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1  
 

What is the recommendation? 
 

1.1  The recommendations set out below, are made in the context of the Council 
continuing to offer key services despite cuts in resources and increased demand. 
Since 2010 the council has delivered in excess of £83.5m in cuts and lost 1,400 
jobs. The future challenge is to carry on delivering more, with minimal support from 
Government and in the face of continuing austerity.  
 

1.2  The recommendations in this report are based on the decisions set out in the three-
year Medium Term Financial Strategy agreed almost unanimously by the Borough 
Council 23 February 2017 and ratified by the majority of councillors on 9 March 
2018. 
 

1.3  The recommendation is that, in line with the previous decisions of the Council and 
taking into account the outcome of public consultation carried out between 
December 2018 and February 2019, Cabinet recommends to the Borough Council 
approval of the Medium Term Financial Strategy, which sets a balanced budget for 
the 2019/20 financial year, consisting of the following main components: 

 
• A balanced Medium Term Financial Strategy, incorporating the Shaping our 

Future 3 programme (Appendix 1) and other actions as previously agreed by 
the Borough Council on the 9 March 2018 as part of that strategy including: 

 
a) A 1.99% Council Tax increase for 2019/20 (Appendix 7); 

 
b) A 2.00% Adult Social Care Precept increase for 2019/20 (Appendix 7); 

 
• The setting of a General Reserve position of £5.098 million and the utilisation 

of Council earmarked reserves of £6.602 million as part of setting an overall 
balanced 2019/20 budget (Appendix 5); 

 
• The required Council Tax amounts and revenue allocations, applicable for 

the Borough of Redcar & Cleveland (Appendix 8); 
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• An affordable medium term Capital Investment programme, including a 
revised 2018/19 position (Appendix 10); 

  
• A Treasury Management Strategy that sets the authorised limit for external 

debt for 2019/20 at £271.049 million (Appendix 11), as supported by the 
Governance Committee; 
 

• A Minimum Revenue Provision policy for 2018/19 (revised) and 2019/20; 
(Appendix 11), as supported by the Governance Committee. 

 
2  What part of the Corporate Plan does this report deliver, and how?   

 
2.1  These proposals underpin delivery of all the Council’s services and are designed to 

ensure that appropriate financial resources are provided to fund delivery of the 
agreed Corporate Plan priorities. It is a statutory requirement for the Council to set a 
balanced budget on an annual basis and, by doing so, the authority ensures that it is 
able to meet its targets and commitments. 
 

2.2  The Medium Term Financial Strategy, and its supporting documents, may be 
approved only by the Borough Council, the legislation being clear that the decision 
cannot in any way be delegated. However, in line with the Council’s constitution and 
local government legislation, it is for Cabinet to propose a Medium Term Financial 
Strategy for the Borough Council to then consider for formal approval. 
 

3  Background to the Recommendations 
 

3.1  Ahead of Cabinet confirming its final budget proposals to the Borough Council, there 
is a requirement to publish draft proposals for public consultation. Accordingly, on 
11 December 2018, Cabinet considered such proposals and a draft Medium Term 
Financial Strategy (‘MTFS’) to be approved for that purpose.  
 

3.2  The proposals developed for consideration were based on the updated MTFS 
initially agreed by the Borough Council 23rd February 2017 and further ratified on the 
9th March 2018, covering a 3 year period to 2020. In approving the MTFS for that 
period, the Borough Council agreed to a number of key estimates and assumptions 
for 2019/20 which would underpin and form the basis for the current budget 
proposals. These key estimates and assumptions included: 
 

• A balanced year-end outturn for the Council’s 2018/19 revenue budget being 
achieved; 
 

• Provision and assumptions for the year 2019/20 as follows: 
 

- A Council Tax increase of 1.99%; 
 
- An Adult Social Care precept of 2.00%;  
 
- RPI Inflationary increases in Fees & Charges income; 

 
- Capital investment programme, that includes an additional investment of 

£8.000 million, as part of the Area Growth Plans 
 

3.3  There would be a very significant impact on our ability to set a balanced budget for 
the financial year 2019/20 year should these not now be achieved, especially given 
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the factors highlighted in the following sections of this report. 
 

3.4  The proposals considered by Cabinet in December 2018 focussed on proposing a 
revised balanced revenue budget for 2019/20, as a continuation of Shaping Our 
Future – our strategic approach to managing budget cuts and income growth which 
has successfully navigated us through a number of years of ongoing austerity.  The 
forthcoming financial year, 2019/20 is the third and final year of phase 3 of the 
Shaping our Future programme. 
 

3.5  As reported in December, the Council’s service and financial plans for 2019/20, 
revised and set in March 2018, have been further affected by national and local 
changes, not previously envisaged. The proposals at the time, therefore, included a 
re-profiled financial position in respect of the Shaping our Future programme (Phase 
3) due to funding changes and an increase in service-related pressures experienced 
during 2018/19 which are anticipated to continue in 2019/20. These changes were 
essentially in respect of Business Rate income and the cost of delivering services 
within the Children & Families directorate due to significant increased demand. 
 

3.6  Given this position, the draft budget proposals in December 2018 took into account 
and were based upon the assumptions set out in paragraph 3.2 above, but also 
needed address the following:  
 
Movements 
 

Reduction 
£’m 

Revenue Support Grant -4.091 
Service Investment – original pressures -1.833 
Shaping our Future – original reductions -3.096 

Sub Total – As approved by Council – February 2017 -9.020 

Service Investment – new pressures -4.640 
Shaping our Future – new reductions -1.800 

Sub Total – As proposed by Cabinet – December 2018 -6.440 

  
 
Total Movements 

 
-£15.460m 

 

3.7  The overall impact of this position was to effectively reduce the budget, prior to 
income offsets, the use of one off reserves and now the additional funding from the 
Chancellor of the Exchequers’ Budget 2018.  
 

3.8  Since then, unfortunately, additional changes have occurred which will have further 
adverse implications for the budget proposals for 2019/20 as follows: 
 

• An additional pay award budget requirement of circa £0.505 million more 
than originally forecast; 

 
• An additional requirement for £0.550 million for the risk of further pressures 

within Children & Families Services; 
 

• An additional requirement for £0.290 million for directorate realignment in 
Resources and Growth, Enterprise and Environment; 
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• Quantified Business Rates pressures of £1.205 million, following the 
completion and submission of the business rates return which has been 
offset by the receipt of a surplus levy payment. 

 
3.9  So, in setting the budget for 2019/20, we now need to find a further £2.550 million in 

addition to the £6.440 million forecast in December 2018 and which formed the 
basis of the proposals which Cabinet approved at that time for public consultation – 
an overall total of demand pressures and budget cuts of £18.010 million. 
 

3.10  Setting a Balanced Budget 
 
It is important to note that the revenue budget of the Council is complex and 
consists of a mixture of income streams, and expenditure requirements - both of 
which are generally based on some level of assumption and estimation. These 
amounts will naturally change, from one budget cycle to the next. 
 

3.11  Essentially, however, the revenue budget for 2019/20 is affected by three key 
factors: 
 
• Income & Funding;  
• Service Pressures and Investment; and  
• Shaping our Future 3 Redesign. 
 

3.12  The following paragraphs describe the position in terms of these factors and the 
issues that need to be considered and addressed in order to set a balanced budget 
for the forthcoming year. The factors for consideration also include the outcome of 
the public consultation which commenced in December 2018, full details of which 
are set out in section 6 and Appendix 12 of this report. 
 

3.13  Income & Funding  
 
Income and funding is derived from the Revenue Support Grant received from 
Government (on a reducing basis), together with fees & charges generated from 
services that we provide, Council Tax, the Adult Social Care Precept, and Business 
Rates.  
 

3.14  The Council has estimated and set itself a range of targets for growing this income, 
with this growth being a key component of the Shaping our Future Programme. 
Where we can grow the Council’s income, as well as bringing more cash into the 
Council and thereby helping to avoid the need for service cuts, the nature of the 
growth also supports the development of the Borough, by creating additional homes, 
businesses and jobs. 
 

3.15  In developing proposals for consultation in December the revised forecasted 
position in terms of income for 2019/20 was as per the following table, with further 
detail of the issues/variances in relation to each income stream in the paragraphs 
below: 
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3.16  Income Type 
 

2019/20 
Original £’m 

2019/20 
Revised £’m 

Variance 
£’m 

Revenue Support Grant 7.312 7.312 Nil 
Fees & Charges 18.966 18.966 Nil 
Council Tax 57.873 59.195 +1.322 
Adult Social Care Precept 4.513 4.496 -0.017 
Business Rates 37.063 33.276 -3.787 
 
Total 

 
125.727 

 
123.245 

 
-2.482 

 

3.17  Revenue Support Grant – the 2019/20 financial year is the last year of four in which 
the grant from Government is known. The funding is due to reduce by £4.091 million 
from the 2018/19 allocation and has already been built into our financial plans. This 
position has not changed. The final Local Government Finance Settlement, 
confirmed on the 29 January 2019, saw no change to provisional amounts as 
announced in December by MHCLG. Appendix 2 provides a summary of these 
amounts and analysis of the impact of the Local Government Financial Settlement 
for 2019/20.   
 

3.18  Fees & Charges - we have already agreed our fees and charges strategy and price 
levels for 2019/20 which will increase income by £0.525 million, which is already 
factored into our income targets. Again, this position has not changed. 
 

3.19  Council Tax – this has grown during 2018/19 and is expected to continue to grow 
during 2019/20. In basic terms, we are estimating more Council Tax income than 
originally envisaged because more houses (454.0 Band D equivalent properties) 
have been built, and we have become better at collecting Council Tax in the year 
that it is actually due. 
 

3.20  The addition to growth in Council Tax suggests that our overall financial strategy 
and economic growth strategy to create a sustainable future for the Council is 
moving in the right direction. It should be noted, however, that we have also been 
able to support the most vulnerable in our communities by providing opportunities 
for residents to reduce their overall Council Tax charge. The analysis has shown 
that are more band D equivalent exempt dwellings, due to increases in student 
exemptions and/or persons medically diagnosed with mental health related 
conditions.  
 

3.21  With the overall collection figures being up by circa. £0.778 million, we have further 
reviewed our provision for bad debt and reduced the amount we hold by £0.762 
million which benefits the Council budget in 2019/20. This is marginally offset by a 
drop in anticipated growth of -£0.219 million. Overall bad debt, pre 2018/19, as at 
31st January 2019 stands at £13.818 million.  However, these figures are based on 
the 1.99% Council Tax increase for 2019/20 previously agreed by Council within the 
MTFS. 
 

3.22  Adult Social Care Precept - this income is linked to the Council Tax base estimates 
and has reduced marginally, from that originally estimated in March 2018, as a 
result of the Band D equivalent estimate now being calculated as 454.0, rather than 
the initial 603.0 Band D equivalent estimate for 2019/20. 
 

3.23  Business Rates – unfortunately, any increase in Council Tax has been 
overshadowed and more than cancelled out by a reduction in anticipated Business 
Rates income. As well as forecasted income reducing in this area, we have also 
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been forced by the Government to repay a large sum of Business Rates (£2.638 
million) due in respect of GDF Suez as a result of an appeal, despite the fact that we 
have never received this sum in the first place. This issue and our efforts to 
challenge government on the repayment have previously been reported to 
Members. 
 

3.24  The Council have submitted the 2019/20 Business rates estimate return to 
Government and have incorporated the worsening position that we anticipate for 
business rates during 2019/20.  
 

3.25  A major factor, outside of the Council’s control is BREXIT and the decisions that this 
change and uncertainty is causing amongst both current and potentially future 
businesses is a risk. The Council is and will be more so, heavily reliant on its 
Business Rate income, (as a result of the proposed changes to business rate 
funding and hence greater reliance on this potentially volatile income yield from 
business rates instead of the current Government grants), which forms a major 
funding source of the Council’s overall budget – it is key that decisions on Business 
Rate growth factor large in our financial planning arrangements. 
 

3.26  Service Pressures and Investment 
 
Whilst 2018/19 has seen various pressures increase across a range of services, it is 
the Children & Families Services Directorate which has suffered the most significant 
increases in the level of demand. It appears these additional demands will continue 
into 2019/20. Appendix 3, details these and other 2019/20 service pressures and 
investments. 
 

3.27  In light of these increased levels of demand, the Children & Families budget 
pressure was estimated in December to be £4.640 million, from a combination of 
education and Children’s Social work safeguarding. This followed an unprecedented 
level of service demand both nationally and locally, which exceeded all 
expectations. Since that time the forecast position has been revised to ensure that 
provision for this area is adequate, and now includes a need to set aside additional 
funds of £0.550 million – a total increase of £5.190 million 
 

3.28  Shaping our Future Redesign 
 
The SOF3 review of Children & Families (0-25 Integrated Services) was due to 
deliver £52,000 in 2019/20. Whilst the actions intended to deliver this reduction were 
implemented in full and we successfully increased the number of in-house foster 
carers, the pressures of more children in need of services has continued to grow 
well above expectations. This has made it necessary to continue with our efforts to 
recruit yet more foster carers and, also, an urgent requirement to divert resources to 
areas of most need.  
 

3.29  In addition, the Public Health grant is reducing by circa. £0.304 million in 2019/20. A 
financial analysis of the Shaping our Future 3 programme is detailed in Appendix 4. 
 

3.30  Solutions and Budget Proposals 
 
It should be noted that the proposals within this report are made within the context 
of the Council already delivering in excess of £83.5 million of cuts since 2010, 
including the associated loss of circa 1,400 jobs because of ongoing austerity.  
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3.31  These reductions have been managed via the Council’s Shaping Our Future 
Programme which, as indicated previously, for 2019/20 will be in the final year of its 
third phase. The future challenge to cope with further cuts and minimal financial 
support from Government will be difficult and, given the pressures outlined above 
gives rise to particular difficulties for the forthcoming financial year. 
 

3.32  Securing a balanced budget in this context is dependent upon the actions identified 
within the December report and, also, upon recommendations set out in paragraph 
1.2 being approved. Appendix 1 details the summary revenue budget position for 
2019/20 and the next three financial years of the next Shaping our Future 
programme. 
 

3.33  The proposals in this report do not look beyond, the aim of setting a balanced 
budget for 2019/20. The future budget setting process will need to be the subject of 
planning for Shaping our Future Phase 4, which will need to cover the period April 
2020 through to March 2023. This phase of the programme and the setting of future 
budgets will require significant input from the new administration, very quickly after 
the May 2019 local elections. However, it is important to note now, that there are 
some major external factors that will have an impact on the budget for the Shaping 
our Future Phase 4 period. These factors are outlined later in the report. 
 

3.34  In developing proposals for 2019/20, the following paragraphs set proposed 
solutions for identified pressures to ensure that we are able to set a balanced 
budget as follows 
 

3.35  Income and Funding 
 
Our position in terms of Business Rates has triggered the payment of Business 
Rates Safety Net grant of £1.781 million in 2017/18. This funding has been held to 
offset the deficit that needs funding in 2019/20. In addition to the safety net grant, all 
local authorities have received a share of national Business Rates, previously top 
sliced from local government. The redistributed share for the Council is £0.544 
million, and this will also be utilised to address our Business Rate pressure.  
 

3.36  In summary, we have a deficit position on the Income & Funding building block of 
the budget of £2.482 million, which is of a one-off in nature. It is proposed that this 
be addressed via a similar one-off release of reserves as outlined later in this report. 
 

3.37  Service Pressures and Investment 
 
To address the pressure in Children & Families it is proposed that the additional 
funding, announced by Government for Adults & Children’s social care of £1.230 
million is allocated in full to the Children & Families directorate and that the specific 
Winter Pressures funding of £0.720 million for Adults is then allocated in full to the 
Adults & Communities directorate, to assist the service in dealing with future cost 
pressures. 
 

3.38  In addressing the 2018/19 financial position, cash from other directorate budgets 
has been identified amounting to £1.600 million.  This will be realigned to 
permanently fund the requirement in the Children & Families directorate. 
 

3.39  Additionally, as explained below, an additional £0.950 million recurring saving 
attributed to Corporate Allocations within Shaping Our Future 3 as result of the 
changes to the Minimum Revenue Provision and the repurchase of 2 of the 
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Council’s LOBO loans will used to support children’s services 
 

3.40  Taking into these actions into account the required balance of resources required to 
fund the adverse Children & Families position would be as follows: 
 

• £5.190 million Budget Pressure 
 

Less 
 

• -£1.230 million – Social Care Grant funding; 
• -£1.600 million – realignment of other directorate budgets; 
• -£0.950 million – Minimum Revenue Provision and LOBO re-purchase -  

increased reductions; 
• -£0.210 million – Release of corporate reserves in 2019/20, with a permanent 

solution required for later financial years. 
 

3.41  This leaves a balance of £1.200 million to find which, as indicated above, is to be 
secured by a change to Shaping our Future 3 target.  Funding released following a 
review of the Early Help Service will be reinvested into children’s safeguarding 
services so that we are able to comply with our statutory duties. 
 

3.42  Shaping Our Future Redesign 
 
As part of the solution to address the pressures within Children and Families 
Services, Shaping Our Future 3 has been reprofiled to include a review of Early 
Help services.  This is currently underway to identify circa £1.200 million of cost 
reductions which will be re-invested back into the directorate to provide additional 
resource in terms of safeguarding, refocussing services on supporting our most 
vulnerable children.  
 

3.43  Members have already agreed to revise the Council’s Minimum Revenue Provision 
and the rescheduling of LOBO loans which will lead to an increased saving of 
£0.950 million which will be allocated as an additional savings target for Corporate 
Allocations within Shaping Our Future 3. 
 

3.44  Residual Pressures and use of Reserves 
 
This position means that, as well as taking the proposed actions outlined above and 
delivering the agreed MTFP previously agreed by the Borough Council, in order to 
achieve a balanced budget without making significant services cuts, it will be 
necessary in 2019/20 to implement a one-off use of reserves. In doing so, it will be 
vital that we then ensure ongoing commitments are resourced on a permanent basis 
going forward. It should be noted that this type of use of reserves is not at all 
sustainable and is proposed only based on the assumption that the increases to 
Council Tax and the Adult Social Care Precept are approved and implemented as 
per the agreed MTFP.  
 

3.45  Reserve Strategy  
 
General Reserve balances provide both a degree of flexibility and financial 
protection against adverse variations in assumptions, shortfall in delivery of plans 
and unforeseen events. It is critical that the level of general reserves is determined 
and informed by the quantification of risks. However, in setting the Council budget 
an evaluation of all available funds to support the delivery of front-line services has 
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been undertaken. In recognition of these risks the level of general balances for 
2019/20 has been set at £5.098 million, which represents a 5.0% floor provision, 
which is marginally more than the risk assessed level for reserves. Appendix 5 sets 
out the risked assessed reserves across the medium term. 
 

3.46  In addition to general reserve balances, the Council holds earmarked reserves that 
are designated for specific purposes. Details of the earmarked reserves position is 
reported quarterly through the Council’s regular financial position reports. It is 
estimated that the balance on earmarked reserves, as at 31st March 2019, excluding 
school balances will be circa. £21.254 million. This includes the funding for the 
Business Rates safety net grant and levy that has been highlighted previously. 
 

3.47  The original 2019/20 budget utilised £3.154 million of specific earmarked reserves in 
order to establish a balanced budget for the year. This allocation was amended and 
set aside in 2018/19 for this specific purpose. The refreshed 2019/20 financial 
position, after recognising the additional income and service investments, alongside 
the movements in the original Shaping our Future programme, now requires a 
further use of £3.448 million of specific reserves in order to set an overall balanced 
budget for 2019/20.  
 

3.48  A summary table of the revenue budget position is set out in Appendix 1, which 
identifies a balanced revenue budget position for 2019/20 following the use of 
£6.602 million reserves. The reserves used in this budget setting process will not be 
subject to replacement. 
 

3.49  Use of reserves in this way can only be a very temporary arrangement and there is 
an imperative to identify a permanent solution in future years. Ongoing use of 
reserves in this way clearly cannot be sustained.  
 

3.50  Impact of the Proposals on Shaping Our Future phase 4 – Horizon Scanning 
 
2019/20 marks the end of Shaping our Future 3, and a top priority for the new 
administration after the elections in May 2019 will be to address Shaping our Future 
4 challenges. Current estimates are that for the three-year period to March 2023, we 
will have to find a further £34.241 million in reductions, prior to any increases in 
Council Tax and the Adult Social Care Precept. 
 

3.51  It must be emphasised that this figure is based on all of the assumptions listed 
above being continued as part of our on-going strategy and any deviation from this 
position will result in changes to the Shaping our Future 4 target. For example, a 
1.0% reduction in the proposed Council Tax increase for 2019/20, would reduce 
income by a £6.701 million over the next 10 financial years. 
 

3.52  Aside from local factors, some of the factors we will need to address going forward 
are:  
 

• 4-year funding approval we have with Government comes to an end in 
2019/20, with future resources for Local Government and the wider Public 
Sector, yet to be determined.  

• The direction of travel of the Government’s Spending Review 2019, and 
whether this timetable is still on track; 

• The outcome of the Brexit process and potential impact on the Government’s 
commitment to end austerity in 2019/20; 

• The outcome of the Government’s Fair Funding Review and whether the 
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outcome can be implemented without destabilising the Local Government 
sector; 

• The impact of the Adult Social Care Green Paper, which could have 
significant implications for the funding of care and the interface with the NHS, 
going forward. 

 
3.53  We have looked to model the indicative medium term financial position for future 

years and have been working with a range of sector bodies, who have used the 
various consultations and Government statements to model what the Council 
income may be from the Fair Funding Review and the future Business Rate 
Retention model. Whilst these estimates will not doubt change as we get closer to 
the 2020/21 financial year, they are a good starting point to begin medium term 
financial planning in the Shaping our Future Phase 4 programme. (Appendix 1). 
 

4  Local Taxation 
 

4.1  This section of the report considers the detailed position in respect of income to be 
received from Local Taxation, which covers the following areas: 
 

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

Relevant considerations for each of these streams are set out below. 
 

4.2  Council Tax 
 
The budget for 2019/20 is based on a proposed Council Tax increase of 1.99% per 
annum, which creates a Council Band D equivalent amount for 2019/20 of 
£1,462.95 per annum. This Band D equivalent is the amount prior to the application 
of any eligible discounts and/or exemptions on a householder’s bill. 
 

4.3  The Council’s income generated through Council Tax will be £59.194 million in 
2019/20 and equates to 58.1% (was 52.76% in 2018/19) of the Council’s net 
revenue budget requirement of £101.953 million, and/or 21.21% (was 18.80% in 
2018/19) of the total Council income of £279.044 million. This demonstrates the fact 
that the Council is increasingly reliant on Council Tax as a funding source for 
delivering services.   
 

4.4  Appendix 6 details the Council Tax position for the forthcoming three year period, 
with 2019/20 assuming a Council Tax increase of 1.99%, and a 0.00% increase in 
the three financial years thereafter, for current financial planning purposes, as each 
year, Council will need to agree the level for Council Tax.  
 

4.5  The proposed 1.99% Council Tax increase for 2019/20 equates to a band D 
equivalent additional sum per week for the following groups of payers: 
 

• Full Council Tax payer (100%)          – 58 pence per week; 
• Single person discount (75%)            – 44 pence per week; 
• Average discount payer (72%)           – 42 pence per week; 
• Council Tax Support payer (17.5%)   – 10 pence per week. 
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4.6  The majority of our residents have properties that fall into Council Tax bands A to C 

(84.0%), and therefore the proposed 1.99% Council Tax increase is reduced for 
residents with properties in these bandings. The proposed charges would be as 
follows: (average discounts reduce these sums by a further circa 28.0%). 
 

• Band A – 6/9th of a Band D equivalent - £975.30 per annum or £18.76 per 
week; 

• Band B – 7/9th of a Band D equivalent - £1,137.85 per annum or £21.88 per 
week; 

• Band C – 8/9th of a Band D equivalent - £1,300.40 per annum or £25.01 per 
week. 

 
n.b. - The impact of parish precepts would add to these sums in areas which are 
served by a parish council.   
 

4.7  On a Tees Valley comparison, we have the second lowest Council Tax charge, with 
Hartlepool, Middlesbrough and Stockton all being higher. Two of the four other Tees 
Valley Local Authorities are due to increase their Council Tax by 2.99%, with the 
other two increasing its Council Tax by 2.90%. 
 

4.8  The Council is required by the Local Government Finance Act 1992, as amended by 
the Localism Act 2011, to set a level of Council Tax for the forthcoming 2019/20 
financial year by 11 March 2019. The calculation of the level of Council Tax for 
2019/20, (Appendix 7) is in accordance with these statutory requirements and does 
not breach the up to 3.00% threshold set by MHCLG, which would then require the 
Council to hold a referendum on the proposals. 
 

4.9  Adult Social Care Precept 
 
The 2019/20 Budget is based on a 2.00% a rise in the precept relating to the 
funding of Adult Social Care. The Government, following the introduction of the 
Adult Social Care Precept in 2016/17, allowed all relevant Local Authorities to raise 
this local tax by 6.00% in total, over the three years to March 2020, with no 
individual year, having to bear an increase of more than 3.00%. The majority of local 
authorities decided to front load the increase and have two lots of 3.00% increase in 
the first two years of three and hence have a NIL increase in 2019/20. Redcar & 
Cleveland recognised that the pressures on Adults services would be a constant 
over the full three financial years and hence has set an annual increase of just 
2.00% per annum. 
   

4.10  In Redcar and Cleveland there is an estimated population of 136,005, with 22% or 
29,967 people aged over 65. This percentage is expected to increase to 27% or 
36,450 by 2030.  Adult Social Care also support adults with a disability, there are 
estimated to be almost 2,000 adults in the Borough with a learning disability, 2,000 
adults with a severe physical disability and 13,000 adults with a common mental 
health disorder. Providing support to this increasing population so that they can live 
safe and dignified lives in our community will place significant pressures on the long 
term budgetary position of the Council. (Source: ONS Mid-2017 estimates) 
 
 

4.11  Through this funding to Adult Services the Council currently undertakes the 
following activities: 
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• 1,143 adults are either funded wholly or partly in permanent residential 
care or nursing care by the council; (Source: SALT Return 2017/18 
LTS001a) 

 
• 3,918 adults receive community based services, whether that be direct 

payments home care, day care, short breaks, professional support or 
equipment; (Source: Dataset behind 2017/18 SALT Return) 

• Circa. 1,143 adults are either funded wholly or partly in permanent 
residential or nursing care by the council;  

 
• We receive over 5,200 requests for support on an annual basis for people 

who may need services;  (Source: SALT Return 2017/18 STS001) 
 
• We undertake over 500 safeguarding investigations each year regarding 

concerns raised in relation to a vulnerable adult; (Source: Safeguarding 
Return 2017/18) 

 
• Last year over 1,300 carers received direct payments, respite or some 

form of support or advice; (Source: SALT Return 2017/18 LTS003) 
 
• 523 people receive free Reablement Services in their own home, helping 

them to maintain their independence. (Source: SALT Return 2017/18 
LTS002) 

 
4.12  Additional funding from the Adult Social Care Precept is ring-fenced and transferred 

directly to Adult Social Care to part fund the pressures in the service, as set out in 
Appendix 3. Use of this precept is reported to Government, both at the point of 
budget allocation and at the final year-end outturn, detailing the actual amounts 
spent. 
 

4.13  The proposed 2.00% precept increase would add £30.34 per annum to the overall 
Council Tax bill, based on a Band D equivalent amount, prior to the application of 
any eligible discounts and/or exemptions. The Council’s obliged to set out on 
Council Tax bills the increase in respect of the 2019/20 Adult Social Care Precept, 
separate to the overall Council Tax position (Appendix 6, 7 & 8). The proposed 
2.00% Adult Social Care Precept increase for 2019/20 equates to the same band D 
equivalent additional sum per week, as per the Council Tax position in paragraph 
4.5 above. 
 

4.14  The majority of our residents have properties that fall into Council Tax bands A to C 
(84.0%), and therefore the proposed 2.00% Adult Social Care Precept position is 
reduced for residents with properties in these bandings. The proposed charges 
would be as follows: (average discounts reduce these sums by a further circa 
28.0%). 
 

• Band A – 6/9th of a Band D equivalent - £76.32 per annum or £1.47 per week; 
• Band B – 7/9th of a Band D equivalent - £89.04 per annum or £1.71 per week; 
• Band C – 8/9th of a Band D equivalent - £101.76 per annum or £1.96 per 

week. 
  

4.15  A 2.00% Adult Social Care Precept would generate an additional sum of £1.230 
million in 2019/20. Whilst the full amount would be allocated to the Adult Social Care 
service, the amounts charged to residents would be allocated as per the normal 
Council Tax bandings and subject to the various reliefs appropriate to each Council 
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Tax payer. 
  

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

4.17  The Cleveland Fire Authority, at its meeting on 15th February 2019, has formally 
advised that for 2019/20 their precept amount is increasing by 2.90%, thus setting a 
Band D equivalent requirement of £77.36 per annum, an increase of £2.18 from the 
2018/19 level. A total Cleveland Fire Authority precept sum, applicable for the 
Borough of £3.038 million.  
 

4.18  The Police & Crime Commissioner for Cleveland, following a meeting on 5th 
February 2019, has formally advised that for 2019/20 their precept amount is 
increasing by 10.59%, thus setting a Band D equivalent requirement of £250.54 per 
annum, an increase of £24.00 from the 2018/19 level. A total Police & Crime 
Commissioner for Cleveland precept sum, applicable for the Borough of £9.840 
million.  
 

4.19  The calculations in Appendix 8 set out the impact of the precept requirements of the 
two major precepting bodies - Cleveland Fire Authority and the Police & Crime 
Commissioner for Cleveland – on the level of Council Tax to be set within the 
Borough.   
 

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

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

 
4.21  Guisborough Town Council, following its meeting on 21st February 2019, has 

formally advised that for 2019/20 their precept amount is not subject to any 
increase, thus setting a Band D equivalent requirement of £20.39 per annum, the 
same as the 2018/19 level. This generates a total precept sum, applicable for that 
geographical area of the Borough of £151,900. This total precept amount comprises 
of a Council Tax Support grant contribution from the Council of £17,799, with the 
balance being the sum collected directly from residents - £134,101.  
 

4.22  Lockwood Parish Council, following its meeting on 17th January 2019, has formally 
advised that for 2019/20 their precept amount will increase to a band D requirement 
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£41.49 per annum, an increase of £0.18 from the 2018/19 precept level. This 
generates a total precept sum, applicable for that geographical area of the Borough 
of £52,045. This total precept amount comprises of a Council Tax Support grant 
contribution from the Council of £13,439, with the balance being the sum collected 
directly from residents - £38,606.  
 

4.23  Loftus Town Council, following its meeting on 29th January 2019, has formally 
advised that for 2019/20 their precept amount is not subject to any increase, thus 
setting a Band D equivalent requirement of £42.04 per annum, the same as the 
2018/19 level. This generates a total precept sum, applicable for that geographical 
area of the Borough of £116,940. This total precept amount comprises of a Council 
Tax Support grant contribution from the Council of £32,203, with the balance being 
the sum collected directly from residents - £84,737.  
 

4.24  Saltburn, Marske & New Marske Parish Council, following its meeting on 15 January 
2019, has formally advised that for 2019/20, their precept amount is not subject to 
any increase, thus setting a Band D equivalent requirement of £18.27 per annum, 
the same as the 2018/19 level. This generates a total precept sum, applicable for 
that geographical area of the Borough of £131,310. This total precept amount 
comprises of a Council Tax Support grant contribution from the Council of £16,985, 
with the balance being the sum collected directly from residents -£114,325.  
 

4.25  Skelton & Brotton Parish Council, following its meeting on 21 January 2019, has 
formally advised that for 2019/20 their precept amount is not subject to any 
increase, thus setting a Band D equivalent requirement of £28.29 per annum, the 
same as the 2018/19 level. This generates a total precept sum, applicable for that 
geographical area of the Borough of £135,345. This total precept amount comprises 
of a Council Tax Support grant contribution from the Council of £26,204 with the 
balance being the sum collected directly from residents - £109,141.  
 

4.26  The calculations in Appendix 7 & Appendix 8 set out the effects of the precept 
requirements of the five Parish and Town Councils and determine in-part the total 
level of Council Tax to be collected in 2019/20 in specific geographical areas of the 
Borough. These notified Parish and Town Council precepts will be in addition to the 
base Council Tax charge. 
 

4.27  Council Tax Support Scheme  
 
The Council is required to consult on its Council Tax Support scheme on an annual 
basis where a proposal to change the existing arrangements is being considered. 
However, no changes are proposed to the scheme in 2019/20.   
 

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

4.29  Council Tax Bill 
 
The Council Tax Bill will include all the above amounts and separately identify the 
sums due in respect of the 2019/20 financial year. Each bill will address an 
individual household’s circumstances and account for specific bandings alongside 
the application of appropriate discounts and exemptions. A band D equivalent 
Council Tax Bill, will be made up of the following lines and charges: 
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4.30   
Band D Equivalent 

2018/19 
Charge 

£ 

Increase / 
Decrease 

£ 

2019/20 
Charge 

£ 
Council Tax 1,432.72 +30.23 1,462.95 
Adult Social Care Precept  84.14 +30.34 114.48 
Police & Crime Commissioner for Cleveland 226.54 +24.00 250.54 
Cleveland Fire Authority 75.18 +2.18 77.36 
 
Total Band D Equivalent 

 
1,818.58 

 
+86.75 

 
1,905.33 

 

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

2018/19 
Charge 

£ 

Increase / 
Decrease 

£ 

2019/20 
Charge 

£ 
Guisborough Town Council 20.39 Nil 20.39 
Lockwood Parish Council  41.31 +0.18 41.49 
Loftus Town Council 42.04 Nil 42.04 
Saltburn, Marske & New Marske Parish 
Council 

18.27 Nil 18.27 

Skelton & Brotton Parish Council 28.89 Nil 28.89 

  
4.32  Business Rates 

 
Since the Local Government Funding system was changed in April 2013, the 
Council is directly funded from a proportion (49%) of the Business Rates collected in 
the Borough.  However, the Council also bear a significant share of the financial risk 
if there is a reduction in the amount collected. A safety net mechanism is operated 
by MHCLG which means that financial support is provided if the drop-in collection is 
significant.   
 

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

4.34  The 2019/20 safety net threshold is 92.5% of the allocated business rates yield and 
would see the Council bearing the first circa £2.661 million of any gross collection 
shortfall, prior to any support being available from Central Government.  
 

4.35  The Borough has a Government set target for an assumed business rate yield of 
£35.478 million for 2019/20, based on the funding formula estimations. This target 
was set in 2013/14 and uplifted by inflation year on year and hence has not been 
adjusted for in respect of the specific economic conditions in the Borough.  An 
element of this assumption is paid as top-up grant with the remainder set as a 
baseline of £20.981 million. 
 

4.36  The Council collects circa 99.1% of all Business Rates due for the year, however 
the actual business rate base is below the assumed Government set baseline. The 
Council is working on a cash collection total of £17.934 million, including an 
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anticipated Council share of growth of £0.353 million during 2019/20. Appendix 9 
details these estimates in full. 
 

4.37  Whilst the anticipated Business Rate yield for 2019/20 is below the Government’s 
original planning assumptions, the position remains in excess of the Government’s 
Safety Net arrangement, so the Council has to bear this proportion of loss, without 
support and/or adjustment. 
 

4.38  The retained cash collected is added to by a ‘Top-Up’ grant. This grant is part of the 
national mechanism to equalise Business Rate funding needs across England. In 
2019/20, the ‘Top-Up’ grant for the Council is £14.496 million, an increase of £0.325 
million on the adjusted 2018/19 position. This change has now been planned for in 
the Council’s financial estimates. 
 

4.39  The Government provides additional grant funding to support aspects of the 
Business Rate process (known as a Section 31 Grant).  These grants refund the 
Council for lost revenue where Government policy changes impact on local 
Business Rate yields, and for 2019/20 this is worth £2.944 million to the Council. 
This has been included in the Council’s budget estimates and forms part of the 
overall financial position of the Council. 
 

4.40  The accounting for Business Rates in a forthcoming financial year is determined at 
the budget setting stage, with any variations during the year, having an impact on 
the next financial year - 2020/21, in the form of a recalculated Collection Fund 
surplus or deficit. During 2018/19 there is a forecast deficit of £9.029 million with the 
Council’s share of the deficit anticipated to be £4.424 million – which will be 
accounted for in the 2019/20 budget position. 
 

4.41  The 2018/19 estimated Collection Fund deficit represents differences between 
assumptions made regarding the Business Rates tax base for 2018/19, compared to 
the latest forecast for Business Rates yield collected in 2018/19. This is also 
impacted by the final Business Rate position for 2017/18.  
 

4.42  The 2018/19 Business Rates Collection Deficit can be split down into three broad 
causes as follows: 
 

a) 2017/18 final outturn:  there was a shortfall in the actual 2017/18 outturn due 
to a greater than expected slowdown in growth and increased refunds in the 
final quarter of that financial year, which created a shortfall on the fund which 
caused a deficit of £1.233 million; 

 
b) 2018/19 estimated growth:  the forecasted estimated growth in 2018/19 was 

expected to be £1.796 million.  However, the actual growth achieved has 
fallen behind this and indeed yield has further stuttered in year.  This has 
been caused by challenging economic circumstances in the Borough where 
commercial investment decisions are out of the Council's influence.  This has 
resulted in a pressure on the Collection Fund of £2.412 million; 
 

c) GDF Suez Appeal: the Collection Fund in 2017/18 was severely impacted by 
a backdated adjustment of the Business Rates liability in 2017/18 for a 
number of preceding financial years dating back to 2010, which added a 
pressure of £5.384 million on the Collection Fund.  This is due to MHCLG 
requesting that the Council repay transitional protection to MHCLG for the 
period 2010/11 to 2013/14 (which mostly pre-dates the introduction of the 
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Business Rates Retention Scheme in 2013).  This repayment has triggered 
safety net grant payment of £1.781 million which will be used to bridge the 
increased budgetary shortfall highlighted in 2019/20.   

 
4.43  The allocation of the deficit for 2018/19 across the three recipient organisations is as 

followed, and is therefore factored into the 2019/20 Council Budget: 
 
Organisation Proportion 

% 
Amount 

£’m 
Redcar & Cleveland Borough Council 49.0 4.424 
MHCLG 50.0 4.515 
Cleveland Fire Authority 1.0 0.090 
 
Total Deficit 

 
100 

 
9.029 

 

4.44  The total anticipated funding from Business Rates in 2019/20 is £33.276 million, a 
decrease of £3.786 million on the initial 2019/20 planned position. This funding also 
includes the Council’s share (£0.544 million) of national Business Rates, previously 
top sliced from local government and the Safety net support of £1.781 million.  
 

5  Capital Investment & Treasury Management Strategy 
 

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

5.2  As part of the annual consideration of the Council’s capital investment programme, 
an additional year is added to the programme with the cyclical capital scheme being 
continued into that year. As part of the refresh process, all project managers are 
engaged and the capital programme is then re-phased across the five-year planning 
horizon. 
 

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

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

• External grants and contributions; 
• Receipts from the sale of current capital assets; 
• Borrowing; 
• Direct contributions from revenue income streams. 
 

5.5  It is the Council’s intention to maximise the income it receives for its capital 
investments through successful bidding for external grants and also maximising the 
potential capital receipts it can achieve from the sale of surplus assets. This will then 
reduce the overall need for the Council to borrow and hence not incur additional 
interest costs.  
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5.6  Government has, from 1st April 2016 allowed some further but very limited 
discretion to use capital receipts for transformation schemes, for example 
investment in service reform feasibility work, aggregating public procurement 
arrangements, or improving systems and process to tackle fraud and corruption. 
However, the Government has always been clear that the reductions in budgets in 
recent years due to austerity cannot be subsidised from capital resources. This 
flexibility runs through until the end of the 2021/22 financial year (April 2022). 
 

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

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

5.9  Our Capital Programme is an important mechanism for boosting growth, and 
ensuring growth is shared right across the Borough so its benefits may be felt in 
every community. The programme is underpinned and driven by the Growth 
Strategy agreed in July 2016 coupled with the Area Growth Plans agreed in March 
2018. 
 

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

5.11  The establishment of the Tees Valley Combined Authority, by the 5 Local 
Authorities, has enabled the Investment Plan of the Authority, to develop investment 
schemes across the whole of the Tees Valley region. The Investment plan, as well 
as contributing to a range of individual schemes, has seen two major funding blocks 
allocated to Redcar & Cleveland Borough. These have been included in the 
Council’s own capital programme as budget lines, but will be further allocated as 
individual schemes are progressed through design and development. The funding 
blocks are: 
 

• Revitalising Redcar- £20.000 million; 
• Indigenous Growth Schemes - £10.000 million. 

 
5.12  Capital Investments 

 
We manage our capital programme on a rolling basis. There are key elements to 
our capital programme that were agreed by Council on the 9th March 2018, which 
contained an on-going rolling programme of investments in our infrastructure 
alongside a range of new investments to stimulate sustainable growth 
 

5.13  The approved programme and the phasing of the individual schemes for 2018 
through to 2023 are outlined in detail on a programme and project basis. Appendix 
10 details these schemes in full. A summary below reflects the £129.136 million of 
existing investment the Council is making into the borough.  
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5.14  
Capital Block 2018/19 

£’m 
2019/20 

£’m 
2020/21 

£’m 
2021/22 

£’m 

 
2022/23 

£’m 
Total 
£’m 

Town Centre Revival 1.701 1.460 7.247 1.284 0.350 12.042 
Visitor Attractions & 
Amenities 3.696 4.816 1.390 - - 9.902 

Business Infrastructure 0.143 0.715 14.539 11.080 9.000 35.477 
Transport Infrastructure 6.026 8.911 3.800 3.600 3.500 25.837 
Housing - - 0.750 0.500 - 1.250 
Supported Housing 2.770 3.865 1.050 1.050 1.050 9.785 
Community Capacity 0.776 - - - 0.516 1.292 
Recycling & Waste 
Initiatives 0.100 0.150 1.050 0.100 0.100 1.500 

Education 2.383 4.035 4.679 0.479 0.200 11.776 
Council Investment 3.078 5.492 4.604 3.626 3.475 20.275 

Total 20.673 29.444 39.109 21.719 18.191 129.136 

 
n.b. a fuller breakdown of all the capital investment projects and schemes is set out 
in Appendix 10. 
 

5.15  The capital investment programme will continue to look to maximise external grant 
funding and hence minimise Council borrowing requirements, whilst ensuring the 
intentions of the investments are delivered and to enable the borough to fully benefit 
from the investment. It is also vitally important that we continue to invest in the 
borough for the future; by targeted capital investment, and that these investments 
can generate a future income stream for the Council.  
 

5.16  Financing costs of the capital programme are built into the medium term financial 
strategy for existing and new borrowing that is supported through government grant 
and prudential /unsupported borrowing. Where the Council borrows funds externally 
to fund aspects of the whole capital investment programme the Council will pay the 
interest on any such loan at the appropriate rate of interest. In addition to the 
interest payment the Council is obligated to set aside a prudent element of the 
borrowed amount for the ultimate repayment of the loan itself. 
 

5.17  The revenue plan for 2019/20 includes a sum of £7.425 million to pay the interest on 
our borrowing in regard to the programme, £7.161 million to fund interest obligations 
from PFI & lease arrangements and a sum of £5.203 million for the repayment of the 
principal loan amounts set aside for the repayment of the Council’s debt, including 
PFI, when loans mature. 
 

5.18  The capital programme will only incur borrowing for approved aspects of the 
programme as and when required and not in advance of need. The programme will 
incorporate an aspect of over-programming against resources, but will ensure the 
over-programming element of the capital programme is maintained to a maximum 
10% across the medium term. 
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5.19  Appendix 11 provides more information on the Capital Strategy of the Council, 

which has been reviewed and approved by Governance Committee on 12 February 
2019.   
   
 

5.20  Treasury Management Strategy 
 
The Council must effectively and prudently manage cash resources and working 
capital. The approach to treasury management requires a robust governance 
framework to be in place and that this framework operates in accordance with 
recognised best practice. Appendix 11 fully sets out the framework for the Council’s 
approach to treasury management activities, which was reviewed and approved by 
Governance Committee on 12 February 2019.   
 

5.21  The Treasury Management Strategy sets out how the Council identifies, monitors 
and controls risk in relation to managing cash balances and developing an 
investment strategy.  Accordingly, the analysis and reporting of treasury 
management activities will focus on their risk implications for the Council. 
 

5.22  Prudential indicators are used to allow the Council is monitor and regulate the 
capital investment and financing activities of the organisation. They are set and 
monitored by each Council and are therefore determined by local borrowing plans 
based on the specific investment strategy of the Council.  
 

5.23  The Council has outstanding capital programme debt of £187.258 million as at 31 
January 2019 (the forecast year end position is £187.758 million). 
 

5.24  In addition to this outstanding debt from direct borrowing, the Council has the 
historic debt associated with Private Finance Initiative (PFI) assets which will stand 
at £57.520 million at year end. 
 

5.25  The total long term debt for all capital purposes estimated for the end of March 2019 
is £245.278 million. This compares with an estimated capital financing requirement 
(underlying need of the Council to borrow) of £259.309 million at 31 March 2019. 
The difference of £14.031 million reflects the current policy of delaying borrowing 
decisions in order to deliver revenue reductions. 
 

5.26  The Council refinanced LOBO debt of £31.600 million during 2018/19.  These 
refinancing opportunities were created as a result of the LOBO lenders providing 
opportunities for the Council to negotiate the terms of these early redemptions. The 
refinancing of this debt incurred early repayment premiums of £15.723 million.  
However, the Council will generate significant savings in interest payments over the 
life of the original loans.  The saving for 2019/20 will be in excess of £0.500 million 
which exceeds the 2018/19 savings target set in last year’s MTFP.  The savings 
have been achieved because the Council can refinance these loans at a much 
cheaper interest rate by borrowing short-term, and the Council is able to spread the 
cost of the premium over the life of the original (now redeemed LOBO) loans rather 
than charging the Council’s budgets in full in 2018/19.    
   

5.27  In addition the Council can generate income on its surplus cash balances from 
investments in fixed terms deposits.  The average cash on deposit during the 
current financial year is anticipated to be circa. £17.000 million, which leads to an 
annual interest earned budget of around £0.450 million. It is envisaged that current 
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interest rates will continue to remain low during 2019/20.   
 

5.28  The Council is increasing its interest earned budget through diversification of 
investments.  In particular, during 2018/19, the Council has invested £10.000 million 
in Unit Trusts with the CCLA Property Fund.  The Council chose this investment 
route following a detailed process of due diligence to identify investment 
opportunities which would increase the rate of return achieved compared to current 
money market fund and cash deposit counter-parties currently used.  This 
investment will yield a return of approximately 4% which equates to around £0.400 
million in investment income in 2019/20.   
 

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

5.30  The Council will continue to review its under-borrowing position to pursue these 
types of treasury management investments. The under-borrowed position of the 
Council will be circa. £12.942 million by the end of 2019/20.  
 

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

5.32  The Council’s Capital and Treasury Management Strategy (Appendix 11) is 
proposing one change to how we set aside funds for the repayment of debt, and 
hence the sum that the Council has available when that debt becomes due.  This 
change will be applied from 2018/19.   
 

5.33  The Council previously revised the MRP policies for both pre and post 2008 debt in 
2016/17.  The policy was amended to charge an equal MRP instalment for all debt 
which was incurred up to 2008, and on an annuity basis over the life of the 
associated asset for debt incurred after 2008.  The pre-2008 debt policy has been 
reviewed during 2018/19 and has been amended.  This amendment was approved 
by Governance Committee on 12 February 2019.  The Council will now charge MRP 
as an equal instalment charge of 2.00%, based on outstanding debt as at 1 April 
2018.  This was previously calculated as 2.56 %.  The revised policy brings the 
Council into line with numerous other local authorities and the generally accepted 
industry norm.  The revised policy for 2018/19 (and the proposed policy for 2019/20) 
are attached in Appendix 11 (sub-appendix D (i) and D (ii).    
 

5.34  The Treasury Management Strategy sets out the Prudential indicator measures for a 
Council approved authorised limit for external debt for 2019/20 of £271.049 million 
(the maximum allowed) and an operational boundary for external debt of £261.049 
million (a working total for the limit on borrowing).  
 

6  Who has been consulted and engaged? 
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6.1  The Council launched consultation on budget proposals on 11 December 2018, 
following the Cabinet’s approval of the Budget Proposal Report. Consultation 
consisted of: 
 

• A web-based questionnaire which could either be completed on-line through 
the survey-monkey site, or downloaded and emailed to the Council through its 
dedicated consultation@redcar-cleveland.gov.uk address. 

• Consultation with the Residents’ viewfinder panel. 
 

6.2  The budget consultation process has been publicised via a Council press release, 
which was issued on the 11 December 2018, with articles on the budget proposals 
being reported by The Gazette.  
 

6.3  The consultation overall received 174 individual and/or group responses with 
comments being made on all aspects of the questions asked. It is worth noting that 
66% of our responses were in favour of a Council Tax increase with only 31% 
suggesting no to a Council Tax increase. 3% where undecided. In respect of the 
Adult Social Care Precept, 69% were in favour of accepting the precept, with 29% 
against, and 2% unsure. 
 

6.4  A full breakdown of all the budget consultation questions and comments is attached 
at Appendix 12.  
 

 In addition to public consultation arrangements, the budget proposals were also 
included on the Resources Scrutiny & Improvement Committee agenda for 
consideration during its meeting on the 5th December 2018.  
 

7  What are the risks and resource implications? 
 

Type of 
Risk/ 
Implication 

Applicable? Details 

Health and 
Safety 
 

Yes There is no direct impact on health and safety arising 
from the recommendations within this report. However, 
any consequential changes to services and/or reductions 
in resource as a result of the budget-setting process, 
require careful assessment to ensure that health and 
safety issues do not inadvertently arise as a because of, 
for example, adverse impact on staffing, equipment or 
procedures. 
 

Social 
Value: 
 
 
 

Yes Aspects of the reviews within the Shaping Our Future 
Programme, together with priorities within the Corporate 
Plan, will look to ensure that resources are retained within 
the borough so far as possible, and that new procurement 
arrangements support local businesses and residents. 
 

Legal 
 

Yes The Local Government Act 2003 sets out a formal 
requirement on Local Authorities to consider the 
proposed level of reserves and to take note of the advice 
from the Chief Finance Officer on the level of reserves 
held by the Council. 
 
In addition, Section 25 of the Local Government Act 1972 
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addresses the Chief Finance Officer’s legal requirement 
to be satisfied regarding the adequacy of its reserves 
when setting and operating budgetary policy of the 
Council. 
 
The Local Authorities (Standing Orders) (England) 
Amendment) Regulations 2014 (‘the Regulations’) require 
recorded votes to be taken at budget-setting meetings. 
The Regulations state that, immediately after any vote is 
taken at a budget decision meeting of an authority, there 
must be recorded in the minutes of the proceedings of 
that meeting, the names of the persons who cast a vote 
for the decision or against the decision, or who abstained 
from voting. 
 
Section 106 of the Local Government Finance Act 1992 
makes it an offence for a Member in council tax arrears 
(of at least two months) to vote at a meeting of the 
Council, of a committee, or of the council’s executive 
where financial matters relating to Council Tax are being 
considered. It is also an offence if any such Member 
present, who is aware of the arrears, fails to disclose that 
they are in arrears of Council Tax. 
 

Financial 
 

Yes The main body of the report sets out the revenue and 
capital aspects of the budget and the requirement to 
underpin 2019/20 with an allocation from the Council’s 
reserves in order to set a balanced budget for 2019/20.  
 

Human 
Resources 
 

Yes Some aspects of the Shaping Our Future programme are 
likely to impact on staff numbers either through potential 
job losses or via TUPE related transfers.  As has been 
the case in previous years, any such impact will be 
managed in line with HR policies utilising voluntary 
redundancy and/or redeployment into new roles so far as 
possible. 
 

Equality and 
Diversity 

Yes Under the public sector equality duty (set out in the 
Equality Act 2010), public authorities must have ‘due 
regard’ to the need to eliminate unlawful discrimination, 
harassment and victimisation as well as to advance 
equality of opportunity and foster good relations between 
people who share a protected characteristic and those 
who do not.   
 
The creation of the Council’s revenue budget is 
dependent on a range of solutions, some of which could 
potentially impact on equality for staff, residents, citizens 
or service users. Each of our Shaping our Future reviews 
is subject to an equality analysis, ensuring we have due 
regard to the aims of the equality duty in our decision-
making process.  
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Carbon 
Footprint 
 

Yes Within the capital programme, we have a dedicated 
resource to specifically address carbon management 
both internally for the Council’s buildings and school 
assets, and for the wider benefit of the Borough.  The 
Carbon Management Programme is well advanced and 
has achieved its target of reducing the carbon footprint of 
the Council by 25% by the end of the decade earlier than 
planned.   
 

Other 
(please 
specify) 

No  

 

7.1  Equality analyses for Cabinet decisions are published alongside the reports in the 
‘Cabinet and committee papers section’ of our website at Committee Papers and 
should be read in conjunction with the recommendations in the report. 

8  0BChief Finance Officer Assurances 
 

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

8.2  The options set out in this report will allow the Council to set a balanced revenue 
budget for 2019/20 based on a Council Tax increase of 1.99% per annum and a 
2.00% equivalent precept increase in respect of Adult Social Care requirements. It 
will further allow the setting of an affordable Capital Investment Programme which is 
fully supported by a robust Treasury Management Strategy, thus ensuring that the 
following key values are adhered too: 
 

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

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

8.4  The three financial years of the Shaping our Future phase 3 programme, has 
identified circa £29.960 million of budget reductions and income growth solutions. 
The Chief Finance Officer has reviewed these solutions, in the context of the wider 
capital and revenue budgets and is prepared to assure that the budget for 2019/20 
and that the full three years of the Shaping our Future programme is and has been 
robust. 
 

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

8.6  It is critical that the level of general reserves is determined using appropriate 
weighting factors for the quantification of risks. A prudent level of general reserves 
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for 2019/20 has been assessed as £5.098 million, which is some £0.258 million in 
excess of the risk assessed balance for 2019/20 (Appendix 5).  
 

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

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

9  1BAppendices and further information 
 

9.1  Appendix 1 – Revenue budget summary;  
Appendix 2 – Local Government Finance Settlement 2019/20;  
Appendix 3 – Service Investments;  
Appendix 4 – Shaping our Future;  
Appendix 5 – General Reserve Provision;  
Appendix 6 – Council Tax & Adult Social Care Precept;  
Appendix 7 – Council Tax Setting – for the Council;  
Appendix 8 – Council Tax Setting – as the Billing Authority;  
Appendix 9 – Business Rates Forecast;  
Appendix 10 – Capital Investment Programme;  
Appendix 11 – Treasury Management Strategy;  
Appendix 12 – Consultation Feedback.   
 

10  2BBackground papers 
 

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

11  Contact Officer 
 

11.1  Name: John Sampson 
Position:      Corporate Director for Resources  
Address:      Redcar & Cleveland House, Redcar, TS10 1RT  
Telephone:      01642 771144 
Email:      John.sampson@redcar-cleveland.gov.uk 
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Council Budget Summary 2018/19 2019/20 2020/21 2021/22 2022/23
£'m £'m £'m £'m £'m

Revenue Support Grant 11.403 7.312 0.000 0.000 0.000
Council Tax Income @ 1.99% Increase 56.212 59.194 58.338 59.216 60.094
Adult Services Levy @ 2.00% increase 3.267 4.496 4.565 4.634 4.702
Business Rates Income 35.664 30.951 58.224 59.331 60.447

Sub Total 106.546 101.953 121.127 123.181 125.244

Education Funding 68.106 50.359 50.359 50.359 50.359
Housing Benefit Funding 58.789 55.943 55.943 55.943 55.943
Fees & Charges 17.916 17.916 17.916 17.916 17.916
Grants & Other Funding 47.718 50.548 39.329 39.329 39.329

Business Rates -Safety Net & Levy 0.000 2.325 -2.325 0.000 0.000

Sub Total 192.529 177.091 161.222 163.547 163.547

Total Council Funding 299.074 279.044 282.349 286.728 288.790

Education Budget Allocation 68.106 50.359 50.359 50.359 50.359
Housing Benefit Payments 58.789 55.943 55.943 55.943 55.943
Base - Council Pay & Non Pay Budget 177.344 176.811 179.344 187.644 191.234
Budget Pressures 6.526 7.990 8.390 3.780 3.806
Budget Reductions -7.059 -5.457 -0.090 -0.190 -0.715

Total Council Expenditure 303.706 285.646 293.946 297.536 300.627

Net Revenue Position 4.632 6.602 11.597 10.808 11.836

Reserve Strategy -4.631664 -6.602 -11.597 -10.808 -11.836 
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Local Government Finance Settlement: 2019/20: 
 

Introduction: 

• The provisional financial settlement for 2019/20 was issued by the government on 
13 December 2018.  This represents the fourth year of a four year settlement, and 
represents the grant funding to be received by the Council in 2019/20; 

 
• Annually the government announces the provisional funding settlement for Local 

Government.  The settlement is subject to formal consultation and is then issued as 
a final funding settlement in early February, following a debate in the House of 
Commons; 
 

• The majority of the settlement was in line with expectations and flowed from earlier 
announcements made.  However, the Council has received an additional £0.600 
million in funding over and above what was expected to be received following the 
Chancellor’s budget in late October 2018; 
 

• The additional funding does not in any way adequately compensate for the loss of 
funding in recent years and the additional service pressures faced by the Council in 
statutory service areas such as adult and children social care.    
 

Spending Power: 
 

• The government have stated that Core Spending Power has increased by 2.8% for 
local government as a whole in 2019-20, which is the largest stated increased since 
the start of the four-year period in 2016/17.  The Council’s Core spending power in 
2019/20 is summarised below, and highlights a 3% increase in Core Spending Power.  
This increase is in part because the bulk of the funding reductions allocated to local 
government were front-loaded in year 1 and 2 of the four year settlement period, 
and partially offset because of the recent additional social care funding; 

  
• The government includes increases in the Business Rates multiplier as part of its 

assessment of funding to local government. This shows a nuanced position because 
the government has switched from using RPI to CPI in 2018/19 for working out a 
multiplier on business rates, and has capped previous year’s multiplier increases on 
business rates yield.  However, the Government only compensates local authorities 
based on income collected rather than on the notional business rates baseline they 
are expected to collect, thus potentially overstating spending power estimations; 
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• The Council has also a range of economic conditions that means the yield achievable 
from the collection of Business Rates against its set baseline funding levels is 
currently running at a deficit of £4.537 million and has a challenge to meet business 
rate growth targets.  Therefore, the core spending power overestimates the 
Council’s power by £6.080 million; 

 
• The Core Spending Power assumes councils collect the maximum level of council tax 

both in terms of the estimated projected growth in the tax base and increase by the 
maximum percentage rate permitted before a local referendum has to be called.   
Many councils, including ourselves, choose not to increase council tax levels by the 
maximum level and therefore never reach this core spending power level.  
Furthermore, the Core Spending Power figures also assume that 100% of the total 
council tax levied is collected, without any further discounts or exemptions being 
claimed by residents during the respective financial year.  The estimated core 
spending power therefore overestimates the Council’s spending power for these 
reasons by around £1.0 million.  
   

Funding  2017/18 
£’m 

2018/19 
£’m 

2019/20 
£’m 

Settlement Funding 
Assessment 

49.134 46.086 42.790 

Business Rates 
uplift at CPI, not RPI 

0.506 0.795 1.156 

Improved Better 
Care Fund 

3.595 4.870 6.004 

New Homes Bonus 2.150 1.522 1.806 
Adult Social Care 
support grant 

0.723 0.450 0.000 

Notional Council 
Tax 

53.668 55.559 58.324 

Notional Adult 
Social Care precept 

2.123 3.331 4.697 

Winter Pressures 
Grant 

0 0.720 0.720 

Social Care Support 
Grant 

0 0 1.230 

 
Total 

 
111.898 

 
113.332 

 
116.727 

% Increase  1.2% 3.0% 
 
Details:  - The key features of the funding settlement are as follows: 
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• Business Rates Levy:  National allocation of Business Rates levy surplus funding of 
£180 million across the country.  This funding represents the recovery, via a levy, of 
excessive business rates growth in individual local authority areas across the country 
who experience high levels of growth.  The first port of call for this levy is to fund 
safety net grant payable to councils (including ourselves) in 2017/18.  After this, the 
surplus balance is allocated based on relative needs and in proportion to baseline 
funding levels. The Council will receive a share of this allocation of £0.544 million, 
and has been allocated based on Council Relative Needs in 2013/14, at the 
commencement of retained Business Rates.  Clarity is awaited on whether this is 
additional funding relating to 2018/19 rather than 2019/20, but nevertheless this 
funding is extra one-off funding for the Council, and will be used to balance next 
year’s 2019/20 budget through drawdown from reserves; 

  
• Formula Grant: The Council’s overall share of formula grant is broadly in-line with 

what we were expecting of £35.478 million, of which £20.982 million represents 
Business Rates base-line funding and £14.496 million is Top-up grant funding which 
represents the Council’s base shortfall in levels of collectable business rates.  The 
Council’s grant allocation has marginally increased by £0.011 million.   The formulaic 
basis of the funding allocation remains the same as in previous funding 
announcements, but the government are currently consulting on a future revised 
needs-based funding formula for central government funding of local government; 
 

• Winter Pressures and Additional Social Care Grant Funding:  Confirmation of the 
additional funding announcements made in the Autumn Budget on 29 October 2018 
for Social Care.  The government confirmed additional winter pressure funding of 
£240 million and additional social care funding of £410 million of which the Council 
will receive £0.720 million and £1.230 million. The latter amount represents 
additional funding which can be used to off-set the pressures facing the Children and 
Families directorate in relation to Children in Care.  The winter funding pressure is 
expected to be used in 2019/20 to fund new and additional pressures and is a 
continuance of the winter pressure funding announced in 2018/19.  Both grants have 
been distributed using the Adult Social Care Relative Needs formulae, and not 
factored in Children Social Care Relative Needs formulae; 
 

• New Homes Bonus Grant:  The Government have decided to retain the national 
allocation of New Homes Bonus at 0.4% of the notional Council Tax base of the 
Country.  This means the Council will receive an extra £0.284 million in New Homes 
Bonus, up to £1.806 million, an additional £0.060 million more than originally 
expected (we were expecting £1.745 million up the announcement).  
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• Improved Better Care Fund:  The government have announced the 2019/20 
allocations of improved better care funding (iBCF) which provide the Council with the 
level of funding expected as per previous notifications of this funding; 

    
• Council Tax rise limits:  The government continue to retain the 3% cap at which 

Council Tax levels can be raised, with any proposed increase over and above this 
level being subject to a local referendum to approve the increase.  There is some 
discussion that future thresholds maybe set above this limit. Furthermore, Police 
Crime Commissioners are now permitted to increase their council tax precept by up 
to £24 per annum (the rise was previously capped at £12); 
 

• Negative Revenue Support Grant:  The government have sought to directly 
eliminate the phenomenon of Negative RSG by allocating additional funding to local 
authorities from foregone business rates.  Negative RSG occurs when a Council’s 
baseline funding (from business rates collection and top-up/tariffs) exceeds the 
spending requirements of the Council and the funding has to be re-paid by the 
Council in the form of negative RSG; 
 

• Business Rates pilots:  15 pilots for Business Rates Retention of 75% were agreed as 
part of the settlement, which was higher than initially anticipated.     

 
Other Announcements: 
 

• Social Care Green Paper:  It is expected that a Green Paper on the future of Social 
Care funding will be announced in spring 2019, even though this has now been 
delayed for over a year. This paper is expected to make significant recommendations 
about the method by which adult social care is funded in future years and will have 
implications for councils, the National Health Services and receivers of social care; 

  
• Fair Funding Review and 75% Business Rates Retention:  The government also 

announced consultations on the basis of future funding allocations to local 
government from 2020/21 and the introduction of an increased percentage of 
business rates growth in Councils to 75% (increased from 50% retention) from 
2020/21 onwards.    
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Budget Increases - Medium Term Financial Plan 2018 - 2023

Children & Families Type 2018/19 2019/20 2020/21 2021/22 2022/23
LAC - Demographic Growth Bus. Case 3,150,000 4,065,000 1,100,000 1,000,000 1,000,000
Transport Loan -250,000 540,000 0 0 0
Loss of Education Grant Bus. Case 0 300,000 0 0 0
Special Guardianships Bus. Case 0 285,000 0 0 0
Sub total 2,900,000 5,190,000 1,100,000 1,000,000 1,000,000

Adults and Communities Type 2018/19 2019/20 2020/21 2021/22 2022/23
3% Increase in Demographics Precept 580,000 615,000 627,000 640,000 653,000
Provider Fee Increases Grant 580,000 615,000 627,000 640,000 653,000
Public Health Service Grant 0 0 3,733,000 0 0
Sub total 1,160,000 1,230,000 4,987,000 1,280,000 1,306,000

Growth, Enterprise and Environment Type 2018/19 2019/20 2020/21 2021/22 2022/23
SITA Contract renewal - Inflation & Extention Bus. Case 425,000 0 0 0 0
Directorate realignment Bus. Case 0 75,000 115,000 0 0
Library Investment 100,000 0 0 0 0
Sub total 525,000 75,000 115,000 0 0

Financial Services Type 2018/19 2019/20 2020/21 2021/22 2022/23
Recovery and Support Bus. Case 0 0 66,000               0 0
Directorate realignment Bus. Case 0 215,000 0 0 0
Review of rental policy Bus. Case 0 0 22,000 0 0
Potential loss of SLA income Bus. Case 0 0 600,000 0 0
Housing Benefit Subsidy - Admin Grant 47,100 0 0 0 0
Council Tax Support Subsidy - Admin Grant 8,600 0 0 0 0
Sub total 55,700 215,000 688,000 0 0

Corporate Allocations Type 2018/19 2019/20 2020/21 2021/22 2022/23
Pension Fund Strain unwinding TPS -32,100 0 0 0 0
Prudent MRP Policy Council -20,500 0 0 0
New Homes Bonus - Grant changes Grant 548,000 -225,000 0 0 0
Apprenticeship Levy @ 0.50% Legislation -210,000 0 0 0 0
Educational Services Adjustment Grant 600,000 0 0 0 0
Pay Award Inflation @ 1.0% pa Pay 1,000,000 1,505,000 1,500,000 1,500,000 1,500,000
Sub total 1,885,400 1,280,000 1,500,000 1,500,000 1,500,000

Council 6,526,100 7,990,000 8,390,000 3,780,000 3,806,000
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Budget Decreases - Medium Term Financial Plan 2018 - 2023

Children and Families Review 2018/19 2019/20 2020/21 2021/22 2022/23

Early Help Service Review
0-25 Integration 

Services 0 -1,200,000 0 0 0

Review of Early Years SEND support
0-25 Integration 

Services -75,000 0 0 0 0

Improved Emotional Well-being of our Looked After Children
0-25 Integration 

Services -280,000 0 0 0 0

Maximising resources to support looked after children
0-25 Integration 

Services -195,000 -52,000 0 0 0
Sub total -550,000 -1,252,000 0 0 0

Adults & Communities Review 2018/19 2019/20 2020/21 2021/22 2022/23

Supporting Independence
Care & Health 

Integration -1,250,000 -1,250,000 0 0 0

Joint working with care and health providers
Care & Health 

Integration -450,000 -250,000 0 0 0

Social Inclusion and Business Support
Care & Health 

Integration 0 0 0 0 0

Public Health - Service Redesign
Community Based 

Public Health -260,000 0 0 0 0

Public Health - Service Efficiency
Community Based 

Public Health -250,000 0 0 0 0
Restructuring Delivery Models to shift from clinical to community 
approach

Community Based 
Public Health -260,000 0 0 0 0

Sub total -2,470,000 -1,500,000 0 0 0

Growth, Enterprise and Environment Type 2018/19 2019/20 2020/21 2021/22 2022/23
Recycling and Refuse Collection Waste & Recycling -10,000 -310,000 0 0 0
Commercialisation Waste & Recycling -50,000 -50,000 0 0 0
Street Lighting Streetscene -170,000 0 0 0 0
Highways Streetscene 0 0 0 0 0
CCTV Streetscene -60,000 0 0 0 0
Transformation of maintenance and neighbourhood activity Streetscene 0 -110,000 0 0 0
Redesign of libraries and customer access offer Customer Access 0 0 0 0 0
Commercialisation Workshop Offer Fleet Management -50,000 -200,000 0 0 0
Improve administrative processes Fleet Management -20,000 -10,000 0 0 0
Contractual Efficiencies Fleet Management 0 0 0 0 0
Fuel Rationalisation and review of vehicle usage Fleet Management -40,000 -50,000 0 0 0
Sub total -400,000 -730,000 0 0 0

Resources Type 2018/19 2019/20 2020/21 2021/22 2022/23
Good Governance Structures Good Governance -50,000 0 0 0 0

Future Delivery of revenue and benefits services
Managing our 

Money -900,000 0 0 0 0

Review of IT
Managing our 

Money -265,000 -285,000 0 0 0

Assets Management
Managing our 

Money -585,000 -215,000 0 0 0
Sub total - MoM -1,800,000 -500,000 0 0 0

Corporate Allocations Type 2018/19 2019/20 2020/21 2021/22 2022/23
Capital Fund Investment - £10m MTFP -250,000 0 10,000 10,000 10,000
LOBO Buy Back MTFP -240,000 235,000-      75,000       75,000         75,000        
MRP change in accounting policies MTFP -1,023,600 715,000-      350,000 250,000 -275,000 
S106 MTFP -100,000 0 0 0 0
External Funding MTFP 300,000 0 0 0 0
Fees & Charges MTFP -525,000 -525,000 525,000-     525,000-       525,000-     
Sub total - CA -1,838,600 -1,475,000 -90,000 -190,000 -715,000 

Council Total -7,058,600 -5,457,000 -90,000 -190,000 -715,000 
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Risk Category Risk 2018/19 2019/20 2020/21 2021/22 2022/23
Rating £ £ £ £ £

5% of Net Revenue Budget - (For reference) n/a 5,327,000  5,098,000  6,056,000  6,158,900  6,262,000   

Inflation 
Pay award low 400,000 0 600,000 600,000 600,000
Non Pay Inflation low 500,000 500,000 500,000 500,000 500,000
Income Inflation medium -100,000 -150,000 -150,000 -150,000 -150,000

800,000 350,000 950,000 950,000 950,000
Investment & Borrowing Interest
Interest earned from investments low 100,000 100,000 100,000 100,000 100,000
Interest paid on borrowing low 50,000 200,000 100,000 50,000 50,000

150,000 300,000 200,000 150,000 150,000
Capital Resourcing & Financing
Delay in receipt of capital funding low 220,000 140,000 110,000 110,000 110,000
Cost pressures in the capital programme low 110,000 100,000 75,000 60,000 60,000

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

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

600,000 1,100,000 1,000,000 1,000,000 1,000,000
Revenue Funding Changes
Government Grants medium 0 0 tbc tbc tbc
Business Rates income medium 880,000 400,000 tbc tbc tbc
Council Tax income low 100,000 300,000 300,000 300,000 300,000

980,000 700,000 300,000 300,000 300,000
Specific Provisions
Court & Complex Legal costs medium 250,000 250,000 250,000 250,000 250,000
Referendum low 200,000 200,000 200,000 200,000 200,000

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

5% Reserve Floor - Top up n/a 317,000 258,000 1,421,000 1,588,900 1,692,000

Total 5,327,000 5,098,000 6,056,000 6,158,900 6,262,000
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COUNCIL TAX & ADULT SOCIAL CARE PRECEPT 3.99% 3.99% 0.00% 0.00% 0.00%

Council Tax 2018/19 2019/20 2020/21 2021/22 2022/23
Council Tax Base (Band D Equivalent) 38,249.30 38,823.00 39,277.00 39,877.00 40,477.00
Council Tax Volume Growth 573.70 454.00 600.00 600.00 600.00

38,823.00 39,277.00 39,877.00 40,477.00 41,077.00

Band D Equivalent Base Price - Council Tax 1,403.64 1,432.72 1,462.95 1,462.95 1,462.95
Band D Equivalent Base Price - ASCP 54.97 84.14 114.48 114.48 114.48

£ 1,458.61 1,516.86 1,577.43 1,577.43 1,577.43
Price Increase 58.25 60.57 0.00 0.00 0.00

Current 1,516.86 1,577.43 1,577.43 1,577.43 1,577.43

Council Tax Proportion 1.99% 1,432.72 1,462.95 1,462.95 1,462.95 1,462.95
Adult Social Care Proportion 2.00% 84.14 114.48 114.48 114.48 114.48

Council Tax Income 55,622,490 57,460,328 58,338,099 59,215,870 60,093,640
Adult Social Care Precept Income 3,266,567 4,496,321 4,565,007 4,633,694 4,702,380

Recurring Income Total 58,889,057 61,956,649 62,903,106 63,849,563 64,796,020

Collection Fund - Estimate (One-Off) 590,000 1,733,700 0 0 0
   

Total Council Tax Income 59,479,057 63,690,349 62,903,106 63,849,563 64,796,020

Council Tax/ASCP Breakdown 2018/19 2019/20 2020/21 2021/22 2022/23

Base Amount 55,790,811 58,889,057 61,956,649 62,903,106 63,849,563
Volume Increase 870,223 716,152 946,457 946,457 946,457
Price Increase 2,228,023 2,351,440 0 0 0

58,889,057 61,956,649 62,903,106 63,849,563 64,796,020
Check 0 0 0 0 0
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CALCULATION OF THE COUNCIL TAX 

 
This Appendix informs Members of the requirements of the Local Government Finance Act 
1992, as amended by the Localism Act 2011 to enable Council to approve the level of Council 
Tax for 2019/20.  The calculation of the level of Council Tax for 2019/20 is in accordance with 
statutory requirements. 
 
The 2019/20 revenue budget requirement for Redcar and Cleveland Borough Council is 
£101,953,188 and how this is funded is set out in the table below.   Full details of the budget 
requirement and the rationale behind it are set out in the covering report. 
 
The table also illustrates that the budget requirement will lead to a 3.99% increase in Council 
Tax levels (this is both for the main Council charge and the Adult Social Care Precept) for 
the Council to £1,577.43 for a Band D property.  The Council Tax base for 2019/20 was 
approved by Cabinet on 11 December 2018 in line also with statutory timescales. 
 

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

£ £

Redcar & Cleveland Revenue Budget 101,953,188.00

Less : Revenue Support Grant (RSG) (7,312,147.00)
          Business Rates Baseline & Forecast Growth (35,375,037.00)
           Total Formula Grant (42,687,184.00)

Less : Collection Fund Surplus - Council Tax (1,733,662.00)
Less : Collection Fund Surplus - Business rates 4,424,345.24 (39,996,500.76)

Net Budget 61,956,687.24

Divided by Net Taxbase 39,277.00

Billing Authority Council Tax
Total Council Tax Band D 2019/20 (Including Adult Social Care Precept) 1,577.43
Total Council Tax Band D 2018/19 (Including Adult Social Care Precept) 1,516.86

Change £ 60.57
Change % 3.99

Revenue Budget Requirement 2019/20
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The total budget requirement of Redcar and Cleveland Borough Council as the Billing 
Authority is therefore: 
 

 
 
Calculation of the Council Tax Requirement 
 
In order to determine the council tax requirement, the total budget requirement needs to be 
reduced by the amount of formula grant funding and collection fund surpluses.  Below is a 
breakdown of the formula grant funding allocated to Redcar & Cleveland Borough Council 
for 2019/20: 
 

 

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

£ £ £ £ £ %
150,000 20.39 Guisborough 151,900 20.39 0.00 0.00
52,045 41.31 Lockwood 52,045 41.49 0.18 0.44
118,090 42.04 Loftus 116,940 42.04 0.00 0.00
131,550 18.27 Saltburn, Marske and New Marske 131,310 18.27 0.00 0.00
135,000 28.89 Skelton and Brotton 135,345 28.89 0.00 0.00
586,685 587,540

2019/20           
Precept 

including 
Ctax Support

Change 
excluding Ctax 

Support %
     Parish

2018/19            
Band D 

Equivalent

2019/20             
Band D 

Equivalent 
excl Ctax 
Support

Change 
excluding 

Ctax Support     
£

2018/19            
Precept

£
Redcar and Cleveland 101,953,188
Parish Councils 587,540
Total 102,540,728

Total Budget Requirement 2019/20

£
Revenue Support Grant (RSG) 7,312,147
Business Rates Baseline Funding Level (BFL) 35,477,665
Confirmed Deficit (3,399,506)
Section 31 Grant 2,944,372
Forecast Business Rate Growth 352,506
Total Formula Grant 42,687,184

2019/20 Formula Grant
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The calculation of Redcar & Cleveland’s Council Tax Requirement is shown in the table 
below. 
 

 
 
Council Tax Base 
 
The Council Tax base is an essential component of the calculation for Council Tax amounts 
and must be calculated and approved by Cabinet between 1 December and 15 January.  
Cabinet agreed its Council Tax base at its meeting on 11 December 2018. The table below 
provides an analysis of the Council Tax base for the Borough by area. 
 

 
 
 

£
Estimated  Council Tax Surplus 2,075,000

    RCBC element 1,733,662
    Police and Crime Commissioner for Cleveland element 256,263
    Cleveland Fire Authority element 85,075

Estimated Business Rates Surplus -9,029,276

    RCBC element -4,424,345
    Central Government element -4,514,638
    Cleveland Fire Authority element -90,293

Total RCBC Collection Fund Surplus 2018/19 -2,690,683

Collection Fund Surplus/Deficit 2018/19

£ £

Total Budget Requirement 102,540,728

Less: Revenue Support Grant (7,312,147)
          Business Rates Baseline & Forecast Growth (35,375,037)
          Total Formula Grant (42,687,184)

Less: Collection Fund Surplus 2,690,683 (39,996,501)

Redcar & Cleveland Council Tax Requirement 62,544,227

Council Tax Requirement 2019/20

Council Tax Base by Area Gross Net

Guisborough 8,601.00 6,578.20              
Lockwood 1,699.00 930.50                 
Loftus 3,815.00 2,015.60              
Saltburn, Marske & New Marske 9,028.00 6,257.60              
Skelton & Brotton 6,021.00 3,777.60              
Total Parishes 29,164.00 19,559.50            

Non Parished Areas 35,200.00 19,717.50            

Borough Total 64,364.00 39,277.00            

Page 37 of 123



APPENDIX 7 

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

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

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

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

£

Redcar & Cleveland Council Tax Requirement 62,544,227

Divided by Net Taxbase 39,277.00

Basic Amount of Council Tax 1,592.39

Basic Amount of Council Tax

£

Basic Amount of Council Tax 62,544,227

Less : Special items (587,540)
Divided by : Net Council Tax Base 39,277

1,577.43

Basic Amount of Council Tax with No Special Items 61,956,687

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

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

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

 

Parish Parish Net Tax Council 
Precept Precept Base Tax

Exc CTS
£ £ £ £

Guisborough 151,900 134,101 6,578.20 20.39
Lockwood 52,045 38,606 930.50 41.49
Loftus 116,940 84,737 2,015.60 42.04
Saltburn, Marske and New Marske 131,310 114,325 6,257.60 18.27
Skelton and Brotton 135,345 109,141 3,777.60 28.89
Total 587,540 480,909 19,559.50

Area

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

Non-Parish 1,051.62 1,226.89 1,402.16 1,577.43 1,927.97 2,278.51 2,629.05 3,154.86

Guisborough 1,065.21 1,242.75 1,420.28 1,597.82 1,952.89 2,307.96 2,663.03 3,195.64

Lockwood 1,079.28 1,259.16 1,439.04 1,618.92 1,978.68 2,338.44 2,698.20 3,237.84

Loftus 1,079.65 1,259.59 1,439.53 1,619.47 1,979.35 2,339.23 2,699.12 3,238.94

Saltburn, Marske & New Marske 1,063.80 1,241.10 1,418.40 1,595.70 1,950.30 2,304.90 2,659.50 3,191.40

Skelton & Brotton 1,070.88 1,249.36 1,427.84 1,606.32 1,963.28 2,320.24 2,677.20 3,212.64

BILLING AUTHORITY COUNCIL TAX 2019-20
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CALCULATION OF THE BOROUGH COUNCIL TAX 

 
The amounts set out in Appendix 3 are the relevant Council Tax amounts for properties in 
the Borough in both non-parished and parished areas, that are payable by Council Tax 
payers to fund the Council’s overall budget requirement. 
 
However the total bill to be received by members of the public in the Redcar & Cleveland 
Borough area will include additional amounts for both the Police & Crime Commissioner for 
Cleveland and Cleveland Fire Authority, as well Redcar & Cleveland Council (including the 
Adult Social Care Precept). 
 
This Appendix will set out the relevant Council Tax amounts (per category banding) for the 
Police and Fire Authorities and then combines these with the Redcar & Cleveland amounts 
from Appendix 3 to give the total Council Tax charge for each property for the 2019/20 
financial year.   
 
The Appendix will also highlight the specific detailed recommendations that need approving 
by the Borough Council to set the Council Tax, linking these to the totals and 
recommendations set out in the Medium Term Financial Strategy report. 
 
Police & Crime Commissioner for Cleveland 
 
The Police and Crime Commissioner for Cleveland under Sections 40 to 49 of the Local 
Government Finance Act 1992 use the same calculation as set out in Appendix 3 to issue a 
precept to the Billing Authority. The precept for 2019/20 is £9,840,460, which when divided 
by the net tax-base of 39,277 gives an amount of Council Tax for a Band D property of 
£250.54 per annum.  The Police and Crime Commissioner for Cleveland have calculated the 
Council Tax for each category of dwelling as shown below.  This represents a 10.59% 
increase on the 2018/19 figures. 
 

 
 
Cleveland Fire Authority 
 
The Cleveland Fire Authority under Sections 40 to 49 of the Local Government Finance Act 
1992 also uses the same calculation to issue a precept to the Billing Authority.  The precept 
for 2019/20 is £3,038,469 which when divided by the net tax-base of 39,277 gives an 
amount of Council Tax of £77.36.  The Fire Authority has calculated the Council Tax for each 
category of dwelling as shown below. This represents a 2.9% increase on the 2018/19 
figures. 
 

 
 

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

Police and Crime Commissioner for Cleveland 167.03 194.86 222.70 250.54 306.22 361.89 417.57 501.08

Valuation Bands

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

Cleveland Fire Authority 51.57 60.17 68.76 77.36 94.55 111.74 128.93 154.72

Valuation Bands
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Adding the basic amounts of Council Tax for Redcar and Cleveland Borough Council, Police 
& Crime Commissioner for Cleveland and Cleveland Fire Authority together gives the 
following total amounts of Council Tax for 2019/20 to be levied in the Redcar and Cleveland 
Borough area.  These are set out in the table below.  
 
Council Tax amounts – including Police & Fire 
 

 
 
Specific Approvals required by Borough Council to formally set the Council Tax for 2019/20 
 
The following amounts should now be approved by the Council for the year starting 1 April 
2019, in accordance with Sections 31 to 36 of the Local Government and Finance Act 1992:  

 
Gross Expenditure 

 
a)    £286,233,959 being the aggregate of the amounts which the Council estimates for the 

items set out in Section 31A(2) (a) to (f) of the Act (Borough’s own spend of 
£285,646,419 plus £587,540 for Parishes); 

 
Income 

 
b)    £183,693,231 being the aggregate of the amounts which the Council estimates for the 

items set out in Section 31A(3) (a) to (d) of the Act  (£156,849,833 Grants and Other 
Funding, £17,916,387 Fees and Charges and £8,927,011 reserve contribution);    

  
Net Budget Requirement 

 
c)   £102,540,728 being the amount by which the aggregate of gross expenditure above 

exceeds the aggregate income above, calculated by the Council, in accordance with 
Section 31A(4) of the Act, as its budget requirement for the year (Borough  
£101,953,188 plus Parishes £587,540);   

 
Formula Grant and Collection Fund Surplus 

 
d)  £42,687,184 being the aggregate of the sums which the Council estimates will be 

payable into its general fund in respect of Formula Grant (£7,312,147 Revenue 
Support Grant and £35,375,037 Business Rates income) decreased by the amount of 

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

Non-Parish 1,270.22 1,481.92 1,693.62 1,905.33 2,328.74 2,752.14 3,175.55 3,810.66

Guisborough 1,283.81 1,497.78 1,711.74 1,925.72 2,353.66 2,781.59 3,209.53 3,851.44

Lockwood 1,297.88 1,514.19 1,730.50 1,946.82 2,379.45 2,812.07 3,244.70 3,893.64

Loftus 1,298.25 1,514.62 1,730.99 1,947.37 2,380.12 2,812.85 3,245.62 3,894.74

Saltburn, Marske & New Marske 1,282.40 1,496.13 1,709.86 1,923.60 2,351.07 2,778.53 3,206.00 3,847.20

Skelton & Brotton 1,289.48 1,504.39 1,719.30 1,934.22 2,364.05 2,793.87 3,223.70 3,868.44

BILLING AUTHORITY COUNCIL TAX 2019-20 (INCLUDING POLICE & FIRE)
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the sum which the Council estimates will be transferred in the year from its collection 
fund to its general fund in accordance with Section 97(3) of the Local Government 
Finance Act 1988 (a deficit of £2,690,645). 

 
 
Average Billing Authority Tax (Basic Amount) 

 
e)  £102,540,728 being the net amount at c) above, less the amount at d) above 

(£39,996,539) divided by the approved council tax base (39,277) totals £1,592.39 as 
calculated by the Council, in accordance with Section 31B(1) of the Act, as the basic 
amount of its Council Tax for the year; 

 
Parish Precepts 

 
f)      £587,540, being the aggregate amount of all special items referred to in Section 34(1) 

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

Redcar and Cleveland Council Tax (Excluding Parishes) 
 

g)   £1,592.39 being the amount at e) above, less the result given by subtracting the amount 
at f) above (£587,540), by the council tax base above (39,277) totals £1,577.43 as 
calculated by the Council, in accordance with Section 34(2) of the Act, as the basic 
amount of its Council Tax for the year for dwellings in those parts of its area to which no 
special item relates. 

 
Redcar and Cleveland Council Tax, including Parishes 

 
h)    Part of the Council’s Area 

 
being the amounts obtained by adding to the amount at g) above (£1,577.43), the 
amounts of the special item or items relating to dwellings in those parts of the Council’s 
areas mentioned above, divided in each case by the amount of the net Council Tax 
Base relating to dwellings in those areas, as calculated by the Council in accordance 
with Section 34(3) of the Act, as the basic amounts of the Council Tax for the year for 
dwellings in those parts of its area to which one or more special items relate. 

 

 
 

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

 

Basic Plus
Sum Parish

£ £ £
Guisborough 1,577.43 £20.39 1,597.82
Lockwood 1,577.43 £41.49 1,618.92
Loftus 1,577.43 £42.04 1,619.47
Saltburn, Marske and New Marske 1,577.43 £18.27 1,595.70
Skelton and Brotton 1,577.43 £28.89 1,606.32

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

 
Police & Crime Commissioner for Cleveland Precept and Tax 

 
That it be noted that for the year 2019/20 the Police & Crime Commissioner for Cleveland 
have stated the following amounts in precepts issued to the Council in accordance with 
Section 40 of the Local Government Finance Act 1992 for each of the categories of dwelling 
shown below. This represents a 10.59% increase on their 2018/19 precept.  
 

 
 
Cleveland Fire Authority Precept and Tax 

 
That it be noted that for the year 2019/20 Cleveland Fire Authority have stated the following 
amounts in precepts issued to the Council in accordance with Section 40 of the Local 
Government Finance Act 1992 for each of the categories of dwelling shown below. This 
represents a 2.90% increase on their 2018/19 precept. 
  

 

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

Non-Parish 1,051.62 1,226.89 1,402.16 1,577.43 1,927.97 2,278.51 2,629.05 3,154.86

Guisborough 1,065.21 1,242.75 1,420.28 1,597.82 1,952.89 2,307.96 2,663.03 3,195.64

Lockwood 1,079.28 1,259.16 1,439.04 1,618.92 1,978.68 2,338.44 2,698.20 3,237.84

Loftus 1,079.65 1,259.59 1,439.53 1,619.47 1,979.35 2,339.23 2,699.12 3,238.94

Saltburn, Marske & New Marske 1,063.80 1,241.10 1,418.40 1,595.70 1,950.30 2,304.90 2,659.50 3,191.40

Skelton & Brotton 1,070.88 1,249.36 1,427.84 1,606.32 1,963.28 2,320.24 2,677.20 3,212.64

BILLING AUTHORITY COUNCIL TAX 2019-20

£

A 167.03
B 194.86
C 222.70
D 250.54
E 306.22
F 361.89
G 417.57
H 501.08

Band Redcar and Cleveland - Police and Crime Commissioner for Cleveland

£

A 51.57
B 60.17
C 68.76
D 77.36
E 94.55
F 111.74
G 128.93
H 154.72

Band Redcar and Cleveland - Cleveland Fire Authority
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Total Council Tax 
 

That, having calculated the aggregate in each case of the amounts above for the Billing 
Authority and for any matters determined as special items, and having been advised of the 
Police & Crime Panel’s calculation above and the Fire Authority’s calculation above, the 
Council, in accordance with Section 30(2) of the Local Government Finance Act 1992, 
hereby set the following amounts as the amounts of Council Tax for the year 2019/20 for 
Band D properties shown below: 

 

 
 

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

 
 

Basic 
& Parish

£ £ £ £ £
Non-Parished 1,577.43 250.54 77.36 1,905.33 1,818.58 4.77%
Guisborough 1,597.82 250.54 77.36 1,925.72 1,838.97 4.72%
Lockwood 1,618.92 250.54 77.36 1,946.82 1,859.89 4.67%
Loftus 1,619.47 250.54 77.36 1,947.37 1,860.62 4.66%
Saltburn, Marske and New Marske 1,595.70 250.54 77.36 1,923.60 1,836.85 4.72%
Skelton and Brotton 1,606.32 250.54 77.36 1,934.22 1,847.47 4.70%

Area Fire 2019/20 Total 2018/19 
Total

VariationPolice

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

Non-Parish 1,270.22 1,481.92 1,693.62 1,905.33 2,328.74 2,752.14 3,175.55 3,810.66

Guisborough 1,283.81 1,497.78 1,711.74 1,925.72 2,353.66 2,781.59 3,209.53 3,851.44

Lockwood 1,297.88 1,514.19 1,730.50 1,946.82 2,379.45 2,812.07 3,244.70 3,893.64

Loftus 1,298.25 1,514.62 1,730.99 1,947.37 2,380.12 2,812.85 3,245.62 3,894.74

Saltburn, Marske & New Marske 1,282.40 1,496.13 1,709.86 1,923.60 2,351.07 2,778.53 3,206.00 3,847.20

Skelton & Brotton 1,289.48 1,504.39 1,719.30 1,934.22 2,364.05 2,793.87 3,223.70 3,868.44

BILLING AUTHORITY COUNCIL TAX 2019-20 (INCLUDING POLICE & FIRE)
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BUSINESS RATE POSITION
SOF3 SOF3 SOF4 SOF4 SOF5

2018/19 2019/20 2020/21 2021/22 2022/23
Business Rates - Government Target 49% 20,511,411 20,981,465 29,039,125 29,626,897 30,226,445       
Business Rates - Government Target 100% 0 0 0 0 0
Business Rates - Confirmed Deficit -2,884,756 -3,399,506 -1,729,174 -1,741,736 -1,766,073
Business Rates - Section 31 Grant 2,051,475 2,944,372 2,558,101 2,609,161 2,660,221
Business Rates - Base Growth 49% 880,000 352,506 350,000 350,000 350,000

20,558,130 20,878,837 30,218,052 30,844,322 31,470,593

Business Rates - Top Up Grant 14,171,450 14,496,200 24,024,498 24,504,998 24,995,088
Returned Business Rate Surplus 0 0 3,981,231 3,981,231 3,981,231

Total Income 34,729,580 35,375,037 58,223,781 59,330,551 60,446,912

Collection Fund Estimated Position 934,086 -4,424,345 0 0 0

Total Business Rates Income 35,663,666 30,950,692 58,223,781 59,330,551 60,446,912
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Scheme

 Revised 

Budget 

2018/19 

 Revised 

2019/20 

 Revised 

2020/21 

 Revised 

2021/22 

 Revised 

2022/23 Total  Cap Receipts 

 Prudential 

Borrowing 

 Capital Grants / 

Contributions / 

Loan Repayment  DRF  Total Funding 

Town Centre Revival

Public Realm 314,000 400,000 550,000 250,000 250,000 1,764,000 -710,000 -1,054,000 0 0 -1,764,000 

Skelton Townscape Heritage Project 355,000 300,000 193,000 0 0 848,000 0 -176,250 -671,750 0 -848,000 

Redcar Town Centre Revival 141,200 200,000 450,000 208,800 0 1,000,000 0 -1,000,000 0 0 -1,000,000 

Redcar Business Growth Zone 90,000 0 3,730,000 0 0 3,820,000 0 0 -3,820,000 0 -3,820,000 

Loftus Town Centre Revival 63,500 100,000 836,500 0 0 1,000,000 -163,500 -836,500 0 0 -1,000,000 

Saltburn Town Centre Revival 222,900 150,000 575,000 52,100 0 1,000,000 -572,900 -427,100 0 0 -1,000,000 

Eston Town Centre Revival 215,000 70,000 515,000 200,000 0 1,000,000 -485,000 -515,000 0 0 -1,000,000 

Guisborough Town Centre Revival 229,000 200,000 398,000 173,000 0 1,000,000 -529,000 -471,000 0 0 -1,000,000 

Building Preservation Scheme 0 0 0 400,000 100,000 500,000 0 -500,000 0 0 -500,000 

Kemplagh Play Equipment 12,000 40,000 0 0 0 52,000 0 0 -40,000 -12,000 -52,000 

Skinningrove Coastal Protection 58,050 0 0 0 0 58,050 0 0 -58,050 0 -58,050 

SUB-TOTAL EXPENDITURE 1,700,650 1,460,000 7,247,500 1,283,900 350,000 12,042,050 -2,460,400 -4,979,850 -4,589,800 -12,000 -12,042,050 

Visitor Attractions & Amenities

Skinningrove Toilets 1,000 10,000 0 0 0 11,000 0 -11,000 0 0 -11,000 

CCF Kirkleatham Academy and Walled Gardens - LGF 3,200,000 4,484,650 0 0 0 7,684,650 0 -135,000 -7,549,650 0 -7,684,650 

Cleveland Ironstone Mining Museum 75,000 200,000 1,075,000 0 0 1,350,000 0 0 -1,350,000 0 -1,350,000 

Tourism/Business Access to Information 0 0 100,000 0 0 100,000 -100,000 0 0 0 -100,000 

River Tees Rediscovered 10,000 21,650 0 0 0 31,650 0 0 -31,650 0 -31,650 

Kirkleatham Future Development 100,000 100,000 215,000 0 0 415,000 0 0 -415,000 0 -415,000 

Saltburn Cliff Lift 310,300 0 0 0 0 310,300 -210,300 -100,000 0 0 -310,300 

SUB-TOTAL EXPENDITURE 3,696,300 4,816,300 1,390,000 0 0 9,902,600 -310,300 -246,000 -9,346,300 0 -9,902,600 

Business Infrastructure

Coatham Masterplan 85,000 315,000 100,000 0 0 500,000 0 -500,000 0 0 -500,000 

Indigenuous Growth 0 2,000,000 2,000,000 6,000,000 10,000,000 0 0 -10,000,000 0 -10,000,000 

Revitalising Redcar 0 8,500,000 8,500,000 3,000,000 20,000,000 0 0 -20,000,000 0 -20,000,000 

Industrial Estates Programme 57,500 400,000 3,939,450 580,000 0 4,976,950 0 -1,382,450 -3,594,500 0 -4,976,950 

SUB-TOTAL EXPENDITURE 142,500 715,000 14,539,450 11,080,000 9,000,000 35,476,950 0 -1,882,450 -33,594,500 0 -35,476,950 

Transport Infrastructure

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

Public Rights of Way Improvements 0 50,000 0 0 0 50,000 0 -50,000 0 0 -50,000 

Street Lighting - Upgrade 200,000 3,811,450 0 0 0 4,011,450 -30,000 -3,632,000 -349,450 0 -4,011,450 

Drainage Asset Capture and Flood Prevention 233,600 200,000 200,000 200,000 200,000 1,033,600 -100,000 -933,600 0 0 -1,033,600 

Block Allocation  - Local Transport Plan 846,950 853,000 853,000 853,000 853,000 4,258,950 0 0 -4,258,950 0 -4,258,950 

Structural Highways Maintenance - Block Allocation 3,385,400 1,693,000 1,693,000 1,693,000 1,693,000 10,157,400 0 0 -10,157,400 0 -10,157,400 

Highways Improvements 566,550 400,000 400,000 400,000 400,000 2,166,550 0 -2,158,700 -7,850 0 -2,166,550 

Highways Innovation Fund 393,150 354,000 354,000 354,000 354,000 1,809,150 0 0 -1,809,150 0 -1,809,150 

Swans Corner & Flatts Lane Traffic Improvements 400,000 1,550,000 250,000 0 0 2,200,000 0 -200,000 -2,000,000 0 -2,200,000 

SUB-TOTAL EXPENDITURE 6,025,650 8,911,450 3,800,000 3,600,000 3,500,000 25,837,100 -130,000 -7,124,300 -18,582,800 0 -25,837,100 

Housing

A Redesigned South Bank 0 0 750,000 500,000 0 1,250,000 0 -1,250,000 0 0 -1,250,000 

SUB-TOTAL EXPENDITURE 0 0 750,000 500,000 0 1,250,000 0 -1,250,000 0 0 -1,250,000 
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CAPITAL PROGRAMME APPENDIX 10

Scheme

 Revised 

Budget 

2018/19 

 Revised 

2019/20 

 Revised 

2020/21 

 Revised 

2021/22 

 Revised 

2022/23 Total  Cap Receipts 

 Prudential 

Borrowing 

 Capital Grants / 

Contributions / 

Loan Repayment  DRF  Total Funding 

Supported Housing

CSDP Adaptations 122,550 100,000 100,000 100,000 100,000 522,550 0 0 -522,550 0 -522,550 

Disabled Facilities Grant 1,540,000 700,000 700,000 700,000 700,000 4,340,000 0 -540,000 -3,800,000 0 -4,340,000 

Community Capacity Grant 0 0 250,000 250,000 250,000 750,000 0 0 -750,000 0 -750,000 

Intermediate Care Centre 1,000,000 3,065,000 0 0 0 4,065,000 0 0 -4,065,000 0 -4,065,000 

Learning Disability Extra Care Housing 107,500 0 0 0 0 107,500 0 0 -107,500 0 -107,500 

SUB-TOTAL EXPENDITURE 2,770,050 3,865,000 1,050,000 1,050,000 1,050,000 9,785,050 0 -540,000 -9,245,050 0 -9,785,050 

Community Capacity

Investment in Leisure Centres 300,000 0 0 0 515,500 815,500 0 -815,500 0 0 -815,500 

Middlesbrough Foundation Football Pitch 136,000 0 0 0 0 136,000 0 0 -136,000 0 -136,000 

Oxford House 340,000 0 0 0 0 340,000 0 0 -340,000 0 -340,000 

SUB-TOTAL EXPENDITURE 776,000 0 0 0 515,500 1,291,500 0 -815,500 -476,000 0 -1,291,500 

Recycling & Waste Initiatives

Recycling Initiatives 0 50,000 950,000 0 0 1,000,000 0 -500,000 -500,000 0 -1,000,000 

Purchase of Refuse Bins 100,000 100,000 100,000 100,000 100,000 500,000 -200,000 -300,000 0 0 -500,000 

SUB-TOTAL EXPENDITURE 100,000 150,000 1,050,000 100,000 100,000 1,500,000 -200,000 -800,000 -500,000 0 -1,500,000 

Education

School Estate Investment 1,378,900 1,288,200 1,690,850 300,000 100,000 4,757,950 0 -1,250,000 -3,507,950 0 -4,757,950 

Supervised Contact Centre 50,900 0 0 0 0 50,900 0 -50,900 0 0 -50,900 

Devolved Formula Capital at LEA Level 370,000 178,700 178,700 178,700 100,000 1,006,100 0 0 -1,006,100 0 -1,006,100 

Pathways New Build 5,000 1,568,350 650,000 0 0 2,223,350 0 -882,100 -1,341,250 0 -2,223,350 

Archways - Teesville Refurbishment 150,000 175,450 0 0 0 325,450 0 -225,450 -100,000 0 -325,450 

Belmont Primary Extension 0 574,000 0 0 0 574,000 0 -574,000 0 -574,000 

Churchview 10,000 250,000 0 0 0 260,000 0 -90,000 -170,000 0 -260,000 

Hillsview Academy Extension 418,700 0 2,159,000 0 0 2,577,700 -332,900 -2,159,000 -85,800 0 -2,577,700 

SUB-TOTAL EXPENDITURE 2,383,500 4,034,700 4,678,550 478,700 200,000 11,775,450 -332,900 -4,657,450 -6,785,100 0 -11,775,450 

Council Investments

Business Premises Improvements 0 650,000 300,000 150,000 150,000 1,250,000 -150,000 -1,100,000 0 0 -1,250,000 

Purchase of Vehicles (Fleet Replacement) 843,750 2,000,000 1,843,950 1,250,000 1,250,000 7,187,700 -6,627,700 -500,000 -60,000 0 -7,187,700 

Fleet Management Software 42,000 0 0 0 0 42,000 -17,800 0 -24,200 0 -42,000 

Carbon Management Programme 107,800 100,000 100,000 100,000 100,000 507,800 -407,800 -100,000 0 0 -507,800 

Redcar Leisure and Community Heart 61,250 0 0 0 0 61,250 -61,250 0 0 0 -61,250 

CX Licencing System 34,000 0 34,000 -34,000 -34,000 

Information Technology Improvement Projects 991,100 1,000,000 850,000 850,000 850,000 4,541,100 -3,941,100 -600,000 0 0 -4,541,100 

Libraries & Customer Services Reconfigeration 10,500 0 0 10,500 -10,500 0 0 0 -10,500 

Alternate Delivery Models 0 250,000 250,000 0 0 500,000 -250,000 -250,000 0 0 -500,000 

Redcar and Cleveland Investment Fund (RCIF) 200,000 200,000 200,000 200,000 200,000 1,000,000 -200,000 -800,000 0 0 -1,000,000 

Asset Management - Capitalised Repairs 788,000 1,291,600 1,060,000 1,076,000 925,000 5,140,600 -2,606,200 -2,534,400 0 0 -5,140,600 

SUB-TOTAL EXPENDITURE 3,078,400 5,491,600 4,603,950 3,626,000 3,475,000 20,274,950 -14,272,350 -5,884,400 -84,200 -34,000 -20,274,950 

TOTAL EXPENDITURE 20,673,050 29,444,050 39,109,450 21,718,600 18,190,500 129,135,650 -17,705,950 -28,179,950 -83,203,750 -46,000 -129,135,650 

Resources 2,148,150 3,491,600 2,760,000 2,376,000 2,225,000 13,000,750 -7,616,350 -5,384,400 0 0 -13,000,750 

Growth, Enterprise and Environment 12,684,950 18,052,750 30,620,900 17,813,900 14,200,000 93,372,500 -9,746,200 -16,782,600 -66,697,600 -46,000 -93,272,400 

Children & Families 2,383,500 4,034,700 4,678,550 478,700 200,000 11,775,450 -332,900 -4,657,450 -6,785,100 0 -11,775,450 

Adult & Communities 3,456,450 3,865,000 1,050,000 1,050,000 1,565,500 10,986,950 -10,500 -1,355,500 -9,721,050 0 -11,087,050 

Total 20,673,050 29,444,050 39,109,450 21,718,600 18,190,500 129,135,650 -17,705,950 -28,179,950 -83,203,750 -46,000 -129,135,650 
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APPENDIX 11 (A) 
 

 
REDCAR & CLEVELAND BOROUGH COUNCIL 

 
CAPITAL AND INVESTMENT STRATEGY REPORT 2019/20 

 
 

 
INTRODUCTION 
 
The Capital Strategy is intended to provide a strategic level overview of how capital 
expenditure, capital financing and treasury management activity contribute to the provision 
of local public services in Redcar & Cleveland, along with an overview of how any 
associated risk is managed and the implications for future financial sustainability. 
 
The areas covered in the strategy are as follows: 
 

• Capital expenditure; 
• Borrowing (including comparison with capital financing requirement and liability 

benchmark); 
• PFI and leasing liabilities; 
• Minimum revenue provision; 
• Investments (treasury); 
• Investments (service and commercial); 
• Guarantees and loan commitments; 
• Knowledge and skills. 

CAPITAL EXPENDITURE AND FINANCING  
 
Capital expenditure is incurred where the Council spends money on non-current assets 
such as:  
 

• property,  
• plant,  
• equipment,  
• vehicles, 
• infrastructure, 
• Intangible assets.     
 

These assets will be used for more than one year. In local government this also includes 
spending on assets owned by other bodies; and loans and grants to other bodies enabling 
them to buy assets.  
 
The Council applies a de-minimus level for the recognition of expenditure on the 
acquisition, creation or enhancement of capital assets. 
 
The Council has approved a five year capital programme of £129.136 million. This is 
summarised in the table below:  
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Table 1: Prudential Indicator: Estimates of Capital Expenditure and Financing 
 
Capital Funding 2018/19 2019/20 2020/21 2021/22 2022/23 Total
and Financing Forecast Budget Budget Budget Budget Budget

£m £m £m £m £m £m
General Fund Services 20.473 29.244 38.909 21.519 17.991 128.136
Capital Investments 0.200 0.200 0.200 0.200 0.200 1.000
Total 20.673 29.444 39.109 21.719 18.191 129.136
Capital Receipts 4.252-           6.112-         2.842-           2.400-         2.100-          -17.706
Prudential Borrowing 2.868-           6.943-         11.218-         4.110-         3.041-          -28.180
Direct Revenue Financing 0.046-           -             -                -             -              -0.046
Grants 13.507-         16.389-       25.049-         15.209-       13.050-       -83.204
Total 20.673-         29.444-       39.109-         21.719-       18.191-       -129.136  
 
All capital expenditure will be financed from external sources (government grants and 
other contributions), the Council’s own resources (revenue contributions, reserves and 
capital receipts) or debt (borrowing, leasing and Private Finance Initiatives). 
 
Debt is a temporary source of finance which must ultimately be repaid or re-financed, and 
this repayment is mainly funded over time by revenue expenditure payments which are 
known as the Minimum Revenue Provision (MRP). Alternatively, proceeds from selling 
capital assets (known as capital receipts) may be used to replace debt finance. The 
Council’s full MRP statement is set out in APPENDIX D. 
 
The Capital Investment Programme seeks to boost economic growth across the Borough.  
The Programme has close synergies to the strategic objectives of the Tees Valley 
Combined Authority, the South Tees Development Corporation, and new and existing 
funding streams. 
 
The Capital Investment Programme is managed on a five year rolling basis. There are key 
elements to the Programme that were agreed by Council, which contained an on-going 
rolling programme of investments in the Council’s infrastructure alongside a range of one-
off investments to stimulate sustainable growth. 
 
The key elements of the Capital Investment Programme which stimulate economic growth 
include: 
 

• Town Centre Revival Funding: – funding to five towns in the Borough, including 
levering external funding to maximise the investment. Full plans have been 
developed to ensure these allocations have a sustainable project plan in place for 
its ultimate allocation and spend. 

• Public Realm: - programme of small-scale projects to enhance the Borough’s local 
amenities, which can be boosted by matched external funding. 

• Industrial Estates: - an allocation of capital to maximise business growth in our local 
industrial estates.  

• School Investment Programme: – investment in schools across the Borough to 
increase capacity and keep in a good state of repair. 

• Kirkleatham Academy and Walled Gardens – the development of a catering 
academy and walled garden visitor attraction. 

• Transport Infrastructure: – investment into the delivery of highway and 
transportation improvements.  

• Intermediate Care Centre – provision of a residential reablement service in a new 
bespoke facility. The extensive facilities envisaged will offer all suitable adults the 

Appendix 11 Annual Capital Strategy 2019-20  - Council Page 49 of 123



opportunity to regain skills, confidence and independence through access to social 
care, therapy and clinical support.  

 
The Council’s cumulative amount of debt finance is measured by the capital financing 
requirement (CFR). This is revised on an annual basis when new debt-financed capital 
expenditure is incurred; and reduces with contributions from MRP and capital receipts are 
used to replace debt. The CFR is expected to increase during 2019/20. Based on the 
capital programme for expenditure and financing, the Council’s estimated CFR is as 
follows: 
 
Table 2: Prudential Indicator: Estimates of Capital Financing Requirement 
 

2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
Actual Forecast Budget Budget Budget Budget

£m £m £m £m £m £m
CFR - General Fund 195.612    194.533       197.576         204.605        204.336       203.339      
CFR - PFI/leases 66.019      64.776         63.473           62.107          60.675         59.174        
Total CFR for Year 261.631    259.309       261.049         266.712        265.011       262.513      
Net Movement in CFR -1.211 -2.322 1.740 5.663 -1.701 -2.498
Represented By:
Borrowing Requirement -0.610 2.869 6.943 11.218 4.109 3.041
MRP -4.591 -3.948 -3.900 -4.189 -4.379 -4.038
MRP - PFI/Leases 3.991 -1.243 -1.303 -1.366 -1.432 -1.501
Total -1.211 -2.322 1.740 5.663 -1.701 -2.498

Capital Financing Requirement

 
 
In accordance with best practice the Council does not earmark borrowing to specific items 
or types of expenditure. The Council manages its overall borrowings and investments in 
accordance with its approved Annual Treasury Management Strategy (APPENDIX B).  
 
In day to day cash management, no distinction is made between revenue and capital cash. 
External borrowing arises as a consequence of all financial transactions of the Council as 
a whole and not simply those arising from capital spending. In contrast the CFR indicator 
reflects the Council’s underlying need to borrow to fund capital expenditure. 
 
Governance 
 
The ten distinct clusters of the Capital Investment Programme are allocated to one of three 
control and monitoring groups for their overall management and delivery. These three 
groups are: 
 

• Programme Management Group; 
• IT Strategy Group; 
• Asset Strategy Group. 

 
These groups will ensure that once the supporting strategy for the Capital Investment 
Programme has been agreed by the Executive Management Team, Cabinet and Council, 
the specific group will ensure a fit for purpose business case is produced and delivered 
accordingly. 
 
A relevant investment strategy along with a completed outline business case is the driver 
to be included on the Capital Investment Programme.  In the case of capital projects which 
exceed £0.250 million, a full business case will be required to be completed to commence 
the procurement phase of the project. Project investments which have a variation in 
excess of £0.250 million of the original estimated value of the cost of the project will 
require further approval by the Cabinet to proceed.   
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The Business Case process is structured around the Treasury Green Book Model which 
uses 5 types of test: 
 

• Strategic Case; 
• Economic Case; 
• Finance Case; 
• Management Case; 
• Commercial Case.   

 
On a quarterly basis, Cabinet will receive a report which sets out the Council’s Capital 
Investment Programme, and provides a detailed scheme progress update that sets out the 
status and progress made to date. 
 
Asset Management  
 
To ensure that the Council’s capital assets continue to be of long-term use, it is important 
that the Council has a robust Asset Management Strategy in place. This is reviewed 
regularly by the Asset Strategy Group with a view to ensuring that services: 
 

• Are located in communities in the most effective way; 
• Facilitate staff in providing high quality services and outcomes, which meet our 

customer requirements; 
• Reduce our accommodation costs where we can; and 
• Where possible sell or lease surplus assets to generate a capital receipt or a rental 

income. 
 
Asset Disposals  
 
When a capital asset is no longer needed, it may be sold and the proceeds (capital 
receipts) can be utilised as follows: 
 

• To fund capital expenditure; 
• To repay the principal of debt held by the Council. 

 
Repayment of capital grants, loans and investments also generate capital receipts. The 
capital receipts generated and forecast over the medium term are as follows: 
 
Table 3 – Capital Receipts 
 

2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
Actual Forecast Budget Budget Budget Budget

£m £m £m £m £m £m
Asset Sales 5.547-                1.321-               5.550-           1.480-           1.000-           1.000-         
Loans Repaid 2.424-                2.467-               0.400-           0.300-           0.150-           0.150-         
TOTAL 7.971-                3.788-               5.950-           1.780-           1.150-           1.150-          
 
The Council’s policy for the utilisation of capital receipts is to primarily fund the Capital 
Investment Programme.  
 
Any deviation from this strategy will need to be approved via an updated Capital Strategy. 
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TREASURY MANAGEMENT 

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

1. Treasury management is the management of the Council’s cash flows, borrowing and 
investments, and the associated risks. 

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

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

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

Investments held for service purposes or for commercial profit are considered in 
APPENDIX C - Investment Strategy. 

Borrowing Strategy 

The Council’s main objective when borrowing money is to achieve a low but relatively 
certain cost of finance while retaining flexibility should plans change in the future. These 
objectives are often conflicting, and the Council therefore seeks to strike a balance 
between short-term loans (currently around 1.0%) and long-term fixed rate loans where 
the future cost is known but higher (currently 2.0% to 3.0%). 

Projected levels of the Council’s total outstanding debt (which comprises borrowing and 
PFI liabilities) are shown below, compared with the Capital Financing Requirement (see 
Table 2 - Prudential Indicator: Estimates of Capital Financing Requirement). 

Table 4 – Prudential Indicator – Gross Debt and the Capital Financing Requirement 

2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
Actual Forecast Budget Budget Budget Budget

£m £m £m £m £m £m
Debt - Capital Programme 159.861         187.758       192.758     199.787    199.518         198.521     
Debt - PFI's 59.787           57.520         55.350        52.942       50.329           47.397       
Total 219.648         245.278       248.108     252.729    249.846         245.918     
Capital Financing Requirement 261.631         259.309       261.049     266.712    265.011         262.513     
Internal Borrowing 41.983-           14.031-         12.942-        13.984-       15.165-           16.595-       

Gross Debt and the Capital Financing 
Requirement  (as %) 84% 95% 95% 95% 94% 94%  

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 in 
full with this guidance across the whole of the medium term. 
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Affordable Borrowing Limits 
 
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 indicator should debt approach the limit.  
 
The Authorised Limit: This represents the limit beyond which borrowing is prohibited. It is 
the probable Capital Financing Requirement with some headroom factored in after an 
assessment of risk. This limit requires amendment in line with the most up to date capital 
expenditure plans, which are to be financed through borrowing. The revenue 
consequences of these plans have been reflected in the Medium Term Financial Plan. 
 
The Operational Boundary: This indicator is based on the probable Capital Financing 
Requirement during the course of the year. It is not a limit and the Code recognises that 
circumstances might arise when the boundary might be exceeded temporarily. It should 
act as an indicator that ensures the Authorised Limit is not breached. 
 
Table 5 – Limits to Borrowing Activity 
 

2017-18 2018-19 2019-20 2020-21 2021-22 2022-23

Actual Forecast Budget Budget Budget Budget

Authorised Limit for External Debt £m £m £m £m £m £m
Borrowing 205.612 204.533 207.576 214.605 214.336 213.339
Other Long Term Liabilities 66.019 64.776 63.473 62.107 60.675 59.174
Total 271.631 269.309 271.049 276.712 275.011 272.513
Operational Boundary for External 
Debt £m £m £m £m £m £m
Borrowing 195.612 194.533 197.576 204.605 204.336 203.339
Other Long Term Liabilities 66.019 64.776 63.473 62.107 60.675 59.174
Total 261.631 259.309 261.049 266.712 265.011 262.513  
 
Further details on borrowing are included within the Treasury Management Strategy 
contained in APPENDIX B 
 
Investment Strategy 
 
Treasury investments arise from receiving cash before it is required. Investments made for 
service reasons or for financial return are not generally considered to be part of treasury 
management. 
 
The CIPFA Code requires the Council 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. Cash that is likely to be spent in the near future is invested securely, for example 
with Money Market Funds, the Government, other local authorities or selected high-quality 
banks, to minimise the risk of loss. Longer term funds are invested more widely in pooled 
funds to balance the risk of loss against the risk of receiving returns below inflation. Both 
short-term and long-term investments may be held in pooled funds, where an external fund 
manager makes decisions on which particular investments to buy. 
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Table 6 – The Council’s Investment position on 31st January 2019 
 

Investment  Principal Rate Ave Duration

 £m % (Years)
Internal Investments
Call Accounts -                 1.450 0.50               <1

External Investments
Money Market Funds (MMFs) -                 9.920 0.72 <1
CCLA- Property Fund - Long Term -               10.000 3.32 10
TOTAL FIXED -               21.370 1.92 7  
 
Further details on treasury investments are included in APPENDIX B 
 
Governance 
 
Decisions on treasury management investments and borrowing are made regularly and 
are therefore delegated to the Corporate Director for Resources and designated 
employees, who must act in line with the Treasury Management Strategy approved by the 
Council. Quarterly updates are included with the financial position reports presented to 
Cabinet. The Governance Committee is responsible for scrutinising treasury management 
decisions. 
 
NON-TREASURY INVESTMENTS 
 
The Council is able to make investments to assist local public services, including making 
loans to local service providers and local businesses to promote growth. In light of the 
public sector objective the Council’s decision making processes are different than those 
with treasury investments, however it will still expect such investments to break even or 
generate a profit after all costs have been considered. 
 
Decisions on any service investments are made by the relevant service managers in 
consultation with the Corporate Director for Resources and must meet the criteria and 
limits laid down within both the Investment Strategy and the Capital Investment 
Programme. 
 
Further details on the Investments Strategy is included in APPENDIX C 
 
OTHER CAPITAL STRATEGY ISSUES 
 
Liabilities 
 
In addition to the debt highlighted in Table 4, the Council is committed to make future 
payments to cover its pension fund deficit and set aside funds to cover risks. The amounts 
within the balance sheet at the end of the 2017/18 financial year are as follows: 
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Table 7 – Other Long-Term Liabilities on 31/03/2018 
 

31/03/2018
Actual

£m
Pension Fund Deficit 163.322             
Provision - Bad Debt Provision 2.150                  
Provision - Collection Fund 12.504               
Provision - Insurance 2.826                  
Provision - Other 0.028                  
Total 180.830             

Liabilities

 
 
Decisions on incurring new material liabilities are taken by Directorates in consultation with 
the Corporate Director of Finance and the Executive Management Team. The risk of 
liabilities crystallising and requiring payment is monitored by Financial Services and will be 
reported within the quarterly finance report to Cabinet and the annual Statement of 
Accounts. 
 
Revenue Budget Implications 
 
Although capital expenditure is not charged directly to the revenue budget, there are costs 
associated with the capital spend. These are:- 
 

• interest payable on loans; 
• annual  write down of premium from the rescheduling of loans; and 
• minimum revenue provision. 

 
These costs are offset by the receipt of investment income. The net annual charge is 
known as capital financing costs. 
 
The estimates of the capital financing costs are based on the proposed Capital Investment 
Programme and are reflected within both current and future year’s budgets. The table 
below shows the capital financing costs as a percentage of the net revenue budget.  
These figures include the principal and interest costs for the Council’s   private financing 
initiative (PFI) schemes and finance leases.  
 
Table 8 Prudential Indicator – Estimates of financing costs to net revenue stream 
 

2017-18 2018-19 2019-20 2020-21 2021-22 2022-23

Actual Forecast Budget Budget Budget Budget

£m £m £m £m £m £m
Financing costs 16.036 20.136 19.866 20.333 20.677 20.506

Proportion of net revenue stream excluding PFI's 12% 11% 11% 10% 10% 9%

Proportion of net revenue stream including PFI's 15% 19% 19% 17% 17% 16%  
 
*2017-18 actual was lower than both current and future years indicators. This was due to an amendment to 
the MRP policy which generated a one-off in year saving. 
 
The above indicators show that the Council has a revenue budget commitment from its 
current Capital Investment Programme and other long term liabilities. The Council has 
made a provision within its revenue budget to cover the costs of borrowing associated with 
the capital investment plans for future years. 
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Knowledge and Skills 
 
The Council employs professionally qualified and experienced employees in senior 
positions with responsibility for making capital expenditure, borrowing and investment 
decisions. 
 
The training needs of the Council’s treasury management employees are monitored, 
reviewed and addressed on an on-going basis and are discussed as part of the employee 
appraisal process.  Most training needs are addressed through the attendance of training 
courses, seminars and conferences provided by CIPFA, brokers and the Council’s 
treasury management advisor Arlingclose. 
 
The Council has appointed Arlingclose as treasury management advisors and receives 
specific advice on investment, debt and capital finance issues, as and when required. 
  
Whilst the Council recognises that there is value in employing external providers of 
treasury management services in order to acquire access to specialist skills and 
resources, it fully accepts that responsibility for treasury management decisions remains 
with the Council at all times and will ensure that undue reliance is not placed upon advice 
from the external service provider. 
  
Arlingclose were re-appointed as the Council’s treasury management advisors for a period 
of five years following a full tender exercise in October 2015, with the terms of appointment 
being documented. The value and quality of the services they provide are monitored and 
reviewed on an on-going basis. 
 
The Strategic Assets team act as internal valuers and annually follow an agreed 
programme and set protocols for the valuation of the Council’s fixed asset portfolio. They 
also manage the disposal of properties and advise on the purchase of land and buildings.  
The majority of the team are RICS registered and are assessed periodically by RICS for 
Red Book compliance and standards. The most recent scrutiny inspection was in February 
2017 which confirmed the maintenance of both high standards and compliance. Where 
member of the assets team do not have the knowledge and skills required, use is made of 
external consultants who are specialists in the respective field. 
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     APPENDIX 11 (B) 
 

   
REDCAR AND CLEVELAND BOROUGH COUNCIL 

 
ANNUAL TREASURY MANAGEMENT STRATEGY 2019/2020 

 
 
INTRODUCTION 
 
Treasury management is the management of the Council’s investments and cash flows, its 
banking, money market and capital market transactions. The Council borrows and invests 
substantial sums of money and is therefore exposed to potential 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.  
 
The analysis and reporting of treasury management activities will focus on the risk 
implications for the organisation, and any financial instruments entered into to manage the 
risks. The Council acknowledges that effective treasury management will provide support 
towards the achievement of its business and service objectives. It is therefore committed 
to the principles of achieving value for money in treasury management, and to employ 
suitable comprehensive performance measurement techniques, within the context of 
effective risk management. 
 
The Council has adopted the updated CIPFA Code of Practice on Treasury Management 
in the Public Services (2017) which requires the Council to approve a Treasury 
Management Strategy before the start of each financial year. The Code sets out a 
framework of operating procedures to reduce treasury risk and improve understanding and 
accountability regarding the treasury position of the Council. This report fulfils the Council’s 
legal obligation under the Local Government Act 2003 to have regard to the CIPFA code. 
 
The CIPFA Code of Practice on Treasury Management recommends the adoption of four 
clauses: 
 
1. The Council will create and maintain a strategic treasury management policy 

statement detailing the Council’s policies and objectives and approach to risk 
management for its treasury management activities. This will be underpinned with a 
framework of Treasury Management Practices (TMP’s) setting out the manner in 
which the Council will seek to achieve its policies and objectives and prescribing how it 
will manage and control those activities.  The Code recommends 12 practice 
statements. 

 
2. The Cabinet will receive reports on its treasury management policies, practices and 

activities, including an annual strategy and plan in advance of the year, in quarterly 
updates as part of the monitoring of the Council’s financial position and in the financial 
outturn report for the year end position, in the form prescribed in its TMPs.  Full 
Council will approve the annual strategy.  

 
3. The execution and administration of treasury management decisions will be the 

responsibility of the Corporate Director for Resources, as the Council’s Chief Finance 
Officer, who will act in accordance with the organisation’s policy statement and TMPs. 
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4. The Council nominates the Governance Committee to be responsible for ensuring 
effective challenge of the Treasury Management Strategy and policies. 

 
Investments held for service purposes or for commercial return are included in the 
Investment Strategy - APPENDIX C. 
 
TREASURY MANAGEMENT PRACTICES 
 
The CIPFA Code of Practice recommends twelve treasury management practice 
statements (TMPs). These statements will be reviewed as and when necessary in the light 
of regulatory and/or local policy changes.  
 
The list of twelve practice statements is as follows: 
 

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

• TMP 2 Performance Measurement – to ascertain how performance will be 
measured and value for money ensured within an effective risk management 
framework; 

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

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

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

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

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

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

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

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

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

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

The detailed TMP’s are available from treasuryteam@redcar-cleveland.gov.uk. 
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EXTERNAL CONTEXT 
 
The UK’s progress in negotiating its exit from the European Union, together with its future 
trading arrangements, will continue to be a major influence on the Council’s Treasury 
Management Strategy for 2019/20. 
 
The first estimate of Quarter 4 GDP showed the UK economy expanded by 0.2% over the 
quarter and 1.3% year-on-year. Both the quarter’s figure and the year-on-year figure were 
below expectations. No changes to monetary policy have been made since the Bank of 
England’s decision to increase Bank Rate to 0.75% in August. 
 
After rising to over $80/barrel around the middle of the year, oil prices fell back sharply by 
25% to just over $60 in December. UK Consumer Price Inflation (CPI) for November was 
up 2.3% year/year, in line with the consensus forecast and broadly in line with the Bank of 
England’s November Inflation Report.  The most recent labour market data for the three 
months to October 2018 showed the unemployment rate remained at 4.1% while the 
employment rate of 75.7% was the joint-highest estimate since comparable estimates 
began in 1971. The 3 month average annual growth rate for pay excluding bonuses was 
3.3% as wages continue to rise steadily and provide some pull on general inflation.  
Adjusted for inflation, real wages grew by 1.0%, a level likely to only have a modest impact 
on consumer spending. 
 
The US Federal Reserve continued its tightening bias throughout 2018, pushing rates to 
the 2.25%-2.50% range in November while lowering its forecast of rate rises in 2019 to two 
from the three previously projected. 
 
A temporary truce in the ongoing trade war between the US and China was announced as 
the leaders of both countries agreed to halt new trade tariffs for 90 days to allow talks to 
continue.  Tariffs already imposed will remain in place.  The fallout continues to impact on 
economic growth and stock market volatility. 
 
CREDIT OUTLOOK 
 
The big four UK banking groups have now divided their retail and investment banking 
divisions into separate legal entities under ringfencing legislation. Bank of Scotland, 
Barclays Bank UK, HSBC UK Bank, Lloyds Bank, National Westminster Bank, Royal Bank 
of Scotland and Ulster Bank are the ringfenced banks that now only conduct lower risk 
retail banking activities. Barclays Bank, HSBC Bank, Lloyds Bank Corporate Markets and 
NatWest Markets are the investment banks. Credit rating agencies have adjusted the 
ratings of some of these banks with the ringfenced banks generally being better rated than 
their non-ringfenced counterparts. 
 
European banks are considering their approach to Brexit, with some looking to create new 
UK subsidiaries to ensure that they can continue trading here. The credit strength of these 
new banks remains unknown, although the chance of parental support is assumed to be 
very high if ever needed. The uncertainty caused by protracted negotiations between the 
UK and EU is weighing on the creditworthiness of both UK and European banks with 
substantial operations in both jurisdictions. 
 
INTEREST RATE FORECAST 
 
Following the increase in Bank Rate to 0.75% in August 2018, the Council’s treasury 
management advisor Arlingclose is forecasting another 0.25% hike during 2019 to take 
official UK interest rates to 1.00%. The Bank of England’s MPC has maintained 
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expectations for slow and steady rate rises over the forecast horizon. The MPC’s bias 
towards tighter monetary policy remains, but policymakers are unlikely to raise Bank Rate 
unless there is a withdrawal arrangement and the prospect of a transitionary period. 
 
 
Table 1 – Arlingclose Bank Rate Forecasts (as at January 2019) 
 
Year
Period March June Sept. Dec. March June Sept. Dec. March June Sept. Dec.
Upside Risk 0.00 0.25 0.25 0.25 0.25 0.25 0.50 0.50 0.50 0.50 0.50 0.50
Bank Rate Forecast 0.75 0.75 0.75 1.00 1.00 1.25 1.25 1.25 1.25 1.25 1.25 1.25
Downside Risk 0.50 0.50 0.50 0.75 0.75 1.00 1.00 1.00 1.00 1.00 1.00 1.00

2019 2020 2021

 
 
Gilt rates and hence long-term borrowing rates have remained at low levels but some 
upward movement from current levels is expected based on Arlingclose’s interest rate 
projections, due to the strength of the US economy and the ECB’s forward guidance on 
higher rates. The 10-year and 20-year gilt yields are forecast to remain around 1.5% and 
2% respectively over the interest rate forecast horizon, however volatility arising from both 
economic and political events are likely to continue to offer borrowing opportunities. 

 
Table 2 – Public Works Loan Board (PWLB) Borrowing Rates (as at January 2019) 
 
PWLB Borrowing Rates

5 Year 10 Year 50 Year
2019 March 1.75 2.10 2.45

June 1.75 2.15 2.50
September 1.80 2.20 2.55
December 2.05 2.45 2.75

2020 March 2.10 2.70 2.80
June 2.25 2.65 2.95
September 2.25 2.65 2.95
December 2.20 2.65 2.95

2021 March 2.20 2.65 2.95
June 2.20 2.65 2.95
September 2.20 2.65 2.95
December 2.20 2.65 2.95

Annual Average %Year Period

 
  
TREASURY LIMITS FOR 2019/2020 TO 2022/2023 
 
It is a statutory duty under Section 3 of the Local Government Act 2003 and supporting 
regulations for the Council to determine and keep under review how much it can afford to 
borrow. In England and Wales the ‘Authorised Limit’ represents the legislative limit 
specified in Section 3 of the Act. 

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

 
Whilst termed an “Authorised Limit for external borrowing”, the capital plans to be 
considered for inclusion incorporate financing by both external borrowing and other forms 
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of liability, such as credit arrangements.  The Authorised Limit is to be set, on a rolling 
basis, for the forthcoming financial year and at least two successive financial years. Details 
of the Authorised Limit are set out later in this report.  
 
CURRENT PORTFOLIO POSITION 
 
On the 31 January 2019, the Council held £187.258 million of borrowing and £21.370 
million of investments. This is set out in further detail in the table below: 

 
Table 3 – The Council’s Treasury Management Position on 31st January 2019 
 
Borrowing Principal  Average 

 
£m  % 

Fixed Rate Funding
PWLB 34.508                 3.63 13
Market - LOBO 25.000                 6.44 56
Market - Fixed 48.750                 6.47 56
Other Local Authorities 20.000                 3.35 10
 128.258                 5.21             37 
Short Term Funding
Local Authorities 47.000 1.084 <1
Pension Funds 12.000 0.984 <1
Tees Valley Combined Authority 0.000 0.000 <1
 59.000               1.064 
Total Borrowing Rate 187.258                 3.91 25
Investments
Call Accounts -1.450 0.50 <1
Money Market Funds -9.920 0.72 <1
CCLA- Property Fund - Long Term -10.000 3.32 10

Total In-House Investments -21.370 1.92 7.00
  
Net Debt 165.888

Average 
Life   

(YEARS)

 
 
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 basis for 
resources available for investment.  
 
The Council is currently maintaining an under-borrowed position. Table 4 provides details 
on the financial values involved. This means that the capital borrowing need (the CFR), 
has not been fully funded with external debt. The cash available to support the Council’s 
reserves, balances and cash flow is being used as a temporary source of finance in lieu of 
securing external loans. Table 4 demonstrates that potential borrowing over and above the 
planned amount required to fund the Capital Investment Programme, may be required to 
stabilise liquidity. This will continue to be monitored with loans only being agreed when 
required. 
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Table 4 – The Council’s Borrowing Requirement  
 

2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
Actual Forecast Budget Budget Budget Budget

£m £m £m £m £m £m
Capital Financing Requirement (Capital Programme) 195.612 194.533 197.576 204.605 204.336 203.339
Capital Financing Requirement (PFI's) 66.019 64.776 63.473 62.107 60.675 59.174
Total Capital Financing Requirement 261.631         259.309         261.049         266.712         265.011         262.513      
Less: External Borrowing (Loans) 159.861-         187.758-         192.758-         199.787-         199.518-         199.518-      
Less: External Borrowing (Long Term Liabilities) 59.787-            57.520-            55.350-            52.942-            50.329-            50.329-        
Total Debt 219.648-         245.278-         248.108-         252.729-         249.846-         249.846-      
Internal Borrowing 41.983            14.031            12.942            13.984            15.165            12.667         
 
CIPFA’s Prudential Code for Capital Finance in Local Authorities recommends that the 
Council’s total debt should be lower than its forecast Capital Financing Requirement (CFR) 
over the three years. Table 4 shows that the Council expects to comply with this 
recommendation.  
 
To assist with its long term treasury management strategy, the Council’s advisors have 
created a liability benchmark, which forecasts the Council’s need to borrow over a period 
of time. The liability benchmark : 
 

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

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

There are risks with the above strategy and caution will be adopted. The Corporate 
Director for Resources will monitor interest rates in financial markets and adopt a 
pragmatic approach to changing circumstances: 

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

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

 
Any decisions will be reported to the appropriate decision making body at the earliest 
available opportunity. 
 
BORROWING STRATEGY 
 
The Council’s level of external loans is anticipated to be £187.758 million at the end of this 
financial year, an increase of £27.897 million on the previous year. The increase in year is 
primarily due to the restructuring of Commerzbank and KA Finanz LOBO loans in July and 
December of  £31.600 million. Although the principal amount of the loan doesn’t increase 
the level of external loans, as the debt is merely being replaced, a premium was incurred 
of  £15.723 million. Other factors for the increase are a move to invest into long-term 
investments (£10.000 million) and the in-year spend on the Capital Investment 
Programme. 
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The outstanding debt  in Table 5 excludes other long term liabilities such as PFI contracts 
and finance leases which are regarded as debt outstanding for Prudential Indicator 
purposes.  
 
Table 5 - Summary of Council Borrowing 

Year End 
@31/3

 Debt 
Outstanding 

Year on 
Year 

Variation

Average 
Interest Rate

Capital 
Investment

£m £m % £m
2005 116.354           18.769 5.27 26.301
2006 123.346           6.992       5.28 33.219
2007 142.334           18.988     5.22 45.625
2008 142.525           0.191       5.57 48.471
2009 152.500           9.975       5.16 44.322
2010 147.550           4.950-       5.16 35.784
2011 150.238           2.688       5.25 31.051
2012 157.509           7.271       5.13 34.299
2013 172.287           14.778     4.72 39.145
2014 173.463           1.176       4.81 34.972
2015 171.439           2.024-       5.02 15.484
2016 167.414           4.025-       5.06 18.676
2017 157.888           9.526-       5.17 12.578
2018 159.861           1.973       5.17 13.568
2019 187.758          27.897     n/a 20.673
2020 192.758          5.000       n/a 33.406
2021 198.512          5.754       n/a 25.136
2022 197.245          1.267-       n/a 10.872  

The Council’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 should the 
Council’s’ long-term plans change is a secondary objective. 
 
Given the significant cuts to public expenditure and in particular to local government 
funding, the Council’s borrowing strategy continues to address the key issue of 
affordability without compromising the longer-term stability of the debt portfolio. In previous 
financial years the Council opted to utilise internal borrowing. This option is now becoming 
more difficult due to low cash balances. The Council’s preferred option is to now utilise 
short-term borrowing from other public sector bodies, as short-term interest rates are 
currently much lower than long-term rates. This is currently more cost effective in the 
short-term.  
 
The past utilisation of internal borrowing has allowed the Council to reduce net borrowing 
costs (despite foregone investment income) and reduce overall treasury risk. The benefits 
of being under-borrowed and the reliance on short-term borrowing are monitored regularly 
against the potential for incurring additional cost should longer term rates exceed current 
expectations. Both a review of the ‘cost of carry’ and breakeven analysis will determine 
whether the Council borrows additional sums at long-term fixed rates with a view to 
keeping interest costs low, even if this causes additional costs in the short-term. 
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In addition, the Council may use short-term loans to cover unexpected cash flow 
shortages. 
 
Short-term and variable interest rate loans leave the Council exposed to the risk of short-
term interest rate rises and are therefore subject to the limit on the net exposure to 
variable interest rates in the treasury management indictors. 
 
The approved sources of long-term and short-term borrowing for the Council are: 
 

• Public Works Loan Board (PWLB) and any successor body; 
• UK local authorities; 
• Any bank or building society authorised to operate in the UK; 
• UK public and private sector pension funds; 
• Capital market bond investors; 
• Any other UK public sector body; 
• UK Municipal Bonds Agency plc and other special purpose companies created to 

enable local authority bond issues. 
 
In addition, capital finance may be raised by the following methods that are not borrowing, 
but may be classed as other debt liabilities: 
 

• Leasing; 
• Hire purchase; 
• Private finance initiatives; 
• Sale and leaseback. 

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

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

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

 
The Council has £25.000 million of LOBO (Lender Option Borrower’s Option) loans where 
the lender has the option to propose an increase in the interest rate at set dates, following 
which the Council has the option to either accept the new rate or to repay the loan at no 
additional cost. There are no LOBO loans that have redeemable options during 2019/20.  
The LOBO loan portfolio has reduced by £31.600 million due to the repayment of three 
Commerzbank LOBO loans in July 2018 and seven KA Finanz LOBO loans in December 
2018. It may be possible to restructure further LOBO loans if it is economically viable and 
the lender has the appetite to do so. The Council may take advantage of this and replace 
some loans with new loans where this is expected to lead to an overall cost saving or a 
reduction in risk. 
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The PWLB allows the repayment of loans before maturity with either the payment of a 
premium or the receipt of a discount according to a set formula based on current interest 
rates. Other lenders may also be prepared to negotiate premature redemption terms. The 
Council may take advantage of this and replace some loans with new loans, where this is 
expected to lead to an overall cost saving or a reduction in risk. 
 
Borrowing in Advance of Need 
 
The Council may from time to time, borrow in advance of need, where this is expected to 
provide the best long-term value for money. Since amounts borrowed will be invested until 
spent, the Council is aware that it will be exposed to the risk of loss of the borrowed sums, 
and the risk that investment and borrowing interest rates may change in the investing 
period. These risks will be managed as part of the Council’s overall management of its 
treasury risks. 
 
Borrowing in advance will be made within the constraints that: 
 

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

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

Risks associated with any borrowing in advance activity will be subject to prior appraisal 
and subsequent reporting through the quarterly or annual reporting mechanism. 
 
INVESTMENT STRATEGY 
 
The Council holds invested funds, representing income received in advance of expenditure 
plus balances and reserves held. In the past 12 months, the Council’s investment balance 
has ranged between £10.000 million and £26.000 million, and similar levels are expected 
to be maintained in the forthcoming year. 
 
The CIPFA Code requires the Council 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 Council’s objective when investing money is to strike an appropriate balance 
between risk and return, minimising the risk from incurring losses from defaults and the 
risk of receiving unsuitably low investment income. Where balances are expected to be 
invested for more than one year, the Council will aim to achieve a total return that is equal 
or higher than the prevailing rate of inflation, in order to maintain the spending power of the 
sum invested. 
 
If the UK enters into a recession in 2019/20, there is a small chance that the Bank of 
England could set its Base Rate at or below zero, which is likely to feed through to 
negative interest rates on all low risk, short-term investment options. This situation already 
exists in many European countries. In this event, security will be measured as receiving 
the contractually agreed amount at maturity, even though it may be less than the amount 
originally invested. 
 
The Council aims to achieve value from its treasury investments by a business model of 
collecting the contractual cash flows and therefore, where other criteria are also met, these 
investments will continue to be accounted for at amortised cost. 
 
 
 
 
 

Appendix 11 Annual Capital Strategy 2019-20  - Council Page 65 of 123



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

• No new investment will be made, 
• Any existing investments that can be recalled or sold at no cost will be, and 
• Full consideration will be given to the recall or sale of all existing investments with 

the affected counterparty. 
 
Where a credit rating announces that an A- rating is on review for possible downgrade 
(also known as “rating watch negative” or “credit watch negative”) so that it may fall below 
the approved rating criteria, then only investments that can be withdrawn on the next 
working day will be made with that organisation until the outcome of the review is 
announced. This policy will not apply to negative outlooks, which indicate a long-term 
direction of travel rather than an imminent change of rating. 
 
The Council understands that credit ratings are good, but not perfect, predictors of 
investment default. Full regard will therefore be given to other available information on the 
credit quality of the organisation’s in which it invests, including credit default swap prices, 
financial statements, information on potential government support, reports in the quality 
financial press and analysis and advise from the Council’s treasury management advisor. 
No investments will be made with an organisation if there are substantive doubts about its 
credit quality, even though it may over wise meet the Council’s criteria.  
 
When deteriorating financial market conditions affect the creditworthiness of all 
organisations, as happened in 2008 and 2011, this is not generally reflected in credit 
ratings, but can be seen in other market measures. In these circumstances, the Council 
will restrict its investments to those organisations of higher credit quality and reduce the 
maximum duration of its investments to maintain the required level of security. The extent 
of these restrictions will be in line with prevailing financial market conditions. If these 
restrictions mean that insufficient commercial organisations of high credit quality are 
available to invest the Council’s cash balances, then the surplus will be deposited with the 
UK Government, via the Debt Management Office, treasury bills or with other local 
authorities. This will cause a reduction in the level of investment income earned but will 
protect the principal sum invested. 
 
Sole reliance will not be placed on the use of the external service provided by the 
Council’s treasury management advisors.  In addition this Council will also use market 
data and market information, information on Government support for banks and the credit 
ratings of that Government support, as well as office judgement and expertise. 
 
Liquidity Management 
 
The Council uses a cash-flow forecasting model to determine the maximum period for 
which funds may prudently be committed. The forecast is compiled on a pessimistic basis, 
with receipts under-estimated and payments over-estimated to minimise the risk of the 
Council being forced to borrow on unfavourable terms to meet its financial commitments. 
 
Limits on long-term investments are set by reference to the Council’s medium-term 
financial plan and cash flow forecast.  
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Interest Rate Outlook  
 
The Monetary Policy Committee (MPC) increased Bank Rate in August 2018 to 0.75%. 
The MPC maintained expectations of a slow rise in interest rates over the forecast horizon.  
 
Short-term investments returns however remain low. Although they have picked up slightly 
since the rate rise they remain at around 0.5% to 0.8%. Future expectations for higher 
short term interest rates are subdued and on-going decisions remain data dependant and 
negotiations on exiting the EU will impact on monetary policy decisions. The suggested 
budgeted investment earnings rates for returns on investments placed for periods up to 
three months during each financial year for the next three years are as follows:  
 

• 2019/20 1.00%   
• 2020/21 1.25%  
• 2021/22 1.25% 

 
Changes in interest rates will have a wider impact on the Council than both interest 
payable and receivable. These tend to impact over a longer time-scale and may impact on 
the following: 
 

• Pensions: Depending on the nature of the pension fund’s investments, interest rate 
rises could cause its value to rise or fall. Rate rises will reduce the present value of 
future pension payments and should also lead to an increase in the expected return 
on pension assets. Both of these will lead to a smaller deficit and eventually to 
lower employers’ contributions. 

• Economy: Interest rates are linked to the performance of the UK economy with rate 
rises likely to come at a time of economic growth. Local authorities should therefore 
see rate rises accompanied by increases in business rates income and reductions 
in council tax support expenditure. Incomes from equity and property investments 
also tend to grow with the general economy. 

• Inflation: The Monetary Policy Committee uses short-term interest rates to control 
inflation, and normally raises rates if inflation is expected to increase. While few 
items in the Council’s budget are directly linked to inflation, it is likely that almost all 
revenue income and the majority of revenue expenditure is indirectly linked.  

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

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

• At the end of the financial year a report on the Council’s investment activity will be 
submitted to Cabinet as part of the Consolidated Financial Outturn report. 

 
Counterparty List Criteria 
 
When considering any financial investments the Council will give paramount importance to 
the security aspect of the transaction.  Although risk and return are important, they will be 
deemed to be of a secondary nature. 
 
Investment limits are set by reference to the lowest published long-term credit rating from 
a selection of external rating agencies. Where available, the credit rating relevant to the 
specific investment or class of instrument is used, otherwise the counterparty credit rating 
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is used. However investment decisions are never solely based on credit ratings and all 
other relevant factors including external advice will be taken into account. 
 
The Council has general reserves available to cover investments losses.  To minimise the 
potential impact of a single default on an unsecured investment, the maximum that will be 
lent to any organisation (other than the UK Government, local authorities, and pooled 
funds) will be £2.500 million. A group of banks under the same ownership will be treated 
as a single organisation for limit purposes. Limits will also be placed on fund managers, 
investments in brokers’ nominee accounts, foreign countries and industry sectors as 
below. Investments in pooled funds do not count against the limit for any single foreign 
country, since the risk is diversified over many counties. 
 
In terms of the Council’s investment counterparties the following framework will apply: 
 

Total Limit Max Period

Unsecured Secured

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

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

Unlimited 5yrs
£3m N/A £20m N/A

£10m N/A £20m N/A

£4m 2yrs

Other Pooled Funds

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

Individual Cash Limit

Unlimited

UK Building Societies without credit ratings

Money Market Funds 

Counterparty

UK, Foreign Banks and other organisations whose 
lowest published long-term credit rating is:

Council's own Clearing Bank

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

UK Local Authorities

 
 
*If the Council’s own clearing bank fails to meet the minimum credit quality criteria the time 
limit on investments will be restricted to overnight. 
 
Current Bank Account: The Council’s current account is held with NatWest which is 
currently rated below the minimum A- rating by Moody’s. The Council may continue to 
deposit surplus cash with NatWest providing that investments can be withdrawn on the 
next working day and that the bank maintains a credit rating no lower than BBB- (the 
lowest investment grade rating).  In practice the balance is significantly lower than the 
£3.000 million allowed in the Strategy but it is deemed occasionally required for cash flow 
purposes. The balance, although not classified as an investment, is subject to bail-in and 
the Bank of England has stated that in the event of failure, banks with assets greater than 
£25.000 billion are more likely to be bailed-in than made insolvent, increasing the chance 
of the Council maintaining operational continuity. 
 
Banks Unsecured: Investments include instant access accounts, deposits, certificates of 
deposit and senior unsecured bonds with banks and building societies, other than 
multilateral banks. These investments are subject to the risk of credit loss via a bail-in 
should the regulator determine that the bank is failing or likely to fail.  
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Banks Secured:  Investments include covered bonds, reverse repurchase agreements 
and other collateralised arrangements with banks and building societies. These 
investments are secured on the bank’s assets, which limits the potential losses in the 
unlikely event of insolvency and means that they are exempt from bail-in. Where there is 
no investment specific credit rating but the collateral upon which the investment is secured 
has a credit rating, the highest of the collateral credit rating and the counterparty credit 
rating will be used to determine cash and time limits. If the investment is a reverse 
repurchase instrument the Council will have a Global Master Repo Agreement 
(GMRA200) with the financial institution. This agreement will state the collateral 
acceptable for the Council and will be monitored on a daily basis to ensure that the value 
does not deviate outside an agreed specific threshold. If the value does deviate outside 
this threshold the institution will either have to deposit additional collateral or withdraw an 
amount. The combined secured and unsecured investments in any one bank will not 
exceed the cash limit for secured investments.   
 
Government: Includes loans, bonds, deposit facility and bills issued by national 
governments, regional and local authorities and multilateral development banks. These 
investments are not subject to bail-in and there is generally a lower risk of insolvency, 
although they are not zero risk. Investments with the UK Central Government may be 
made in unlimited amounts up to 5 years.   
 
Corporates: Includes loans, bonds and commercial papers issued by companies other 
than banks and registered providers. These investments are not subject to bail-in but are 
exposed to the risk of the company going insolvent. Loans to unrated companies will only 
be made as part of a diversified pool in order to spread the risk widely.   
 
Registered Providers: Loans and bonds issued by, guaranteed by or secured on the 
assets of social housing and registered social landlords, formally known as housing 
associations. These bodies are tightly regulated by the Regulator of Social Housing (in 
England), the Scottish Housing Regulator, the Welsh Government and the Department for 
Communities (in Northern Ireland). As providers of public services, they retain a high 
likelihood of receiving government support if needed. 
 
Pooled Funds: Shares or units in diversified investment vehicles consisting of any of the 
above investment types, plus equity shares and property. These funds have the 
advantage of providing a wide diversification of investment risks, coupled with the services 
of a professional fund manager in return for a fee. Short-term Money Market Funds that 
offer same-day liquidity and very low or no volatility will be used as an alternative to instant 
access bank accounts, while pooled funds whose value changes with market prices and/or 
have a notice period may be used for longer investment periods. Bonds, equity and 
property funds offer enhanced returns over the longer term, but are more volatile in the 
short term. These allow the Council to diversify into asset classes other than cash without 
the need to own and manage the underlying investments. Due to these funds having no 
defined maturity date, but are available for withdrawal after a notice period, their 
performance and continued suitability in meeting the Council’s investment objectives will 
be monitored regularly. 
 
Full individual listings of counterparties and counterparty limits are held by Financial 
Services and investments are reported as part of the quarterly performance updates to 
Cabinet. 
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Investment of Money Borrowed in Advance of Need 
 
The Borrowing Policy covers the Council’s policy on borrowing in advance of spending 
needs. Although the Council has not borrowed in advance of need to date and has no 
current plans to do so in the immediate future, any such future borrowing would impact on 
investment levels for the period between borrowing and capital spending. 
 
Any such investments would, therefore, be made within the constraints of the Council’s 
current Annual Investment Strategy, together with a maximum investment period related to 
when expenditure was expected to be incurred. 
 
Ethical Investments 
 
The Council seeks to ensure that it does not invest in unethical investments.  Examples 
include investments relating to human rights abuses, environmental degradation, 
discrimination on the grounds of race, gender, disability or sexuality, support of unethical 
operations such as arms sales to military regimes, tobacco production or animal testing for 
cosmetic reasons.    

 
TREASURY MANAGEMENT INDICATORS FOR 2018/2019 TO 2022/2023  
 
The Council measures and manages its exposure to treasury management risks using the 
following indicators. 
 
Security: The Council has adopted a voluntary measure of its exposure to credit risk by 
monitoring the value-weighted average of its investment portfolio. This is calculated by 
applying a score to each investment (AAA=1, AA+=2 etc.) and taking the arithmetic 
average, weighted by the size of the investment. Unrated investments are assigned a 
score based on their perceived risk. 
 
Credit Rate Indicator Target 
Portfolio average credit A 

 
Interest rate risk: CIPFA defines interest rate risk as “the risk that fluctuations in the 
levels of interest rates create an unexpected or unbudgeted burden on the organisation’s 
finances, against which the organisation has failed to protect itself adequately”. In local 
authorities this risk is therefore commonly considered in the context of the impact of 
changes in interest rates on the revenue accounts. 
 
The CIPFA updated 2018 Treasury Management guidance notes requires local authorities 
to explain their strategy for managing interest rate risk to make full use of benchmarks in 
setting the strategy. 
 
The Council has opted to benchmark the risk by measuring the impact of a 1% change in 
interest rates which is also a disclosure note within the Council’s Statement of Accounts. 
Whilst this disclosure in the Statement of Accounts requires the actual impact of interest 
rate changes, this indicator will set a limit on the impact. This is to provide protection to the 
revenue account from unexpected falls in interest rates causing a loss of investment 
income, and from unexpected raises in interest rates causing an increase in interest 
payable. 
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The Council as part of its Medium Term planning makes an assumption on projected 
interest rate rises or falls. In the event that interest rates rise faster than anticipated, which 
creates a budgetary pressure; this will be reflected in the quarterly finance report and will 
be funded from either savings elsewhere in the Council or from earmarked reserves. 
 
The Council is expected to remain a net borrower in 2019/20 so a fall in rates would lead 
to savings rather than incurring additional cost. 
 

 
 
The amounts in the table above cover the whole of the MFTP period 2018-2023. 
 
Maturity structure of borrowing: This indicator is set to control the Council’s exposure to 
refinancing risk. The upper and lower limits on the maturity structure of borrowing will be: 
 
Maturity Structure of Borrowing Lower Limit Upper Limit
Under 12 months 0% 35%
12 months and within 24 months 0% 40%
24 months and within 5 years 0% 80%
5 years and within 10 years 0% 90%
10 years and within 25 years 20% 100%
25 years and above 20% 100%  
 
Time periods start on the first day of each financial year. The maturity date of borrowing is 
the earliest date on which the lender can demand repayment. The code requires that 
LOBO loans are treated as if they will mature in their next call period. The Council is in 
contact with lenders and treasury advisors and has determined that given the current rate 
of these loans it is unlikely that they will be recalled for payments. 
 
Principal sums invested for periods longer than a year: The purpose of this indicator is 
to control the Council’s exposure to the risk of incurring losses by seeking early repayment 
of its investments. The limits on the long-term principal sum invested to final maturities 
beyond the period end will be: 
 
Price risk indicator 2019/20 2020/21 2021/22
Limit on principal invested beyond year end £25m £25m £25m   
 
OTHER TREASURY MANAGEMENT ISSUES 
 
Policy on the Use of Financial Derivatives 
 
Local authorities have previously made use of financial derivatives embedded into loans 
and investments both to reduce interest rate risk (e.g. interest rate collars and forward 
deals) and to reduce costs or increase income at the expense of greater risk (e.g. LOBO 
loans and callable deposits). The general power of competence in Section 1 of the 
Localism Act 2011 removes much of the uncertainty over local authorities’ use of 
standalone financial derivatives (i.e. those that are not embedded into a loan or 
investment). 
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The Council will only use standalone financial derivatives (such as swaps, forwards, 
futures and options) where they can be clearly demonstrated to reduce the overall level of 
financial risks that the Council is exposed to.  Additional risks presented, such as credit 
exposure to derivative counterparties, will be taken into account when determining the 
overall level of risk. Embedded derivatives, including those present in pooled funds, will 
not be subject to this policy, although the risks they present will be managed in line with 
the overall Treasury Management Strategy. 
 
Financial derivative transactions may be arranged with any organisation that meets the 
approved investment criteria. The current value of any amount due from a derivative 
counterparty will count against the counterparty credit limit. 
 
Markets in Financial Instruments Directive 
 
The Council has opted up to professional status with the majority of its providers of 
financial services, including advisors, banks, brokers and fund managers. This allows 
access to a greater range of services but without the greater regulatory protections 
afforded to individuals and small companies. Given the size and range of the Council’s 
treasury management activities, the Corporate Director for Resources believes this to be 
the most appropriate status. 
 
Other Options Considered 
 
The MHCLG CIPFA Code does not prescribe any particular Treasury Management 
Strategy for local authorities to adopt.  The Corporate Director 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. 
 

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 
credit related defaults, but any 
such losses may be smaller 

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  Saving on debt interest is 
likely to exceed lost 
investment income 

Reduced investment balance 
leading to a lower impact in the 
event of a default; however 
long-term interest costs may be 
less certain 
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      APPENDIX 11(C) 
 

   
REDCAR & CLEVELAND BOROUGH COUNCIL 

 
ANNUAL INVESTMENT STRATEGY 2019/2020 

 
 
INTRODUCTION 
 
The Council 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 Council 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 both the police and fire 
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 balance of treasury 
management investments is expected to fluctuate between £10.000 million and £26.000 
million during the 2019/20 financial year. 
 
Contribution 
 
The contribution that these investments make to the objectives of the Council is to support 
effective treasury management activities.  
 
Further details 
 
Full details of the Council’s policies and its plan for 2019/20 for treasury management 
investments are covered in a separate document, the Treasury Management Strategy 
included in APPENDIX B 
 
SERVICE INVESTMENTS: LOANS 

The Council’s general investment powers come under the Local Government Act 2003 
(section 12). Under this Act a local authority has the power to invest for any purposes 
relevant to its functions or for the purpose of the prudent management of its financial 
affairs. 
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In addition to investment the Council has the power to provide loans and financial 
assistance to organisations under the Localisation Act 2011 (and also formally under the 
general power of wellbeing in the Local Government Act 2000) which introduced a general 
power of competence for authorities (to be exercised in accordance with their general 
public law duties). 
 
Any such loans to organisations by the Council, will therefore be made under these 
powers. and will either be classed as capital expenditure by the Council under the Local  
Authorities  ( Capital Finance and Accounting) Regulations 2003 or as a revenue loan. 
 
Contribution 
 
The Council may lend money to businesses, charities, housing associations, and its 
employees to support local public services and stimulate local economic growth. The 
material loans in the 2017/18 and 2018/19 accounts include: 
 
Durham Tees Valley Rehabilitation Service - £2.000 million. These were two loans for 
£1.000 million with interest rates marginally above PWLB rates. The loans were agreed for 
cash flow purchases to enable the set-up of the organisation following privatisation in 
February 2015. These loans have now been repaid during the 2018/19 financial year. 
Sports Leisure Management - £0.605 million. This loan was agreed as part of the 
tendering process to select an operator to run the Council’s leisure centres. The loan is 
given to fund the replacement of capital assets and is repaid on an agreed schedule. 
Bellway Homes - £4.000 million. The loan is in respect of a deferred payment for the sale 
of land at Swan’s Corner. The contract was agreed on the basis that the capital receipt will 
be paid in three tranches. The final tranche is due for payment in 2019/20. 
Future Regeneration in Grangetown (FROG) - £0.200 million maximum agreed loan. A 
loan agreement has been signed to cash-flow FROG for a bridging loan on the VAT 
element of the capital scheme for the refurbishment of Grangetown United. The loan is 
refunded to the Council once FROG receives the VAT refund from the Inland Revenue.  
 
Security 
 
The main risk when making service loans is that the borrower will be unable to repay the 
principal lent and/or the interest due. In order to limit this risk, and ensure that total 
exposure to service loans remains proportionate to the size of the Council, upper limits on 
the outstanding loans to each category of borrower have been set as follows:  
 
Table 1: Loans for Service Purposes 

Category of Borrower
31.03.2018 

Actual 2019/20
Balance Owing Balance Owing Loss Allowance Net figure in accounts Approved Limit

£m £m £m £m £m
Charities 0.643 0.990 0.018 0.972
Businesses 4.526 4.010 0.001 4.009
Employees 0.010 0.025 0.003 0.023
Durham Tees Valley 
Rehabilitation Service 2.000 0 0.000 0.000
Total 7.179 5.025 0.021 5.004 2.000

31.03.2019 Forecast

2.000

 

Accounting standards require the Council to set aside loss allowance for loans, reflecting 
the likelihood of non-payment. The figures for loans in the Council’s statement of accounts 
from 2018/19 onwards will be shown net of this loss allowance. However, the Council 
makes every reasonable effort to collect the full sum lent and has appropriate credit control 
arrangements in place to recover overdue repayments.  
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Risk assessment 
 
The Council assesses the risk of loss before entering into a contract. Loans (excluding 
employee loans) will be assessed following a financial assessment of the organisation 
which will include the company’s accounts and a business plan. 
 
SERVICE INVESTMENTS: SHARES 
 
The Council currently holds the following shares: 
 
Durham Tees Valley Airport Ltd – the Council has a shareholding in the airport. These 
are currently valued at zero due to operating losses incurred during recent financial years. 
SITA Tees Valley Ltd – the Council holds a number of redeemable preference shares.  
 
These are historic and were transferred to the Council as part of Local Government 
Reorganisation. The Council has elected to hold the shares at Fair Value through Other 
Comprehensive Income (FVOCI). In effect this means that any movement in the fair value 
of the shares can be held in an unusable reserve until derecognition. At the point of 
derecognition any balance in the reserve will need transferring to the Income and 
Expenditure account.  
 
The Council does not currently invest in shares to support local public services or to 
stimulate local economic growth. There are risks in investing in shares. They may fall in 
value meaning that the initial outlay may not be recovered.  
 
If it becomes advantageous to purchase shares this strategy will be updated and 
resubmitted for approval. 
 
COMMERCIAL INVESTMENTS: PROPERTY 
 
The Ministry of Housing and Central Local Government (MHCLG) defines property to be 
an investment if it is held primarily or partially to generate a property. 
The Council currently holds a portfolio of assets which are categorised as investment 
properties because they meet the definition under the CIPFA code which is: 
 
“property (land or a building, or part of a building, or both) held solely to earn rentals or for 
capital appreciation or both, rather than for administrative purposes” 
 
The majority of the investment properties in the Council’s portfolio are historic or have 
been constructed as part of regeneration projects. If these are deemed not beneficial to 
the outcomes for the Council they will become surplus and marketed for sale. 
 
The Council does not currently hold any investment properties purchased primarily or 
partially to generate a profit. If this becomes a priority for the Council, a detailed business 
case will be prepared and reported to Cabinet for approval prior to inclusion in the Capital 
Investment Programme. The Strategy will also be updated with details regarding security, 
risk and liquidity of the property acquired. 
 
LOAN COMMITMENTS AND FINANCIAL GUARANTEES 
 
Although not strictly counted as investments, since no money has exchanged hands yet, 
loan commitments and financial guarantees carry similar risks to the Council. The Council 
currently has no contractual commitments or guarantees.  
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If the Council enters into or becomes liable for a loan commitment or financial guarantee 
this strategy will be updated. 
 
INVESTMENT INDICATORS 
 
The Council has set the following quantitative indicators to allow elective members and the 
public to assess the Council’s total risk exposure as a result of its investment decisions. 
 
Total Risk Exposure 
 
The first indicator shows the Council’s total exposure to potential investment losses. 
 
Table 2 – Total Investment Exposure 

31.03.2018 31.03.2019 31.03.2020
Actual Forecast Forecast

£m £m £m
Treasury management investments 13.505 12.000 12.000
Service investments: Shares 0.313 0.313 0.313
Service investments: Loans 7.179                     5.004                3.004           
Total Exposure 20.997                   17.316              15.316         

Total Investment Exposure

 

How Investments Are Funded 
 
The Council does not associate particular assets with particular liabilities and will only 
secure borrowing as such when liquidity is compromised. The Council’s investments are 
funded as follows: 
 

• the treasury management investments are mainly funded by usable reserves and 
income received in advance of expenditure; 

• the Council’s shareholding is historic and as such no funds have been exchanged 
for their purchase; 

• The current loans mainly relate to a deferred receipt for the sale of land. This will 
only become useable on settlement of this liability and will fund future capital 
expenditure. The remaining sums are funded through existing cash-flows. 

 
Rate of Return Received 
 
This indicator shows the investment income received less the associated cost of 
borrowing, if appropriate, as a proportion of the sum initially invested. 
 
Table 3- Investment Rate of Return 

31.03.2018 31.03.2019 31.03.2020
Actual Forecast Forecast

£m £m £m
Treasury management investments 0.057 0.213 0.450
Service investments: Shares -                  -                  -                  
Service investments: Loans 0.156              0.097              0.035              
Total Exposure 0.213              0.310              0.485              

Investments Net Rate of Return
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APPENDIX 11 (D) 
 

MINIMUM REVENUE PROVISION POLICY STATEMENT 2019/2020 
 
When the Council finances expenditure by debt, it must set aside resources to repay that 
debt in later years. The amount charged to the revenue budget for the repayment of debt 
is known as the Minimum Revenue Provision (MRP). Although there has been no statutory 
minimum since 2008, the Local Government Act 2003 requires the Council to have regard 
to the Ministry of Housing, Communities and Local Government (MHCLG) Guidance on 
Minimum Revenue Provision most recently issued in 2018. 
 
The broad aim of MHCLG Guidance is to ensure that capital expenditure is financed over 
a period that is either reasonably commensurate with that over which the capital 
expenditure provides benefits, or, in the case of borrowing supported by Government 
Revenue Support Grant, reasonably commensurate with the period implicit in the 
determination of that grant. 
 
The MHCLG Guidance requires the Council to approve an Annual MRP statement each 
year and recommends a number of options for calculating a prudent amount of MRP. The 
proposed methods are as follows:- 
 
For capital expenditure incurred before 31 March 2008, MRP will be determined as 2% of 
the Capital Financing Requirement as at the 01.04.2018 adjusted by Factor A and will be 
on a straight line basis for future financial years; 
 
For unsupported capital expenditure incurred after 31 March 2008, MRP will be 
determined by charging the expenditure over the expected useful life of the relevant asset 
on an annuity basis equal to a PWLB rate at the end of the relevant financial year. MRP on 
land and buildings will not exceed 50 years and MRP on expenditure not related to fixed 
assets, but which has been capitalised by regulation or direction will be charged over 20 
years; 
 
For assets acquired by finance leases or a PFI, the MRP will be determined by charging 
the expenditure over the expected useful life of the relevant asset on an annuity basis 
equal to a PWLB rate at the end of the relevant financial year. 
 

Where loans are made to other bodies for their capital expenditure, no MRP will be 
charged. The capital receipts generated by the annual repayment on those loans will be 
put aside to repay debt instead. 
 
Capital expenditure incurred during 2019/20 will not be subject to an MRP charge until 
2020/21. 
 
Based on the Council’s estimate of its Capital Financing Requirement at 31st March 2019, 
the budget for MRP has been set as follows: 
 

Capital Financing Requirement (CFR) 
Budgeted MRP 

2019-20 
  £m 
Capital Expenditure Before 1.3.2008 1.861 
Unsupported Capital Expenditure after 31.3.2008 2.039 
Finance Leases and Private Finance Initiatives 1.303 
Total 5.203                                            
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APPENDIX 11 D(i) 

 
REVISED MINIMUM REVENUE PROVISION POLICY STATEMENT 2018/2019 
 
When the Council finances expenditure by debt, it must set aside resources to repay that 
debt in later years. The amount charged to the revenue budget for the repayment of debt 
is known as the Minimum Revenue Provision (MRP). 
 
The broad aim of the MHCLG Guidance is to ensure that debt is repaid over a period that 
is either reasonably commensurate with that over which the capital expenditure provides 
benefits, or, in the case of borrowing supported by Government Revenue Support Grant, 
reasonably commensurate with the period implicit in the determination of that grant. 
 
The MHCLG Guidance requires the Council to approve an Annual MRP statement each 
year and recommends a number of options for calculating a prudent amount of MRP. The 
proposed methods are as follows:- 
 
For capital expenditure incurred before 31 March 2008, MRP will be determined as 2% of 
the Capital Financing Requirement as at the 01.04.2018 and will be on a straight line basis 
for future financial years; 
 
For unsupported capital expenditure incurred after 31 March 2008, MRP will be 
determined by charging the expenditure over the expected useful life of the relevant asset 
on an annuity basis equal to a PWLB rate at the end of the relevant financial year; 
 
For assets acquired by finance leases or a PFI, the MRP will be determined by charging 
the expenditure over the expected useful life of the relevant asset on an annuity basis 
equal to a PWLB rate at the end of the relevant financial year. 
 
Where loans are made to other bodies for their capital expenditure, no MRP will be 
charged. The capital receipts generated by the annual repayment on those loans will be 
put aside to repay debt instead. 
 
Capital expenditure incurred during 2017/18 will not be subject to an MRP charge until 
2018/19. 
 
The budget for the 2018/19 MRP was set on an estimated Council’s Capital Financing 
Requirement at 31st March 2018. This is now shown below with a revised outturn based on 
a change to the methodology on pre-2008 debt and a small saving on post-2008 following 
the closure of the 2017/18 accounts: 
 

Capital Financing Requirement (CFR) Budgeted MRP 2018-19
Revised MRP 

2018-19 Difference
£m £m £m

Capital Expenditure Before 1.3.2008 2.565 1.861 -0.704
Unsupported Capital Expenditure after 31.3.2008 2.107 2.087 -0.020
Finance Leases and Private Finance Initiatives 1.243 1.243 0.000
Total 5.915 5.191 -0.724  
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APPENDIX 12 

Redcar and Cleveland Borough Council Budget Consultation 2019/2020 

 
Q1. Do you have any comments relating to the proposed capital investment programme as 
outlined in Appendix 1 of the Budget Proposal Report, that you would like the Council to 
consider? Please tell us in the box below: 

Answered: 98 Skipped: 76 

1 No 
2 No.  
3 No comment.  
4 Unfortunately necessary  
5 A surprisingly small amount for the large town of Guisborough ! 
6 Whilst I wholeheartedly endorse the diversity and inclusivity of the plan in providing for the 

whole cross section of its community, I am surprised to see that the biggest expenditure is 
on an academy at the Kirkleatham site. This is laudable in it's own right but I am concerned 
that it is not likely to generate the level of return in the long run which other possible 
investments in the community might do. I hope that I am wrong.  

7 Why is the Council contributing to the pitch upgrade for the MafC Foundation? 
 
Work on road safety issues on Flatts Lane should be considered (showing in your budget as 
Flatts Lane and Swans Corner?)A roundabout is a must onto the Guisborough bypass before 
there is a fatality. I assume that you have challenged Government about the business rates 
you didn’t receive from GDF Suez as this seems very unfair. 

8 Apart from work done to the old British Legion Club, what else is happening in 
Grangetown? 

9 Not at this time 
10 You should consider pushing back capex into later years.  For 2019-20 it is 2.5x more than 

that planned for 2021-22.  Deferring expenditure is the thing to do here. 
11 Needs explanatory notes. a 
12 No 
13 Rather surprised at cost of Skelton Townscape Heritage Project.  
14 No  
15 None 
16 Where's the investment in New Marske? 
17 Lots of spending, is it all necessary or nice to have, eg £3.7 millions on IT improvements,I 

can think of a lot of things I would sooner spend that much on.Just one example, I could 
pick out a lot more. 

18 It seems far reaching and will hopefully help to improve the area.  
19 No. 
20 There is no specific mention of investment in schools in Guisborough which are 

oversubscribed due to large amounts of new housing. 
21 This all looks as I expected but I would like to see money ring fenced for CCTV in areas 

known to be potential trouble spots? 
22 To be honest no I don't have any comments. I am not involved with some of the issues so 

feel it would be wrong just to disagree. 
23 where are salary costings in this and council house building 
24 No 
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25 I would like more information on investment plans. 
26 Why does Guisborough need more than Eston Town Centre Revival?  Eston is in more need 

as it looks scruffy and has no Supermarket or Coffee Shops whereas Guisborough has lots of 
nice shops and a market. 

27 swan's corner and flatts lane traffic improvements, should'nt this be done by the firms 
builing in this area?. 

28 No 
29 Is there a substantive need to do all of this? Even in industry, there are 'lean years' where 

investment is scarce. 
30 There is nothing on the list that will/May benefit residents of Brotton. 
31 Kirkleatham scheme seems expensive for a smaller benefit group, unless long term rewards. 

 
Most seem to be in decline over time which does not bode well for the area, is that what 
the govt wants? 

32 No 
33 There is significant capital investment proposed here in a time of severe financial 

constraints.  Some is good money after bad, particularly the Town Centre Revival money 
and quite where you are finding in Skelton to spend over £2m will surprise even Skelton 
residents. 
 
The vehicle replacement programme also seems exceptionally large - have these assets 
been 'sweated' to the end of their life. 
 
Considering the other capital investments proposed, the R&C Investment Fund seems 
unnecessary. 
 
The Swans Corner/Flatts Lane investment will be interesting to see since you blatantly 
ignored the best solution to the problem and then sold the land to undertake it. 

34 Appalled at the way this Government continues to cripple local authorities. They just don't 
care what happens especially outside London. 

35 no 
36 Allocation of Town Centre revival budget heavily favours Redcar AGAIN.(35% of total), and 

exceeds the total for the whole of Loftus, Saltburn, Eston and Guisborough revival budgets.  
Again no money set aside for the Guisborough Town Hall Gateway Project while the 
building continues to remain empty and further deterioration is evident with broken 
windows, pigeon infestation and pigeon droppings on the pavements making them dirty 
and dangerous. 

37 It appears to be heavily weighted in favour of Redcar, a more equitable distribution of 
capital and resources would be welcome  

38 Disapointed to see that there are no investment proposals for Normanby. Also that there 
are no proposals to assist in transport facilities to those areas not supported by public 
transport 

39 MONEY FOR THE HIGHWAYS MAINTAINANCE HAS BEEN REDUCED, WHY WHEN THE 
HIGHWAYS ARE IN SUCH POOR CONDITION 

40 No, you can only use the amount of money you have at your disposal and if it means a slight 
increase in tax then if it’s spent wisely no problem 

41 I don't see specified Climate Change initiatives being planned for ie tree planting schemes, 
coastal erosion prevention, energy use conservation , wind turbines etc 

42 What is the Skelton Township Heritage project. I do not think we should be spending large 
amounts of money building memories to the past. What is the Carbon management 
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programme? A lot of money to be spent on something no one outside of the council knows 
anything about 

43 Why are we allocating £136000 to a private venture call Middlesbrough foundation. Where 
is the allocation for the eston recreational area that has been promised? 

44 No 
45 Delete the tourism budget 
46 Why do residents have to pay for business rates the council failed to collect? Why only 

£50,000 on libraries.  
47 There are some very good ideas for improving and developing particular towns and areas in 

Redcar and Cleveland  
48 £340k for a bespoke home for recovering alcoholics, benefits how many? 

 
How much does it cost to run? 
 
Yet only £300k on leisure centres, seems an imbalance. 
 
Nearly £6 million on Purchase of vehicles. As the driver of a company vehicle we are 
keeping our vehicles longer, can this be considered to reduce this cost. 
 
IT improvements is a broad title, £3.7 million, new mobiles for everyone? 
 
Sorry for being flippant but when costs need to be saved every decision must be 
questioned. 

49 I feel money should be spent on making public transport more reliable, clean, safe and 
cheaper. Ideas such as trams, more trains at affordable prices, buses with security to tackle 
antisocial behaviour to make them more appealing. This transport should be able to hop on 
hop off all times of the day and night. This would reduce private transport reducing 
pollution making the roads less congested and safer for children and the elderly.  
 
Should we be improving school estates and extending poor performing schools, or should 
we be using that money to entice higher qualified teachers to the profession so our kids get 
the best education rather than a poor education in a nice building? 
 
I do like the money being spent on improving town centers and the coastal areas and 
museums. If we make the area more appealing then we will get more visitors and increase 
business revenue.  

50 No - I would need more details 
51 This lengthy list is hard to take in, especially as I do not recognise/understand some of the 

meanings of topics and specific places mentioned or their purpose e.g. "Oxford  
 
House", CSDP Adaptations, Capitalised Repairs. Some elements seem to have been 
allocated a huge amount of money and there's no real indication of what will actually be 
purchased e.g. Fleet replacement of vehicles. Won't money be raised on the sale of the old? 
Would money from this be used for ONE replacement mobile library for the isolated schools 
and villages of E. Cleveland? £61,250 is planned for Redcar Leisure and Community Heart, ( 
just ONE town), Libraries and Customer Services reconf.n. gets just £10,500. Of the libraries 
we once had in the borough many have been closed, open for reduced days/hours and 
library staff. Libraries will be crucial in the roll-out of Universal Credit and I see few signs of 
preparation for this. I hope the figures will be tweaked before final decisions are made. A 
fairly small sum can make a real impact on the quality of life for many people from of all 
generations. Your mission statements heading this message are commendable. I don't see 
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here, given the strain placed on the budget by looking after children, what money is being 
set aside to try to avoid the need for such care by early intervention for them.  

52 its about time the spending is equitable especially on Guisborough. The danger is you 
always spend on deprived areas but never on the area that generate the funds 

53 Hopefully we, the public, will actually see good value for money with all this investment? 
 
Also hope the council makes every effort to ensure there is no overspend! 

54 No, All looks fare to me 
55 No, All looks fare to me 
56 I'm rather surprised by the amounts for Fleet Replacement and alternative delivery models.  

However without further details it is difficult to comment further. 
57 No 
58 Not enough information to make a proper comment, i.e. Information Technology 

Improvements over 3 million for what useless software that more man hours and therefore 
money has to be spent to try and modify it to be able to use it. 

59 No 
60 If we want thinks to be done we have to pay 
61 Would it not be cheaper to lease vehicles ? 
62 Why are there so many empty shops in red car.  
63 £9 Million for an Ironstone Museum and for a Walled Garden project during times of cut 

backs and austerity seem an incredible and frivolous waste of money we clearly haven't got 
adding very little value and very little pay back to the local Tax payers.  

64 Over £7.1/2m to be spent on the KIrkleatham project ??? 
 
£4m on street lighting ? 
 
Are these really priorities if things are as bad as made out ? 

65 No, it looks inevitable. 
66 NO SPENDING AT ALL IN BROTTON. WHY? 
67 OK l see the problem. But do not forget smaller communities.  
68 another look at funding for road resurfacing around and in Redcar. 
69 There is a lot of history in the area which may attract visitors therefor revenue but publicity 

appears to be ignored. Highways improvements; I hope it is not pointless projects such as 
modifications to Coatham Roundabout 

70 Cannot see any provision for much needed public toilets. 
71 The council has difficult choices to make, with ever decreasing government support I would 

say it’s inv plan is presently the best that can be achieved. 
72 Do you have to spend so much money in one year just on replacement vehicles. Can this 

not be done over a longer period? 
73 Does Mbro pitch refurbishment not come under middlesbrough 
74 No 
75 I agree that capital should be invested for growth. Real jobs are needed. Focus on jobs that 

are more highly skilled, to break the cycle of low pay. Encourage local firms to bid for 
contracts, help them to grow too. 

76 the capital investment programme needs to show it achieves long term benefits for 
residents which can be measured and improve how council services are delivered.   

77 It’s important the council continues to invest in the borough and set aspirations to improve 
the areas employment opportunities and outcomes for residents.  

78 I don't see that inveestiment in Saltburn and Guisborough Town Centres is necessary at this 
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time.  The Town Hall in Guisborough remains emplty and deterioriating.  This should be sold 
rather than being left to rot.  Less investment in Eston - this area has received a large 
amount of investment over the years.  The Walled Garden in an unnecessary expenses in 
this time of austerity.  Why are RCBC assisting with the Hillsview Academy expansion - this 
is an academy now. 

79 no 
80 Continues to support valuable investment within the borough 
81 Close the Ironstone Museum 

 
Don't spend anything on Skelton Townscape Heritage Project 
 
Don't do Swan’s Corner & Flatts Lane Traffic Improvements 
 
Don't do Pathways New Build 

82 The capital investment proposals are eminently sensible. The area requires investment to 
stimulate economic growth, these well considered plans very much do that.   

83 seems sensible approach and still need investment in borough 
84 Only spend money to fulfill your legal obligations. 
85 No rise in council tax and you should reduce councillors allowances. There should be more 

scrutiny of their extortionate expenses 
86 More labour related wasted aimed against those who pay 
87 no 
88 No 
89 Invest money into children’s social care so children especially looked after children can have 

their needs met.  
90 I’d like the Council to conside4 the infrastructure w3 already have and remedial repairs 

required, for example the Beavon and seafront. All the money spent yet damage is 
occurring which is never repaired to the same standard take for example the Beacon 
ourside lights and corresponding sea front lights and the shelter lights they looked fab in 
the beginning but now nether work or are damaged.  

91 It's much needed 
92 Town Centre Investment needs to be spread throughout the Borough. We see an inordinate 

amount of investment in Redcar, which is out of balance with the rest of the county. To 
address that would reflect not only it's population, but the visitor numbers. 

93 No 
94 you say you want to empathise and aid folks in debt ,yet in the same breath want a 3.99% 

increase,, a vile approach  
95 It would be nice to see Cllrs take a 10% allowance cut over a few years, we’re all in this 

together after all. 
96 No 
97 Supportive 
98 I am pleased that schools and children with problems and difficulties are included in the 

budget, but I am concerned that there doesn’t appear to be anything in place to help 
support people who suffer from long term health conditions. Are there any plans to re-
evaluate this in the near future? 

 
Q2. Government support for Council’s has steadily decreased. The financial forecast is that 
for 2019-20 Redcar & Cleveland’s annual Revenue Support Grant will be reduced by £4.091 
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million down to £7.312 million, and to nil thereafter. Growing demand for services with 
reduced support from central government is a significant challenge for the Council. The 
Council is proposing to increase Council Tax by 1.99%. If you are in a Band D property this 
rise would equate to £29.60 per annum for a full council tax payer. This would be less for 
residents eligible for discounts. Do you agree with the proposed Council Tax increase? 
 

Answered: 170 Skipped: 4 

 

ANSWER CHOICES RESPONSES % 
Yes 112 66% 
No 53 31% 
Not Sure 5 3% 
 

 

 
FURTHER COMMENTS 
1 No 
2 Councils across the country are being hard hit and I understand the need to increase their 

revenues from their communities.  
3 What is the outstanding council tax owed, and what is the council doing about this. 
4 Within inflation, more or less. 
5 Pay too much already. 
6 No  
7 No 
8 All the elements of the council tax should be rolled up  into one ,then people can see in 

total what they are being asked to pay  
9 I don't want to pay more but if it means that services contiue to be delivered so be it.  
10 No. 
11 In there, I presume is an allocation to the police budget which I hope will bring more 

visibility of police on the streets particularly Redcar?  
12 The council needs to continue to look at ways to be more efficient, in all large organisations 
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there is waste of both time and resources. It needs to fully review as a normal business 
would where savings can be made through better purchasing strategy, correct use of 
staffing and where income can be improved. 

13 No. 
14 if we built coub ncil housing in the long run this would help to Expenditure 
15 If you can afford a big expensive house in a posh area you can afford to pay a bit more tax. 
16 No 
17 Cut spending on non-essentials 
18 I don't think that we really have a choice, care costs continue to rise. When it is known that 

any work will be for someone with special needs the cost seems to rise enormously. 
19 I still belive the capital proposals need considerable (downwards) review. 
20 What else can you do? An impossible situation. 
21 Tell the Government that they will have to wait until GDF Suez pay their rates before they 

get paid. 
22 this is probably acceptable 
23 Essential expense on education, care for children and the elderly, infrastructure, housing, 

etc  must be maintained however in times of austerity projects like the Walled garden at 
Kirkleatham at over £7.5.M cannot be justified. 

24 I think information about how money is spent should be accessible in detail on the R&C 
website  

25 No 
26 I agree to the above increase provided services stay at the level they are or improve and do 

not decline any further. 
27 Delete all expenditure which is not required by law. 
28 No 
29 I am fortunate that I can afford this increase, 
30 I would like to see more money spent on local youth centres and activities for children. 

Money spent on football clubs, gymnastic clubs, netball swimming etc. Is money well spent. 
It takes the children’s off the streets reducing antisocial behaviour, increases health and 
well-being reducing the strain on the nhs, police and fire department. Also having fully 
trained social workers in these locations would help with the children’s upbringing and give 
them moral focus.  

31 It is important any extra money raised is appropriately apportioned where it is needed and 
not on ideological ventures. 

32 The council tax will doubtless be very unpopular. I'm assuming it's going to be imposed 
across the board, not just B and D properties? If it does relate to just these two that seems 
grossly unfair.  A D rating house is quite small (I live in one)  

33 make further cuts to your overheads ie staff, wages and facilities, raise more from parking 
from employees just like hospitals do 

34 I have ticked yes reluctantly as I understand the predicament Local Government is in.  It is 
the additional costs for the Police I have serious concerns with. 

35 Given the austerity measures imposed upon this council by incompetent central 
government this increase is hardly surprising. 

36 Asking for an increase when families are facing cut backs, redundancies and the use of 
Food-banks increasing seems out of touch. 

37 still too much wasteage - lighting left on all night / during daylight hours in public buildings 
toilets ,etc. Parking meters out of use for long durations - lost revenue. 

38 Live within your means. I have to. 
39 See comments below. 
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40 Please lobby the tories for a better precept 
41 how much money do you think people have to pay for ever increasing council tax, I 

appreciate we need services but at what cost ?, more council tax greater reduction in living 
standards. 

42 Council tax added to increases in water rates, utilities and cost of living in general is proving 
more and more difficult for pensioners on fixed incomes. 

43 I agree to this as a stand alone increase however the question fudges the issue as what is 
being proposed will also have an additional 2% adult social care precept and then in 
addition there will be an increase for the police budget. Therefore a comment has to be 
made on all the increases and not individual ones 

44 Any increases are hard to take as a tax payer. Government cannot let ordinary people take 
all the burden, but ordinary people cannot see key services lost because of Government 
policy which is against places like the north east. Reluctantly, I agree with the council tax 
increase - it's a way of saying we are proud of what we do in Redcar & Cleveland, even if the 
Government doesn't give a damn about us. 

45 Yes, if this will mean there is no further reduction in council services 
46 I agree to the increase to keep our services running  
47 With high areas of deprivation and an increasing pressure on social care services it is 

important these areas are appropriately funded.   
48 But it must be spent on front line services 
49 There is increased financial pressure on Councils' across the country and this is 

demonstrated in the figures.  If we are to keep the services we currently have then a 
increase in the Council Tax is inevitable.  

50 Believe it important to continue to support Council services 
51 You Need to lobby Centroal Government to tax the rich - why let Google, Amazon, 

Starbucks etc. get away without paying their taxes 
52 As a resident of the borough, I understand that the increase in council tax means there is 

more revenue available to the council to deliver the services that are both required and 
wanted by the community. As a parent of young children, I want our borough to be well 
maintained so they are growing up in a safe environment and for there to be developments 
made to make a brighter future for our children, including opportunities for their future 
employment.  

53 The budget appears to strike a good balance between delivering much needed services, 
those that we as residents value, at the same time as having to make funding reductions. If 
a small increase in my council tax helps the council to continue to provide service I am in 
favour.     

54 No way 
55 Reduce the amount you pay your overpriced chief executive and 'team'  
56 You have to stop taxing the lower middle class to support the lazy and immigrants  
57 As usual as a full income tax and council tax payer I am asked to fund council projects 

without receiving any benefit at all from the expenditure 
58 The services paid for with council tax and apparently provided by the council, particularly 

policing are abhorrent, under funded and put us the public in danger every day. The crime 
in a Guisborough is at an unacceptable level, and often there is not the policing to deal with 
this.  
 
I feel residents shoukd consider legal action as our safety, homes and belongings are 
constantly at risk. 

59 Those of us who are not on benefits are already stretched by the amount we have to 
contribute to prop up the local authority and government 
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60 Put the price of parking up in the borough to find the extra money that way rather than 
taking money off hard working people who already have enough bills to pay b 

61 In principle I can see why you are suggesting it to raise extra revenue but realistically, I 
absolutely cannot afford to pay another penny on another increasing bill 

62 Like all expenditure, this increase should be costed and attributed to services throughout 
the Borough. 
 
A clearer picture of how this cost is reflected across the Borough's service is needed to 
comment fully. 

63 i think we pay enough tje government should stop foreign aid 
64 Depends if you spend money wisely and fairly. And not line your own pockets or higher 

management 
65 Council should be more efficient and deliver only the services that matter i.e. frontline 

services. Why should tax payers fund nice to haves, generous salaries and superior pensions 
compared to those we get in the private sector? I know from first hand experience that 
there is lots of ‘dead wood’ in council workforce.  

66 I understand that costings have increased, however I am not sure I agree with the 1.99 % 
because I never personally see any benefit from these increases. My main concern is the 
state our bins get into during the summer months. They only get collected once every 2 
weeks, which isn’t so bad during the winter months, but we have to deal with horrible 
smells and flies in our bins during the warmer weather. 

 

 
Q3. The Adult Social Care Precept was created to provide additional funding towards 
the growing demand for adult social care services. Without the Precept, there is a risk 
that fewer carers could be supported, waiting lists could be introduced for social care 
assessments, and reductions in preventative services could occur. The Council is 
proposing an increase of 2.00% in the Adult Social Care Precept. If you are in a Band D 
property this rise would equate to £29.20 per annum for a full Council tax payer. This would 
be further reduced for residents eligible for discounts. Do you agree with the proposed 
Adult Social Care Precept increase of 2.00%? 
 

Answered: 161 Skipped: 13 

 

ANSWER CHOICES RESPONSES % 
Yes 111 69% 
No 46 29% 

Not Sure 4 2% 
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FURTHER COMMENTS 
1 No 
2 Absolute necessity.  
3 Let us support more cost saving plans in adult care. 
4 Total 3.99% increase significantly higher than inflation. 
5 Should be financed by central government. 
6 Should be increased. 
7 No 
8 see above  
9 I don't want to pay more but if it means that services contiue to be delivered so be it.  
10 No. 
11 Money well spent 
12 No. 
13 as above 
14 No 
15 So long as it is ring fenced and demonstrably/transparently used for Adult Social Care.  
16 This is something that should have been prepared for. Don't the government pay people to 

advise on what may become issues. 
17 is that in addition to the 58p from 2? 
18 Again, an impossible situation. 
19 The central Gov't should be paying this instead of giving the money to Europe 
20 this is a priority 
21 Again, detailed information about how money is spent should be on the R& C website  
22 This revenue should be clearly ring fenced and expenditure reported in detail to rate payers 
23 No 
24 Something has to be done to ensure our vunerable adults are well looked after.  
25 I believe allot of adult social care  an be tackled by educating our children at a young age of 

the dangers of drugs, alcohol, unhealthy eating, lack of exercise and so on. Also education 
on mental well being. Normanby primary is doing a great job on these subjects but I get the 
feeling this is lost in secondary school. If we help our volunteers in the youth teams and 
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youth clubs and get them trained on these aspects of social issues then this could be 
captured in these locations.  

26 So, £1.16 a week, so, nearly £5 a month and £55.65 a year. For a person with finite funds 
e.g. a lone pensioner like me, or for any household in the B or  D band struggling to make 
ends meet already this takes money away from essentials like fuel and fuel. Again, aised 
should be  

27 This I gladly pay. 
28 In my opinion the funding for social care should come from central government. However, 

given the governments abysmal handling of the economy and the fact that the burden has 
been unfairly placed upon councils, I feel there is no alternative but to agree this increase 
unfortunately. 

29 Money should be spent where it is needed for the welfare of the local population not for 
walled gardens that we have never needed. 

30 See comments below. 
31 I'd like to say family hoping to inherit should consider why l should pay for their inheritance.  
32 Simply because councils and MP's should be fighting government to fund this 
33 will the precept income allow for carers to be able to visit and do some real good instead of 

fleeting visits 
34 This is an area that needs investment the council are doing the best they can at present. 
35 See reply above 
36 Similar to the last one. This, however, is a cynical way of Government shifting the burden of 

taxation. It isn't bold enough to fund public services for the most vulnerable. We can't let 
older people suffer. 

37 Yes agree, as long as the council ensure the adult precept is focused on adult services  
38 the council tax increases proposed seem reasonable and affordable.  however the council 

needs to demonstrate clearly to council tax payers why these additional cost pressures are 
unavoidable and not just due to the council being inefficient  

39 See previous response.  
40 its a shame that the government, just does not pay for this and it has to be borne by 

residents 
41 We have to care for the people in our Borough, if we don't look after our own then who 

will.  If a small increase can cover this then it has to be worth it 
42 Adult Social Care is a very important function that is massively underfunded 
43 Important to support this critical area  
44 tax the rich properly 
45 Adult social care services support some of the most vulnerable members of our 

communities, largely supporting those in old age and adults with disabilities. As a resident 
of the borough, I think it is important to maintain the level of care we offer, for generations 
to come.  

46 With budgets having been cut at the same time as we have an ageing population I am all in 
favour of paying a small amount more to help these people.  

47 need to ensure our elderly people are well cared for 
48 Ok 
49 Make individuals pay for themselves  
50 The costs of elderly care is a disgrace,wages low, standard of care poor, profits sky high 
51 As a family we have for many years paid in full the cost of care for our parents. We also 

have to pay a premium of at least £100 per week as self funders. I think that we already pay 
enough into the adult care system and if this latest increase goes ahead I will withhold the 
increase from my council tax payment for the coming year 
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52 Focus more money into children's social care and children's safeguarding to protect the 
next generation  

53 Families should pay for their own care 
54 Please see previous answer.  
55 I think there should be a fairer share of funds over all services 
56 It is essencial to properly fund this service to some of the most vulnerable people in society. 

Care Workers also need much more status and recognition for the excellent work they do in 
keeping people in their own home whilst maintaining their dignity and independence. 
Minimum wage is not acceptable for these workers given the increasing responsibility, 
unsocial hours and travelling in all weathers that is required of them. Properly funded social 
care will not only lead to better outcomes but will save money for by preventing people 
develpoping more critical health and care needs.  

57 It's essential given the growing elderly population 
58 This is a sticking plaster to bigger problems of waste that need fixing at source. 
59 the social care is mainly for the over 65s there the ones thats seen increases in pensions 

and tax credits there the ones with the most money if they need care they should fund it 
themselves 

60 As long as this is ringfenced, I have no issue. 
61 More people should fund their own care.  
62 I agree that money needs to be invested in adult social care, but I think the money is being 

spent in the wrong places. 
 

 

Q4. Do you have any other comments relating to the budget proposals for 2019 - 2020 as 
out lined in the report, that you would like the Council to consider? 

 

Answered: 77 Skipped: 97 

1 No 
2 No 
3 There could be more information on what exactly can and cannot be recycled.  
4 Keep admin costs to a minimum 
5 As with previous budget forecasts and revisions I see that the vast amount of the council's 

revenue is ear-marked for the Redcar area. Whilst not wishing to denigrate the obvious 
needs in this area, isn't it about time that serious consideration is made of the crumbling 
outlying areas and districts of the authority? For example, massive house building schemes 
have been passed allowing companies like Taylor Wimpey to annihilate sections of the 
countryside around Guisborough, lining both their pockets and the unscrupulous land 
owners who are reaping vast profits from your decisions. This will admittedly lead to a 
massive inflow of revenue from the Guisborough area for the council, but what about the 
careful planning for and provision of basic services within the community of Guisborough 
e.g. School placement provision? Doctors surgeries? Adult and child mental health 
provision? Town centre shopping amenities? Road/highway structure and repair / 
maintenance? The impact of a growing population will inevitably mean increasing demand 
on these services but from your budget it is definitely not clear that it is being planned or 
catered for.  

6 See above 
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7 Proposed 3.99% increase is significantly higher than either CPI or RPI inflation.  This is 
unfair.  You need to look at ways of adult social care being funded by those receiving the 
care, where the provision is non-statutory. 

8 .none 
9 It may be a separate issue but what is the current status of the Regent cinema?  
10 I would be interested to know how much is allocated to provision for activities for young 

people in Guisborough.  Skelton's outward appearance seems to be excessively favoured. 
11 I think you have done the best you can. I hope that our council areas all benefit in time from 

the wider initiatives in industry, that are promised. 
12 No, sorry. 
13 as above 
14 No 
15 No. 
16 Police need more money 
17 NIL 
18 The lack of determination shown to REDUCE the council tax burden for residents. The 

impression that I get when I read the budget document is that it has been 'dressed up' to 
create the impression that someone has tried, but failed, to reduce overall spending 
requirement. 

19 Again the area where I live is invisible. Seems like we are just redcar and Cleveland's 
dumping ground. 

20 I recognise this is a very difficult task in the current climate and see little hope for area 
recovery when it seems be managed shrinkage 

21 Too many vanity projects and capital schemes that seem unnecessary or overblown. 
22 I think the Council is trying hard to make the best of cruel policies brought about by an 

uncaring government. Unfortunately councils get the blame for all the cuts, not the real 
guilty party. 

23 no 
24 There is a need for the council to look closely at how they spend money. Recent money 

spent on resurfacing of pavements on Whitby Avenue, Guisborough has been wasted as BT 
have already dug up the new pavement!!!! (Poor planning). 

25 I would just like to question whether new build sites are required to contribute towards 
traffic improvements made necessary by their presence. In particular the developments at 
Swan’s Corner and Flatts Lane. If not the tax payers are subsidising private companies. 

26 No 

27 Why have public consultation meetings been cancelled . I enjoyed attending and engaging 
in useful dialogue 

28 No unless something can be done to revitalise Redcar which at the moment is an eyesore. 
29 No  
30 No 
31 When the government demands money the council didn’t receive, GDF Suez, how is this 

legal, and there is no mention of this cost! 
 
Why wasn’t this paid? 
 
Why isn’t this highlighted in the press, at the time? 
 
I stress, it ‘seems’ like the council, with their large budget, fail to manage it, in the same 
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way successful business does. No matter how small the cost, each purchase should be 
questioned. 

32 No but £5 from everyone monthly to the NHS would be good. 
33 I know you will do your utmost to make every penny count. The "restructuring" process has 

caused pain but I hope your slimmed down structure will mean that staff know and care 
about their briefs and will work determinedly that their area of responsibility is fairly 
represented in how the funds are used.  
 
I often wonder how much it costs to produce and distribute your quarterly magazine. It's 
usually retrospective; crammed with feel-good photos of local events, success stories and 
awards being presented. It doesn't carry much by way of new or important information. I'd 
sooner see less dog dirt on the pavements; more policemen on the beat; drugs off the 
streets. An A4 sheet of "What's On" every quarter would do the job with maybe a resume 
of the year in December in mag. form.  (Couldn't complete the section above - the text box 
wouldn't expand). I doubt I've helped much but I appreciate being asked.  

34 Make sure the budget is controlled and managed correctly. Overspend should be avoided 
by eliminating wastage throughout the lifecycle of the projects 

35 No all looks good and fair, I agree with the increases 
36 No all looks good and fair, I agree with the increases 
37 No 
38 No 
39 No 
40 I await with interest the likely increase this year in the police element of council tax. I 

sincerely hope that the increase is not in line with the governments totally unfair 
calculations! 

41 Provide what is necessary and get back to the bare bones until the UK economy improves. 
R&C households are cutting back and under severe pressures just like the Council except 
householders in times of hardship don't indulge in unnecessary extravagant expenditures. A 
walled garden may be nice to have but Kirkleatham has managed without one for the last 
400 years! 

42 Some of the councils priorities are questionable. 
 
Council still have £millions invested but the easy option is tax increases and job cuts ?. 

43 SPENDING NOT SHARED OUT EQUALLY 
44 I do not agree with the increases. I have to live within my means. So should the council. If 

there is no money for something, then it will have to wait. 
45 The increase to the council tax payer of 58p x 2 = £1.16p. pw x 52 = £60.32.  For the retired 

couple receiving pensions that just exclude them from any financial assistance, this figure 
equates to about one weeks food and groceries.  The Council are obscuring this truth by 
using broad sweep simple statistics that might mislead some retired people and those on 
limited and fixed incomes.  The Council ought to be more transparent about figures that will 
affect some members of society only when they realise they are struggling financially more 
now than in the past. 

46 Lobby, lobby. Tell the world how the Tories want to do us down.  
47 none thanks. 
48  No 
49 No 
50 Start looking after the wider community and not just specifics 
51 A courageous set of proposals. With any luck, austerity will end soon. 
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52 No 
53 no 
54 No 
55 - 
56 Supportive of the proposals 
57 Tax the rich properly 
58 I look forward to seeing the proposals, particularly those in the capital investment plan 

materialise and start to help the borough to prosper.  
59 no 
60 Stop wasting money!  
61 Reduce the amount of 'chiefs' to ensure you provide enough 'indians'. You don't need 

managers to manage managers 
62 Cut half baked projects aimed at  social mobility and snow flake schemes and put priorities 

into those who work n pay, vlean streets, grass cut, bins emptied the list is endless 
63 As a resident of Marske I am, as usual, made to fund projects for which I will receive no 

benefit at all 
64 Take less from us workers, and make the people sat at home all day earn a living  
65 Stop spending money on unnecessary things like the vertical pier etc. Invest more in the 

local authority to make it a more attractive place to work, live and shop.  
66 Consider every part of the borough- some of us working couples without families are being 

left behind regarding services and support 
67 Time to outsource functions that are meant to be independent yet sit within the council. 

The VCS would deliver services more impartially and cost effective. 
68 Please refer to comments above (4) 
69 No 
70 Spend as much as you can on the young. They're our future. Without them, why bother? 
71 No 
72 collect buisness rates art the coirrect amount and councilers should take a pay cut as they 

serem to do very little ands there totaly bone idle 
73 Quite shocking the level of council tax redcar and Cleveland sets to live in such a deprived 

area with poor services, no opportunities. Most with good salaries are leaving the area.  
74 I am the coordinator for the My Life Programme and we help those people suffering from 

long term health conditions. We are run by Middlesbrough Environment City and have been 
funded for the past 7 years by the better care fund. 
We offer our participants vital information, support, advice and encouragement so that 
they can take control of their lives, and this also has a positive impact on their health, 
wellbeing and confidence. 
At the moment we run the 12 week programme from Redcar Library and from St Mary’s 
centre in Middlesbrough, and as the coordinator I am constantly on the look-out for other 
health and wellbeing services in both boroughs, so that I can forward the information on to 
my participants and to make referrals as and when required. 
That said. There is never anything in Redcar that cater for people with long term health 
conditions, so I have nowhere I can refer my participants to. This can get very frustrating at 
times, especially as there is an abundance of health and wellbeing services in 
Middlesbrough. It seems that anyone with a health condition would be better off with a 
Middlesbrough post code.  
I am particularly concerned at the moment because the My Life Programme have been 
informed that we will no longer be receiving funding from the better care fund, so in 8 
weeks’ time when this current programme ends, there will be nothing left at all in Redcar 
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for those residents who suffer from long term conditions. We are trying to find new 
funders, but this is proving very difficult. If we are unsuccessful, the programme will end in 
April 2019. So, I guess my question would be…… What help and support will be available to 
people after that? 
This is particularly important to me because I am not only a Redcar and Cleveland resident, 
but I am also a former participant on the My Life Programme. I was diagnosed with ME and 
fibromyalgia when I was only 30 years old. After 3 years I found myself to have deteriorated 
so much, that I was bed bound and I couldn’t leave my house without a wheelchair. This 
continued for 6 years. At this time, I had 4 young children that I was unable to take care of. 
If I hadn’t had a very supportive partner during these years, my children would have been 
taken into care, which would have been a financial strain on the council and an emotional 
strain on me. Although those years were the worst in my life…… I count myself as being very 
lucky to have the support from my family and friends so that I could keep my children 
together. Other people are not so lucky. 
A few years ago, I was advised by my consultant to come off the massive dose of morphine 
that I was taking, as he didn’t believe that it was helping with my pain anyway. At that time, 
I also completed the My Life programme because I knew I needed to take steps somewhere 
to rebuild my life, but I had no idea where to start. The programme and the people working 
on it were so inspiring and helped me so much, that after the programme ended, I stayed 
on as a volunteer so that I could help others in a similar position to me. 
Since then I was contracted to be the peer support coordinator and in April 2018, I became 
the coordinator, so I have come a long way in recent years. I still have ME and Fibromyalgia, 
but I can organise myself better and I can deal with the bad days a lot better than I ever 
could before. 
We have some amazing volunteers who dedicate their time to help our participants every 
week and everyone that works on the programme has actually been through the 
programme as a participant, so we are all in a unique position to know and understand the 
difficulties that people with long term health conditions face on a daily basis. 
But what is left for Redcar when we finish? 
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Member Report 
Approval of the Pay Policy Statement 2019/20 
 

Public 
 

To:  
 

Cabinet Date:  27 February 2019 

From: 
 

Corporate Director for Resources Decision type: Key - Policy 

Portfolio: 
 

Resources Forward Plan 
reference: 

 
      

Priority: 
 

All priorities 

Ward(s): 
 

N/A 

 
1  
 

What is the recommendation? 
 

1.1  It is recommended that Cabinet should recommend to full Council that the proposed 
Pay Policy Statement for 2019/20 be approved and published. 
 

2  What part of the Corporate Plan does this report deliver, and how?   
 

2.1  The Pay Policy Statement is a statutory document which must be published 
annually by all local authorities and sets out the Council’s approach to remuneration 
of staff.  In order to ensure compliance with Section 38 of the  Localism Act 2011, 
the Pay Policy Statement, in particular, must set out the Council’s policies on: 
 

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

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

 
2.2  In itself, publication of the Pay Policy Statement has no direct impact in terms of the 

Corporate Plan but, clearly, we rely on our staff to deliver all Council services and, 
hence, our approach to remuneration has an impact on all of the authority’s 
priorities. 
 

2.3  The Pay Policy Statement may be approved only by full Council, the legislation 
being clear that the decision cannot in any way be delegated. However, in line with 
practice in relation to other significant decisions, this report has been prepared in 
order to ensure that Cabinet’s view and recommended course of action is available 
for the full Council to consider. 
 

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

Statement should also deal with issues such as the Council’s policy towards re-
employment of staff who have received severance payments. The existing Pay 
Policy Statement provides that the Council’s general position in relation to such staff 
is that it will not re-employ those individuals. However, this provision does not apply 
to those leaving their employment on a compulsory basis. 
 

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

2.7  The updated Pay Policy Statement includes a pay multiple which must be 
recalculated annually. The guidance states that a fixed date should be used for this 
calculation. As the Pay Policy Statement must be published by 1 April of each year, 
the Council’s reporting cycle means that the statement must generally be drafted 
well in advance of this. Therefore, the most practicable calculation date is 31 
December and this is the date that has been used in all previous years. The 
calculation work has been undertaken for the new policy statement and the pay 
multiple is 6.73 which is an improvement on the ratio for the previous year of 6.75 
and continues a downward trend which has occurred over recent years. 
 

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

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

multiple using mean 
Pay multiple using 

median 

2011/12 6.36 7.59 
2012/13 6.33 7.60 
2013/14 6.12 7.12 
2014/15 6.07 6.97 
2015/16 5.99 6.96 
2016/17 5.94 6.97 
2017/18 5.88 6.75 
2018/19 5.74 6.73 
 
 
 

  

 

Version 8 (05/12/2018) Page 96 of 123



2.10  As indicated in previous years, this pay multiple does not fully illustrate the overall 
picture for the Council which has developed over time.   Senior pay was frozen for a 
number of years, save for small, nationally agreed ‘cost of living’ increases for some 
posts more recently, whereas steps have been taken to significantly improve the 
pay of the lowest paid staff during that time.  
 

2.11  As an example of this ongoing work, the Personnel and General Purposes 
Committee previously agreed to increase the hourly rate of the Council’s lowest paid 
staff from £8.45 to £8.75 per hour from 1 April 2018 and, also, to uplift the minimum 
rate of pay for apprentices from £3.50 per hour to £5.00 per hour.  
 

2.12  This followed a series of actions which has resulted in the salaries of the lowest-paid 
increasing over time, including the following: 
 
• Removal of the bottom two spinal column points in April 2012 resulting in the 
 lowest possible hourly rate increasing from £6.30 to £6.54 
• Introduction of the Redcar and Cleveland Minimum Wage Supplement at a 
 rate of £7.04 per hour in October 2013 
• Increases in this supplement over subsequent years up to £8.75 per hour as 
 of 1 April 2018, reflecting the current Living Wage Foundation national rate 
 for the Living Wage. 
 

2.13  These actions will have resulted in a 39% increase in  pay for some roles at the very 
lowest end of the salary scale between April 2012 and April 2018. 
 

2.14  In terms of progress going forward, Members may wish to note that implementation 
of the agreed National Pay Award, which is intended to bring local government staff 
generally in line with the Living Wage, will result in the lowest paid staff receiving a 
salary based on £9.00 per hour from 2019 under nationally agreed terms. This is 
likely to mean that the requirement for payment of any sort of Living Wage 
supplement will be minimal or even non-existent at that point, due to the size of the 
increase that would be received by the relevant employees. However, the Personnel 
and General Purposes Committee has recently approved a further uplift of the 
supplement to match the £9 per hour rate, to cater for the fact that there is always a 
possibility that staff may potentially transfer into the Council’s employment with less 
beneficial terms and conditions as a result of TUPE legislation 
 

2.15  Gender Pay Gap Reporting 
Under the terms of more recent legislation, the Council is required to report the 
gender pay gap information for March 2018 by 31 March 2019. Calculating this 
information is complex but is based, in simple terms, on mean and median earnings 
of both genders in any financial year. Calculations are also undertaken to compare 
this position at each quartile and the current position is as follows: 
 
 
Gender pay gap 
 
• The women’s mean hourly rate is 2.8% higher than the men’s. 
 
• The women’s median hourly rate is 4.3% higher than the men’s. 
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Pay quartiles 
 
The position in terms of pay quartiles for the Council is as follows: 
 
Quartile Female Male 
Top 66.5% 33.5% 
Upper middle 71.0% 29.0% 
Lower middle 53.2% 46.8% 
Bottom 70.0% 30.0% 

 

2.16  Where a gender pay gap is identified, employers are encouraged to publish details 
of the actions they intend to take in an effort to address that position. As can be 
seen from this information, the Council does have a gender pay gap which favours 
women, and the position at each quartile is broadly in-line with the general gender-
split across the Council’s workforce, save for some degree of disparity in the lower 
middle quartile.  The pay gap at present does not appear to warrant any  significant 
intervention, but we will monitor the position going forward and consider whether 
this position might have changed when the pay gap is reported next year. 
 

2.17  We are aware that there are some grades of job where women do appear to be 
under-represented to some degree and we will also continue to monitor and 
examine our policies and/or workforce practices and take appropriate action to 
review these as necessary to try and ensure that this position improves going 
forward.  
 

3  Who has been consulted and engaged? 
 

3.1  The policy statement essentially reflects existing arrangements but initial 
consultation previously took place with other neighbouring local authorities with a 
view to there being some consistency of approach in terms of format. In general, all 
underlying Human Resources policies are subject to consultation with the Trade 
Unions and review/approval by the Personnel and General Purposes Committee. 
 

4  What are the risks and resource implications? 
 
 

Type of 
Risk/ 
Implication 

Applicable? Details 

Health and 
Safety 
 

No  

Social 
Value: 
 
 
 
 

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

Legal 
 

Yes Publication of a Pay Policy Statement is required by 
Section 38 of the Localism Act 2011. Approval and 
publication of the draft statement attached at Appendix 1 
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will ensure compliance with this legislation.  
 

Financial 
 

No The Pay Policy Statement, as drafted, reflects current 
arrangements and, therefore, there are no financial 
implications.  
 

Human 
Resources 
 

Yes The general policy of not re-engaging staff who have left 
with voluntary severance payments may possibly, in 
specialist areas, lead to difficulty in recruiting to vacant 
posts. However, this is unlikely in the current economic 
climate and there is, in any event, provision within the 
policy statement to deviate from that approach if 
necessary in the best interests of the Council.  
 

Equality and 
Diversity 
 

Yes The Pay Policy Statement will apply to all staff regardless 
of any protected characteristic. The proposed Pay Policy 
Statement contains provisions regarding the re-
employment of staff who have received voluntary 
severance payments from the Council and, as a higher 
proportion of individuals receiving such payments tend to 
be 55 years and over, it might be suggested that there is 
a potential impact on the protected characteristic of age.  
However, these individuals leave under voluntary 
arrangements and, if the Pay Policy Statement is 
approved, will do so in full knowledge of the Council’s 
policy regarding re-employment.  Additionally, individuals 
leaving at age 55 years and above will generally gain 
access to their pension. Therefore, any adverse impact is 
considered to be both minimal and justifiable.  It should 
be noted that the Pay Policy Statement confirms that 
there is a small gender pay gap within the Council in 
favour of women which does not seem to warrant any 
significant intervention at this point.  
 

Carbon 
Footprint 
 

No  

Other 
(please 
specify) 

No  

 
 
5  Appendices and further information 

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

 
6  Background papers 

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

 
 
 

7  Contact Officer 
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7.1  Name: Steve Newton 
 

Position: Assistant Director – Governance and Monitoring Officer 
 

Address: Redcar and Cleveland House 
Kirkleatham Lane 
Redcar 
TS10 1RT 
 

Telephone: 01642 444648 
 

Email: Steven.Newton@redcar-cleveland.gov.uk 
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Appendix 1 
 

Redcar and Cleveland Borough Council  
Pay Policy Statement  

(Section 38, Localism Act 2011) 
 
1 Introduction  

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

of its staff in accordance with section 38 of the Localism Act 2011. The policy is 
subject to annual review and must be approved by the Council for each 
financial year. The policy will be published on the Council’s website as soon as 
reasonably practicable after approval or amendment. This document relates to 
the financial year 2019/20. 
 

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

2.0 Definitions 
 

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

employees’:  
 

Those staff who are employed in jobs which are paid at 
the Redcar and Cleveland Living Wage rate of £8.75 
per hour but increasing to £9.00 per hour with effect 
from 1 April 2019 (see 5.3 below), this being the lowest 
effective salary paid to employees other than 
apprentices. The salaries attributable to apprentices 
depend on age and are those set out within the 
National Minimum Wage legislation, subject to the 
Council’s policy of paying apprentices at a minimum 
rate of £5.00 per hour. Given the specific nature of 
these appointments, it is felt inappropriate to include 
apprentices within the definition of lowest paid 
employees for the purposes of this policy statement. 
 

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

3.1 Levels and Elements of remuneration for Chief Officers 
 
The following principles will apply: 
 
The salaries set out within this Pay Policy Statement will be determined as at 
31 December of the relevant year and calculated using the 12 months up to 
that date (“the calculation date”). 
 
Chief Officer posts and the attributable salaries (which are payable from 
appointment and without incremental progression) are, at the time of this policy 
being approved, as follows: 
 
Role 
Chief Executive 
Corporate Directors (Director 1) 
Assistant Director (Director 3) 
Assistant Director (Band A) 
Assistant Director (Band B) 
Head of Service Level 2 (Band C)  
 

Salary 
£151,121 
£121,456  
£104,200 
£  89,150 
£  80,297 
£  72,267 

 

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

employment. Senior salaries were effectively frozen for a number of years but, 
as at the calculation date, the highest band of pay for Chief Officers and Heads 
of Service had increased this year due to a national pay award of  2% from 
£148,158 to £151,121 (Chief Executive), £119,075 to 121,456 (Director 1),  
£102,156 to £104,200 (Director 3), £87,402 to £89,150 (Band A), £78,723 to 
£80,297 (Band B), and £70,851 to 72,267 (Band C). 
 

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

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

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

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

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

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

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

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

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

o existing contractual entitlements 
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3.5 The use of bonuses does not form part of current remuneration arrangements.   
 

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

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

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

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

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

3.11 
 
 
 
 
 

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

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

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

5.0 Remuneration of lowest paid employees 
 

5.1 
 
 
 
 
 

The Council introduced ‘single status arrangements’ in 2004.  The lowest paid 
employees within the Council are appointed to posts which have been 
evaluated using a job evaluation scheme agreed within those arrangements, 
and are remunerated accordingly. 
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5.2 
 
 
 
5.3 

In order to provide some assistance to the lowest paid employees, the Council 
previously ceased to use the lowest two spinal column points on its salary scale 
(scp 4 and 5).  
 
With effect from 1 October 2013, the Council introduced the “Redcar and 
Cleveland Living Wage” at £7.04. This is subject to an annual review and was 
later increased to £7.85, £8.25, £8.45 and £8.75 per hour in April 2018. The 
employers’ association has agreed with the trade unions to revise the national 
pay scale for local government employees on National Joint Council terms and 
conditions in order to address the squeeze that the accelerated, relative 
increase in pay for the lowest paid employees has placed on differentials 
between the lower spinal column points. The revised pay scale, which will be 
implemented on 1 April 2019, will raise the lowest spinal column point to £ 9.00 
per hour. Any employees on other terms and conditions who are employed on 
grades which attract a salary less than this hourly rate will continue to be paid a 
non-contractual supplement to bring their pay up to this level. 
 

6.0 Relationship between Chief Officer and non-Chief Officer remuneration 
 

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

6.2 The Council’s current pay multiple is 6.73 based on median hourly pay. The 
pay multiple for last year was 6.75. 
 

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

7.0 General principles regarding remuneration of staff 
 

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

7.2 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

New appointments are subject to the Council’s Recruitment and Selection 
Policy and will generally be made at the bottom spinal column point of all pay 
bands unless there are special circumstances and payment at a higher level 
can be objectively justified. However, in the event of any member of staff 
securing a higher-graded post via internal promotion/recruitment and there 
being an overlap of spinal column points between their current post and bottom 
point of the newly secured position, then the Council will generally pay salary 
on the second spinal column point. Where staff are redeployed because of 
redundancy or ill health, they will generally be appointed to the highest spinal 
column point within the lower grade so as to minimise financial loss. 
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8.0 
 
8.1 
 
 
 
 
8.2 
 
 
 
8.3 
 
 
 

Severance Packages 
 
The Council’s general approach to severance payments is contained within the 
Early Retirement and Redundancy Policy. This sets out the methodology for 
calculating redundancy payments and the basis for granting pension 
enhancements.    
 
Where a severance package is to be paid which, taken as a whole, has a cost 
to the authority of £100,000 or more then, subject to section 8.3 below, the 
Council will be given an opportunity to vote before the package is approved.   
 
This requirement shall not apply where the cost of a severance package does 
not involve the exercise of any discretion, relates entirely to existing statutory 
and/or contractual entitlements of the relevant employee or where non-
compliance with those entitlements would place the Council in breach of 
legislation and/or contract. However, it is anticipated that, at some point in the 
future, regulations may be introduced limiting exit packages to a sum of 
£95,000 and making provisions about arrangements to agree payments above 
this sum. In the event of such regulations coming into force, they will, as a 
matter of law, take precedence over the contents of this Pay Policy Statement. 
 

9.0 The Council’s approach to former employees 
 

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

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

10.0 Publication of Gender Pay Gap Information 
 

10.1 Under the terms of new legislation the Council is required to report gender pay 
gap information for March 2018 by 31 March 2019. Calculating this information 
is complex but is based, in simple terms, on mean and median earnings of both 
genders in any financial year. Calculations are also undertaken to compare this 
position at each quartile and the current position is as follows: 
 
Gender pay gap 
The women’s mean hourly rate is 2.8% higher than the men’s. 
 
The women’s median hourly rate is 4.3% higher than the men’s. 
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Pay quartiles 
 

Quartile Female Male 
Top 66.5% 33.5% 
Upper middle 71.0% 29.0% 
Lower middle 53.2% 46.8% 
Bottom 70.0% 30.0% 

 
 

10.2 It should be noted that gender pay gap reporting is different to issues about 
equal pay. The gender pay gap shows the difference in the average pay 
between all men and women in a workforce. Equal pay deals with the 
pay differences between men and women who carry out the same jobs, similar 
jobs, or work of equal value. It is unlawful to pay people unequally because 
they are a man or a woman and, accordingly, the Council has a robust job 
evaluation in scheme place which ensures that staff are paid equally for roles of 
the same level, regardless of their gender or any other protected characteristic.  
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Member Report 
Members’ Allowances Scheme 2019/20 
 

Public 
 

To:  
 

Borough Council Date:  28 February 2019 

From: 
 

Corporate Director for Resources Decision type: Key - Budget 

Portfolio: 
 

Resources Forward Plan 
reference: 

 
      

Priority: 
 

All priorities 

Ward(s): 
 

      

 
1  
 

What is the recommendation? 
 

1.1  It is recommended that Cabinet notes the Independent Remuneration Panel has 
undertaken its annual review of the Members’ Allowance Scheme and that the 
Panel is recommending the following position to the Borough Council for the year 
2019/20: 
 

(a) There is no change to the currently assessed remunerated days in 
respect of the Basic Allowance. 

 
(b) There is no increase in the Basic Allowance.  
 
(c) The Special Responsibility Allowance for the Leader of the Council be 

increased from 120 days to 125 remunerated days, to reflect the 
additional work undertaken. 

 
(d) The Principal Opposition Leader’s and Secondary Opposition Leader’s 

Allowances be removed from the Scheme at this time and the SRA for 
all Group Leaders be set at the same level (£4840).  

 
(e) All other Special Responsibility Allowances remain unchanged.  
 
(f) The allowances for independent co-opted members to the Governance 

Committee and the Independent Person remain the same. 
 
(g) The levels of the Travel and Subsistence Allowances remain 

unchanged. 
  

(h) The Members’ Allowances Scheme include specific reference to the 
requirement that all Members must provide their driver documentation 
to comply with the Permitted Driver Policy. 

 
(i) No mileage claim will be paid if the appropriate driver documentation 

has not been provided. 
 
(j) Except where specifically mentioned, all other allowances covered by 
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the Members’ Allowances Scheme remain at their current levels. 
 
(k)  Provision be included within the scheme for the Monitoring Officer to 

consider claims for reimbursement of expenses incurred to enable a 
Member to attend a meeting or other approved duty provided that it 
could be demonstrated that they had been necessarily incurred, and 
upon the production of receipts. 

 
(l) That the existing underlying principles of the Members Allowances 

Scheme be reiterated, namely:- 
  

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

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

given time. 
 

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

 
• SRAs for Group Leaders be payable only where membership of the 

group amounts to five or more. 
 
• A Dependent Carers Allowance/Childcare Allowance of £13.74 per 

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

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

 
• Subsistence allowances be payable on the same basis as 

applicable to Officers.  
          
(m) That the Corporate Director for Resources undertakes a piece of work 

to explore the development of family friendly/parental leave policies for 
elected Members to assist the Panel in its deliberations for 2020/21.   

 
2  What part of the Corporate Plan does this report deliver, and how?   

 
2.1  The Independent Remuneration Panel (IRP) has the responsibility under the Local 

Government and Housing Act 1989 and relevant regulations to make 
recommendations to the Council on its Scheme of Allowances for Members and the 
amounts to be paid under that scheme.   
 

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

2.3  The annual review process supports the corporate priority of improving the way we 
work and providing good quality public services.  Setting the scheme enables proper 
budgeting, ensures certainty in relation to the allowances to be paid, and allows the 
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Council to be transparent with its residents over the amounts to be allowed and 
claimed by elected Members.  Details of the scheme are published on the Council 
website.   
 

2.4  The IRP’s report is now placed before Council which must have regard to its advice 
and recommendations when finalising the scheme. The arrangements are subject to 
the usual principle of administrative law that the Council should act reasonably when 
finalising the scheme.   
 

2.5  The scheme includes a Basic Allowance (which is paid to all Members), Special 
Responsibility Allowances (which are paid to office holders and identified 
individuals), as well as travelling, subsistence, childcare and dependent carers, and 
telephone allowances. 
 

2.6  Members can either: 
• Agree the recommendations of the IRP in whole; 
• Agree the recommendations of the IRP in part; or 
• Reject some or all of the recommendations of the IRP and, subject to 

reasonableness, substitute Members’ own proposals. 
 

3  Who has been consulted and engaged? 
 

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

4  What are the risks and resource implications? 
 

Type of 
Risk/ 
Implication 

Applicable? Details 

Health and 
Safety 
 

Yes/No There is no direct impact on Health and Safety arising 
from approval of the recommendations. 
 

Social 
Value: 
 
 
 
 

Yes/No The Basic Allowance, to which every Member is entitled, 
is calculated based on an assessed number of days with 
a discount of one third applied to reflect the public 
service/voluntary nature of the role.  Councillors are a key 
resource within their local communities, helping to 
empower residents and provide them with support to 
deliver more for themselves locally. The basic allowance 
is set at a level to encourage as broad a range of 
individuals as possible to seek election as a Councillor. 
 

Legal 
 

Yes/No The setting of the scheme is a legislative requirement. 
The Council is required to act reasonably in finalising the 
scheme. 
 

Financial 
 

Yes/No The budget allocation for the Members’ Allowances 
Scheme for 2018/19 was £812,750. Where no change in 
allowances is proposed, the recommendations remain 
cost neutral. This is the case for a large part of the 
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scheme.   
The recommendation to increase the Leader’s SRA 
represents an increase of £620 across the scheme.   
There has been no uptake of the dependent carer’s 
allowance during 2018/19, therefore, it is anticipated that 
the increase in hourly rate is unlikely to result in a 
significant pressure.  The proposed changes to the Group 
Leaders’ Allowances could potentially represent a small 
saving across the scheme, subject to the numbers of 
political groups represented on the Council remaining the 
same. However, this would be offset by any increase in 
expenditure based on claims for carer’s allowances 
and/or discretionary payments allowed by the Monitoring 
Officer should that recommendation within the IRP’s 
report be approved. 
It is anticipated the changes can be accommodated 
within the current budget assumptions for 2018/19 which 
the Panel understands includes a 2% increase for pay 
costs for both staff and members.   
 

Human 
Resources 
 

Yes/No There is a requirement for staff to administer the 
Members’ Allowance Scheme but none of the 
recommendations have a significant impact on current 
arrangements in that regard. 
 

Equality and 
Diversity 
 

Yes/No The scheme is designed to apply equally to all Members. 
There are specific provisions for childcare and dependent 
carer’s allowance and in this way the scheme tries to 
encourage participation in the democratic process from a 
cross section of the public.  The provision for additional 
expenses to be reimbursed by the Monitoring Officer is 
consistent with the requirement in the Equality Act to 
make reasonable adjustments. 
 

Carbon 
Footprint 
 

Yes/No  

Other 
(please 
specify) 

Yes/No  
 
 

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

‘Cabinet and committee papers section’ of our website at https://www.redcar-
cleveland.gov.uk/Democracy/DecisionMaking/MeetingCabinet/Pages/cabinet-and-
committee-papers.aspx and should be read in conjunction with the 
recommendations in the report. 
 

5  0BAppendices and further information 
 

5.1  Appendix 1 – Report of the Independent Remuneration Panel to Redcar and 
Cleveland Borough Council dated January 2019. 
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6  1BBackground papers 
 

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

7  Contact Officer 
 

7.1  Name: John Sampson 
Position: Corporate Director for Resources 
Address: Redcar and Cleveland House, Redcar 
Telephone: 01642 771144 
Email: j.sampson@redcar-cleveland.gov.uk 
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1 INTRODUCTION 
 
1.1 The Independent Remuneration Panel (IRP) for Redcar and Cleveland Borough 

Council (the Council) has the responsibility under the Local Government and 
Housing Act 1989 and relevant regulations to make recommendations to the Council 
so that the Council can decide its Scheme of Allowances for Members and the 
amounts to be paid under that scheme.  The scheme includes a Basic Allowance 
(BA), Special Responsibility Allowances (SRA), Childcare and Dependent Carers 
Allowance (CA) and Travelling and Subsistence Allowances. 

1.2 The IRP met on 13 November 2018 and 7 January 2019.  In undertaking its work, the 
IRP considered a report from the Corporate Director for Resources, hosted a ‘drop-in’ 
session to obtain the views of Members, Officers, and commissioned and considered 
responses to questionnaires. 

1.3 This report sets out the information the IRP considered and summarises the views 
expressed through the return of questionnaires and face-to-face evidence (which has 
been kept anonymous). The report also sets out the IRP’s recommendations for 
consideration by Council. 

1.4 The Panel expressed its ongoing appreciation of the professional support it receives 
from Council Officers. 

 

2 BACKGROUND AND CONTEXT 
 
2.1 In undertaking its deliberations, the Panel was mindful of the continuing financial 

pressures facing the Council, taking account of further grant reductions, service 
pressures and release of funding through reserves.  The Panel noted the ongoing 
approach to managing the challenge through the Shaping our Future programme, 
now in its third and final year, and the commitment to mitigate the impacts on frontline 
services and minimise job losses, but recognised that the challenge was becoming 
increasingly difficult.  The Panel noted the difficulties in being able to predict with any 
certainty the financial position beyond 2020 with a Comprehensive Spending Review 
and Fair Funding Review both due to take place during 2019 and the potential impact 
arising from Brexit being largely unknown. 

2.2 A number of Members shared their comments with the Panel in the form of 
questionnaires or email comments, whilst others chose to attend the drop in sessions 
and share their views face to face.  The Panel was grateful to all those who took the 
time to do this, but expressed disappointment that, again, the overall return and 
response rate was small.  The Panel has assumed that Councillors who did not 
respond in any way were content with the current scheme and had no comment. 
They would like to reiterate their encouragement to all Members to express their 
views if a similar exercise was undertaken next year. 
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3 SUMMARY OF VIEWS AND RESPONSES 
 
3.1 This section summarises the views of the Councillors who either attended the Panel 

or returned comments via questionnaires or email. The Panel was greatly assisted by 
all the views expressed, both written and verbal. Those appearing before the Panel, 
as in previous years, had clearly invested a lot of time and effort in preparing their 
thoughts and submissions. These were most helpful. The Panel would like to thank 
all those who contributed to assisting in its work. 

 
3.2 In the course of their responses, most Members felt that the number of remunerated 

days associated with the Basic Allowance was about right.  At present, this figure is 
fixed at 116 days per year, with a discount of one third for the public service element 
resulting in 77 remunerated days. The majority of Members thought that the figure 
adequately reflected the time spent by a Councillor doing their work.  A small 
number, however, thought it was too low and did not reflect the level of time and 
commitment from Members in supporting their constituents and resolving complaints 
on their behalf.  Some views were expressed about perceived variations in relation to 
time inputs and attendance levels between Councillors.  It was generally accepted 
that there were variations in the amount of time which individual Councillors devoted 
to their role.  There was, however, a general view that there should be no increase in 
the amount of allowance paid. 

 
3.3 The most common reasons given for no increase was the current economic climate, 

and the budget challenges facing the Council.  A small number of Councillors 
commented that they had not had an increase in allowance for several years and this 
had the effect of devaluing the work they did.  Other Councillors made the point that 
the payments were an “allowance” rather than a wage and as such, were adequate.  
It was generally felt that the daily allowance figure of £124 was about right. 

 
3.4 A recurring common theme is that Councillors feel uncomfortable in having to settle 

their own allowance scheme and the whole process should be handled totally 
independently of the Council.  This view was reiterated again this year. 

 
3.5 In relation to Special Responsibility Allowances generally, all respondents supported 

the principle of paying SRA allowances for those roles that attracted a greater level of 
responsibility and/or leadership.  Most respondents thought that the current number 
and level of SRA’s were adequate.  The exception to this, however, as has been the 
case in previous years, was a clear view from a number of respondents that the 
current SRA for the Leader was inadequate and whilst there had been a small 
increase in 2018/19, the level remained comparatively low and did not reflect the 
level of responsibility and time input required to fulfil the role effectively.  The 
respondents recognised the importance of the role in relation to bodies such as the 
Tees Valley Combined Authority, the South Tees Development Corporation and the 
SSI Task Force and considered that the demands of the role were equivalent to full 
time employment.  Others mentioned the possible perception of the Leader of Redcar 
and Cleveland Borough Council within the Tees Valley which this low SRA creates 
and that parity with other Local Authorities in the Tees Valley should be considered.   

 
3.6 An emerging theme last year had been that of SRA’s payable to Group Leaders.  The 

scheme currently provides for an SRA for the Principal Opposition Leader of £8070 

4 
 

Page 115 of 123



 

and SRAs for the Secondary Opposition Leader and other Group Leaders, both set at 
£4840.  The Panel noted that Council recognises a group as being 5 or more 
Members. The Panel chose to explore this theme through analysis of comparative 
data and through its questionnaire and discussions with elected Members.  For a 
number of years, the Council has operated with either a very small majority or no 
overall control.  The opposition group numbers have also fluctuated over time with 
either very little or no difference between the size of the principal opposition group 
and the secondary opposition group.  A view was expressed that Groups should 
comprise a minimum of 10% of the overall membership (i.e. 6 Members) in order to 
be recognised as a group and for the Leader to qualify for a Group Leader allowance. 
Another view was that an SRA should be calculated on a pro-rata basis based on the 
size of the group, although it was recognised that in addition to being administratively 
burdensome, there was a risk of potentially creating a possible incentive for Members 
to break away from bigger groups and create smaller ones. Additionally, it was 
commented that the role and responsibility of a Group Leader was generally the 
same across all groups, irrespective of the size of the group’s membership. There 
was general agreement across all respondents that both the Principal Opposition 
Leader’s Allowance and the Secondary Opposition Group Leader’s Allowance should 
be removed from the scheme and all Group Leaders should receive the same level of 
remuneration of £4840.   

 
3.7 In relation to Chairs and Vice Chairs, most Members who expressed a view thought 

that the proposed number of days allotted to the work of Chairs and Vice Chairs was 
appropriate.    

 
3.8 The Panel was updated on the recommendations of the Boundary Commission that 

the Local Authority should retain 59 elected Members in order to effectively discharge 
the business of the Council and represent residents.  They noted that the 
Commission’s recommendations had resulted in changes to ward boundaries with 
the local authority area now divided into 24 wards rather than 22 and that local 
elections would take place based on this new warding pattern in May 2019.  The 
Panel noted that there was no imminent proposal to change the Council’s 
governance arrangements. 

 
3.9 A recent audit of the Members Allowances had identified that not all Members had 

provided their driver documentation (driving license, MOT certificate and insurance 
documents including business cover).  It had been recommended that specific 
reference be made to this requirement within the Members’ Allowances Scheme, the 
aim of which was to protect Members and the Council against health, safety and legal 
issues that may arise if the documentation is not in place.  Through questionnaires 
and face to face interviews, there was clear agreement that all Members should 
provide their driver documentation to Democratic Services annually, that the scheme 
should make explicit reference to this and that no claims for mileage will be approved 
without this being in place. 

 
3.10  Through the course of their deliberations, the issue of family friendly/parental leave 

policies was raised. The issue raised a number of questions around the employment 
status of elected Members, the rules governing attendance, the desire to increase 
diversity and the compatibility of employment policies with the role of elected 
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Members. There was agreement from respondents that this was an area of work 
warranting further exploration with a view to developing a clear Council policy. 

4 CONSIDERATION OF MATTERS 
 
4.1 BASIC ALLOWANCE 
 
4.1.1 The Panel was keen to understand the overall cost of the democratic structure, see 

comparisons with other Councils and consider how residents may perceive this in 
value for money terms.  The IRP noted that the Basic Allowance for Borough 
Councillors at Redcar and Cleveland (£9550) remained relatively high when 
compared to the Council’s family of authorities and Tees Valley authorities.   

 
4.1.2 The Panel was mindful of the current financial circumstances which faced the Council 

and its communities, the comparisons with other neighbouring Councils and with the 
family of Councils, and the views expressed by the respondents whether in person or 
through the comments received.  The Basic Allowance worked to encourage as 
broad a range of individuals as possible to seek election as a Councillor and, whilst 
the level had remained unchanged for a number of years, the Panel concluded that 
there was no persuasive reason to increase the Basic Allowance for the coming year.  
Consequently, it recommended that the allowance remained set at £9550. 

 
4.2 SPECIAL RESPONSIBILITY ALLOWANCES 
 
4.2.1 In relation to the principle of SRAs, the Panel noted that the majority of respondents 

were in favour of the extra time and responsibility being recognised through the 
allocation of appropriate SRAs.  The Panel considered that the figures compared 
positively with the family of Council comparisons. 

 
4.3 Leader of the Council 
 
4.2.1 In considering the level of the SRA for the Leader of the Council, the Panel welcomed 

the fact that the Borough Council had accepted its recommendation last year to 
increase the number of remunerated days from 115 to 120 but noted that when 
compared to neighbouring local authorities and the wider family of Councils, the 
Leader’s Allowance remained comparatively low.   
 

4.3.2 The Panel noted that all those who had expressed a view about the Leaders’ SRA 
had indicated it was too low and did not reflect the time and commitment required to 
fulfil the role.  A number commented that the demands of this role were equivalent to 
full time employment and particular reference was made to the Leader’s critical role in 
representing the area’s interests in the work of the Tees Valley Combined Authority, 
the South Tees Development Corporation and the SSI Task Force, amongst other 
organisations.   

 
4.3.3 Again, as in previous years, the Panel felt that a further consideration was the 

perception of the position of the Leader of Redcar and Cleveland Borough Council 
within other Tees Valley Authorities and felt that the allowance should continue to 
move towards being on a par with colleague Leaders.   
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4.3.4 Taking account of these views, the Panel reiterated its recommendation from 
previous years to increase the number of remunerated days for the Leader’s SRA 
from 120 days to 125 days.   

 
4.3.5  The Panel requested that in considering the recommendations in their report, it 

should be noted that there was provision within the Members’ Allowances Scheme 
for an elected Member to choose to forego all or part of any allowance to which they 
are entitled.   

 
4.3.6 Whilst recognising the reluctance to accept any increase in allowance in the current 

financial climate, the Panel’s role was to independently review and make 
recommendations on a scheme that appropriately reflected the different levels of 
responsibility and time commitment associated with various roles, promoting fairness, 
equality and resilience. 

 
4.4 Co-opted Members and Independent Person 
 
4.4.1 The Council currently has two Independent Co-opted Members sitting on the 

Governance Committee. It also has an Independent Person, this being a statutory 
role created by the Localism Act 2011.   

 
4.4.2 The SRAs were calculated using the same methodology as when considering other 

SRAs.  The Panel felt that the allowance of one full day per scheduled meeting 
continued to provide a fair allowance for the independent co-opted members and that 
it was also appropriate to continue to use the daily rate adopted by the Council. The 
Panel recommended that the allowances paid to the Council’s co-optees and 
Independent Person remain unchanged. 

 
4.5 Chairs and Vice Chairs of Committees 
 
4.5.1 Having explored the role of Chairs and Vice Chairs of Committee previously and in 

view of no overwhelming view to the contrary, the Panel recommended the SRA for 
these roles remained unchanged. 

 
4.6 Group Leaders 
 
4.6.1  The Panel considered the information that had been provided by the Corporate 

Director for Resources in relation to SRA’s associated with Group Leader roles, 
listened carefully to views expressed by Members and acknowledged the views 
expressed.  Taking account of all these views (as outlined in paragraph 3.6) and 
mindful of the longstanding history of fine political balance within the Council, the 
Panel recommended that the SRA’s for Principal Opposition Leader and Secondary 
Opposition Leader be removed from the scheme leaving the single Group Leader 
SRA to be paid to all Group Leaders with a group of 5 Members or more.  The Panel 
was mindful that the political make up of the Council was not static and this position 
may need to be reviewed in the event of a significant change to political balance.  As 
such, it would be subject to careful annual review. 
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4.7 Other Special Responsibility Allowances 
 
4.7.1 There were a number of other SRAs which the Panel carefully considered. These 

were the allowances in respect of the following roles or offices: 
 

i. The Mayor and the Deputy Mayor; 
ii. The Deputy Leader of the Council; and 
iii. Cabinet Members. 

 
4.7.2 These SRAs are calculated by reference to the daily rate and a notional number of 

days allotted to represent the amount of work involved in the various roles or offices. 
The Panel listened carefully to everything that was said about these allowances but 
concluded that, on all the material presented, the figures represented a fair 
assessment of the work involved.  The Panel, therefore, recommends that the 
allowances for all these roles remain the same.    

 
4.8 OTHER ALLOWANCES 
 
 Travel and Subsistence 
 
4.8.1 Whilst the Panel would recommend no change to the current levels of the travel and 

subsistence allowances, it did note that, with the passing of time, some of the 
allowances were starting to look too low, particularly for accommodation in London. 

 
4.8.2 Travelling allowances and expenses, however, are payable on the same basis as 

applicable to Officers and subject to the same or similar requirements on the cost 
effective use of public transport where reasonable. Any adjustments made on a 
national basis to the scheme applicable to Officers would be replicated in the 
Members Scheme. 

 
4.8.3 The Panel gave consideration to an issue raised in relation to specific incidental 

travel costs incurred associated with facilitating Members’ attendance at meetings or 
other approved duties.  The Panel recommended that provision be made within the 
scheme to allow the Monitoring Officer to consider claims for reimbursement of 
expenses incurred to enable a Member to attend a meeting or other approved duty 
provided that it could be demonstrated that they had been necessarily incurred and 
on the production of receipts. 

 
4.8.4 As a result of their deliberations last year, the Panel had requested further 

information from the Corporate Director for Resources in relation to different methods 
of resident engagement and their cost effectiveness.  It was clear that Members used 
a variety of methods for engaging with their constituents including email, newsletters, 
social media as well as ward surgeries.  Some of this was driven by Members’ and 
residents’ personal preferences and in other cases, the demographics and/or 
geographical spread of wards.  The Panel, having considered the information, was 
satisfied that ward surgeries remained effective as one of a number of options for 
Members to engage with their communities.   
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Childcare and Dependent Carers’ Allowance 
 
4.8.5 The Panel considered the current provision and details of this aspect of the scheme 

and concluded that the Childcare and Dependent Carers’ Allowance should be paid 
at the same hourly rate as the commissioned care hourly rate. Consequently, the 
Panel recommended that this allowance is set at £13.74 per hour and subject to 
annual review using the Commissioned care hourly rate as a reference point. 

 
4.8.6 The Panel considered the effect that its proposals will have on the cost to the Council 

of the Members’ Allowances Scheme. The Panel recognises that where it has 
recommended no change in allowances then these aspects will in effect remain cost 
neutral.  Where it has recommended an increase, it recognises that this represents a 
pressure but understands that it can be accommodated within the current budget 
assumptions for 2019/20 which includes 2% increase for pay costs for both staff and 
members.   

 
4.8.7 Accordingly, and for the reasons set out above, the Panel makes the 

recommendations, set out in section 5 below, for consideration by the Council in 
relation to the Redcar and Cleveland Borough Council Members’ Allowances 
Scheme. The resulting proposed scheme is also summarised in the Table set out in 
Appendix A. 

 

5 RECOMMENDATIONS 
 
5.1 In the case of the Members’ Allowances Scheme for 2019/2020, it is recommended 

that: 
 

(a) There is no change to the currently assessed remunerated days in respect of 
the Basic Allowance; 

 
(b) There is no increase in the Basic Allowance; 
 
(c) The Special Responsibility Allowance for the Leader of the Council be 

increased from 120 days to 125 remunerated days to reflect the additional 
work undertaken; 

 
(d) The Principal Opposition Leader’s and Secondary Opposition Leader’s 

Allowances be removed from the Scheme at this time and the SRA for all 
Group Leaders be set at the same level (£4840); 

 
(e) All other Special Responsibility Allowances remain unchanged;  

 
(f) The independent co-opted members to the Governance Committee and the 

Independent Person allowance remains the same; 
 

(g) The levels of the Travel and Subsistence Allowances remain unchanged; 
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(h) The Members’ Allowances Scheme include specific reference to the 
requirement that all Members must provide their driver documentation to 
comply with the Permitted Driver Policy; 
 

(i) No mileage claim will be paid if the appropriate driver documentation has not 
been provided; 

 
(j) Except where specifically mentioned, all other allowances covered by the 

Members’ Allowances Scheme remain at their current levels; 
 

(k)  Provision be included within the scheme for the Monitoring Officer to consider 
claims for reimbursement of expenses incurred to enable a Member to attend 
a meeting or other approved duty provided that it could be demonstrated that 
they had been necessarily incurred, and upon the production of receipts; 

 
(l) That the existing underlying principles of the Members Allowances Scheme be 

reiterated, namely:- 
  

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

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

time. 
 

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

 
• SRAs for Group Leaders be payable only where membership of the group 

amounts to five or more. 
 
• A Dependent Carers Allowance/Childcare Allowance of £13.74 per hour is 

provided subject to a maximum of 50 hours per month. 
 

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

 
• Subsistence allowances be payable on the same basis as applicable to 

Officers.  
          
(m) That the Corporate Director for Resources undertakes a piece of work to 

explore the development of family friendly/parental leave policies for elected 
Members to assist the Panel in its deliberations for 2020/21.   

  
 

 

10 
 

Page 121 of 123



 

Appendix A 
Proposed Scheme for 2019/20 
 
 2019/20 
 £ 
BASIC ALLOWANCE 9,550 
  
SPECIAL RESPONSIBILITY ALLOWANCES:-  
  
Leader 15,500 
Deputy Leader 11,280 
Cabinet Member   9,680 
Chair of Scrutiny and Improvement Committee x 4 2,852 
Vice Chair of Scrutiny and Improvement Committee x 4    992 
Chair of Regulatory Committee 4,836 
Vice Chair of Regulatory Committee 1,984 
Chair of Personnel and General Purposes Committee 2,852 
Vice Chair of Personnel and General Purposes Committee    992 
Chair of Governance Committee 2,108 
Vice Chair of Governance Committee    620 
Group Leader 4,840 
Mayor 12,890 
Deputy Mayor  3,230 
Independent Co-optee to Governance Committee    620 
Independent Person    500 
 
TRAVELLING AND SUBSISTENCE –        National rates as applicable to officers 
 
INDEPENDENT CARERS ALLOWANCE – £13.74 per hour up to a maximum of 50 
 hours per month 
 
ANNUAL TELEPHONE ALLOWANCE -     £180 
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Subsistence Rates 
 
Municipal Year 2019/20 
 
Maximum rates are as follows:- 
 
Day Subsistence: 
 
 
a. Breakfast allowance (more than 4 hours away from normal place of 

residence, or where the Authority permits, a lesser period, before 
11.00am) 

 

 
£5.80 

b. Lunch allowance (more than 4 hours away from normal place of 
residence or where the Authority permits, a lesser period, including 
the lunchtime between 12.00 noon and 2.00pm). 

 

 
£8.20 

c. Tea allowance (more than 4 hours away from normal place of 
residence or where the Authority permits, a lesser period, including 
the period 3.00pm to 6.00pm.              

 

 
£3.10 

d. Evening meal allowance (more than 4 hours away from the normal 
place of residence or where the Authority permits, a lesser period,  
ending after 7.00pm)                              

  

 
£10.90 

Overnight: 
 
Outside London                     
Inside London                                                                                                   
 

 
 

£93.00 
£110.00 
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