Through new hotels at the former post office and elsewhere, attract additional tourists to the City 
and to increase their dwell time, in addition to providing a welcome asset for business and 
educational visitors 

• Through the transformed public realm being delivered through Fishergate Central and its extensions, 
make Preston an attractive and comfortable place for people visiting, working and living in the City 
Centre, thereby improving its prospects for commercial and residential investment 

• Through the Winckley Square lottery-funded initiatives, ensure the protection and enhancement of 
this key heritage asset, promoting self-sufficiency through economic use where the asset has 
previously been underused 

• Through the Re-Imagining the Harris project, protect and enhance the City’s premier cultural asset 
bringing more visitors into the City whilst creating a hub of creative activity to enhance the City’s 
cultural offer 

• Through the support and facilitation of the delivery of the UCLAN masterplan, enable the university 
to further enhance its global reputation as a leading educational establishment, whilst transforming 
its environs into a coherent legible campus with strong links to the City Centre 

• Through the Preston Housing Zone and the delivery of the North West Preston Masterplan, deliver 
the level and quality of housing required to support the economic growth of the City over the next 
ten years 

• Secure significant investment into the Grade 1 listed Harris in order to transform our cultural offer in 
the City 
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Why are we taking action? 
 
There are areas in the City where people experience the effects of multiple deprivation including:- 
 

• Lower than national and Lancashire average skills levels 
• Poorer health outcomes in the same wards of the City from cradle to grave especially in long term 

conditions as evidenced in the Joint Strategic Needs Assessment (JSNA) 
• Lower wage levels than the national average 
• Poor housing conditions 
• Where the reduction in public services and the impact of changes to the benefits and social housing 

system has a potentially disproportionate effect 
 
 
 

What actions are we taking? 
 
Embedding Fairness in the Council’s Strategic Planning – The Council is committed to 
ensuring that its budget and strategic decision making processes reflect the principles of fairness and ensure 
that the budget reflects the priorities set out in the Achieving Preston’s Priorities.  The principles in the 

Fairness Charter underpin all of the Council’s activities.  We have added a new section 
to our website, explaining how Community Wealth Building activities contribute to 
delivering against these principles.       (https://www.preston.gov.uk/thecouncil/the-
preston-model/) 

The Leader is chairing the Lancashire Leaders’ Economic Development Theme Group which has identified the 
opportunity to scale up initiatives such as aspects of the Preston Model to cover a wider Lancashire 
footprint.  We are supporting the development of further work around inclusive growth via the Leader’s 
panel and supporting officer structures, with a view to seeing revised proposals included in a refreshed 
Lancashire Strategic Economic Plan (SEP) in Autumn 2019.  
  
 

• Fairness at the heart of decision making; an economy
supporting prosperity and promoting fairness in
working lives and practices; accessibility to affordable
energy and decent affordable homes.

Fairness for you
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Social Value Policy – The Employment and Skills Supplementary Planning Document has now been 
approved by South Ribble, Chorley and Preston Councils.  This means that developments of 
over 30 housing units and 1,000m² commercial floor space, should submit an employment 
and skills statement as part of the planning application, outlining how employment and 
skills opportunities will be provided as part of the development.  We have partnered with 
Calico (a group of innovative charities and businesses working together for social profit) to 
support developers in the production of their plans, both for the construction phase and 

the development’s end use.   

We have been using Social Value principles, where appropriate, on City Deal contracts, securing additional 
apprenticeships for example.  We also held briefings for other Councils (e.g. Wirral Council) in April 2018. 

We will partner with South Ribble Borough Council (SRBC) and LCC colleagues to run briefing and training 
sessions on social value for practitioners and are in the process of reviewing and updating the Council’s own 
Social Value policy in 2018/19 in the light of experience and wider policy changes. 
 
 
Community Wealth Building – We continue to work to increase the amounts of existing Council and 
partner expenditure spent in the Preston and Lancashire boundaries (£539m in the most recent three year 

period) and extend and deepen this work with anchor partners, including more 
focused work on the business base.  We have secured additional funding from 
the European Commission to establish a Transfer Network project Making Spend 

Matter which will provide additional capacity in taking these matters forward.    
(https://www.preston.gov.uk/thecouncil/the-preston-model/international-work/ making-spend-matter/).  

There continues to be high levels of external interest in the Council’s (and partners’) work in this area, and 
we have or will shortly have hosted visits from and held discussions with a wide range of parties, including 
the Welsh Assembly, the Scottish Government, Sunderland, Southampton, Swindon and other councils, as 
well as the Open Society Foundation, plus a visit to the No.10 Downing Street Policy Unit by leading 
members.  Discussions have been held at Lancashire Leaders’ with a view to sharing Preston’s experiences, 
encourage wider adoption of the approach by Lancashire councils, and, in particular, scope interest in the 
development of a regional “challenger” bank to increase local access to business and personal account 
finance, a project on which the Council is working with the Royal Society for the Arts (RSA), the Community 
Saving Bank Association (CSBA) and the Hampshire Community Bank.   
(https://www.thersa.org/discover/publications-and-articles/rsa-blogs/2018/11/a-regional-banking-revolution-for-the-
21st-century)  

 Lancashire Leaders will receive due diligence work on the concept, overseen by Lancashire S151 officers in 
2019.  Meanwhile, the Council has identified capital which could be invested in any successful proposition 
and other NW partners from outside Lancashire have also committed to the initiative.   
 
 
Procure Urbact Project – URBACT Making Spend Matter project: We are continuing our community 

wealth building work through a European funded network which focuses on sharing 
and transferring our learning around public procurement and spend analysis with 6 
other cities from across Europe. Phase 1 of the network was completed in October 
2018 and Phase 2 was approved on 4 December 2018 and will run until December 
2020 (https://www.preston.gov.uk/thecouncil/the-preston-model/international-

work/making-spend-matter/). 
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We are continuing to contribute to the EU Urban Agenda Partnership on Innovative and Responsible Public 
Procurement, one of 12 partnerships each covering a different topic.   
(https://ec.europa.eu/futurium/en/urban-agenda/terms/all/ public%20procurement).      
 
 
Living Wage – We continue to lead by example, as the first accredited Foundation Living Wage Council 
in the North West, paying its own staff the Real Living Wage and encouraging other local employers, from 

both the public and private sectors, to do so as well.  Around 60 companies and 
institutions based in Preston are Real Living Wage employers, accredited either by 
the Living Wage Foundation or the Council.  We are pleased to say that the latest 
figures available on pay levels by Lancashire authorities 

(https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/bulletins
/lowandhighpayuk/2018) show that Preston is the best performing of all the Lancashire 14 councils in terms 
of people earning above the Living Wage.  We will continue to work to improve on this situation.  We will pay 
the new rate of £9.00 per hour by 1 April 2019.  We will continue to work with partners to promote the 
benefits of paying the Real Living Wage to employers and the community and strive to increase the number 
of institutions and companies who do so during 2019/20.  We are also exploring more about what the Living 
Wage means for Preston and the possibility of a becoming a Living Wage pilot city in 2019/20.  Read more at 
Preston Living Wage council page. 
 
 
Co-ops – The Preston Co-operative Development Network (PCDN) is now incorporated.  A new food co-op 
has also been incorporated in Preston.  We are in discussion with Co-ops UK and the Hive 

(https://www.uk.coop/the-hive/) about them providing additional support for the 
establishment of new worker co-operatives in Preston, either catering for some of the 
gaps in the existing supply chains, or arising from university spin-offs, to start in 
2019/20.  Having co-operated with the UCLAN and PCDN in an event at the University 

in July 2018 entitled Preston meets Mondragon (https://www.preston.gov.uk/thecouncil/the-preston-
model/preston-meets-mondrag-243-n/) we have gone on to develop a joint bid between all the parties, to 
the Open Society Foundation for further resources to support the growth of Mondragon-style co-operatives 
in Preston.  If successful, implementation is planned from 2019 onwards.  We continue to work closely with 
the Co-operative Savings Bank Association and others on the concept of a Lancashire-Cumbria-Merseyside 
regional challenger bank, structured as a co-operative. 
 
 
Financial Inclusion – The Financial Inclusion Group (FIG) sub groups continue to progress specific areas, 

i.e: 
 

• The  ‘HelpinPreston’ website is now built and is currently being populated with 
relevant information.  The site is due to be launched in February 2019. 
• The FIG will continue to promote ‘Small Talk’ discussion sessions and the group 
has already had interest in these from partners for us to deliver sessions, i.e. 

Lancashire Constabulary (Diversity Team). 
• Due to the success of the Talk Money Week, which in 2018 was located in the Outdoor Market, across 2 

days over 500 people engaged with Council Officers and other partner agency representatives to discuss 
many aspects of their financial situations.  Badged under ‘Help in Preston’ this will be continued 
throughout 2019, 2 days every 6 weeks based again on the Outdoor Market. 
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• In order to increase up take with Credit Union CLEVR money, from January 2019 a member of their staff 
is located in the Town Hall 2 days per week.   

• A feasibility study is being carried out by Officers with partners to explore the establishment of a 
community finance partnership hub.  Initial findings will be shared early in 2019. 

Advice Services provide a free and confidential phone/appointment service offering in-depth advice on 
welfare benefits and debt.  This includes “personal budgeting support” for Universal Credit customers and 
those in financial difficulties, and advice on a wide range of DWP benefits.  The team provides regular 
surgeries at Rosemere Cancer Unit, and the Financial Inclusion Officer holds a number of outreach surgeries 
in the community, including the Mobility Centre, Preston Job Centre, Foxton Centre, St Matthew’s Mission, 
Pukar Disability Centre, New Hall Lane Children’s Centre, the Community Engagement Centre at Preston 
Prison and Tanterton Village Centre, engaging directly with vulnerable residents. 

We also now have agreement to deliver a range of financial inclusion lessons to KS1 pupils at a local primary 
school, in a ground-breaking project to educate children in financial inclusion at a very early age.  If successful 
the project is likely to expand to other local schools over the next 12 months. 

The Council adopted a Sustainable Food strategy in April 2017 in recognition of the importance of food in 
relation to fairness, poverty, health and the environment.  The strategy sets out common “sustainable food” 
principles (local, low waste, fair, healthy and organic, for PCC services, partners and suppliers, and aims to 
co-ordinate related initiatives collaboratively across sectors to benefit City residents and businesses.  The 
Council will prioritise in particular activities to tackle food poverty and diet related ill health through the 
promotion of healthy and sustainable food, to reduce waste and the economical footprint of the food system 
and to promote a diverse and fair local food economy. 
 
 
Affordable Housing Funds – House builders are now encouraged to make a financial contribution to 

affordable housing off-site as well as providing affordable housing on-site as part of 
their development.  The aim is to increase the number of affordable homes on a 
variety of sites.  We are committed to delivering an affordable housing programme 
focussing on the re-use of empty properties.  We have established a £400k 
Affordable Housing Fund using developer contributions and Community Gateway 
Association has been appointed as our partner to deliver affordable housing by 

bringing long term empty properties back into use.  Work has commenced on the programme which could 
potentially bring back into use 20 empty properties over a 2-year period. 

 
Affordable Warmth – Another successful year with Preston being the best performing Lancashire 

district in the CHiL scheme, assisting 346 households with heating and insulation measures.  
Funding for 2019/20 schemes has now been confirmed, and the procurement process recently 
undertaken has appointed a delivery contractor for the next phase of works, expected to 
commence early in 2019. 
 

Fairerpower Energy is attracting large numbers of enquiries from potential customers across 
Lancashire, in excess of 4,000 in the first year, and over 530 customers have already switched, 

240 of whom are Preston residents.  The Council will continue to promote Fairerpower and increase its profile 
as an alternative provider. 
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Focussed Enforcement Activity on Private Sector Housing Standards – Outputs remain 
as reported previously as staff resources were deployed elsewhere following the 
Grenfell Tower fire incident and fire safety  in high rise buildings continues to need 
occasional input from staff.  In addition the significant legislative changes affecting 
houses in multiple occupation from October 2018 mean staff are currently engaged 
implementing the new requirements whilst still responding to reactive caseloads.  

Once the full impact of these changes are known, this project will be reviewed to determine whether 
sufficient resources exist for it to be sustained. 
 
 
Accessible and Affordable Leisure Services – The Council completed a transfer of its Leisure 

Service to GLL on 1 May 2017.  The transfer secured the long term future of both 
leisure centres and is providing significant capital investment in them.  £700k is being 
invested into Fulwood Leisure Centre including a refurbished swimming changing 
village and an extended and upgraded gym.  West View Leisure Centre has seen a 
£500k investment which includes an upgrade to changing facilities, flooring and 

lighting and the introduction of additional gym equipment.  The Council continues to work with partners such 
as Active Lancashire to focus on Health and Wellbeing priorities for the City.   
 
 
Smoking – The Council’s long term commitment to reduce smoking rates by Preston residents is now being 

enacted through the focussed approach of the Preston Prevention and Early Intervention 
Plan under the Our Health Our Care programme.  During 2019 the Council will work with 
health and other partners in the City to challenge all systems, practices and procedures that 
could be changed to help reduce smoking at an accelerated rate.  Smoking prevalence in 
Preston is above the national average and the ambitious aim is to see smoking prevalence 
in the City fall below the national average within 10 years.  

 
 

Partnership working to end Rough Sleeping - The Ministry of Housing, 
Communities and Local Government (MHCLG) published its Rough Sleeping Strategy 
in August 2018 – in it they made a pledge to halve rough sleeping by 2022 and 
eradicate it by 2027.  In order to achieve this, in 2018 they gave a number of funding 
opportunities for Local Authorities to bid into.  Preston City Council’s Housing Advice 

Service was successful in receiving funding through the Rough Sleeper initiative.  Over the next 2 years the 
funding will be used to increase the number of outreach sessions to allow us to develop an evidenced 
understanding of the number of people sleeping rough in Preston and also to develop thorough profiles of 
the support and assistance each individual needs in order for them to access accommodation.  Elements of 
this funding will be used for personalised budgets, recognising that people who have been rough sleeping for 
some time will need flexible support and have some specific needs.  There will also be Landlord incentives 
and extra support workers to work with people once they are in accommodation. 

A further funding opportunity was opened up to areas who were interested in becoming early adopters of a 
Rapid Rehousing Pathway – there were four elements to this and the Council with partner agencies expressed 
an interest in developing a “Somewhere Safe to Stay” hub – which would be open for access by rough sleepers 
24/7.  The Foxton Centre was assessed as ideal premises to be developed to provide separate access and 
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rooms for males and females to sleep.  There will also be extra funding for the staff required to operate on a 
24/7 basis.  Another element of this funding was for the extension of a Local Lettings Agency to allow for 
greater access into the Private Rented Sector – allowing the flexibility needed for this cohort of people who 
have complex needs and require support to access and remain in suitable accommodation.  Housing Advice 
already works in partnership with a Social Lettings Agency called A Place to Live so this element of the bid 
was around extending this service. 

Our priorities going forward will be to develop all of the programmes above in order to maximum the benefits 
for people sleeping rough in Preston and to assist MHCLG in their aims to eradicate rough sleeping by 2027. 
 
 
Making Every Adult Matter (MEAM) - This approach continues to develop in Preston looking to 

deliver a co-designed and eventually co-commissioned service that offers a bespoke 
pathway to assist vulnerable adults who have complex needs to access the services they 
need in a more co-ordinated way.  The priorities in 2019 are to challenge service delivery 
to ensure that services are being as flexible as possible in order to assist these complex 
individuals. 

 
 
IMPROVING EMPLOYABILITY AND UPSKILLING COMMUNITIES 
 
Work clubs - We support a network of 14 work clubs across the City run by various partner organisations 

and volunteers.  Our aim is to provide practical support to ensure work clubs are 
set up successfully, able to deliver their aims and improve employment 
prospects for Preston residents.  A weekly email alert is sent out with up to date 
Preston job, training, volunteering and apprenticeship vacancies to all work 
clubs who share this with their members.  

We co-ordinate and chair a quarterly work club network meeting which enables work clubs to share best 
practice, overcome challenges together, co-ordinate and communicate support and offers from different 
agencies. This meeting also helps to highlight training needs and work with training providers to provide short 
courses in the identified areas.  Three new work clubs will be starting in the New Year with our support. 
 
Maximising new employment opportunities - The Community Engagement team work with the 

Planning Department and relevant partners including CSTEP (Construction Skills and 
Employment Partnership) to provide support to developers which will enable them to 
complete the adopted Central Lancashire Employment and Skills Supplementary Planning 
Document.  

Providing this support increases the chances of developers submitting a compliant 
Employment & Skills Plan, increasing the opportunities for Preston residents to obtain appropriate training 
and employment through new developments.  

After the construction phase, for retail developments, we encourage the end employer to engage with us to 
provide details of number/types of jobs (if not filled in as part of the employment & skills plan) and their 
recruitment process timescales, then discuss desired skill sets and necessary experience to give us time to 
work with training/volunteering partners to provide residents with bespoke and targeted training courses 
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and volunteer placements so that they have the necessary skills and experience ready for when the 
recruitment process starts.  We also support employers in setting up linked recruitment events. 
 
 
Friends of Fishwick & St Matthews (FOFS) - The Fishwick and St Matthews Big Local Partnership 

has identified improving employment and training prospects for residents as a priority 
area.  

A Council officer has been part funded by the group to assist in the development of this 
work by supporting existing work clubs and setting up new provision where needed.  

In the New Year an Employment and Training sub group will be set up in Fishwick and St Matthews to help 
identify and develop new opportunities to work in partnership with other interested groups and 
organisations to maximise the support available to residents. 
 
 
Period Poverty - The Red Box Project is a community-based, not-for-profit initiative, which aims to 

support young people throughout their periods by providing access to free period products 
to local schools.  The Red Box Project quietly ensures that no young person misses school 
because they have their period and do not have access to sanitary products. 

The City Council aims to support this project by increasing and developing the volunteer base 
and extending the number of schools involved.  

 
 
Food Poverty - Holiday Markets were developed by Preston Council to start to address the needs 

surrounding Holiday Hunger.   The markets are hosted in schools, faith and 
community organisations across the City and prior to Christmas 2018 had welcomed 
over 1300 visitors.  The Markets are held close to the end of term and local families 
are invited to shop on a pay-as-you-feel basis.   

The Council is looking to work with other local organisations to support and develop community based food 
initiatives which aim to deal with the issue of food poverty.   
 
 
Isolation/Loneliness - Loneliness can affect anyone of any age and background and is a reality for too 

many people within our society both locally and nationally.  A scoping exercise will be 
carried out in the New Year which will review the national Loneliness strategy and 
examine how the City Council can help to form partnerships with, and between local 
organisations to help develop strong, resilient and connected communities. 

 
Working in partnership 
 

• The Black and Minority Ethnic (BME) Forum - a group formed to act as a focus for a BME voice and 
activity and to promote co-operation 

• Social Forum - is an opportunity for people with an interest in the City to get together and discuss and 
influence issues around equality and fairness in Preston 
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• Shadow Lancashire Combined Authority (LCA) - focused around key themes such as Prosperous 
Lancashire, Connected Lancashire, Skilled Lancashire, Better Homes for Lancashire, Joined up Public 
Services for Lancashire 

• Central Lancashire Health & Wellbeing Partnership – aimed at building strong and effective 
partnership working between Preston, Chorley and South Ribble Councils, the NHS bodies, 
Lancashire County Council, the Voluntary Community and Faith Sector and other public bodies to 
improve local people's health and wellbeing 

• Preston Children's Board - a partnership which comes together to take forward actions to improve 
the lives of children and young people 

• Community Safety Partnership - working with neighbouring Councils across the Police Division 
footprint. a partnership which comes together to take action on the priorities it has identified for 
Preston such as: reducing offending and re-offending; harm reduction and support to communities 
particularly those most vulnerable and prevention and early intervention 

 
 
 
What impact do we hope to make? 
 
We are aiming to directly deliver:- 

• An increase in the number of inspections of private sector rented properties 
• An increase in the number of people attending jobs clubs 
• An increase in the number of Living Wage Employers 
• An increase in the procurement spend in Preston by its anchor institutions 
• An increase in the number of affordable housing completions 
• Attract external funding for energy efficiency improvements in private homes 
• Provide targeted debt and welfare advice to help clients regain control of their finances and to 

maximise their entitlement to benefits 

 
 

We are aiming to have influence on:- 

• The joint Employment and Skills Strategy being reviewed by the LEP and LCA 
• An established and active Friends of Fishwick and St Matthew’s organisation  
• The roll out of digital fibre connections as part of the LCA Plan 
• A positive improvement in health and well-being services from the ‘Our Health Our Care 

Sustainability Plan’ 
• Reducing smoking levels amongst Preston’s residents through joint working with Lancashire County 

Council, the NHS, other relevant partners and our local communities 
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Why are we taking action? 
 
The Council is facing significant service delivery challenges: 

• Our budget is reducing 
• Our service delivery must be prioritised to areas that have the greatest impact 
• Our services should be as efficient and effective as possible 
• We must maintain the highest standard of governance 
• We are driving to implement the Government’s transparency agenda 

 
 
 
What actions are we taking? 
 
 
Service Improvement Board – The Service Improvement Board oversees projects relating to digital 
transformation, improving customer service and back-office processes, and introducing new technologies to 
generate efficiency savings for the Council.  Implementation of the Digital and Customer Access Strategy 
action plan is well underway. 

We continue to roll out the Virtual Desktop Infrastructure (VDI) project on a phased 
service by service basis.  Over 150 users are now live on the new platform. 

Following the successful implementation of Interactive Voice Recognition (IVR) for 
services within Revenues and Planning (Development Management) and the 

continued success in terms of % calls being diverted from the Contact Centre, scrips were developed for 
Waste Management Refuse and Recycling services and these went live in October 2018.  Already, IVR has 
taken nearly 50% of these call types away from the Contact Centre.  Environmental Health service scrips have 
also been developed and recently went live. 

Self-service scanning stations have been up and running in our One-Stop-Shop since the beginning of 
September and both customers and staff are realising the benefits.  The facility is so easy to use that 
customers have adapted to it very well and in fact would prefer to use it.  From September to the end of 
December 2018, 1,290 individual customers had used the stations, scanning over 6,000 pages for Council tax 
and Housing Benefits/Council Tax Support document types.  Other services are now being developed for 
Scan-Station capability including HMO licence (part of Environmental Health), Welfare Benefits and Debt 
Advice and the Housing Register (Select Move). 

 

 

• Providing well run value for money services; demonstrating 
good governance, openness, transparency and a  strong 
democratic process

Your Council
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Food inspections are now being carried out digitally as the Environmental Health food team have gone live 
with mobile devices.  The expected benefit is the ability for the team to conduct more inspections without 
the need to return to base to enter the information.  We are also looking at mobile working in our Corporate 
Fraud department. 

 

In addition to the above, the Council is also looking into the capabilities of Robotic Process Automation (RPA) 
for replacing a number of our repetitive, rules-based, manual processing. 

Electoral Review – In order to maintain the level of electoral equality, the Local Government Boundary 
Commission for England (LGBCE) has undertaken an electoral review of Preston.  This 
examination of the Council’s electoral arrangements included the total number of Members 
to be elected to the Council; the number and boundaries of electoral wards; the number of 
Members for any electoral ward and the name of the wards.   

The LGBCE have published the new electoral arrangements for Preston.  These include the 
16 wards for Preston and the maximum of 48 Members across these 16 wards.  The 

implementation of the new arrangements is scheduled for the local elections in 2019.  All polling stations for 
the new polling districts/wards have been reviewed. Detailed planning for the 2019 election is underway. 
 
 
A Combined Authority for Lancashire - Lancashire Leaders continue to have constructive 

discussions about collaboration and potential devolution models.  The Leader of the 
Council chairs the sub-group of Lancashire Leaders, tasked with developing fresh ideas 
on economic priorities and strategies reflecting the needs and potential of the county 
as a whole, in the light of the Government’s developing approach to Local Industrial 
Strategies (LIS) – at the Local Enterprise Partnership (LEP) or Combined Authority (CA) 

level.  We have provided constructive commentary on the scoping terms of reference for those discussions, 
including the need to reflect some of the principles of community wealth building in our revised collective 
approach and are now working to share “how to” knowledge with other Lancashire partners to increase the 
chances of scaleability of some of our Preston Model initiatives across the wider area.   

 
 
The EU General Data Protection Regulation (GDPR) – This Regulation came into effect on 25 

May 2018 and replaced the Data Protection Act 1998.  In order to process personal 
data lawfully under GDPR the Council has identified a lawful basis for each of its 
processing activities.  The GDPR has created new rights for individuals and 
strengthened existing rights previously covered under the Data Protection Act 1998. 

The Council undertook a review of all data held, including a review of policies and procedures and is compliant 
with GDPR. 
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Working in partnership 
 

• Inclusion Reference Group 
• Shadow Combined Authority / Lancashire Leaders  

 
 
 
 
What impact do we hope to make? 
 

• Reduce costs and deliver further value for money by increasing online transactional access to more 
services 

• Improve the effectiveness of our service delivery by implementing cost effective technologies such 
as Interactive Voice Recognition software 

• Maintaining high opinions of our financial and legal services, unqualified external audit opinion 
• Make the Council sustainable in the long term 
• Accessible services and customer satisfaction 
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PLANNING AND DELIVERY OF THE COUNCILS PRIORITIES  
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PART 2:  (i) Efficiency Plan Update 
 
 

Introduction 
 
 

1. 2019/20 will be the final year of the Four Year Efficiency Plan.  This plan was originally formulated 
in response to the Government’s offer of a four year finance settlement deal.  This is the third major 
savings plan implemented since 2010 achieving ongoing savings in excess of £10m since that date.  
 

2. The Cabinet has worked on the plans through its Budget Working Group which consists of Cabinet 
Members plus three back bench Members.  Major savings have already been achieved on the latest 
efficiency plan and these include successfully transferring the leisure centres to Greenwich Leisure 
Limited (GLL) on 1 May 2017, securing significant ongoing savings circa £700k; implementing 
efficiency savings from the introduction of new technology in the Contact Centre and achieving 
significant savings from the new digital strategy.  

 
3. In addition to the efficiency plan savings the latest forecast has been updated to reflect a number 

of changes which improve the financial position.  There has been an increase in Council Tax numbers 
mainly due to the City Deal and the house building in the Preston area.  This means the Council 
receives additional Council Tax income and whilst there are added responsibilities, such as 
collection of household waste, where possible these responsibilities are being met from existing 
resources through the service making efficiencies.  The Council’s investment income returns have 
increased due to the Bank of England interest rate change during 2018 and there have been a 
number of one-off grants or income which, whilst they are only one-off so will not be received 
annually, do help fund costs in the short term.  Further details are included later within this report. 

 
 
 

Updates 
 
 
The following provides an update on each of the savings areas: 
 

• ALTERNATIVE SERVICE DELIVERY  
 

 Both Fulwood and West View Leisure Centres successfully transferred to GLL on 1 May 2017 
achieving ongoing savings circa £700k and ensuring the ongoing provision of leisure services in 
Preston.   

 
• INCOME GENERATION  

   

 A review of the investment portfolio was undertaken in previous years by specialist property advisors 
and an action plan was put in place to work on the recommendations resulting from the review.  Part 
of the initial brief was to investigate opportunities to dispose of property assets for development, 
and explore other opportunities to maximise the return on the investment property portfolio income 
or increase financial receipts.  Property advisors have been procured to investigate these 
opportunities and a report setting out the future investment strategy will be brought to Members 
later in the year following the appointment of the Head of Property Services.  
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• EFFICIENCIES  

 

Updates on the efficiency savings targets are as follows:- 
 
Digital Strategy and Management Efficiency Savings - ongoing efficiency savings in excess of £460k 
have been achieved, mainly as a result of the introduction of new technology in the Contact Centre 
and implementing the Digital Strategy.  The Council has implemented channel shift to the customer 
experience by introducing new technologies to provide enhanced customer access to services and 
implementing self-scanning in the Contact Centre.  Further details can be found in Part 1 of this 
document. 
 
Management cost savings - A review of the management costs of the Council has been undertaken 
by the Interim Chief Executive during 2018, and proposals to identify the additional savings required 
for 2019/20 onwards initially considered by the Budget Working Group.  These proposals will be 
presented to Employment Committee in the near future.  A further update will be provided in the 
next Achieving Preston’s Priorities report.  
 
Waste Management Savings - Efficiency savings have been achieved and following consultation, the 
Council has implemented new and increased charging and changes to the services being offered.  
 
Car leasing scheme – following consultation with the unions and relevant staff, the car leasing 
scheme ceased during 2018 enabling ongoing savings to be achieved.  

 
Others include savings in the Mayoralty budget, refinancing of capital, insurance savings achieved 
from the award of new contracts. 
 
In addition, the Council continues to review ongoing underspends and remove these from budgets 
where possible; the instruction to only spend were necessary remains in place. 
 

• RATIONALISATION OF THE COUNCILS ASSETS 
 

The Cabinet is continuing to review City Centre assets with the aim of actively seeking City Centre 
development opportunities, reducing the annual cost burden of maintaining empty operational 
properties and opportunities for selling the assets to obtain a capital receipt.  
 

• CONTINGENCY PLAN  
 

The Budget Working Group has a contingency plan of savings which can be swiftly implemented if 
needed.  However the forecast position has slightly improved mainly due to the additional Council 
Tax income from new housing which means savings from these services are not currently planned. 
However, there are a number of significant risks, such as Brexit and the impact of the Business Rates 
scheme from 2020 onwards. which could have a significant impact on the forecast and may mean 
the Budget Working Group considering these or alternative savings in the future.    
 
As part of the work to formulate the 2019/20 budget the Cabinet are proposing additional savings 
and growth items which can be found below. 
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2019/20 Budget Proposals    
 
 
1. The Cabinet have put forward the following budget strategy in working towards setting the 2019/20 

Budget and Council Tax:   
 
• Final year of the Four Year Efficiency Plan 2016/17 to 2019/20 – planned work for 2019/20 

includes the following:  
 
(i)  Continue work on the Investment Property Action Plan 
(ii)    Implement reduction in management costs and identify future years 
. 

• Further work on the:- 
 

 DIGITAL - Digital First Strategy to deliver further service improvements for customer 
service and transactional access.   

 
 Refinancing Capital Programme – this includes an annual contribution of £50k p.a. from 

the asbestos reserve and capital receipts to reduce the level of prudential borrowing in 
the Capital Programme.  This enables a revenue saving to be made from reducing the MRP 
(principle) and interest costs.  

  
 Council Tax Increase – it is proposed to increase Council Tax in 2019/20 by 2.99%.  

 
 Release of Reserves – planned use of reserves to fund the shortfall in financing during the 

period of the Efficiency Plan. 
 

 Contingency Plans – reviews of the current contingency list of services and statutory 
services to be carried out during 2019 to enable plans to be in place in the event that the 
significant risks materialise. 

 
• Growth Proposal: 

 
 Community Bank – Given the reduction in branch numbers and in bank lending to 

local businesses, the Council has been exploring with other councils and anchor 
institutions what interest there might be in exploring the establishment of one or 
more locally resourced and focused regional banks.  The RSA, who’s 2018 Inclusive 
Growth Commission, recommended this approach has, together with the Community 
Savings Bank Association, presented to Lancashire S151 Officers and Lancashire 
Leaders, on whose behalf further evaluation work is in train.  Conversations have 
been started with other Merseyside and Cumbria authorities some of whom have 
made funding commitments.  Wirral Council are leading on due diligence issues.  
 

 Preston Model – one-off contribution of £100k in 2019/20 towards projects such as 
Connected Communities and working with Co-operatives.  Further details will be 
presented to Cabinet during 2019.  

 
2.    An estimated amount for redundancy costs has been included in the forecast; however the costs 

relating to the implementation of the management cost savings is currently unknown and may 
mean additional resources are required.  The Council set aside an earmarked reserve to assist 
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implementation of the Four Year Efficiency Plan and it is proposed that any shortfall is funded from 
this reserve in the event the costs are in excess of estimate.   

 
 
 

 
 

1. Cabinet carry out stakeholder consultations on the proposals and the Council Tax Support scheme.  
Further high level consultations are being undertaken on the additional proposals highlighted 
above including raising Council Tax by 2.99%.  The results of the consultation will be provided to 
Members. 

 
2. The Council has a policy to avoid compulsory redundancy where possible, seeking volunteers and 

identifying redeployment opportunities.  However in some instances compulsory redundancies 
may be unavoidable.  Specific consultation, support and advice is provided to all staff that are 
affected.      

 
3. All savings proposals are subject to an Equality Impact Assessment (EIA).  Any reduction in Council 

expenditure that leads to a reduction in services will inevitably have an impact on the wider 
community served.  The EIAs consider the effect on people within all the equality strands in relation 
to the wider community; and, if and how one group is disproportionately disadvantaged by the 
savings and growth in relation to other groups. 

 
 
 

1. The Council has implemented significant savings from the current four year Efficiency Plan and 
previous savings plans.  
 

2. Work will continue throughout 2019/20 to implement the management cost savings and progress 
the work on the investment action plan.  This will involve looking at new opportunities to increase 
the investment returns whilst assisting in development and regeneration for the Preston area.  

 
3. Whilst the forecast position has improved slightly there are a number of key risks which could have 

a significant impact.  It is essential that the Council closely monitors these key risk areas and in the 
event that any of the risks materialise, the Council quickly implements plans in order to protect the 
Council’s financial position in the long term.  
 

4. The Budget Working Group will continue to review services, options for income generation and 
efficiencies, with the minimum aim of only spending annually within the annual resources it 
receives.   
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PART 2: (ii)  Medium Term Financial Strategy 
(MTFS) 

 
 
 

Background to the Medium Term Financial Strategy (MTFS) 
 
 

1. The Council’s financial strategy provides the strategic framework and corporate financial policy 
document for managing the Council’s finances over the medium term and ensuring sound 
governance and compliance with best practices.  The MTFS updates Members on the key financial 
assumptions for the current year budget position (2018/19) and projections for the years 2019/20 
to 2022/23.  The MTFS sets out the five year revenue strategy, the capital strategy including the 
five year capital programme, treasury strategy and identifies the key financial risks for the Council. 

 
2. The purpose of the MTFS is to:  

 
(i) Deliver a budget which is robust and sustainable 
(ii) Ensure financial resilience 
(iii) Enable the Council to deliver the Council’s priorities including City Centre regeneration, 

continuing with the work on the Fairness agenda and delivering the Council’s essential 
services to the best it can within the resources available. 

 
3. The key influences on this strategy are:  

 

 
 

4. The Council reviews all key financial assumptions on an on-going basis and identifies whether there 
are any material changes which need to be incorporated.  These may include changes in 
assumptions made, either as a direct result of changes in external factors, economic climate, 
legislation or decisions made locally.  

 
5. This report updates Council on the key financial assumptions for the current year budget position 

(2018/19) and projections for the years 2019/20 to 2022/23.  All major changes to forecast 
assumptions and implications for the financial forecast are included within the appendices to this 
report. 

 
6.  Set out in the MTFS are the general fund revenue forecast, four year Efficiency Plan savings, Capital 

Strategy and five year Capital Programme and Treasury Strategy including prudential indicators.  It 

Achieving the Council's Priorities The need to ensure a “robust” and 
sustainable budget

Significant reductions in Government 
funding / 

Council Tax capping limit 3%

General Economic Climate / Ability to 
generate income / Availability of 

Partners

Key Influences 
Financial Strategy
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builds on the platform of the previous strategy.  The longer term view of the Council’s financial 
position enables the Council to effectively forward plan.  

 
7. The Council also reviews its finances over a longer term in the form of a 10 year plan.  In addition 

the Council has a 10 year Core and Major Asset Plan and 10 year Vehicle Replacement Programme.  
 
8.  The MTFS and forecast are supported by a number of monitoring procedures to ensure the basis 

for formulating estimates are up to date and reflect all current factors such as changes in levels 
of fees and charges, increases in costs etc.  These are as follows:- 

 

 
 

 
This report also includes an update on the Efficiency Plan savings that BWG have been working on 
highlighted in Part 2 of this document. 
 
 
 
 
 
 
 
 
 
 

The monitoring 
procedures 

which support 
the MTFS and 

forecast

Embedded 
monthly budget 

monitoring

Quarterly 
monitoring of 
annual savings 

targets

General Fund 
Budget 

Monitoring 
reported 

quarterly to 
Cabinet Member

Capital 
Programme 

Updates reported 
quarterly to 

Cabinet Member

Treasury 
Management 

Quarterly 
Monitoring 

together with 
specialist external 

advice

Annual Outturn 
reports for 

Capital, General 
Fund and 
Treasury 

Management
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The Provisional Local Government Finance Settlement 2019/20 
and update on future Government Funding 
 
 

1. On 29 January 2019 Government published the Final Local Government Finance Settlement for 
2019/20.  The announcement included the funding for 2019/20 which is the final year of the four 
year settlement offer that was formally agreed between the Council and Government; 
consultations on the settlement and the fair funding review of relative needs and resources; and 
the Council Tax referendum principles. 
 

2. The settlement confirmed the removal of the Revenue Support Grant (RSG) in 2019/20.  The 
Government had planned to implement a new tariff (negative RSG) which distributes part of the 
retained business rates funding from lower tier authorities to upper tier authorities however, after 
looking at alternative options have decided not to go ahead with this tariff.  

 
3. The chart below shows the core Government funding for Preston over the period 2013/14 to 

2019/20:  
 

 
 

 
4.     The Council Tax referendum principles allow the Council to increase Council Tax by up to 3% in 

2019/20.  This means if the Council sets a Council Tax of 3% or above it would have to hold a 
referendum to agree the increase.  During the last settlement Government deferred the decision 
to extend the Council Tax referendum principles to higher spending Parish Councils for three years.  
There are nine Parishes within the City Council area. 

 
5.       The Cabinet proposals include a 2.99% Council Tax increase for 2019/20. 
 
6. The Government have announced that there will be no changes to the New Homes Bonus (NHB) 

Scheme for 2019/20.    
 

£4.9m £5.0m £5.0m £5.1m £5.2m £5.3m £5.3m

£7.3m
£5.5m

£3.8m £2.5m £1.4m £0.7m

0

2

4

6

8

10

12

14

2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20

£m

Reduction in Government Funding

Retained Business Rates Revenue Support Grant

£12.2m
£10.5m

£8.8m

£7.6m £6.6m
£6.0m £5.3m

Page 44



29 | P a g e  

 

7. A major risk and unknown for the Council is the future business rates funding.  The Government is 
continuing with the work and consultations on how a scheme will operate from 2020 onwards.  The 
impact of the ‘Fair Funding Review: a review of relative needs and resources’ could have a 
significant impact for the Council’s resources.  The Fair Funding Review will calculate new baseline 
funding levels based on an up-to-date assessment of the relative needs and resources of local 
authorities.  Business rates will be redistributed according to the outcome of the new assessment, 
alongside the resetting of business rates baselines, subject to suitable transitional measures.  Until 
the outcome of the consultation is known and allocations set the Council is uncertain how this will 
impact on the financial forecast. 

 
8.  The aim is for local authorities to retain 75% of business rates from 2020/21, with the redistribution 

between upper and lower tiers according to the outcome of the new needs assessment.  The 
Government is piloting a 75% Business Rates Pooling scheme and Lancashire has been successful 
in its bid.  A report on the pilot scheme was presented to Council in October 2018.  

 
9.        Whilst the Council is being compensated for the impact of the downward revaluation of business 

rates circa £16m in 2017 there are a number of changes, outside the Council’s control, which impact 
on the level of retained business rates income.  These include changes the Valuation Office make 
to the valuation list, such as settlement of appeals and change in use of a building etc which reduces 
the business rates collected.  Changes to the levels of relief granted can also impact.  

 
10.      From April 2013 the Government included grant in the settlement figures to cover the Council Tax 

Support Scheme.  This was previously 90% of the cost of the scheme.  Since 2015/16 it has not been 
possible to separately identify this element of the grant. 

 
11. The key areas of financial risks in core funding for this Council are further detailed within the 

appendices. 
           

 
 

The General Fund Revenue Forecast 
 
 

1. The General Fund Revenue Forecast includes the budget for the day to day running costs associated 
with the delivery of the Council’s services.  The Council agreed the original 2018/19 Revenue 
Budget and set a Council Tax increase of 2.99% at the Budget Council meeting in February 2018.  
The forecast at that time showed general fund reserves being used over the life of the forecast with 
an estimated ongoing savings requirement to maintain the £1.1m minimum working balance.   

 
2. During 2018/19 the Council has continued to review key financial assumptions on an on-going basis 

and identified material changes within the financial strategy.  Some of these changes are as a result 
of assumptions made, such as changes in external factors, economic climate, legislation and 
decisions made locally.  

 
3. The forecast was updated to reflect the underspend position in 2017/18 and slippage of budget 

from 2017/18 into 2018/19 reported at outturn.  Further adjustments include in year budget 
decisions made by Members and adjustments as a result of the above reviews.  The latest estimated 
position is included in the table below:   
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Revenue Budget: 2018/19 

£m 

Original Budget: set at Budget Council February 2018   (see appendix A) 20.722 

Impact of 2017/18 Outturn (slippage of budget into 2018/19)  0.756 

Other forecast issues included in this update -1.606 

Latest Estimate : Revenue Budget 2018/19    (see appendix E) 19.872 

 
4. General Fund (GF) Quarterly Monitoring - The Council’s embedded budget monitoring process, 

reported monthly to Management Team and quarterly to the Executive Member, has identified 
some areas of concern and additional one-off income.  As a result the latest forecast has been 
updated to take account of these.   

 
 
 

Reserves and Provisions 
         

 
1. The Council holds a General Fund Reserve and a number of Earmarked Reserves and Provisions.  

These are held for various purposes:-   
 

General Fund Reserve Earmarked Reserves and Provisions 

• A working balance to help cushion the impact of 
uneven cash flows and avoid unnecessary 
temporary borrowing 

• As a contingency to cushion the impact of 
unexpected events or emergencies 

• Monies set aside for future events or liabilities 
 

Balance 31 March 2018: £8.344m Balance 31 March 2018: £18.350m 

 
  Appendix E contains the latest forecast for General Fund reserves. 
 

2. An updated Reserves and Balances Policy was presented to the Cabinet Member (Resources) in 
October 2018.  This document can be found at – 

 Reserves policy | Preston City Council.  In line with the policy the current level of balance sheet 
provisions and earmarked reserves have been reviewed.  The updated policy includes details of 
those approved for release.  

 
3. The Council is using available reserves to enable a managed phased programme of savings.  Other 

earmarked reserves may be used to (i) act as a contingency if the savings targets are not achieved; 
and (ii) be used for any significant one-off costs arising from the budget plan. 
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External Audit 
 
 

1. The Council has an embedded planned approach to financial management and corporate 
governance, safeguarding public monies and ensuring accountability.  The Council’s external 
auditors Grant Thornton have recently carried out the annual audit and gave the Council an 
“unqualified opinion” on the accounts.  As part of the audit they are required to give a Value for 
Money conclusion and reported they are satisfied that in all significant respects the Council has put 
in place proper arrangements to secure economy, efficiency and effectiveness in its use of 
resources.   

 
2. Grant Thornton cannot formally conclude the audit for the year ended 31 March 2018, due to 

objection they received to the Council’s Accounts from a local authority elector.  Grant Thornton 
are currently considering the objection, however they are satisfied that this matter does not have 
a material effect on the financial statements or on their conclusion on the Council's arrangements 
for securing economy, efficiency and effectiveness in its use of resources for the year ended 31 
March 2018. 

 
 

The Preston, South Ribble and Lancashire City Deal 
 
1. The Preston, South Ribble and Lancashire City Deal was signed in September 2013 and is an 

ambitious programme of work that aims to ensure that the City Deal area continues to grow by 
addressing strategic transport infrastructure challenges to deliver new jobs and housing. 

 
2. To deliver the City Deal, partners have established an infrastructure delivery and investment 

programme worth £430m over the lifetime of the Deal.  The programme will facilitate the 
development of significant commercial development (more than 20,000 net new private sector 
jobs) and housing (approximately 17,400 homes); this includes four highway schemes and local 
community infrastructure required to support the scale of such ambitious development.  

 
3. The City Deal Infrastructure Delivery Programme (IDP) is funded through pooled local and national 

private and public sector resources.  This includes Community Infrastructure Levy (CIL), s.106 
contributions, local major transport schemes, Homes and Communities Agency land receipts, New 
Homes Bonus, business rates, local authority capital programme resources and land receipts.  The 
target number of new homes in Preston on the City Deal sites is 9,579 which includes an additional 
1,000 properties not allocated to specific sites.  More information about the City Deal can be found 
on the Lancashire Economic Partnership (LEP) website - http://www.lancashirelep.co.uk/city-
deal/what-is-city-deal.aspx. 

   
4. The City Deal Infrastructure Delivery Programme sets out the projects and programmes to be 

funded and the forecast resources.  Lancashire County Council are the accountable body.  They 
project manage the schemes, take responsibility for the cash flow of the overall plan, and ultimately 
have the majority of the financial risk.   

 
5. The City Deal’s Executive and Stewardship Board initiated a comprehensive review in March 2018.  

This decision was driven by a number of factors, one of which being the commitment to review the 
Deal in its fifth year of implementation as per the original agreement with Government. 
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City Deal Programme for Preston  
 

1. Within the IDP there is £56.3m allocated for the delivery of community infrastructure projects over 
the lifetime of the City Deal programme, for schemes such as health, education, leisure and social 
care to support new residents and the jobs that will be created.  For Preston the funding allocation 
for community infrastructure is £36.2m distributed as follows: 

 
 £5.2m for NW Preston Green Infrastructure 
 £4.6m for Further Community Infrastructure 
 £0.4m Markets Quarter 
 £26m for Education Infrastructure 

 
2. Allocations from the Community Infrastructure fund have already been agreed/spent on a cycling 

strategy/upgrades to the Guild Wheel links and a number of City Centre schemes.  Cabinet during 
2018/19 will be considering the spending plans for use of this funding pot in the near future.  Note, 
any requests require formal approval by the City Deal Executive Board prior to spend.   

3. In addition to the above the Council will receive £8.03m in the form of annual payments of £803k.   
 
 

Income Transferred to the City Deal  
 

1. When the City Deal model was formed it was anticipated that the contribution of income from 
Preston City Council would come from the following sources:- 

 
 Community Infrastructure Levy (CIL) receipts from residential and retail developments 

£33m 
 CIL Plus Contributions - assumption of additional revenue from development £7m 
 New Homes Bonus £28m 
 Business Rates £5m (if additional growth from City Deal) 

 
 

Impact for the Financial Forecast  
 

1. As a result of the City Deal the financial forecast includes additional Council Tax income totalling 
£2.3m and by 2022/23 it is estimated that £0.7m per annum extra will be received.  As new housing 
is built the additional Council Tax income will increase and will also bring in additional Council Tax 
resources for the major precept authorities.  Additional costs associated with serving the new 
housing total £1.5m; however in the final year of the forecast annual council tax income outweighs 
these annual costs by £318k p.a.  

 
2. New Homes Bonus of £8m received by the Council is shown to be paid over to the City Deal during 

the current financial forecast period. 
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3. At the end of the current financial forecast 2022/23 the Council will have received income totalling 
£6.8m for community provision of which £3.8m is shown to be released into the financial forecast 
and £3m will remain in an earmarked reserve.  

 
 
Capital Programme – Community Infrastructure Levy & Community Infrastructure  
 

1. The Capital Programme assumes that Community Infrastructure Levy (CIL) receipts totalling £9.1m 
received from developers will be paid over to the City Deal in the period 2018/19 to 2022/23.  The 
CIL is a charge on most forms of built development; it allows a charging authority to levy a charge 
on owners or developers carrying out built development so that they contribute to the costs of 
providing the infrastructure needed to support development of the area.  The CIL funds 
infrastructure projects such as transport, education, leisure, and health and open space provision 
set out in a published list, known as a Regulation 123 list.  

 
2. When spending plans have been agreed for the community infrastructure allocation, subject to 

approval by the City Deal Executive Board, the schemes will be included within the Capital 
Programme.   

 
 
 

Conclusions – General Fund Revenue Forecast 
 
 

1 There are a number of risks outside the Council’s control which remain a major concern; the 
uncertainty of the business rates scheme from 2020/21 onwards, unknown impact of Brexit and 
income streams in general continue to remain under considerable pressure 

 
2. The net underspend in 2017/18 (after allowing for slippage) slightly improved the Revenue Financial 

Forecast, however the forecast still requires further savings to be found in order to achieve a 
balanced budget over the long term.   

 
3. The Council currently has a significant level of non-earmarked reserves; however these are shown 

to reduce over the forecast to minimum recommended levels even allowing for the savings plan.  
The Council has plans to use some earmarked reserves; however it will still hold a number of 
earmarked reserves which may be used as a last resort to phase in future saving requirements. 

 
 
 

Collection Fund  
 
 

1. The Council is required to maintain a separate fund (the Collection Fund) for the collection and 
distribution of amounts due in respect of Council Tax and National Non Domestic Rates 
(NNDR).  The fund records all of the transactions for billing, exemptions and discounts granted, 
provision for bad debts and appeals, and payments made to the Council’s General Fund, the County 
Council, Police and Crime Commissioner and Fire and Rescue precept authorities and Central 
Government.  
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Council Tax  
 

1. The estimated year end surplus on the Collection Fund for Council Tax is £1.011m as at January 
2019.  This surplus has arisen because the collection rate in 2018/19 is higher than that used in 
the Council Tax base calculation.  In addition the number of new properties is higher than 
originally forecast and the discounts and Council Tax support are lower than forecast.  The City 
Council’s share of the Council Tax surplus is £0.192m.   

 
2. Surpluses and deficits are distributed in the following year based on estimates calculated in 

January.  The estimated surplus of £1.011m will be shared out between the Council and 
precepting authorities during 2019/20. 

 
 

Business Rates (NNDR) 
 

 1. Prior to 2013/14, the Council collected NNDR on behalf of Central Government.  All the NNDR 
income was paid directly into a central pool which was re-distributed to individual councils 
according to a needs-based formula.  Under the current Business Rates Retention Scheme the 
Council retains a 40% share of its NNDR.  The remaining income is shared between Central 
Government (50%), the County Council (9%) and the Fire and Rescue Authority (1%).   

 
2. For 2018/19 the collection of NNDR is expected to be below the Government set target.  The 

Council’s in-year share of the shortfall is £0.255m.  As at January 2019 the estimated year end 
deficit on the Collection Fund for NNDR is £1.676m.  This is partly due to timing differences in 
accounting for NNDR income, and also because of an increase in the provision set aside for 
repayments due to appeals.  The estimated deficit will be shared out between the Council, Central 
Government and precepting authorities during 2019/20.   

 
3. Section 31 Government Grant is received by the Council to compensate for the new NNDR reliefs 

the Council is statutorily obliged to grant.  Surpluses and deficits are being set aside in an 
earmarked reserve to smooth peaks and troughs over the life of the forecast.   

 
 

 

The Five Year Capital Programme  
 
 
Capital Programme and Core Major Asset Plan 
 

1. The Council strategically manages its operational properties through the Core and Major Asset Plan.  
The Council’s operational properties include office accommodation, depots, yards and venues such 
as the markets and open space facilities.  In addition the City has a Victorian legacy of the Grade I 
listed Harris Museum, cemetery, urban parks and dock estate. 
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2. The Core and Major Asset Plan is informed by regular stock condition surveys to establish a rolling 
programme of improvement and refurbishment.  In addition we have a major repairs programme.  
Both of these take account of the need for efficiency and environmental impact issues. 

 
3. The Council has an investment property portfolio managed to generate income to support the 

revenue budget and maximise opportunities for regeneration.  Performance of this portfolio is 
reported quarterly to the Cabinet Member.  As part of the efficiency plan work we have engaged 
external property advisors to undertake a review of all property and land assets held by the Council, 
with the aim of identifying opportunities for disposal of assets for development and other available 
options.  The disposal of freeholds or changes to leases on existing buildings producing potential 
receipts will also be considered.  An action plan has been developed and is in the process of being 
implemented to maximise the investment returns and potential capital receipts from the portfolio.    

 
4. The Cabinet have already agreed the sale of previous operational City Centre assets which results in 

a capital receipt and reduces the annual cost burden of maintaining empty operational properties. 
 
5. The opportunity for new schemes to be added to the capital programme is limited.  This is due to 

the continued reduction in capital funding and the pressure on the revenue budget which limits 
the capacity to fund borrowing repayments.  The Council has a five year programme; however the 
core and major asset programme extends over ten years.  There is a significant amount of capital 
expenditure required in the future which is outside the current programme. 

 
 
Background to the Capital Programme   
 

1. The Council has a five year capital spending programme.  The programme includes capital 
expenditure scheduled for the Council’s operational assets.  The Council ensures all capital 
expenditure is directly linked to the Council’s priorities, affordable and delivered through key 
corporate projects.  Any spend on the Council’s operational assets is scheduled in line with the 
Council’s Core Major Asset Plan.  Expenditure in respect of grants or financial assistance is included 
if the nature of expenditure, when incurred by the Council, is classed as capital expenditure. 

 
2. Capital expenditure is usually of a one-off nature, it can be a significant amount and can span over 

a number of financial years.  Examples of capital schemes include the purchase and installation of 
a new lift or major construction works that includes extending the life of a building e.g. new 
waterproof roof.  Other examples include the purchase of a new vehicle or the refurbishment of a 
park & open space.  

 
3. The Capital Programme is updated continually for agreed changes and reported to the Cabinet 

Member (Resources) during the financial year on a quarterly basis and to Cabinet and Council as 
part of any financial forecast updates.  A prudent approach is taken when preparing the programme 
to ensure that financing resources are only estimated for when there is relative certainty that they 
will be received. 

 
4. In accordance with CIPFA’s Prudential Code the Council’s Chief Finance Officer is required to have 

full regard for affordability, sustainability and prudence when making recommendations about the 
Council’s future capital programme.  Such consideration includes the level of long term revenue 
commitments.  The Council considers the affordability of capital investment and the impact on 
revenue forecasts when formulating its capital spending plans.   

 
5. Capital schemes are directly linked with the Council’s priorities.  Major items of enhancement or 

renewal are identified via the Council’s Core and Major Asset Plan.  
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6. The latest capital programme is attached at Appendix G and totals £34.7m.  The planned spend 

over the life of the programme is continuously reviewed and any scheme profiling changes are 
reflected in quarterly update reports.  The table below sets out the latest Capital Programme 
summary.  This has been updated for agreed changes up to the end of December 2018: 

 
 

Table: Capital Investment Programme Summary 2018/19 to 2022/23: 
The table below highlights spend in relation to the Council’s key priorities. 

Priority Area 2018/19 2019/20 2020/21 2021/22 2022/23 Total 
£m £m £m £m £m £m 

Your Council 1.1 3.6 2.0 2.8 0.5 10.0 
Your City  5.1 5.0 2.4 2.6 3.6 18.7 
Fairness for You 1.2 3.1 0.7 0.5 0.4   6.0 
Estimated 
Expenditure 7.5 11.7 5.1 5.9 4.5 34.7 

 

 

 

Capital spending over the next five years by Priority:

 

 
 
 

  

17%

54%

29% Fairness for You  £6.0m  17%
Your City £18.7m  54%
Your Council  £10m  29%
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Examples of capital schemes by Council Priority: 
 

  The following shows major planned capital spending by Council priority: 

 

 

 

Capital Programme - Financing the Capital Programme 
 
The Council has estimated the following financing sources will be available to fund the capital investment 
programme: 

 
The Capital Strategy 
 

1. The full capital strategy is included at appendix I, the following provides a summary of the work 
undertaken by the Budget Working Group in formulating the Cabinet’s capital budget proposals 

 
2.  The Council’s Budget Working Group have undertaken a review of the financing of the five year 

capital programme. The proposals are: 
 

 a reduction to the level of existing prudential borrowing (excluding borrowing for vehicles) 
 an annual contribution of £50k from the asbestos reserve  

Yo
ur

 C
ity Parks & Open Spaces  

£0.6m   (Includes HLF 
schemes on Avenham 
& Miller Park and Moor 
Park.)
Harris Museum £1.4m
City Centre Investment 
Project £2.8m
City Deal Community 
Infrastructure Levy 
£12.2m
Winckley Square 
Townscape Heritage 
Initiative £0.7m
Regeneration 
(including Traffic 
Management) £1m

Fa
irn

es
s f

or
 Y

ou Housing Schemes  
£4.5m
Including Disabled 
Facilities Grants, 
Renovation Grants and 
Empty Dwellings
InInvestment Strategy 
Fund £0.5m
Community Bank £1m

Yo
ur

 C
ou

nc
il

Leisure Centres £0.3m
Fleet/Vehicle 
Replacement £7.2m
ICT Schemes £0.2m
Council Buildings -
Town Hall £1.9m
Investment Properties -
£0.4m

£3.9m £14.2m £1.2m£2.2m£1.6m £12.2m

Disabled Facilities Grant £3.9m Borrowing £14.2m

Capital Receipts £1.2m External Contributions £2.2m

Revenue Funding £1.6m Community Infrastructure Levy 12.2m
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3. A review of proposed new schemes was undertaken to examine the future requirements not only 
within the current five year programme but in the years beyond.  Budget Working Group has 
produced proposals for new schemes to be added to the current five year programme along with 
their financing proposals below. 

 

Capital Programme Proposed Schemes: 
 
  

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

£000 £000 £000 £000 £000 £000 

Schemes:       

Parks – Electrical upgrade/security  97 28 70 40 235 
Miller Park offices  80    80 
Community Bank  1,000    1,000 
Schemes with funding available:       
Vehicle Replacement Programme 
in 2022/2023 

    301 301 

Total - 1,177 28 70 341 1,616 
 

 
 

1. The Capital Programme has been updated to reflect the latest reported position.  Members should 
note that the current surplus on the Capital Programme is £0.527m.  However this assumes £14.2m 
prudential borrowing. 

 
2. A strategic review of the Capital Programme including a review of the Council’s investment assets 

and operational assets has been carried out.  The annual review takes into consideration; works 
identified from stock condition surveys (over a ten year time frame), impact of savings proposals 
e.g. inclusion of capital receipts from potential sale of assets, and whether any of the Council’s 
operational assets transferred etc.  There has also been a full review of how the programme is 
financed to reduce the levels of prudential borrowing and utilise receipts and reserve balances to 
create savings in the revenue budget.   

 
3.  Along with the four year settlement offer in 2016 for the period 2016/17 – 2019/20, the 

Government published a scheme on the flexible use of capital receipts.  The key criteria to use, 
when deciding whether expenditure can be funded by the capital receipts flexibility is; is it forecast 
to generate ongoing significant savings to an authorities’ net service expenditure.    

 
4. The CIPFA accounting code of practice requires that any Community Infrastructure Levy (CIL) 

payments made by the Council should be recorded in the Capital Programme.  The Capital 
Programme includes a scheme for CIL payments to be made to Lancashire County Council as part 
of the City Deal, the scheme is financed by CIL payments from developers within the City Deal areas.  
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Treasury Management Strategy  
 
 

1.      Treasury management is the management of the Council’s cash flows, borrowing and investments, 
and the associated risks.  The Council has borrowed and invested substantial sums of money and is 
therefore exposed to financial risks including the loss of invested funds and the revenue effect of 
changing interest rates.  

 
 2.      The Chartered Institute of Public Finance and Accountancy (CIPFA) has published a new Prudential 

Code for Capital Finance and a new Treasury Management Code of Practice.  This Treasury 
Management Strategy has been prepared in line with the new Codes of Practice which means that 
some of the treasury information presented within the report has changed from previous years 
reports. 

 
3.       This report sets out the proposed Treasury Management Strategy for 2019/20 to be approved, as 

required by the Chartered Institute of Public Finance and Accountancy (CIPFA) Treasury 
Management Code of Practice (2017).  It includes the Council’s borrowing and investment 
strategies, together with the treasury management prudential indicators which seek to ensure that 
the Council’s borrowing levels remain both sustainable and affordable.   

 
4.       Following the bank base rate increase in August 2018, the forecast investment income has been 

reviewed and increased in the Treasury Management Strategy report to Cabinet on 6 February 
2019. 

 
 

Overall Conclusions  
 
 

1. Whilst the Council has faced significant challenges in respect of its finances, it has in the main 
implemented the savings plans in line with targets.  The four year funding offer from Government 
assisted the Council in forecasting over the period to 2019/20, however this year there is a higher 
level of uncertainty.  The Council is uncertain as to how much business rates income it will retain 
from 2020 onwards.  The impact of the Fair Funding Review may have a significant impact.  Until 
the Government publish final details this is a significant risk to the forecast.  Another unknown is 
how Brexit will impact.  The Council will monitor the position on these risks and give updates when 
more details are known.   
 

2. The Council along with the majority of Lancashire authorities have been successful in the bid to 
Government for a Lancashire Business Rate 75% Pool.  Overall it is estimated that over £10m 
additional resources will be retained in Lancashire.  The Council’s current business rates position 
assumes little or no growth. However if there is additional growth during 2019/20, and if no 
negative impact from business rates appeals or granting of reliefs, then the Council will benefit from 
additional retained business rates income.  If there is growth, it is recommended that a level of the 
growth is initially set aside in a reserve to protect the Council from peaks and troughs and anything 
above this level is contributed to the Council’s financial position.  Whilst there will be a level of 
protection within the pool there is a higher risk if the Council goes below its business rates baseline.  

 
3. The Council has implemented significant savings since 2010 through the Four Year Efficiency Plan 

and the previous savings plans.  2019/20 is the final year of the plan. It is proposed that the Council 
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continues work during 2019 to formalise contingency plans, to enable savings to be swiftly 
implemented in the event that any of the major risks materialise.  The significant risks for the 
Council being the impact of Brexit and impact of a new business rates system from 2020/21.  
Specific consultation, support and advice will always be provided to all staff that are affected by 
proposals. 

 
4. Maintaining and improving efficiency and value for money will continue to be paramount, along 

with the long term sustainability of the Council.  However the size of the savings challenge has 
meant the Council has been unable to protect all service provision when implementing the 
efficiency plan.  

 
5. The Budget Working Group will continue to consider alternative savings options alongside the 

contingency plan savings.  The ultimate aim is to work towards bridging the gap (shortfall between 
how much the Council spends and how much the Council receives in funding) over the long term to 
ensure long term sustainability for the Council and an ongoing balanced budget.  Significant savings 
have been achieved as part of the Digital Agenda Strategy, however this is an area which the Council 
will continue to prioritise in order to ensure services are provided as efficiently as possible. 

 
6. The forecast includes 2.99% Council Tax increase in 2019/20 and 1.99% in thereafter.  The capping 

rules allow for setting the Council Tax up to the 3% in 2019/20.  If increased it will result in additional 
resources of £116k in 2019/20 and £487k over the life of the forecast. 
 

7. Cabinet and Management Team continue to monitor the Medium Term Financial Strategy and all 
its risks, in order to take effective remedial action should the need arise.  

 
8. The Council carefully considers and monitors the risks set out in this report and in the Corporate 

Risk Register. 
 

9. Financial Assurance Statement 
 

The Council must set a balanced budget each year.  As the Council’s designated Finance Officer, I 
have a legal duty to report to Full Council in February 2019 on the robustness of the Council’s 
budget and the adequacy of reserves.  
 
I have considered the major items of expenditure and income and their sensitivity to change, 
together with the Efficiency Plan and additional savings proposals and the impact on the Council’s 
future forecasts and level of reserves.  It is my opinion that the estimates have been prepared and 
reviewed utilising the most up to date and accurate information available and that all assumptions 
made are reasonable in the current uncertain economic climate. 
 
I can confirm the recommendations contained in this report will provide the Council with a robust 
financial position in 2019/20.  I am of the view that the Council is pursuing a sound financial strategy 
in the context of the challenging financial position.  The financial forecast is showing a more 
financially favourable position than that reported in October 2018. However there is still a significant 
level of uncertainty from the major risks, e.g. impact of Brexit and impact of the Fair Funding Review.  
The major development in the Harris Quarter, whilst assisting the Council with the ultimate aim of 
regeneration and growth in the City, brings with it a high level of financial risk.  In addition there are 
a number of contingent liabilities which if they materialise will have a significant impact.  It is 
paramount that the Council has contingency plans that can be swiftly implemented in the event that 
a major negative shift in the financial position occurs.  This will help towards the long term 
sustainability of the Council’s financial position.   
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Appendix A  
Initial Forecast February 2018 

 

2018/19 2019/20 2020/21 2021/22
£000 £000 £000 £000

Forecast agreed February 2017  20,904  19,750  19,938  19,938
Forecast Changes - 50  1,069  1,413  2,116 (A)
Efficiency Plan -  New Cabinet Proposals - 160 - 200 - 200 - 200 (F)
Additional Spend Proposals  28                                        (A) 
Total Expenditure                                              20,722  20,619  21,151  21,854
Financed by: 
Revenue Support Grant  665 -          -          -          
Business Rates Baseline Funding  5,348  5,333  5,440  5,548
New Homes Bonus  1,207  1,531  1,614  1,807
Council Tax (including surplus/deficit)  11,600  11,751  12,163  12,583

 18,820  18,615  19,217  19,938

Call on Reserves  1,902  2,004  1,934  1,916

General Fund Reserves
Balance of Reserves b/f  7,304  5,402  3,398  2,064
Less transfer to/(-)from reserves to Revenue in Year - 1,902 - 2,004 - 1,934 - 1,916
Savings requirement (to ensure £1.1m minimum balance)               600  1,000  1,600
Year End Balance  5,402  3,398  2,064  1,148

    
Band D Council Tax £305.37 £311.44 £317.63 £323.95
Council Tax Increase 2.99% 1.99% 1.99% 1.99%

Forecast Agreed at February 2018 Budget Council Meeting - 2017/18 to 2021/22

Adv (A)/ 
Fav (F)
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Appendix B 

General Fund Forecast Assumptions 
 

Key Area Assumption Comment 

Pay Award  2% included 2018/19 onwards. The assumption for the pay award is 2%. The Forecast also includes an adjustment to reflect 
the NJC new pay spine. For information, an additional 1% pay award increase equates to 
£180k per annum. 

General Prices Inflation 
 

Freeze on all general revenue expenditure with the exception of pay, fuel & utility budgets. 
Slippage £756k included in 2018/19 Underspend from 2017/18 agreed by Cabinet (June 2018) slipped into 2018/19. 
Employers Pension Contribution 15.4% in 2017/18, 2018/19 & 2019/20, plus a deficit 

recovery lump sum payment of £4.2m paid in 2017/18 
to cover the three year period from 2017/18 to 
2019/20. 

Result of the 2016 Pension Triennial review implemented April 2017. 

Employer National Insurance 
Contributions 

Employer’s rate is 9.1% from April 2018.   9.1% is the average employer’s percentage for the Council. 

Government Grant Support Based on the Provisional Local Government Settlement 
figures 

Based on the Provisional Local Government Finance Settlement figures received December 
2018 for 2019/20. 

Council Tax Increase 2.99% in 2019/20,  1.99% thereafter The increase proposed for 2019/20 is 2.99%, and 1.99% thereafter. The Council Tax 
Principles allow for an increase of 2.99% in 2018/19 and 2019/20 only.  

New Homes Bonus Grant 
 

The income received from New Homes Bonus reflects the anticipated housing completion 
rate within Preston, including the City Deal development. 

Fees and Charges Various  The 2019/20 Fees and Charges have been reviewed in line with the fees and charges policy 
and approved by the Cabinet Members.  

Vacancy Savings £150k per annum  Estimated savings from vacant posts. A target of £150k pa has been included from 2019/20 
onwards. 

Redundancy Costs In line with the savings plan The forecast includes revenue budget redundancy cost estimates for 2018/19 to 2022/23. 
Budget Council agreed to fund any shortfall from Earmarked Reserves. 

Capital Borrowing Various Provision has been made for all Capital Programme borrowing unless indicated in the 
Programme. 

 

  

P
age 58



 

43 | P a g e  

 

Appendix C 
Forecast Changes: including unavoidable Revenue Spending Pressures and changes to assumptions (£’000s) 

 

                Key Area
2018/19  

£000
ol
u

2019/20  
£000

lu
m

2020/21  
£000

lu
m

2021/22  
£000

ol
u

2022/23  
£000

ol
u

Adv (A)/ 
Fav (F)

Impact of Outturn 2017/18 and forecast extension
i Slippage from 2017/18 756 0 0 0 0 (A)
ii 2022/23 Forecast Extension -  Salary & Elections 0 23 0 0 527 (A)

Ongoing Forecast Adjustments:  
iii Pay/Award/Re-defining the Pay Scale/Pensions 45 -30 -358 -408 -408 (F)
iv Planning Appeals/Enquiries (reversal) -50 -50 -50 -50 -50 (F)
v Market Hall Phase 2 18 42 42 42 42 (A)
vi HLF Harris Underwriting 0 0 150 150 150 (A)
vii Increased Investment Income -180 -311 -162 -128 -118 (F)
viii ICT Budget Reversal/Savings -40 -40 -40 -40 -40 (F)
ix Fees and Charges 2019/20 0 -69 -62 -62 -62 (F)
x Building Control Income -20 -20 -20 -20 -20 (F)

One-off and time limited budget items:  
xi Vacancy Savings -250 -50 -50 -50 -50 (F)
xii Leisure VAT Claim -332 0 0 0 0 (F)
xiii Penny Street car park - opening delay 22 0 0 0 0 (A)
xiv Market Car Park - End December Extension -164 0 0 0 0 (F)
xv Additional Car Park income - Avenham -30 0 0 0 0 (F)
xvi CIL Admin Grant -107 0 0 0 0 (F)
xvii Housing Needs and Stock Condition Survey -116 116 0 0 0  
xviii Interest Payable Saving -118 0 0 0 0 (F)
xix Local Development Framework -30 30 0 0 0  
xx Disabled Facilities Grant - additional capital fee Income -35 0 0 0 0 (F)
xxi Planning Fee income -100 0 0 0 0 (F)
xxii Landscape Capital Fees 50 0 0 0 0 (A)
xxiii Re-imagining the Harris Development Phase 0 72 23 0 0 (A)
xxiv Other minor adjustments -169 -24 -21 -108 -112 (F)

-850 (F) -311 (F) -548 (F) -674(F) -141 (F)

xxv City Deal: Re-phasing 0 152 300 400 200 (A)
-850 (F) -159 (F) -248 (F) -274(F) 59 (A)

Latest Forecast Changes
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Appendix D 
General Fund Forecast Adjustments (details) 
The following notes relate to the adjustments made to the forecast set out in appendix C: 
 

 Key Area Comment 

 Impact of Outturn 2017/18 and forecast extension 2022/23 

i Slippage from 2017/18 Slippage of £759k relating to underspends in 2017/18 
ii 2022/23 Forecast Extension - Salaries/Elections Base Budget adjustment to include the 2% estimated pay award in year 2022/23. In year 2022/23, only PCC 

elections are due to take place, therefore the cost of the election has been included. 
 Ongoing Forecast Adjustments:  

iii Pay Award/Re-defining the Pay Scales/Pensions 
Pay Award/Re-defining the Pay Scales/Pensions 

18/19  
£000 

19/20  
£000 

20/21  
£000 

21/22  
£000 

22/23  
£000 

  

Pensions Added Years & Pension Deficit Savings -35 0 0 0 0 ( F ) 

Set aside for NJC pay scale review in excess of 
requirement 

0 -50 -50 -100 -100 ( F ) 

Pension Deficit Recovery - Triennial Review 0 0 -328 -328 -328 ( F ) 

Overtime holiday pay (legislation) 80 20 20 20 20 (A) 

  45 -30 -358 -408 -408 ( F ) 
 

iv Planning Appeals/Enquiries (reversal) Reversal of £50k originally approved at February 2017 for appeals & enquiries, if required the budget will be 
found from other resources. 

v Market Hall Phase 2 Revenue cost of borrowing to fund Phase 2 of the Market Hall scheme. 
vi HLF Harris Underwriting The Harris bid to the Heritage Lottery Fund included funding sources that were approved and other sources 

that were not guaranteed. This is the cost associated with the Council to underwrite those that are not 
guaranteed. 
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vii Increased Investment Income Investment Income has been reforecast following the Bank base rate increase and a favourable decision by 
the MHCLG on a statutory override to new IFRS 9 accounting rules which potentially would have had a 
detrimental impact on the budget for investment income. 

viii ICT Budget/Reversal/Savings Reversal of October 2017 Forecast Issue.  Additional budget no longer needed - costs of the Microsoft 
Enterprise Agreement lower than expected.  

ix Fees and Charges 2019/20 Income to be generated from the annual review of Fees and Charges. 
x Building Control Income A budget increase to match the level of Building Control income received. 

 One-off and time limited budget items:  

xi Vacancy Saving Estimated additional in-year vacancy savings, and an ongoing target increase of £50k p.a. 
Xii Leisure VAT Claim HMRC agreed VAT claim that historic income from Leisure Centres should have been exempt from VAT. 
xiii Penny Street Car Park – opening months delay Delay in the opening of Penny Street Car Park from April to November 2018. 
xiv Market Car Park – End September Extension Net additional income for 9 months operation until the end of December 2018. 
xv Additional Car Park Income - Avenham Income on Avenham car park higher than budgeted. 
xvi CIL Administration Grant Draw down of grant for administering CIL scheme (includes an adjustment for prior years). 
xvii Housing Needs & Stock Condition Survey Re-phasing of Housing Needs & Stock Condition Surveys from 2018/19 into 2019/20. 
xviii Interest Payable Saving Forecast borrowing for capital schemes not required as cash balances used instead. 
xix Local Development Framework (LDF) Re-phasing of the LDF studies from 2018/19 into 2019/20. 
xx Disabled Facilities Grant (DFG) capital fee income Additional DFG capital fee income for staff time as a result of the additional DFG received by the Council. 
xxi Planning Fee income Additional Planning Fee income predicted this year due to a number of large planning applications being 

received. 
xxii Landscape Capital Fees Due to the reducing number of Landscape capital projects, the Landscape Architects are working on 

revenue projects. A restructure has been implemented that will reduce the impact going forward. 
xxiii Re-imagining the Harris Development Phase This is an unfunded revenue budget increase to allow the development phase of the Harris HLF project to 

proceed. This does not increase the Council’s contribution to the scheme. 
xxiv Other Minor Adjustments 

Other Minor Adjustments 
18/19  
£000 

19/20  
£000 

20/21  
£000 

21/22  
£000 

22/23  
£000 

  

Cabinet Report - Artists Rent -3 -13 -10 0 0 ( F ) 

Changing Places upfront Contribution from LCC -14 5 5 0 0  

Council Tax Costs  -20 0 0 0 0 (F) 
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Council Tax benefits  -16 0 0 0 0 (F) 

Unrequired Funding (Cabinet 2018 -17 0 0 0 0 ( F ) 

Payroll SLA with Community Gateway -4 0 0 0 0 ( F ) 

Release of Suspense Credits -46 0 0 0 0 ( F ) 

Lease cars savings adjustments 23 -3 -3 -3 -3 ( A ) 

Diesel Fuel & Adblue Tank Payback Scheme -49 -13 -13 -13 -13 ( F ) 

Technical correction 0 0 0 -96 -96 (F) 

In-year Departmental Underspends -121 0 0 0 0 ( F ) 

  -169 -24 -21 -108 -112 ( F ) 
 

xxv City Deal: Re-phasing of costs to service housing The additional cost of transferring New Homes Bonus to the City Deal is fully offset by additional NHB 
income shown on the face of the forecast. The Community Provision income recognised is proportional to 
the NHB received plus an adjustment to smooth the phasing of the income recognised. The balance is 
transferred to the Community Provision Reserve. 

Note 1 A number of changes have been made on the face of the forecast, including redistributed surplus levy of £84k in 2018/19 and a Council Tax surplus of £192k for 2019/20. 
Note 2 There have been a number of budget adjustments which have changed both income and expenditure, these have a net nil impact on the forecast e.g. efficiency savings 

re-phasing. 
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Appendix E 
General Fund Forecast   

 

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

Forecast agreed February 2018  20,722  20,619  21,151  21,854  21,854
Forecast Changes - 850 - 159 - 248 - 274  59 (F)
New Cabinet Proposals              - 13 - 13 - 13 - 13 (F)
Additional Spend Proposals               130  130  130  130 (A)

                                                                 
Total Expenditure                                              19,872  20,577  21,020  21,697  22,030            

Financed by: 
Revenue Support Grant  665 -          -          -          -          
Business Rates Baseline Funding (risk 2020/21 onwards)  5,432  5,470  5,579  5,691  5,805
New Homes Bonus (contributes to City Deal)  1,207  1,683  1,614  1,807  1,853
Council Tax (based on City Deal projections)  11,600  12,295  12,523  12,952  13,393

 18,904  19,448  19,716  20,450  21,051

Call on Reserves  968  1,129  1,304  1,247  979

General Fund Reserves
Balance of Reserves b/f  8,344  7,376  6,247  4,943  3,696
Less transfer to/(-)from reserves to Revenue in Year - 968 - 1,129 - 1,304 - 1,247 - 979
Savings requirement (to ensure £1.1m minimum balance)                                      
Year End Balance  7,376  6,247  4,943  3,696  2,717

     
Band D Council Tax £305.37 £314.50 £320.75 £327.13 £333.63
Council Tax Increase 2.99% 2.99% 1.99% 1.99% 1.99%

Cabinet Proposals 2018/19 to 2022/23
Adv (A)/ 
Fav (F)
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Appendix F 
Cabinet Proposals  

     
    The table below shows the Cabinet’s new proposals 

  

Key Area
2019/20  

£000

C
ol
u

2020/21  
£000

Co
lu

mn
2021/22  

£000

Co
lu

mn
2022/23  

£000

C
ol
u

Adv (A)/ 
Fav (F)

Savings
Reduce borrowing by £0.2m (use of Asbestos Reserve 
£50k p.a.)

-13 -13 -13 -13 ( F )

 
Growth Items  
Community Bank Financing 0 110 110 110 ( A )
Community Bank Due Diligence 10 0 0 0 ( A )
Preston Model (Connected Communities/Co-operatives) 100 0 0 0 ( A )
Revenue cost of new capital schemes 20 20 20 20 ( A )
Sub-total - Growth Items 130 130 130 130 ( A )

 
Total 117 (A) 117 (A) 117 (A) 117 (A) ( A )

New Cabinet Proposals

P
age 64



 

49 | P a g e  

 

Appendix G - Latest Capital Programme 

 

APP February Budget 2019 - Preston City Council Capital Financing Statement
Scheme 
Cost 
Centre

Schemes in Progress C
ol
u
m

Est. 
Total 

Cost of 
Scheme

Total 
Actual to 
31.03.18

2018/19 
£'000

2019/20 
£'000

2020/21 
£'000

2021/22 
£'000

2022/23 
£'000

Total 
2018/19 - 
2022/23 
£'000

PCC Schemes 
2043 CCTV Replacement Camera Project 120 89 31 0 0 0 0 31
2101 Parks Depots Replacement Obsolete Elect. 40 0 40 0 0 0 0 40

2103 Harris Museum & Library - Internal Works 30 0 11 19 0 0 0 30

2111 Leisure Site Residual Remedial Repair Works 322 94 228 0 0 0 0 228

2117 Town Hall Internal Areas Refurbishment 72 6 20 46 0 0 0 66

2135 Parks Pavilions - Upgrade Elect. Installation 40 10 30 0 0 0 0 30

2137 General Car Park Repairs Ph 2 101 50 3 48 0 0 0 51

2143 Town Hall - Window Replacement 200 0 0 200 0 0 0 200
2144 Door Access System Replacement & Upgrade  62 0 30 32 0 0 0 62
2145 Town Hall – Replacement of Fire Alarm System 86 69 17 0 0 0 0 17
2146 Town Hall - New roof installation & Membrane 150 0 140 10 0 0 0 150
2147 Penny Street Car Park  60 1 59 0 0 0 0 59

5651 Alleygating 281 262 19 0 0 0 0 19

5700 Remediation of Land at Chapman Road 29 0 29 0 0 0 0 29

5907 Home Repair Grants - Care and Repair 62 60 1 1 0 0 0 2

5941 Empty Dwellings 60 50 10 0 0 0 0 10

5946 Lancashire Community Finance 4 3 1 0 0 0 0 1

5952 Affordable Housing Scheme 400 0 54 346 0 0 0 400
6340 Re-Imagining the Harris - Development Ph1 529 0 0 246 283 0 0 529

7309 EDRMS *  60 56 4 0 0 0 0 4

7310 ICT - Virtual Desktop Infrastructure  430 306 35 89 0 0 0 124

7313 iLAp Replacement Project  99 76 23 0 0 0 0 23

7937 Roman Way Industrial Units Roof Replacement Project 1,207 813 364 30 0 0 0 394

7941 Refurbishment of METE House Farm 43 23 20 0 0 0 0 20

7952 City Centre Investment Fund 8,542 5,737 1,512 1,293 0 0 0 2,805

7961 Investment Fund Strategy 500 0 0 300 200 0 0 500

7962 Biomass Boiler - Fulwood LC  136 136 0 0 0 0 0 0
8317 Vehicle Replacement Scheme 2016 to 2021 10,507 3,553 165 2,586 1,616 2,587 0 6,954

8318 New Fuel Tank  65 0 65 0 0 0 0 65

2,911 5,246 2,099 2,587 0 12,843
 Payback schemes
 ICT Strategy Fund

Schemes funded wholly/partly by External Finance 
or Government Grants

2431 Winckley square Townscape Heritage Initiative 1,054 618 24 412 0 0 0 436

3219 Traffic Management Schemes 291 236 50 5 0 0 0 55

3220 Rough Hey Road 200 50 0 150 0 0 0 150

3221 Grimsargh Cycle Route 746 309 385 52 0 0 0 437

3236 The Guild Wheel 451 384 65 2 0 0 0 67

5930 Disabled Facilities Grants 5,817 1,941 1,100 1,426 450 450 450 3,876

6959 Moor Park Restoration 2,226 2,050 145 31 0 0 0 176

6962 Euston Street Park Capital Project 91 90 1 0 0 0 0 1

6965 Winckley Square Garden Restoration 60 50 0 10 0 0 0 10

6966 Grange Park Play Area Refurbishment 106 79 25 2 0 0 0 27

6967 Drainage & Enhancement Scheme - Football Pitches 120 0 0 120 0 0 0 120

6968 Tower Lane Bridge Repair Works 44 0 44 0 0 0 0 44

6969 Grimsargh Green Football Pitch 30 0 0 30 0 0 0 30

7963 Rapid Re-Housing Pathway Funding 128 0 110 18 0 0 0 128

7964 Community Infrastructure Levy 19,447 7,275 2,643 2,207 2,134 2,113 3,075 12,172

4,592 4,465 2,584 2,563 3,525 17,729

Total of Schemes in Progress 7,503 9,711 4,683 5,150 3,525 30,572
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APP February Budget 2019 - Preston City Council Capital Financing Statement
Scheme 
Cost 
Centre

Schemes Awaiting Approval Est. 
Total 
Cost of 
Scheme

Total 
Actual to 
31.03.16

2018/19 
£'000

2019/20 
£'000

2020/21 
£'000

2021/22 
£'000

2022/23 
£'000

Total 
2018/19 - 
2022/23 
£'000

2143i Town Hall - Window Replacement 420 0 0 0 200 100 120 420
7963 Rapid Re-Housing Pathway Funding  113 0 0 113 0 0 0 113
ua1 Avenham Car Park - Lift Replacement 130 0 0 0 0 130 0 130
ua2 Moor Park Football Pavilion - Refurbishment 75 0 0 75 0 0 0 75
ua3 Town Hall Refurbishment 250 0 0 150 50 50 0 250
ua4 Empty Homes 50 0 0 50 0 0 0 50
ua5 Re-Imagining the Harris - Implementation Ph2 845 0 0 0 0 345 500 845
ua6 Parks Electrical, Heating & Security Upgrades 164 0 0 92 70 2 0 164
ua7 Cemetery & Crematorium 77 0 0 42 35 0 0 77
ua8 Cemetery & Crematorium - New Burial Ground 160 0 0 160 0 0 0 160
ua10 Investment Property Refurbishment Programme 120 0 0 60 30 30 0 120
ua11 Fishergate Hill Parks Fund 140 0 0 140 0 0 0 140

Total of Schemes Awaiting Approval 0 882 385 657 620 2,544

New Schemes

ua12 Vehicle Replacement Scheme 2022/2023 301 301 301
ua13 Parks Electrical, Heating & Security Upgrades 235 97 28 70 40 235
ua14 Miller Park Offices 80 80 0 0 0 80
ua15 Community Bank 1,000 0 1,000 0 0 0              1,000 

Total New Schemes 0 1,177 28 70 341 1,616

Grand Total 7,503 11,770 5,096 5,877 4,486 34,732

 Payback schemes
 ICT Strategy Fund

APP February Budget 2019 - Preston City Council Capital Financing Statement
Actual Estimate Estimate Estimate Estimate Estimate Estimate

2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 5 Year
£'000 £'000 £'000 £'000 £'000 £'000 Total

Estimated Expenditure
Schemes in Progress 12,568 7,503 9,711 4,683 5,150 3,525 30,572
Schemes Awaiting Approval 0 0 882 385 657 620 2,544
New Schemes 0 0 1,177 28 70 341 1,616
Total Capital Payments 12,568 7,503 11,770 5,096 5,877 4,486 34,732

Estimated Resources
General Fund :
Direct Revenue Finance 82 130 0 0 0 0 130
Disabled Facilities Grant 686 1,102 1,426 450 450 450 3,878
Other External Finance (see next page) 1,226 784 1,185 193 0 0 2,162
Community Infrastructure Levy 4,017 2,643 2,207 2,134 2,113 3,075 12,172

Prudential Borrowing 2,865 3,230 2,310 44 282 610 6,476
Prudential Borrowing - Vehicle Replacement 90 165 2,586 1,616 2,587 301 7,255
Prudential Borrowing - Pay Back Schemes 35 139 113 0 0 0 252
Investment Fund Strategy - Loan Repayment 0 0 300 200 0 0 500
Invest to Save Reserve 0 0 0 0 0 0 0
Earmarked Reserves 0 255 170 345 150 50 970
IT Strategy Fund 124 102 121 0 0 0 223
Capital Receipts 3,443 941 100 100 100 0 1,241
Total Resources 12,568 9,491 10,518 5,082 5,682 4,487 35,259

Total surplus(-)/shortfall in year 0 -1,988 1,252 14 195 -1
Cumulative total surplus(-)/shortfall 0 -1,988 -736 -722 -526 -527 -527
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ANALYSIS OF OTHER EXTERNAL FINANCE
Estimate Estimate Estimate Estimate Estimate

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

2043 - CCTV - 2043 - CCTV Replacement Cameras Project 31
2135 - Parks Pavilions - Upgrade Elect. Installation - Section 106 20
2431 - Winckley square Townscape Heritage Initiative - Heritage Lottery Fund 17 276
2431 - Winckley square Townscape Heritage Initiative - Section 106 50 10
2431 - Winckley square Townscape Heritage Initiative -Lancashire County Council 
3221 - Grimsargh Cycle Route - Section 106 Contribution 385 52
3237 - The Guild Wheel -  Section 106 51
5651 - Alleygating - S106 Contribution 14
6340 - Re-Imagining the Harris - Development Ph1 - Lancashire County Council 125 125
6341 - Re-Imagining the Harris - Development Ph1 - Heritage Lottery Fund 56 68
6959 - Moor Park Restoration - Heritage Lottery Fund 9 142
6959 - Moor Park Restoration - Other 2
6964 - Winckley Square Garden Restoration - TBC 10
6966 - Grange Park Play Area Refurbishment Lancashire Environmental Fund 4
6966 - Grange Park Play Area Refurbishment Moor Nook Central 1
6967 - Drainage & Enhancement Scheme - Football Pitches 100
6969 - Grimsargh Green Football Pitch - City Deal 25
6969 - Grimsargh Green Football Pitch - Parish Council 5
7311 - ICT Network Core - Cabinet Office Grant for Individual Electoral Registration 3
7952 - City Centre Investment Fund - Community infrastructure - City Deal 53
7963 - Rapid Re-housing Pathway Funding - MHCLG 110 18
5952 - Affordable Housing Scheme - Section 106 54 346 0 0 0
General Fund Total : 784 1,185 193 0 0
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Appendix H   
Risks 
 
Key Areas of Financial Risk (Revenue) 

 

In considering this updated forecast Members should be aware that there are still a number of significant risks which are set out below.   In assessing each risk the following 
has been taken into account:- 

 

 

 
 

High Risk
• Potentially a significant sum

• A high probability of occurrence
• Relatively little mitigation available to spread or defer the impact
• Probable need for major change to the forecast if it materialises

Medium Risk
• Potentially a large sum with a medium probability of occurrence

• Some mitigation possible to spread or defer the impact
• Possible need for change to the forecast if it materialises

Low Risk
• Potentially a substantial sum, with a low probability of occurrence

• Some mitigation possible to spread or defer the impact
• Impact should be capable of being dealt with without major forecast changes
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Medium Term Financial Strategy Risks Level of Risk  Risk Mitigation 

Likelihood Impact Score  
     

Impact of future Business Rates retention unknown for 2020/21 onwards  Medium High   

It is still unknown how the Business Rates scheme will operate in 2020/21 onwards. Although the Government have indicated 
that councils will be able to retain approximately 75% of their business rates income, additional responsibilities are being 
handed over to councils at the same time. Future detailed allocations and splits between two-tier authorities are still unknown. 
The outcome of the fair funding consultation carried out early in 2018 is the suggested basis of the baseline calculation. Until 
further information is known we are highlighting this as one of the most significant financial risks for the Council.  

Scenario analysis has been 
carried out on the financial 
forecast to evaluate the 
impact of future potential 
changes in business rate 
income.  

Business Rates 75% Pilot 2019/20  Medium Medium   
The Government have recently invited councils to submit proposals to pilot 75% Business Rates retention in 2018/2019. The 
Lancashire Authorities (excluding Lancaster) submitted a pilot bid and were successful. The main risk is that the Council loses the 
protection of the 92.5% safety net however the scheme includes a 5% resilience reserve. The pool brings the following risks for 
the Council:  
 

• The safety net threshold for the entire pool is raised from 92.5% to 95% to recognise the increased risk sharing. 
• Participating councils will be exposed to a higher level of business rate risk for the duration of the pilot in 2019/20.  

There will be a higher share of any losses, arising as a result of appeals, bad debts and empty premises, being 75% 
rather than the current 50%. 

• The Safety Net threshold will only be activated by Central Government on a pool wide basis and is therefore unlikely to 
be triggered.  As such each authority will bear its own risk over and above the 5% Resilience Fund created by the 25% 
additional growth only. This means that if business rates income falls below baseline by approximately £450k, if outside 
the Pool the Council would receive a safety net of approximately £50k however if in the Pool this cost will fall upon the 
Council’s revenue budget 

 
 

The bid included provision for 
a 5% financial resilience 
reserve which offers 
protection against the 
Government’s 25% risk share. 
 
Monitoring of the position on 
business rates is carried out 
throughout the year. This 
includes analysis of actual 
figures, outstanding appeals 
and other information from 
the Valuation Office. 
 
  

Brexit     
 
Judging the impact is currently very difficult however the Council will closely monitor developments ahead of the UK’s exit from 
the European Union in March 2019. 

This has an unknown impact 
and is difficult to estimate. 
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Council Tax income – new housing build not in line with projections Medium High   
 
The Council Tax income projections include increases based on housing projections. If the level of anticipated new housing build 
is less than expected council tax income projections may have to be reduced.  

New house building is closely 
monitored as part of the City 
Deal. 

Impact on forecast from delays in implementing efficiency plan  Medium High   
 
A significant level of savings included in the Four Year Efficiency Plan have already been achieved however if there are delays to 
the implementation of the remaining targets this could have a negative impact on the forecast. 
 

 
Updates on the Efficiency 
Plan are reported to CMT and 
Budget Working Group. 
 

New Homes Bonus (NHB) Medium Medium   
The Government have said they will consultation on the future of NHB.  Any NHB due to the Council now transfers to the City Deal 
therefore any change to the current system will impact on the City Deal.   
 

Changes to NHB is closely 
monitored. 

Pension Triennial Review Medium Medium   
The Pension Fund Actuaries (Valuers) have issued estimated figures for their next pension triennial review, covering the period 
2020/21 to 2022/23. The figures predict that the deficit on the fund will reduce significantly from the previously reported deficit 
estimated at £86m. However, pension costs continue to be a future risk for the Council.   

An estimate of the potential 
effect of the next triennial 
review has been included in 
the forecast. 
 

Council Tax Support Scheme Medium Medium   
The Council agreed a Council Tax Support Scheme which applied a 20% deduction to the amount of Council Tax support payable 
to working age claimants. The Council reluctantly approved the Local Scheme which was cost neutral to the Council when 
introduced in 2013.  The scheme is now entering its seventh year and is currently in line with projections however the risks 
associated with the scheme remain:- 
•  an increase in claimant numbers resulting in greater number of discounts being allowed and thus reducing Council Tax collected; 
and, 
• a reduction in Council Tax collection rates.  
 
 
 
 

The Council closely monitors 
council tax collection rates.  
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Stock Transfer Issues Low High   
 
There are still a number of residual financial risks associated with the Council Housing stock transfer mainly the (i)The Disposals 
Clawback Agreement provides that the Community Gateway Association (CGA) has a full warranty for land transferred in respect 
of ground conditions and (ii) The Council provided (as standard practice) a 35 year Asbestos Warranty (which ends in 2040) based 
on the criteria that the first £4.2m of any expenditure would be met by the Community Gateway Association (CGA); the next 
£5.8m would be shared 50/50 between the CGA and the Council; and, any expenditure above £10m would be met fully by the 
Council.  An Asbestos Management Policy is in place and the cost to CGA to date is £3.2m.  The Council is monitoring CGA’s 
progress with asbestos removal from their properties; to date the cost of removal does not give cause for concern.  Members 
should note the balance set aside in an earmarked capital reserve is currently £3.6m.    
 
 

 
These risks continue to be 
monitored 

Pension Guarantee’s    Low Medium   
 

Preston Bus 
Under the terms of the 1993 buyout agreement Preston City Council entered into an agreement to act as Pension Fund guarantor, 
in perpetuity, for former Council employees who transferred to Preston Bus (now owned by Rotala PLC).  Rotala agreed to take 
on the pension liabilities of Preston Bus and have been making pension contributions in line with the Actuaries requirements.  

 
GLL  
Under the terms of the Leisure Transfer agreement with GLL, Preston City Council are the Pension Fund guarantor, in perpetuity, 
for former Council employees who transferred to GLL.  
 
 

 

The Council continues to 
monitor the situation. 

Universal Credit Medium Medium   
The Government is consolidating a number of current welfare benefit allowances into a revised Universal Credit Scheme which 
went live in July 2018 in Preston.  One of these is Housing Benefits which is currently administered by the Council.  The Universal 
Credit Scheme is provided on-line and administered by the Department of Work and Pensions with support required from the 
Council.  The scheme is being rolled out in stages and has had minimal impact on the Council’s operations to date.   
 
 

The situation is monitored 
closely, including seeking 
information on the effect the 
introduction of Universal 
Credit had on authorities 
where it was introduced 
earlier. 
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 Pay Inflation Low Medium   
• The forecast includes an estimate for a 2% pay award from 2019/20 onwards.  Any variation above this estimate will impact on 
the Council’s resources. The cost of an additional 1% increase is £192k per annum.  This will be kept under review and the 
assumption in the forecast may need to be changed.   
 

 

Income Streams Medium Medium   
Income streams in general continue to remain under considerable pressure.  Notable examples include income from car parking 
charges and market hall income.  

All income streams continue 
to be closely monitored 
within the budget monitoring 
to Budget holders, CMT and  
Cabinet Members 
 

Council Tax Administration Grant Medium Medium   
The Council currently receives a combined Housing and Council Tax Administration grant of c£0.7m per annum paid by the 
Department of Work & Pensions (DWP) and Ministry of Housing, Communities and Local Government (MHCLG).  It is expected 
that this grant will reduce as it is under review as part of the Government’s Welfare Reforms.  
 

 

Vehicle Fleet Medium High   
The vehicle fleet requirements continue to be evaluated, linked to future service needs.  However a risk remains that current 
revenue provision may be insufficient to meet future long term requirements. 

The Council has a 10 year 
vehicle replacement plan in 
place which monitors costs of 
vehicle replacements and if 
funds are sufficient. 
 

KEY AREAS OF FINANCIAL RISK (CAPITAL)     

The following risks are relevant in respect of the Capital Programme:     
Capital Receipts Medium Medium   
Capital receipts are a best estimate.  The actual sales are dependent on future market conditions and cannot be predicted with 
certainty.   
This results in an inherent risk in the forecast level of programmed resources particularly in the latter years of the Programme. 
 

Updates on potential sale of 
assets is supplied by Property 
Services 

P
age 72



 

57 | P a g e  

 

Disabled Facilities Grant (DFG) Medium Low   
From 2015/16 the budget became the responsibility of the Department of Health who incorporated the Disabled Facilities Grant 
(DFG) into a much larger pooled social care and health fund known as the Better Care Fund (BCF).  The DFG is paid to upper-tier 
authorities within their BCF allocation.  However, the statutory duty is on the Local Housing Authorities to provide DFG to those 
that qualify.  Currently Lancashire County Council has agreed to transfer the funding allocations to the Districts in line with grant 
received.  Any future reduction in DFG received by the Council will have a direct impact on the level of Capital Programme work 
that can be undertaken or would require additional resources from the Council.   
   

Updates are provided as part 
of the quarterly capital 
performance monitoring. 

Market Quarter Redevelopment Financial Risk Medium Medium   
The New Market Hall opened in February 2018. Further works were agreed to be carried out commencing in 2018, in relation to 
a new porch and electricity supply. The demolition of the old market hall and market hall car park commenced in January 2019. 
Close monitoring of these capital works continues 

 

The Council closely monitors 
progress on capital schemes  

TREASURY MANAGEMENT RISKS Medium High   
The main risks to the Medium Term Financial Strategy as a result of Treasury Management activity are: 
• Unexpected movement in cash flow - income not received or delayed and/or unplanned payments made. 
• Unexpected movement in interest rates – generated by changes made by the Bank of England. 
• Difference between actual interest rates and rates used in the forecast – actual investment returns or borrowing costs 
may differ from the forecasts used to set budgets. 
• Security of monies invested with counterparties – in the event of a collapse of a financial institution with whom the 
Council has invested funds e.g. Icelandic banks. 

The Council has external 
treasury advisors. P
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Appendix I  

The Capital Strategy, including Prudential Indicators & Limits 

Capital Strategy Report 2019/20    
 
1. Introduction 
This capital strategy is a new report for 2019/20, giving a high-level overview of how capital expenditure, capital 
financing and treasury management activity contribute to the provision of local public services along with an 
overview of how associated risk is managed and the implications for future financial sustainability.  

2. Capital Expenditure and Financing 
Capital expenditure is where the Council spends money on assets, such as property or vehicles that will be used 
for more than one year. In local government this includes spending on assets owned by other bodies, and loans 
and grants to other bodies enabling them to buy assets. The Council has some limited discretion on what counts 
as capital expenditure, for example assets costing below £20,000 are not capitalised and are charged to revenue 
in year. 

In 2019/20, the Council is planning capital expenditure of £11.7m summarised in Table 1. 

Table 1 Prudential Indicator: Estimates of Capital Expenditure 
 

Priority Area 2018/19 2019/20 2020/21 2021/22 2022/23 Total 
£m £m £m £m £m £m 

Your Council 1.1 3.6 2.0 2.8 0.5 10.0 
Your City  5.1 5.0 2.4 2.6 3.6 18.7 
Fairness for You 1.3 3.1 0.7 0.5 0.4 6.0 
Estimated 
Expenditure 7.5 11.7 5.1 5.9 1.4 34.7 

 The table above highlights spend in relation to the Council’s key priorities 
 

Governance: A strategic review of the Capital Programme including a review of the Council’s investment assets 
and operational assets is carried out annually. The reviews take into consideration works identified from stock 
condition surveys (over a ten year time frame) and investments/capital expenditure as a result of the Efficiency 
Savings Plan. Bids are formulated based on the outcome of reviews and recommends projects for inclusion in 
the Council’s capital programme. Bids are collated by Finance who calculate the financing cost (which can be nil 
if the project is fully externally financed). The Budget Working Group consisting of Cabinet Members, 
backbenches and Corporate Management Team appraise all bids based on a comparison of service priorities 
against financing costs. The final capital programme is then presented along with the Cabinet budget proposals 
in January and to Council in February each year. 

• For full details of the Council’s capital programme see Appendix G 
All capital expenditure must be financed, either from external sources (government grants and other 
contributions), the Council’s own resources (revenue, reserves and capital receipts) or debt (borrowing or 
leasing). The planned financing of the expenditure in Table 1 is as follows: 
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Table 2 Capital financing  
 

 
 
 
Prudential Borrowing is only a temporary source of finance, since loans and leases must be repaid, and this is 
therefore replaced over time by other financing, usually from revenue which is known as Minimum Revenue 
Provision (MRP).  Planned MRP repayments are as follows. 

 
Table 3 Replacement of Debt Finance  
 

 
 

The Council’s Minimum Revenue Provision statement is available in Appendix L. 
 

The Council’s cumulative outstanding amount of debt finance is measured by the capital financing requirement 
(CFR). This increases with new debt-financed capital expenditure and reduces with MRP and capital receipts. The 
CFR is expected to increase by £0.6m during 2019/20. Based on the above figures for expenditure and financing, 
the Council’s estimated CFR is as follows: 

 

£5.5m £4.9m
£2.9m £2.7m £3.5m

£0.6m
£0.4m

£0.3m £0.2m
£0.1m

£3.4m £5.2m

£1.9m £2.9m £0.9m

2018/2019 ESTIMATE 
£9.5M

2019/2020 ESTIMATE 
£10.5M

2020/2021 ESTIMATE 
£5.1M

2021/2022 ESTIMATE 
£5.7M

2022/2023 ESTIMATE 
£4.5M

Planned Financing of Capital Expenditure £M

External Resources Own Resources Prudential Borrowing

£0.8m £0.8m

£1.4m £1.4m

£1.8m

MINIMUM REVENUE PROVISION

Planned MRP repayments £M (Estimate)

2018/19  £0.8m 2019/20  £0.8m 2020/21  £1.4m 2021/22  £1.3m 2022/23 £1.8m
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Table 4: Prudential Indicator Estimates of Capital Financing Requirement 
 

 
 
Asset management: To ensure that capital assets continue to be of long-term use, the Council has an asset 
management strategy. This is currently being updated following the external review undertaken by specialist 
property advisors Cushman and Wakefield.  The review looked at the Councils investment property portfolio and 
performance of the Property Services section. An action plan setting out recommendations has been agreed by 
Members and work is underway to implement all actions. Part of the initial brief was to investigate opportunities 
to dispose of property assets for development, and explore other opportunities to maximise the return on the 
investment property portfolio income or increase financial receipts.  Property advisors have been procured to 
investigate these opportunities and a report setting out the future investment strategy will be brought to 
Members later in the year. 

Asset disposals: When a capital asset is no longer needed, it may be sold so that the proceeds, known as capital 
receipts, can be spent on new assets or to repay debt.  The Council is currently also permitted to spend capital 
receipts on service transformation projects until 2022/23. The Council plans to receive £1.2m of capital receipts 
in the coming financial year as follows: 

Table 5: Capital Receipts 
 

  
2018/19 
Estimate 

2019/20 
Estimate 

2020/21 
Estimate 

2021/22 
Estimate 

2022/23 
Estimate 

Total 
Estimate 

£m £m £m £m £m £m 
Asset sales 0.8 0 0 0 0 0.8 

Right to Buy Receipts 0.1 0.1 0.1 0.1 0 0.4 

TOTAL 0.9 0.1 0.1 0.1 0 1.2 
 

 
• Further details of planned asset disposals are included within the capital programme in Appendix G 
• The Council has formally agreed to the flexible use of capital receipts however there are no specific plans 

to use capital receipts to fund the efficiency plan revenue expenditure during 2019/20.  

 
 
 

20.7

25.9 26.2 27.8 26.5

0
5

10
15
20
25
30

3 1 . 3 . 2 0 1 9 3 1 . 3 . 2 0 2 0 3 1 . 3 . 2 0 2 1 3 1 . 3 . 2 0 2 2 3 1 . 3 . 2 0 2 3

TOTAL CFR
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3. Treasury Management 
Treasury management is concerned with keeping sufficient but not excessive cash available to meet the Council’s 
spending needs, while managing the risks involved. Surplus cash is invested until required, while a shortage of 
cash will be met by borrowing, to avoid excessive credit balances or overdrafts in the bank current account.  

• Borrowing strategy: The Council’s main objectives when borrowing are to achieve a low but certain cost 
of finance while retaining flexibility should plans change in future. Due to decisions taken in the past, 
the Council currently has £17.3m borrowing at an average interest rate of 4.5% 

• Projected levels of the Council’s total outstanding debt are shown below, compared with the capital 
financing requirement. 
 
 

Table 6: Prudential Indicator Gross Debt and the Capital Financing Requirement  

 

 
Statutory guidance is that debt should remain below the capital financing requirement, except in the short-term. 
As can be seen from table 6, the Council expects to comply with this in the medium term.  

Affordable borrowing limit: The Council is legally obliged to set an affordable borrowing limit (also termed the 
authorised limit for external debt) each year. In line with statutory guidance, a lower “operational boundary” is 
also set as a warning level should debt approach the limit. 

 

 

 

 

 

 

£17.3m
£12.3m £12.3m £12.3m £12.3m

£20.7m

£25.9m £26.2m £27.8m
£26.5m

0

5

10

15

20

25

30

31.3.2019 Estimate 31.3.2020 Estimate 31.3.2021 Estimate 31.3.2022 Estimate 31.3.2023 Estimate

£m

Projected levels of the Council’s total outstanding debt compared with the capital 
financing requirement

Long Term Borrowing already taken Capital Financing Requirement
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Table 7: Prudential Indicators: Authorised limit and Operational Boundary for External Debt 
 

 
 

Further details on borrowing are in the treasury management strategy (Appendix J) 

Investment strategy: Treasury investments arise from receiving cash before it is paid out again. Investments 
made for service reasons or for pure financial gain are not generally considered to be part of treasury 
management.  

The Council’s policy on treasury investments is to prioritise security and liquidity over yield.  That is to focus on 
minimising risk rather than maximising returns. Cash that is likely to be spent in the near term is invested 
securely, for example with the government, other local authorities or selected high-quality banks, to minimise 
the risk of loss. Money that will be held for longer terms is invested more widely, including in bonds, shares and 
property, to balance the risk of loss against the risk of receiving returns below inflation. Both near-term and 
longer-term investments may be held in pooled funds, where an external fund manager makes decisions on 
which particular investments to buy and the Council may request its money back at short notice. 

Table 8: Treasury Management Investments   
 

 
 
Further details on treasury investments are in the Treasury Management Strategy (see Appendix J). 

£28.9m £28.9m 
£23.9m £23.9m £23.9m 

£19.3m £19.3m 
£14.3m £14.3m £14.3m 

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

Authorised limit – total external debt Operational boundary – total external debt

0.0

5.0

10.0

15.0

20.0

25.0

31.03.19 31.03.20 31.03.21 31.03.22 31.03.23

£m

Projected levels of the Council's Short-Term and Longer Term Investments

Short-Term investments Longer-Term investments
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Governance: Decisions on treasury management investment and borrowing are made daily and are therefore 
delegated to the Section 151 Officer (City Treasurer) who must act in line with the treasury management strategy 
approved by Council.  Quarterly reports on treasury management activity are presented to the Executive 
Member for Resources. The Audit Committee is responsible for scrutinising treasury management decisions. 

4. Investments for Service Purposes 

The Council has an agreed Investment Fund designed to aid unlocking wider economic growth in Preston through 
small capital projects. The fund is small £500k but, is an important boost for local Community Interest Companies 
or Charitable Trusts in a difficult economic market. In light of the public service objective, the Council is willing 
to take more risk than with treasury investments, however the maximum exposure to the Council from non-
payment would be limited to £500k with a maximum exposure to any one organisation of £150k however it still 
plans for such investments to breakeven / generate a profit after all costs. Currently there are no approved 
allocations/loans from this fund. 

Governance: Decisions on service investments are made by the relevant service manager in consultation with 
the City Treasurer and must meet the criteria and limits laid down in the investment fund strategy. Most loans 
and shares are capital expenditure and purchases will therefore also be approved as part of the capital 
programme. 

5. Commercial Activities 

With central government financial support for local public services declining, the Council invests in commercial 
property mainly for the aim of regeneration of the Preston Area whilst seeking to achieve financial gain in order 
to produce a balanced overall financial budget and to minimise the charges to Council Tax payers. The 
commercial investments are currently valued at £39.8m providing a net return after all costs of 5.69%. 

With regeneration and financial return being the main objective, the Council accepts higher risk on commercial 
investment than with treasury investments. The principal risk exposures include increased vacancies and 
potential fall in capital values. These risks are managed by Property Services team monitoring and actively 
seeking to lease vacant premises and effective monitoring of performance of investment portfolio including 
reports to the Cabinet Member for Performance and Resources. The Cushman & Wakefield report identified an 
Action Plan that is currently in the process of being adopted. This action plan sets a direction of travel towards a 
more commercial approach in  the Councils asset management incorporating holding fewer, higher return assets; 
the reuse of capital receipts from asset disposals for future investment; identifying opportunities to grow the 
portfolio through investments in the Preston area and diversification of the portfolio to achieve performance 
and reduce risk. Further reports will be presented to Cabinet during 2019/20.   

Governance: Decisions relating to capital expenditure for all purposes, including for the acquisition of property 
assets, are made in accordance with the Financial Regulations of the Council, this requiring the approval of Full 
Council/Cabinet or Cabinet Member for Resources and Performance as appropriate. Property and most other 
commercial investments are also capital expenditure and purchases will therefore also be approved as part of 
the capital programme. 

Further details on commercial investments and limits on their use are in the Investment Strategy (see Appendix 
K) 
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6. Liabilities 

In addition to debt of £17.3m detailed above, the Council is committed to making future payments to cover its 
pension fund deficit (valued at £86m at 31st March 2018). It has also set aside £3.8m (as at 31st March 2018) in a 
Business Rates Appeal Provision to cover risks arising from the costs of Business Rates appeals as a consequence 
of the transference of such risks under the localisation of business rates arrangements introduced in 2013. 

Provisions are made where an event has taken place that gives the Authority a legal or constructive obligation 
that probably requires settlement by a transfer of economic benefits or service potential, and a reliable estimate 
can be made of the amount of the obligation. 

The Council also faces a number of contingent liabilities for which it has not set aside a specific sum. A contingent 
liability arises where an event has taken place that gives the authority a possible obligation whose existence will 
only be confirmed by the occurrence or otherwise of uncertain future events not wholly within the control of 
the authority. Contingent liabilities also arise in circumstances where a provision would otherwise be made but 
either it is not probable that an outflow of resources will be required or the amount of the obligation cannot be 
measured reliably. 

Governance: Decisions on incurring new discretional liabilities are taken in consultation with the Section 151 
Officer (City Treasurer). Further details on liabilities and guarantees are on pages 83 to 84 of the 2017/18 
statement of accounts see https://www.preston.gov.uk/thecouncil/plans-and-spending/budgets/statement-
accounts/. 

Revenue Budget Implications 
Although capital expenditure is not charged directly to the revenue budget, interest payable on loans and MRP 
are charged to revenue, offset by any investment income receivable. The net annual charge is known as financing 
costs; this is compared to the net revenue stream i.e. the amount funded from Council Tax, business rates and 
general government grants. 

Table 9: Prudential Indicator: Proportion of Financing Costs to Net Revenue Stream  
 

 
2018/19 
forecast 

2019/20 
budget 

2020/21 
budget 

2021/22 
budget 

2022/23 

budget 

Financing costs (£m) 1.3 1.2 1.9 1.9 2.3 

Proportion of net 
revenue stream 

6.6% 6.1% 9.7% 9.3% 10.9% 

 
Further details on the revenue implications of capital expenditure are included within the Capital Programme 
Appendix G. 
 
Sustainability: Due to the very long-term nature of capital expenditure and financing, the revenue budget 
implications of expenditure incurred in the next few years may extend for up to 50 years into the future. The 
City Treasurer is satisfied that the proposed capital programme is prudent, affordable and sustainable. 
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7. Knowledge and Skills 
 
The Council employs professionally qualified and experienced staff in senior positions with responsibility for 
making capital expenditure, borrowing and investment decisions. For example, the City Treasurer is a qualified 
accountant with over 30 years’ of Local Government experience. The Council pays for accountancy staff to study 
towards relevant professional accountancy qualifications and the staff within the treasury team, whom are all 
qualified accountants, attend treasury seminars and workshops provided by CIPFA and other external service 
providers.  Training is provided to Councillors as part of the financial management training delivered by the 
Section 151 Officer and more detailed treasury management training to Councillors on the Audit Committee by 
treasury management advisors Arlingclose Limited. 

The Councils appoints external advisers and consultants that are specialists in their field. The Council currently 
employs Arlingclose Limited as treasury management advisers, Cushman & Wakefield as property consultants, 
Jonas Land LeSalle (JLL) as property consultants on a major City development scheme. This approach is more 
cost effective than employing such staff directly, and ensures that the Council has access to knowledge and skills 
commensurate with its risk appetite.  
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Appendix J 

Treasury Management Strategy, including the borrowing strategy 

Treasury Management Strategy 2019/20    

1. Introduction 

Treasury management is the management of the Council’s cash flows, borrowing and investments, and the 
associated risks. The Council has borrowed and invested substantial sums of money and is therefore exposed to 
financial risks including the loss of invested funds and the revenue effect of changing interest rates.  The 
successful identification, monitoring and control of financial risk are therefore central to the Council’s prudent 
financial management.  

Treasury risk management at the Council is conducted within the framework of the Chartered Institute of Public 
Finance and Accountancy’s Treasury Management in the Public Services: Code of Practice 2017 Edition (the 
CIPFA Code) which requires the Authority to approve a treasury management strategy before the start of each 
financial year. This report fulfils the Authority’s legal obligation under the Local Government Act 2003 to have 
regard to the CIPFA Code. 

Investments held for service purposes or for commercial profit are considered in a different report, the 
Investment Strategy (see Appendix K).  

This treasury strategy excludes the impact of the regeneration of the Harris Quarter Leisure Scheme until such 
time as the negotiations have been concluded.  However, the investment strategy will seek to ensure sufficient 
liquidity so that longer term investment balances are available to fund the scheme if required. 

 

2. Economic background 

The UK’s progress negotiating its exit from the European Union, together with its future trading arrangements, 
will continue to be a major influence on the Authority’s treasury management strategy for 2019/20. 

The Bank of England’s Monetary Policy Committee (MPC) voted unanimously for a rate rise of 0.25% in August, 
taking Bank Rate to 0.75%.  In December 2018 the MPC maintained Bank Rate at 0.75% while the Inflation Report 
showed that compared to the August report further interest rate increases may be required to bring inflation 
down to the 2% target over the forecast horizon. 

The rate of UK Consumer Price Inflation fell to 2.1% year-on-year in December due to falling petrol prices.    

While external inflationary pressures from energy costs and import prices are expected to subside, domestic 
pressures are projected to build over the forecast horizon with the balance of these effects likely to keep inflation 
above the Bank of England’s target throughout most of their forecast horizon, meaning that strong real income 
growth is unlikely to materialise any time soon.  

Interest rate forecast: Following the increase in Bank Rate to 0.75% in August 2018, the Authority’s treasury 
management adviser Arlingclose is forecasting two more 0.25% increases to take official UK interest rates to 
1.25% (see Table 1). 
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Table 1 Arlingclose Interest Rate Forecast 

Quarter 
Ending 

Bank 
Rate 

% 

Investment Rates Borrowing Rates 

3 month 
% 

1 year 

% 

5 year 

 % 

20 year 

 % 

50 year 

 % 

Mar 2019 0.75 0.90 1.20 1.75 2.50 2.45 

Jun 2019 0.75 0.90 1.20 1.75 2.55 2.50 

Sep 2019 0.75 0.95 1.25 1.80 2.60 2.55 

Dec 2019 1.00 1.20 1.50 2.05 2.80 2.75 

Mar 2020 1.00 1.25 1.60 2.10 2.85 2.80 

Jun 2020 1.25 1.35 1.75 2.25 3.00 2.95 

Sep 2020 1.25 1.40 1.75 2.25 3.00 2.95 

Dec 2020 1.25 1.40 1.70 2.20 3.00 2.95 

Mar 2021 1.25 1.40 1.70 2.20 3.00 2.95 

Jun 2021 1.25 1.40 1.70 2.20 3.00 2.95 

Sep 2021 1.25 1.40 1.70 2.20 3.00 2.95 

Dec 2021 1.25 1.40 1.70 2.20 3.00 2.95 

 

Gilt yields and long-term borrowing rates have remained at low levels.  Policymakers are unlikely to raise Bank 
Rate unless there is a Brexit withdrawal arrangement and the prospect of a transitionary period. Volatility arising 
from both economic and political events are likely to affect borrowing rates. 

 

3. Treasury Balances Forecast 

On 31st December 2018, the Authority held £17.3m of borrowing and £49.5m of investments. This is set out in 
further detail in Table 2.  
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Table 2 – Existing Investment & Debt Portfolio Position at 31.12.18 

 31.12.18 
Actual 

Portfolio 
£m 

External Borrowing:  
Public Works Loan Board 
Bank Loans 
Total External Borrowing 

6.9 
10.4 
17.3 

Treasury investments: 
Short Term 
Banks (unsecured) 
Local Authorities 
Money Market Funds 
Long Term 
Other pooled funds 
 - Cash Funds 
 - Bond Funds 
 

 
 

2.0 
20.0 
4.0 

 
 

20.0 
3.5 

Total Treasury Investments 49.5 

Net Borrowing / (Lending)  (32.2) 

 

Forecast changes in these sums are shown in the balance sheet analysis in Table 3. 
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Table 3 Treasury Balances Forecast 
 

 31.03.19 
Forecast  

£m 

31.03.20 
Forecast 

£m 

31.03.21 
Forecast 

£m 

31.03.22 
Forecast 

£m 

Notes 

Capital Financing 
Requirement (CFR) 

20.7 25.9 26.2 27.8 1 

Less: Long Term Borrowing 
already taken 

(17.3) (12.3) (12.3) (12.3) 2 

Cumulative Borrowing 
Requirement 

3.4 13.6 13.9 15.5 3 

      

Usable Reserves and 
Provisions at 31st March 

34.8 31.9 29.4 28.4 4 

Working Capital  10.9 (1.9) (1.9) (1.9) 5 

Less: Internal Borrowing (3.4) (13.6) (13.9) (15.5) 6 

Cash available for 
Investment 

42.3 16.4 13.6 11.0 7 

 
Notes to Table 3 

1. The CFR is the amount the Authority needs to borrow for a capital purpose.   The CFR increases when 
Prudential Borrowing is used to finance the capital programme.   The Authority’s capital 
expenditure plans are the key driver of treasury management activity and are summarised in the Capital 
Strategy Report.   

2.   This is the amount of debt that the Authority has already borrowed.  The Council is due to repay £5m of 
Public Works Loan Board debt in 2019/20 so in this year debt reduces from £17.3m to £12.3m.  

3.   This is the cumulative amount of new borrowing that is required to finance the Capital Programme.  The 
timing of new borrowing will be determined by the profile of capital expenditure and the availability of 
Internal Borrowing (Note 7). 

4.  This line represents the amount of usable reserves, balances and provisions which are available as cash. 
The forecast changes to the amount of usable reserves and provisions are determined by the drawdown 
of reserves, balances and provisions as estimated in the Financial Forecast Update 2018/19 to 2022/23 
and the Capital Programme. 

5. Working Capital is a temporary surplus in day to day cash.  The current balance represents an estimate 
of cash held at 31st March 2019 pending the outcome of NNDR appeals and cash held on behalf of the 
Collection Fund (being Preston City Council, the County Council, the Police Authority and the Fire 
Authority).  The working capital balance is forecast to be negative from 2019/20 onwards following the 
Government’s proposal to hold centrally the Collection Fund appeals provision rather than being held 
separately by each billing authority. 
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6.  Internal Borrowing occurs when the Authority uses its own cash resources to finance capital expenditure 
rather than new external borrowing.  This is a prudent approach when investment returns are low.  The 
amounts shown are the cumulative amount of borrowing required for each year.  Over the life of this 
forecast, the total amount of internal borrowing is £15.5m.   

7.   This is the forecast amount of cash available for investment after allowing for the funding of Internal 
Borrowing. 

 
The underlying need to borrow for capital purposes is measured by the Capital Financing Requirement (CFR), 
while usable reserves and working capital are the underlying resources available for investment.  The Authority’s 
current strategy is to maintain borrowing and investments below their underlying levels, sometimes known as 
internal borrowing.  

The Authority has an increasing CFR due to the capital programme.  The cash available for investing is declining 
as reserves are drawn down, working capital is depleted and internal borrowing is used to fund the Capital 
Programme. 

CIPFA’s Prudential Code for Capital Finance in Local Authorities recommends that the Authority’s total debt 
should be lower than its highest forecast CFR over the next three years.  Table 3 shows that the Authority expects 
to comply with this recommendation during 2019/20.   

The budget for investment income in 2019/20 is £0.43m at an average interest rate of 1.5% and the budget for 
debt interest paid in 2019/20 is £0.75m based on an average debt portfolio of £15.6m at an average interest 
rate of 4.7%.  If actual levels of investments and borrowing, or actual interest rates, differ from those forecast, 
performance against budget will be correspondingly different.  

4. Borrowing Strategy 

The Authority currently holds £17.3m of loans as part of its strategy for funding previous years’ capital 
programmes. The Treasury Balances Forecast in Table 3 shows that the Authority does not expect to need to 
borrow in 2019/20.  The Authority may however borrow to pre-fund future years’ requirements, providing this 
does not exceed the authorised limit for borrowing of £28.9m. 

Objectives: The Authority’s chief objective when borrowing money is to strike an appropriately low risk balance 
between securing low interest costs and achieving certainty of those costs over the period for which funds are 
required.  The flexibility to renegotiate loans in the event that the Council’s long-term plans change is a 
secondary objective. 

Strategy: Given the significant cuts to public expenditure and in particular to local government funding, the 
Council’s borrowing strategy continues to address the key issue of affordability. With short-term interest rates 
currently much lower than long-term rates, it is likely to be more cost effective in the short-term to either use 
internal resources, or to borrow short-term loans instead.   

By doing so, the Council is able to reduce borrowing costs and reduce overall treasury risk. The benefits of 
internal borrowing will be monitored regularly and this strategy will be reviewed if the outlook for borrowing 
rates indicates a significant risk of a rise in borrowing rates, with the outcome that external loans may be taken 
whilst borrowing rates are relatively cheap.  The Council may borrow short-term to cover unexpected cash flow 
movements. 
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The Council is legally obliged to set an affordable borrowing limit (also termed the authorised limit for external 
debt) each year. In line with statutory guidance, a lower “operational boundary” is also set as a warning level 
should debt approach the limit. 

Table 4  Prudential Indicators: Authorised limit and Operational Boundary for External 
Debt  
 

 2018/19 
Limit 

£m 

2019/20 
Limit 

£m 

2020/21 
Limit 

£m 

2021/22 
Limit 

£m 

Authorised Limit – maximum external 
debt 

28.9 28.9 

 

23.9 23.9 

Operational Boundary – total 
external debt 

19.3 19.3 14.3 14.3 

 

The borrowing limits reduce in 2020/21 following the repayment of £5m of PWLB debt in 2019/20. 

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

• Public Works Loan Board (PWLB) and any successor body 
• Any institution approved for investments (see below) 
• Any other bank or building society authorised to operate in the UK 
• Any other UK public sector body 
• UK public and private sector pension funds (except Lancashire County Pension Fund as it is the Council’s 

own pension fund) 
• Capital market bond investors 
• UK Municipal Bonds Agency plc and other special purpose companies created to enable local authority 

bond issues 
 

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

• Leasing 
• Hire purchase 
• Sale and leaseback and similar arrangements 

All decisions on borrowing will be reported to the Cabinet Member for Resources in the Quarterly Treasury 
Management Report. 

5. Investment Strategy 

The Council holds significant invested funds, representing income received in advance of expenditure, monies 
held on behalf of the Collection Fund (Lancashire County Council, the Police and Crime Commissioner for 
Lancashire and Lancashire Combined Fire Authority) plus balances and reserves held.  

Objectives: The CIPFA Code requires the Authority to invest its funds prudently, and to have regard to the 
security and liquidity of its investments before seeking the highest rate of return, or yield. The Authority’s 
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objective when investing money is to strike an appropriate balance between risk and return, minimising the risk 
of incurring losses from defaults and the risk of receiving unsuitably low investment income.  

Strategy: Whilst the Council explores the regeneration strategy for the Harris Quarter, the Council will continue 
to adopt a prudent approach to investment management to ensure that cash balances are readily available to 
fund the Harris Quarter Leisure scheme.   

Approved counterparties: The Authority may invest its surplus funds with any of the counterparty types in Table 
5 below, subject to the cash limits (per counterparty) and the time limits shown. 

Table 5: Approved investment counterparties and limits 

This table must be read in conjunction with the notes below. 

Notes to Table 5 

1.   Credit rating: Investment limits are set by reference to the lowest published long-term credit rating from 
a selection of external rating agencies. However, investment decisions are never made solely based on 
credit ratings, and all other relevant factors including external advice will be taken into account. 

Investment Type / Minimum Credit 
Rating (Note 1) 

Banks Unsecured 
(Note 2) 

Banks Secured 
(Note 3) 

Government 
(Note 4) 

UK Government n/a n/a 
£ Unlimited 

5 years 

National Governments Rated A- n/a n/a 
£3m each for 5 

years 

UK Treasury Bills n/a n/a 
£13m in Total for 

6 months 

UK Local Authorities n/a n/a 
£5m each for 1 

year  

Investment Rated A- 
£2m each for 6 

months 
£4m each for 1 year 

n/a 

UK Unrated Building Societies (Note 5) £1m each (maximum of £2m) for 3 months 

Money Market Funds (Note 6) £2m per Fund (£16m in Total) 

Cash Plus Funds (Note 6) £6m per Fund (£20m in Total) 

Bond Funds (Note 6) £5m in Total 

Multi Asset Funds (Note 7) £5m per Fund (£10m in Total) 

Property Funds (Note 7) £5m in Total 

Registered Providers (Preston area) 
(Note 8) 

£5m in Total for 5 years  

Any other organisation (Note 9) £100k each for 5 years 
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2.   Banks unsecured: Includes accounts, deposits, certificates of deposit and unsecured bonds with banks 
and building societies. These investments are subject to the risk of credit loss via a bail-in should the 
regulator determine that the bank is failing or likely to fail. See below for arrangements relating to 
operational bank accounts. 

3.  Banks secured: Includes covered bonds, reverse repurchase agreements and other collateralised 
arrangements with banks and building societies. These investments are secured on the bank’s assets, 
which limits the potential losses in the unlikely event of insolvency, and means that they are exempt 
from bail-in. Where there is no investment specific credit rating, but the collateral upon which the 
investment is secured has a credit rating, the higher of the collateral credit rating and the counterparty 
credit rating will be used to determine cash and time limits. 

4.  Government: Includes loans, bonds and bills issued or guaranteed by national governments, regional 
and local authorities and multilateral development banks. These investments are not subject to bail-in, 
and there is generally a lower risk of insolvency. Investments with the UK Central Government may be 
made in unlimited amounts as a contingency in the event of a financial crisis.  

5.   Building Societies: The Building Societies regulatory framework and insolvency regime means that in the 
unlikely event of a Building Society liquidation, the Authority’s deposits would be paid out in preference 
to retail depositors.  Most Building Societies do not have a credit rating, therefore, a credit analysis will 
be undertaken by Treasury Advisor’s Arlingclose which will determine a preferred list of Building 
Societies with whom to invest. 

6.   Pooled Funds: These Funds are shares in diversified investment vehicles which invest in any of the 
investment types above (Notes 2 to 4), plus equity shares and property.  These funds provide wide 
diversification, together with the services of a professional Fund Manager.  The Money Market Funds 
offer same-day liquidity and very low volatility and are used as an alternative to instant access bank 
accounts.  The Cash Plus and Bond Funds may be used for investments for a longer period and the value 
of these investments may change in line with market prices but offer enhanced returns over the longer 
term.  These funds have no defined maturity date but are available for withdrawal after a short notice 
period. 

7.   Multi-Asset and Property Funds: Multi-Asset funds are similar to the funds outlined in Note 6 and invest 
in a combination of cash, bonds, equity and property to diversify risk and enhance return.  These funds 
will only be introduced and used following a review of the risks and rewards which would be first 
reported to the Cabinet Member of Resources.  Property funds offer enhanced returns over the longer 
term, but are more volatile in the short term.  These allow the Council to diversify into asset classes 
other than cash without the need to own and manage the underlying investments. These funds have no 
defined maturity date, but are more suitable to a minimum investment period of at least three to five 
years.   

8.   Registered providers: These are longer term loans or bonds that are secured or guaranteed on the assets 
of Registered Providers of Social Housing.  These bodies are highly regulated by the Homes and 
Communities Agency and are likely to receive government support if needed. 

9.   Other organisation: This is subject to an external credit assessment and specific advice from the 
Council’s treasury management adviser. 

10.   Foreign Countries: Investments with institutions domiciled in foreign countries rated AA+ or higher will 
be limited to £2m per foreign country.  This limit does not apply to Pooled Funds as these funds spread 
their investments over many countries in order to reduce risk. 
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11.  Operational bank accounts: The Council’s own bank account which is used for all of the Council’s 
operational activities will have a minimum credit rating of BBB- and assets greater than £25 billion.  The 
Bank of England has stated that in the event of failure, banks with assets greater than £25 billion are 
more likely to be bailed-in than made insolvent, increasing the chance of the Council maintaining 
operational continuity.  The balances in the Council’s own bank account will ideally be kept below £1m.  
Due to cash flow fluctuations this limit may be exceeded on occasion and if the limit is exceeded for 
more than three working days the Section 151 Officer will review. 

12.  Risk assessment and credit ratings: Credit ratings are obtained and monitored by the Council’s treasury 
advisers, who will notify changes in ratings as they occur.  Where a credit rating agency announces that 
a counterparty of the Council is on review for a possible credit rating downgrade (so that it may fall 
below the approved rating criteria), then only investments that can be withdrawn on the next working 
day will be made until the outcome of the review is announced.  This policy will not apply to credit rating 
‘negative outlooks’ which indicate a long-term trend rather than an imminent change of credit rating. 

13.  Other information on the security of investments: Credit ratings are not the only predictors of 
investment default.  Other information is also used to assess the credit quality of counterparties.  This 
information includes credit default swap prices, financial statements, potential government support and 
reports in the financial press.  This information is analysed by the Council’s treasury advisors and no 
investments will be made with an organisation if there are doubts about its credit quality, even though 
it may meet the credit rating criteria. 

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

 
14.  Liquidity management: The Council uses a detailed daily cash flow forecast to determine the maximum 
period for which funds may prudently be committed.  The forecast is compiled on a prudent basis to minimise 
the risk of the Council being forced to borrow on unfavourable terms to meet its financial commitments. Limits 
on long-term investments are set by reference to the Council’s medium-term financial plan and cash flow 
forecast. 

 

6. Treasury Management Indicators 

The Authority measures and manages its exposures to treasury management risks using the following indicators. 

Maturity structure of borrowing: This indicator is set to control the Authority’s exposure to refinancing risk. The 
upper and lower limits on the maturity structure of borrowing will be: 
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Table 6  Maturity Structure of Debt 

 Lower Limit Upper Limit 

Under 12 months 0% 40% 

12 months to 2 years 0% 50% 

2 years to 5 years 0% 50% 

5 years to 10 years  0% 60% 

10 years and above 0% 100% 

 

No lower limit is set in order to allow flexibility when managing the debt portfolio in the current economic 
conditions.   

 
Table 7  Limits for Investments over 364 Days 

Principal sums invested for periods longer than a year: This limit is set to ensure adequate liquidity of 
investments and is the maximum amount of funds the Council will invest longer term. 
 

 2019/20 2020/21 2021/22 

Limit for investments over 364 days  £6.8m £5.5m £4.0m 
 

• Security – the exposure to credit risk is monitored by measuring the average credit rating of its investment 
portfolio with a target rating of A-. 
 

• Liquidity – the Authority will manage its cashflow so as not to go overdrawn.   
 

• Yield – the benchmark for returns on investments is the 7 day LIBID (London InterBank Bid Rate).  Actual 
investment returns are monitored against budget. 

 

There are a number of additional items that the Council is obliged to include in the Treasury Management 
Strategy.  These are: 

• Policy on use of financial derivatives – the Council will only use financial derivatives (such as swaps, 
forwards, futures and options) where it can be clearly demonstrated to reduce the level of financial risks 
that the Council is exposed to.  Embedded derivatives, including those present in pooled funds and 
forward starting transactions, will not be subject to this policy, although the risks they present will be 
managed in line with the overall treasury risk management strategy. 

Other Options Considered 

The CIPFA Code does not prescribe any particular treasury management strategy for local authorities to adopt. 
The Section 151 Officer, having consulted the Cabinet Member for Resources, believes that the above strategy 
represents an appropriate balance between risk management and cost effectiveness.  Some alternative 
strategies, with their financial and risk management implications, are listed below. 
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Alternative Impact on income and 

expenditure 
Impact on risk management 

Invest in a narrower range of 
counterparties and/or for 
shorter times 

Interest income will be lower Lower chance of losses from 
credit related defaults, but any 
such losses may be greater 

Invest in a wider range of 
counterparties and/or for 
longer times 

Interest income will be higher Increased risk of losses from 
defaults and reduced liquidity 

Borrow additional sums at long-
term fixed interest rates 

Debt interest costs will rise; this 
is unlikely to be offset by higher 
investment income 

Higher investment balance 
leading to a higher impact in 
the event of a default; however 
long-term interest costs may be 
more certain 

Borrow short-term or variable 
loans instead of long-term fixed 
rates 

Debt interest costs will initially 
be lower 

Increases in debt interest costs 
will be broadly offset by rising 
investment income in the 
medium term, but long-term 
costs may be less certain  

Reduce level of borrowing  Penalties for repaying debt 
early will significantly impact on 
Revenue budgets 

Long-term interest costs may 
be less certain 
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Appendix K 

The Investment Strategy, including investment indicators 

Investment Strategy 2019/20 

1. Introduction 

The Authority invests its money for three broad purposes: 

• because it has surplus cash as a result of its day-to-day activities, for example when income is received in 
advance of expenditure (known as treasury management investments), 

• to support local public services by lending to or buying shares in other organisations (service investments), and 
• to earn investment income (known as commercial investments where this is the main purpose). 

This investment strategy is a new report for 2019/20, meeting the requirements of statutory guidance issued by the 
government in January 2018, and focuses on the second and third of these categories. Treasury Management 
Investments  

The Authority typically receives its income in cash (e.g. from taxes and grants) before it pays for its expenditure in cash (e.g. 
through payroll and invoices). It also holds reserves for future expenditure and collects local taxes on behalf of other local 
authorities and central government. These activities, plus the timing of borrowing decisions, lead to a cash surplus which is 
invested in accordance with guidance from the Chartered Institute of Public Finance and Accountancy.  

The contribution that these investments make to the objectives of the Authority is to support effective treasury 
management activities.  

Full details of the Authority’s policies and its plan for 2019/20 for treasury management investments are covered in the 
treasury management strategy (see Appendix J). 

2. Commercial Investments 

The MHCLG defines property to be an investment if it is held primarily or partially to generate a profit. 

The Council does not currently hold or plan to hold any loans to or shares in other organisations that will provide a 
commercial investment return. 

The Council invests in land and property within its boundary with the intention of facilitating economic development and 
regeneration. These investment assets provide a financial return that produces a profit that is spent on local public services.  
The property portfolio has recently been subject to an external review by property consultants Cushman & Wakefield to 
optimise the return achieved and develop an action plan for developing a strategy for the disposal and acquisition of assets 
to continue to achieve financial returns.  
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Table 1: Property held for investment purposes in £ millions 

 
In accordance with government guidance, the Authority considers a property investment to be secure if its accounting 
valuation is at or higher than its purchase cost including taxes and transaction costs.  

A fair value assessment of the Authority’s investment property portfolio has been made within the past twelve months, 
and the underlying assets provide security for capital investment. Should the 2018/19 year end accounts preparation and 
audit process value these properties below their purchase cost, then an updated investment strategy will be presented to 
full council detailing the impact of the loss on the security of investments and any revenue consequences arising therefrom.  

The Authority assesses the risk of loss before entering into and whilst holding property investments by completing due 
diligence including full business cases and the use of expert external advisors, where necessary.   

Compared with other investment types, property is relatively difficult to sell and convert to cash (liquidity) at short notice, 
and can take a considerable period to sell in certain market conditions. The recent review undertaken by Cushman & 
Wakefield property consultants has examined and proposed a plan to maximise asset returns through a structured disposal 
plan to generate funds that may be re-invested in future investment opportunities.  

3. Proportionality  
 

The Authority aims to achieve profit generating investment activity to achieve a balanced revenue budget. Table 2 below 
shows the extent to which the expenditure planned to meet the service delivery objectives and/or place making role of the 
Authority is dependent on achieving the expected net profit from investments over the lifecycle of the Medium Term 
Financial Plan. Should it fail to achieve the expected net profit, the Authority has a contingency plan of efficiency savings 
which it can call upon to continue providing the Council’s services.   

Table 2: Proportionality of Investments 
 

 

The proportion is the investment income divided by the gross service expenditure  

Actual

Purchase cost Gains or (losses) Value in accounts Gains or (losses) Value in accounts

£m £m £m £m £m
Agriculture land & 
Buildings

0.629 (0.009) 1.138 0.000 1.138

Ground Leases 18.127 0.043 30.405 0.000 30.405

Industrial Land & 
Property

4.095 (1.288) 4.504 1.286 5.790

Retail Property 1.172 (0.002) 1.828 0.000 1.828
Other Land & 
Buildings

1.477 (0.005) 1.053 0.000 1.053

TOTAL 25.500 (1.261) 38.928 1.286 40.214

Property
31.3.2018 actual 31.3.2019 expected

2017/18 Actual 2018/19 Forecast 2019/20 Budget

£m £m £m
Gross service 
expenditure

                  40.769                   38.027                   39.693 

Investment 
Income

                    2.825                     2.814                     2.892 

Proportion 6.93% 7.40% 7.29%
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4. Capacity, Skills and Culture 

The Council employs professionally qualified and experienced staff in senior positions with responsibility for 
making capital expenditure, borrowing and investment decisions. For example, the City Treasurer is a qualified 
accountant with over 30 years’ of Local Government experience. The Council pays for accountancy staff to study 
towards relevant professional accountancy qualifications and the staff within the treasury team, whom are all 
qualified accountants, attend treasury seminars and workshops provided by CIPFA and other external service 
providers.  Training is provided to Councillors as part of the financial management training delivered by the 
Section 151 Officer and more detailed treasury management training to Councillors on the Audit Committee by 
treasury management advisors Arlingclose Limited. 

The Councils appoints external advisers and consultants that are specialists in their field. The Council currently 
employs Arlingclose Limited as treasury management advisers, Cushman & Wakefield as property consultants, 
Jonas Land LeSalle (JLL) as property consultants on a major City development scheme. This approach is more 
cost effective than employing such staff directly, and ensures that the Council has access to knowledge and skills 
commensurate with its risk appetite.  

5. Commercial deals 

The Council undertakes business case analysis of potential investments which are considered at Corporate Management 
team and elected member budget working groups to consider future developments and income streams that would reduce 
the current financial pressures on the authority.  

The Council appointed Cushman & Wakefield to undertake a strategic review of the Council’s investment portfolio. The 
focus of the review was to establish the extent to which the Council is getting value for money from the investment property 
assets it holds and whether its Property Services function is delivering value for money in its’ management.  

In recent years the Council has not acquired any properties for the sole gain of generating a profit or return to contribute 
to net service costs.  

The Cushman & Wakefield report identified an Action Plan that is currently in the process of being adopted. This action plan 
sets a direction of travel towards a more commercial approach in  the Councils asset management incorporating holding 
fewer, higher return assets; the reuse of capital receipts from asset disposals for future investment; identifying 
opportunities to grow the portfolio through investments in the Preston area and diversification of the portfolio to achieve 
performance and reduce risk.    

Corporate Governance arrangements ensure that all decisions on Commercial investments are made in line with the criteria 
and limits approved by Council in line with Financial Regulations and the Constitution.  

6. Funding of Investments 
 

Capital expenditure on investment properties is typically funded through prudential borrowing which is incorporated into 
the five year capital programme. In recent years the Council has undertaken a roof replacement programme on its Roman 
Way industrial units at an estimated cost of £1.2m to preserve the life span of the assets and secure the rental income it 
receives.   
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Table 3: Investments in Property funded by borrowing in £millions  
 

 

7. Returns on Investment 

This indicator shows the investment income received less the associated costs, including the cost of borrowing where 
appropriate, as a proportion of the sum initially invested. Note that due to the complex local government accounting 
framework, not all recorded gains and losses affect the revenue account in the year they are incurred.  

Table 4: Investment rate of return (net of all costs) 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

Investments 
funded by 
borrowing

31.03.2018 
Actual

31.03.2019 
Forecast

31.03.2020 
Forecast

£m £m £m
Investment 
Property

0.769 0.364 0.09

Investments net 
rate of return

2017/18 Actual 2018/19 Forecast 2019/20 Forecast

Investment 
Property

5.69% 5.35% 5.37%
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Appendix L 

The Minimum Revenue Provision (MRP) Statement 

Statement of Policy on the Minimum Revenue Provision  
 
1. Introduction 
 
1.1 When capital expenditure is financed by debt, the Council must put aside resources to repay that debt 

in later years.  The amount charged to the revenue budget for the repayment of debt is known as the 
Minimum Revenue Provision (MRP).  The MRP charge is the means by which capital expenditure which 
has been funded by borrowing is paid for by council tax payers. 

 
1.2 Until 2007/08, the basis of the calculation for the MRP was specified in legislation.  However, from 

2007/08 onwards the statutory requirement is simply for local authorities to make a prudent level of 
provision, and the government has instead issued statutory guidance, which local authorities are 
required to ‘have regard to’ when setting a prudent level of MRP.  The guidance gives local authorities 
more freedom to determine what would be a prudent level of MRP. 

 
1.3 The statutory guidance recommends that local authorities draw up a statement of their policy on the 

MRP, for approval by full council in advance of the year to which it applies.   
 
2. MRP Policy 
 
2.1 Capital expenditure incurred before 1st April 2008 – MRP will be charged in equal instalments over a 50 

year asset life.  The 50 year repayment period is considered a reasonable average assumption for the 
lives of the assets funded by this expenditure.  

  
2.2 Capital expenditure incurred after 31st March 2008 – the Council will charge MRP based on the expected 

life of the asset in equal annual instalments.  This method may be reviewed in the future and the option 
to charge MRP based on an annuity asset life method may be taken if it is deemed to be prudent. 

 
2.3 For capital expenditure loans to third parties eg. Investment Strategy Fund in the Capital Programme, 

no MRP will be charged but the capital receipts generated by the annual repayments on the loans will 
be put aside to repay debt instead.  In years where there is no principal repayment, MRP will be charged 
in accordance with the MRP policy for the assets funded by the loan, including where appropriate, 
delaying MRP until the year after the assets become operational. 

 
2.4 Capital expenditure incurred during 2019/20 will not be subject to a MRP charge until 2020/21. 
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Appendix M 
Results of Budget Consultation 

 
The budget consultation is underway and results will be published for the meeting.  

Page 98


	Agenda
	3 Minutes
	Minutes

	6 Achieving Preston's Priorities - Budget and Policy Proposals 2019/20
	APP 2019-20 Feb Council (003)


