
RUSHMOOR BOROUGH COUNCIL

CABINET
at the Council Offices, Farnborough on

Tuesday, 2nd February, 2016 at 4.30 pm
in Concorde Room, Council Offices, Farnborough

To:
Councillor P.J. Moyle

Councillor K.H. Muschamp, Deputy Leader and Business, Safety and Regulation 
Portfolio Holder

Councillor Hughes, Health and Housing Portfolio
Councillor Sue Carter

Councillor P.G. Taylor, Corporate Services Portfolio Holder
Councillor R.L.G. Dibbs
Councillor A. Jackman

Enquiries regarding this agenda should be referred to Chris Todd, Democratic 
Services, Democratic and Customer Services on 01252 398825 or e-mail: 

chris.todd@rushmoor.gov.uk

A full copy of this agenda can be found here:
www.rushmoor.gov.uk/

A G E N D A
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2. REVENUE BUDGET, CAPITAL PROGRAMME AND COUNCIL TAX LEVEL – 
(Pages 7 - 104)
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(Leader of the Council)

To consider the Head of Financial Services’ Report No. FIN1603 (copy attached), 
which makes recommendations on the budget, Council Tax Requirement and 
proposals for budget savings for 2016/17, for submission to the Council on 25th 
February, 2016.

3. ANNUAL TREASURY MANAGEMENT STRATEGY 2016/17 AND PRUDENTIAL 
INDICATORS FOR CAPITAL FINANCE – (Pages 105 - 128)
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which seeks approval of the Treasury Management Strategy for the year 2016/17, 
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COMM1602 (copy attached), regarding the outcomes of a recycling assessment 
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1972 indicated against such items:

Item Schedule Category
Nos. 12A Para.

Nos.

6 3 Information relating to financial or business affairs
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RUSHMOOR BOROUGH COUNCIL

CABINET
Tuesday, 12th January, 2016 at 4.30 pm

at the Council Offices, Farnborough

 Councillor P.J. Moyle
 Councillor K.H. Muschamp, Deputy Leader and Business, Safety and 

Regulation Portfolio Holder

 Councillor Hughes, Health and Housing Portfolio
 Councillor Sue Carter

 Councillor P.G. Taylor, Corporate Services Portfolio Holder
 Councillor R.L.G. Dibbs
 Councillor A. Jackman

Apologies for absence were submitted on behalf of   .

The Cabinet considered the following matters at the above-mentioned meeting. All 
executive decisions of the Cabinet shall become effective, subject to the call-in 
procedure, from 26th January 2016.

73. MINUTES –

The Minutes of the meeting of the Cabinet held on 15th December, 2017 were 
confirmed and signed by the Chairman.

74. COUNCIL TAX SUPPORT SCHEME 2016/17 –
(Concessions and Community Support)

The Cabinet considered the Corporate Director's Report No. CD1601, which set out 
the outcome of the recent public consultation exercise and the recommendations 
and comments of the Council’s Welfare Reform Task and Finish Group in respect of 
potential changes to the Council Tax Support Scheme. Prior to commencing this 
item, the Cabinet was advised of a request from Cr. A.H. Crawford to address the 
Cabinet on this issue. However, as Cr. Crawford’s representation had already been 
distributed to all Cabinet Members for consideration during the item, the Cabinet did 
not support the request. 
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Members heard how the Council had developed its own Council Tax Support 
Scheme, which had run since 1st April, 2013, to replace the previous national 
Council Tax Benefit Regulations. The Scheme had been well received and had 
operated successfully but, in light of the Government’s ongoing reform of the welfare 
system, the Cabinet had agreed, at its meeting on 20th October, 2015, to carry out a 
public consultation on options to make changes to the Scheme. The public 
consultation exercise had run for a six week period starting on 9th November, 2015 
and had been sent to all 2,565 working age Council Tax Support claimants and a 
randomly selected 3,000 Council Tax payers. The survey had also been available 
online throughout the consultation period. A total of 791 completed surveys had been 
returned, which the Welfare Reform Task and Finish Group had considered to be a 
good rate of return, considering the complexity of the survey. It was reported that a 
wide range of views had been expressed and these were set out in Appendix 3 to 
the Report. A clear view had been expressed that residents did not wish for the 
Scheme to be funded by either an increase in Council Tax or a reduction in service 
provision. 

The Welfare Reform Task and Finish Group had met six times during 2015 and its 
work had included considering potential changes to the Council Tax Support 
Scheme, taking into account the results of the public consultation. The Group 
recommended five changes to the Scheme, summarised as:

 To increase the minimum contribution from 8% to 10%

 To remove the Family Premium for new working age claimants

 To reduce the amount of savings from £16,000 to £6,000 before 
claiming Council Tax Support

 To limit support at the level applicable for a Band D property, for those 
living in properties banded higher than Band D

 To reduce the limit of backdated claims to four weeks

Furthermore, the Group considered a number of issues that were raised in the 
consultation that were not being recommended for adoption and these were set out 
in the Report. 

In endorsing the recommendations of the Welfare Reform Working Group in relation 
to potential changes to the existing Scheme, the Cabinet expressed satisfaction that 
the Council’s amended Scheme would continue to ensure that residents in Aldershot 
and Farnborough were treated fairly. In particular, it was noted that the exceptional 
Hardship Fund would remain in place for those adversely affected by the changes 
during a period of transition.

The Cabinet 
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(i) NOTED the information set out in the Corporate Director’s 
Report No. CD1601 and the work and the recommendations of 
the Welfare Reform Task and Finish Group in relation to 
potential changes to the Council’s Council Tax Support Scheme; 
and

(ii) RECOMMENDED TO THE EXTRAORDINARY MEETING OF 
THE COUNCIL ON 27TH JANUARY, 2016 that the changes to 
the Council Tax Support Scheme, as set out in the Report, be 
approved to take effect from the financial year 2016/17.

75. GRANTS TO VOLUNTARY ORGANISATIONS –
(Concessions and Community Support)

The Cabinet received the Head of Community and Environmental Services’ Report 
No. COMM1601, which set out details of applications for grants from voluntary 
organisations. In accordance with the agreed procedure for the allocation of grants, 
the Cabinet Member for Concessions and Community Support had approved three 
grants for £1,000 or less.

The Cabinet NOTED that the following grants totalling £2,350 had been 
approved by the Cabinet Member for Concessions and Community Support:

Acornwood Pre-school £850
Aldershot and Farnborough Festival of Music and Dance £500
Fleet and District Beekeepers Association £1,000

NOTE:  Cr. K.H. Muschamp declared a personal but non prejudicial interest 
in this item in respect of his involvement with the Aldershot and Farnborough 
Festival of Music and Dance and, in accordance with the Members’ Code of 
Conduct, remained in the meeting.

76. HART LOCAL PLAN - CONSULTATION ON REVISED OPTIONS FOR 
STRATEGIC NEW HOMES GROWTH AND SITE ALLOCATIONS –
(Environment and Service Delivery)

The Cabinet considered the Head of Planning's Report No. PLN1601, which sought 
agreement to submit comments on Hart District Council’s Refined Options for 
Strategic New Homes Growth and Site Allocations document, which was open to 
consultation until 15th January, 2016. Also included in the consultation was Hart’s 
draft Local Plan Vision and Strategic Priorities document. The Cabinet was reminded 
that the Council had submitted comments on Hart District Council’s consultation on 
its Housing Development Options in October 2014. It was also explained that Hart, 
Rushmoor and Surrey Heath Councils were, currently, jointly undertaking an update 
to the evidence base relating to housing and employment needs to inform the 
preparation of their respective Local Plans. 

The Report set out the context of this consultation in terms of National Planning 
Policy and explained how Hart, Rushmoor and Surrey Heath Councils together 
formed the Housing Market Area. It was explained that the Council welcomed the 
opportunity to work with Hart District Council on developing a planning strategy to 
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meet the housing needs of the Housing Market Area within the area covered by the 
three councils. Once the joint evidence had been updated, it would be possible for 
the three authorities to demonstrate positive outcomes through Plan making, as 
required by the Duty to Co-operate and reflected in the tests of soundness at 
Examination of Local Plans. 

The Cabinet RESOLVED that the Council make representations on the Hart 
Refined Options for Strategic New Homes Growth and Site Allocations and 
the draft Local Plan Vision and Strategic Priorities documents, based on the 
comments set out in the Head of Planning’s Report No. PLN1601.

77. ALDERSHOT TOWN CENTRE PROSPECTUS SUPPLEMENTARY PLANNING 
DOCUMENT –
(Environment and Service Delivery)

The Cabinet considered the Head of Planning’s Report No. PLN1602, which set out 
the Aldershot Town Centre Prospectus Supplementary Planning Document for 
approval. Members were informed that public consultation had taken place for six 
weeks, commencing on 30th September, 2015. This had been supplemented with a 
number of consultation events, including staffed exhibition days and a public 
meeting. The consultation process had attracted 180 representations and the 
comments received were summarised in the Consultation Report at Annex 2 to the 
Report. The draft document had been amended to take account of these 
representations and the key changes were summarised as:

 Executive summary added

 Increased emphasis on accessing the town by a variety of sustainable 
modes of transport, including additional references to public transport in 
the town and reference added to improving cycling provision

 Reference to a review of the Council’s parking strategy added

 Comment added about the Council investigating the potential to 
purchase vacant units

 Strengthened statements on the historic environment

 Deleted inaccurate reference to Willow House being of historic 
significance

 Reference added to the importance of integrating Westgate with the 
rest of the town centre

 Added explicit reference to refurbishment of the Princes Hall

 Clearer reference to the potential to create a town square as part of the 
redevelopment of the Union Street and former Marks and Spencer site 
added
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 Information added on potential funding sources

The Cabinet RESOLVED that

(i) to supplement the existing Core Strategy policies, the Aldershot 
Town Centre Prospectus Supplementary Planning Document be 
adopted; and

  
(ii) the Head of Planning, in consultation with the Cabinet    Member 

for Environment and Service Delivery, be authorised to make 
any necessary minor amendments to the Supplementary 
Planning Document, prior to its publication.

The Meeting closed at 5.18 pm.

D.E. CLIFFORD
LEADER OF THE COUNCIL

-----------
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CABINET 
2 FEBRUARY 2016  

HEAD OF FINANCIAL SERVICES 
REPORT NO. FIN1603 
 

 

REVENUE BUDGET, CAPITAL PROGRAMME AND COUNCIL TAX LEVEL 
 
 
1. INTRODUCTION 

 
1.1 This report contains recommendations for the budget, Council Tax Requirement 

and proposals for budget savings for 2016/17. The report includes: 
 
Appendix 1: General Fund Revenue Budget Summary  
Appendix 2: Detailed base revenue budgets in portfolio order 
Appendix 3: List of additional items for inclusion in the budget 
Appendix 4: Capital Programme 

 
 

2. BACKGROUND 
 
2.1 Cabinet considered report no.FIN1518, which outlined the Medium Term Financial 

Strategy for 2015/16 – 2018/19, on 17th November 2015. 
 

2.2 Ahead of the Chancellor’s Autumn Statement and the release of the provisional 
Local Government Finance Settlement, the report focused on setting the high-level 
strategic financial direction for the Council after taking account of the Medium- 
Term Financial Forecast.  
 

2.3 The report considered the key financial risks facing the Council over the medium- 
term, principally; 

 

 The potential for changes to the funding formula in the Local Government 
Finance Settlement 

 The size and phasing of reductions in central government funding, including 
Revenue Support Grant and New Homes Bonus 

 Treasury management issues including interest rates, level of capital 
expenditure, use of internal resources and the potential to move to borrowing, 
with its associated costs 

 Local and national issues for the Business Rates Retention Scheme – 
variability, appeals provision, revaluation and moves towards a 100% local 
retention scheme 

 Local demand pressures (stemming from demographic change, Welfare 
Reform, local growth) 

 
2.4 Cabinet also considered the assumptions used in pulling together the forecast, 

including Council Tax levels, Business Rates growth, pay awards and inflation.  
 

2.5 The report outlined the way in which risks and uncertainties would be mitigated, 
through use of reserves, such as the Stability & Resilience Reserve, to protect the 
Council from adverse fluctuations in its financial position and the Service 
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Improvement Fund, to ensure sufficient resources are available to progress key 
invest-to-save projects. 
  

2.6 This enables the Council to take a strategic, longer-term approach, concentrated 
on its 8-point plan for financial sustainability, which will contribute towards the 
savings required to maintain a balanced budget in the short term, while moving the 
Council towards financial sustainability in the medium to long-term. 
 

2.7 The Medium-Term Financial Strategy was approved by Council on 10 December 
2015 and sets the framework for the budget proposals for 2016/17. The strategy 
included an approved range for the General Fund balance of £1m - £2m and a 
minimum expected level for total working balances of 5% of gross expenditure. 
 

  
3.       FINANCE SETTLEMENT FOR 2016/17  
 
3.1 At the time of writing this report, the DCLG’s local government finance settlement 

is still provisional. This report has been prepared on the basis that there are no 
changes to the finance settlement figures for Rushmoor, once DCLG have 
confirmed the settlement figures. The final Settlement is due in February 2016. 
 

3.2 The provisional figures cover a four-year period to 2019/20, which provides an 
opportunity to update the Medium Term Forecast and set the 2016/17 budget in 
light of that wider context and direction of travel. While 2016/17 figures are 
reasonably close to those already estimated, reductions for 2017/18 and beyond 
differ in extent and timing to some of the assumptions built into the Council’s 
forecast. 
  

3.3 The Council is required to finalise its Business Rates estimates for 2016/17 and its 
initial estimate of any surplus or deficit for 2015/161, by 31st January 2016. The 
return (NNDR1) is complicated by the necessity to incorporate an estimate of the 
provision to be held back by the Council to settle appeals from ratepayers against 
the rateable value set by the Valuation Office. As the Valuation Office is currently 
undertaking the national revaluation exercise, there is a significant backlog of 
appeals waiting to be determined. The Council has previously developed a 
comprehensive modelling tool to assess the size of the required provision and 
officers are in the process of updating the model with the latest available 
information from the Valuation Office.  
 

3.4 Final agreement of the Business Rates estimates will be made by the Council’s 
Section 151 Officer in consultation with the Leader of the Council, under the 
delegation agreed by Council on 20 January 2014, and an update will be provided 
to Cabinet alongside this report. 
 

3.5 Should the final settlement figures or the business rates estimates be materially 
different from those presented in this report, the general fund summary will be 
updated by the Council’s Section 151 Officer in consultation with the Leader of the 
Council and the Portfolio holder for Corporate Services, prior to consideration of 
the budget by Council on 25 February 2016. 

                                                           
1
 The difference between the amount of business rates income originally forecast for collection in 2015/16 and the 

latest estimate of the outturn position for that year 
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3.6 The funding settlement offered Councils an option of a four-year funding 
assessment, which would provide for greater certainty and the ability to plan over 
the medium-term. The figures are not guaranteed however, and will be subject to 
modification each year in light of the success or otherwise of the government’s 
overall deficit reduction plans and the state of the national economy. Acceptance 
of the four-year plan would be dependent on having an efficiency plan in place 
although initial understanding is that the Council’s Medium-Term Financial 
Strategy (including its 8-point plan for sustainability) would be sufficient for these 
purposes. At the time of writing this report, no detail of how the four-year offer will 
work (or any alternative methodology) has been released. It is expected that 
further information will be available alongside the final confirmation of the 
Settlement figures. This report therefore proposes that acceptance or otherwise of 
the four-year offer is delegated to the Council’s Section 151 Officer, in consultation 
with the Leader of the Council and the Portfolio Holder for Corporate Services, 
once the details of the offer have been released.   
 
 

4.   GENERAL FUND REVENUE BUDGET 2016/17 
 

4.1 The General Fund Revenue Budget Summary is set out in Appendix 1; the 
detailed revenue budgets in portfolio order are shown at Appendix 2 and Appendix 
3 sets out the lists of additional items for inclusion in the revenue budget. 
 

4.2 The proposed General Fund Revenue Budget will enable the Council, in broad 
terms, to deliver services at similar levels to the present while identifying 
reductions in the level of net spend of £900,000 to be delivered during 2016/17. 
While this level of variation could have a large impact on the Council’s general 
fund balance, it represents less than 1% of the Council’s gross annual turnover 
(combined income and expenditure excluding Business Rates and Council Tax) of 
around £115 million. 
 

4.3 The General Fund Summary shows that revenue balances are expected to be 
around £1.5m by the end of 2016/17, which is the mid-point of the approved range 
of £1m - £2m. This is an acceptable outcome to aim for within the budget year 
given the levels of risks and uncertainty already referred to in paragraph 2.3 above 
and provides a reasonable buffer against adverse budgetary movements.  
 
Council Tax 

4.4 The revenue budget assumes a 1.99% increase in charges for Council Tax, which 
falls within the permissible level of increase before triggering a local referendum, 
and equates to an increase of £3.66 per annum for a Band D property. The Local 
Government Finance Settlement assumes within its calculations of local authority 
funding assessments, that all authorities will raise their Council Tax towards the 
maximum allowable percentage, while all Councils with social care responsibilities 
will also take advantage of an additional 2% precept, ring-fenced for social care, 
also allowable within new referenda limits. 
 

4.5 DCLG’s assumption that all Councils will seek to maximise their Council Tax take, 
within referenda thresholds, is a significant change in strategy. For the previous 5 
years, Council Tax Freeze grants had been offered, which coupled with the 
referenda thresholds had contributed to keeping Council Tax levels stable in the 
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past five years, with little growth other than through growth of the tax base itself. 
That such increases are factored in to the funding assessment, removes flexibility 
for local authorities to take local decisions about tax levels, and to use increases in 
local taxation to offset local spending pressures. Councils now need to make these 
increases just to keep total funding levels at a standstill as they have been 
factored into the government’s ‘flat cash’ settlement figures. 
 

4.6 Year-on-year increases in Council Tax have been built into DCLG’s four-year 
provisional settlement. Increasing Rushmoor’s Council Tax by 1.99% for 2016/17 
will provide £109,000 additional funding compared to 2015/16 tax levels, and 
would increase the Band D Council Tax charge by £3.66 per annum (7p per 
week). On-going increases over the four-year period would see total Council Tax 
income at £449,000 above current levels by 2019/20, with £15.10 added to the 
Band D charge (29p per week). The cumulative effect of annual 1.99% increases 
would realise £1.1 million of additional income to support Council services, over 
the whole four-year period. 
 

4.7 Even factoring in these increases, the Medium-Term forecast shows a potential 
funding gap by 2018/19 of around £3 million, putting significant pressure on the 
Council’s 8-point plan to deliver the right combination of cost reductions and 
increased income to meet the gap. 
 

4.8 The funding assessment also includes optimistic assumptions of increases in 
council tax bases2 of 1.9% annually. The actual tax base increase for Rushmoor 
for 2016/17, after allowing for reductions due to the Council Tax Support Scheme, 
is 1.4%, providing a tax base of £30,172.66. In previous years, the average tax-
base growth for Rushmoor has been around 0.75% after adjusting for one-off 
changes to discounts and exemptions. The combination of tax base and tax level 
provides a total precept (or Council Tax Requirement) of £5,664,404.   
 

4.9 Additional income is also provided from the calculation of the surplus on the 
Council Tax Collection Fund of £90,715 for Rushmoor, due to the continued 
success in collecting arrears from previous years and the better than expected 
collection rate for 2014/15, supported by successful management of the Council’s 
localised Council Tax Support Scheme. The Council Tax base and surplus were 
agreed under delegated powers by the Council’s Section 151 Officer, in 
consultation with the Leader of the Council, on 10 December 2015. 
 

4.10 Both the Council Tax base and the surplus figure will be impacted by the decisions 
made at Council on 27 January 2016 regarding proposed changes to the Council 
Tax Support Scheme. Assumptions about these changes have not been included 
in the current budget for 2016/17 but will instead flow through to future tax base 
and surplus calculations.     
 

Business Rates Retention 
4.11 Both the Business Rates Retention Scheme and the Council Tax Support Scheme 

transferred significant levels of risk to the Council in 2013/14 that in the past would 
have been borne by central government. For example, a fall in business rates 
collected will now directly impact the Council (to safety net level) as will an 
increase in the number of residents requiring support with their Council Tax. Such 

                                                           
2
 Tax base – the number of Band D equivalent properties, adjusted for discounts and exemptions and 

estimated losses on collection 
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changes, when combined with the slow recovery of the UK economy and the 
government’s continuing deficit reduction plans, support the strategy of using 
reserves, which have been set aside to manage fluctuations in the Council’s 
income and expenditure. 
 

4.12 While business rates income is currently showing a favourable position, we have 
seen since the inception of the Business Rates Retention Scheme, how volatile 
this income stream can be. A simple decision to relocate a company headquarters, 
for example, for any of the large businesses in our area, can have a dramatic 
consequence on the level of income retained by the Council. While the Council 
works closely with local business to encourage and facilitate growth in its area, 
there are many external factors instrumental to such decisions on which the 
Council may have little influence.   
 

4.13 As discussed earlier in this report, one of the significant factors affecting the level 
of business rates income declared in the Council’s budget is the amount the 
Council deems necessary to hold back for repayment of business rates to 
ratepayers who appeal their rateable value with the Valuation Office. The extent of 
mandatory reliefs awarded will also affect the final figures. In recent weeks, we 
have heard that as many as 100 NHS Trusts have made applications for 
mandatory charitable relief, the impact of which, if successful, will be considerable. 
The extent of losses for individual local authorities will depend on where such 
Trusts are located and whether claims can be backdated. A similar issue has 
affected purpose-built Doctor’s surgeries where a significant appeal has been 
awarded (on average over 70% of rateable value) for a number of surgeries 
locally, backdated for the entire 2005 rating list. An allowance for a similar 
reduction in rateable value for the 2010 list is likely to be factored into the appeal’s 
model and could be as much as £2.4million. 
 

4.14 As previously highlighted, final estimates for Business Rates will be completed by 
31 January 2016 and updated to Members prior to budget setting. The extent of 
this volatility however, continues to support the need for sufficient reserves to meet 
these unforeseen shocks to the system. Should the business rates estimates fall 
significantly below current estimates, it would be advisable to draw-down on such 
reserves in the short-term, to support balances at around the level shown in 
Appendix 1, rather than increase the level of savings currently identified for 
2016/17 (around £900,000). 
 

New Homes Bonus 
4.15 Other potential pressures to the revenue budget over the medium-term include 

future changes to the New Homes Bonus Scheme. The Council will be responding 
to consultation on changes to the Scheme (responses due early March 2016) and 
has currently used the Government’s forecast figures within its own forecast. This 
means that for 2016/17 and 2017/18 figures are similar to those originally 
estimated under the current scheme but reduce by around a third in 2018/19. Until 
consultation is closed and the final scheme revisions are known, risk remains that 
these figures could alter from 2017/18 onwards.  
 

Impact of invest-to-save and regeneration 
4.16 Additionally, the pace and extent of the Council’s invest-to-save programme and 

regeneration plans, could increase the speed at which the Council is currently 
using its own capital resources and will move the Council towards a borrowing 
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position. The financial strategy allows for funds to be set aside to meet future 
borrowing costs via the use of the current revenue contributions to capital outlay. 
The subsequent section on the Capital Programme, and the associated Prudential 
Indicators for Capital Financing contained within the Annual Treasury Management 
Report, explore this issue in more detail. 
 

Additional items 
4.17 In view of the on-going financial constraints in which the Council is operating, 

additional items for inclusion in the budget have once again been kept to a 
minimum. There are requests for just two one-off items of expenditure (£19,000 in 
2015/16 and £13,350 in 2016/17) with three items of on-going expenditure totalling 
£31,000 as detailed in Appendix 3. It should be noted that one of the items 
(increase in Hardship Fund) is linked to the Council’s localised Council Tax 
Support Scheme, as considered by Council on 27 January 2016.  
 

 

5.      CAPITAL PROGRAMME 
 
5.1 The capital programme, which totals £8.8million in 2016/17, is set out at Appendix 

4 of this report.  
 
5.2 The programme for 2016/17 includes contributions from the Council’s revenue 

account of £550,000 and shows these contributions remaining at this level over the 
life of the programme. As stated above however, the financial strategy includes the 
flexibility of switching this contribution to cover borrowing costs should the need 
arise. In this way, the contributions continue to support a sustainable capital 
programme. Such contributions would also be subject to the final outturn position 
on the revenue fund each year. 

 
5.3 The capital programme contributes towards the Council’s priorities by 

concentrating resources in the following areas: 
 

Projects with a clearly defined financial return to the Council or economic benefit to 
the Borough such as: 

 Invest-to-save schemes  

 Income generation projects   

 Town Centre regeneration 
 
Projects that support the delivery and development of core services; 

 Asset maintenance 

 ICT strategy 
 
The programme also includes support for the provision of local Housing through 
social housing grants and the Council’s statutory duties in respect of Disabled 
Facilities Grants.   

 
5.4 The most significant projects for the Revised 2015/16 budget and for 2016/17 are 

completion of the Activation Aldershot project, which brings together a number of 
projects supporting infrastructure to link the Wellesley development and the town 
centre alongside other town centre improvements. An additional bid for 2016/17 
brings in what was originally termed phase 6 of this project which includes 
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improvement works to the Aldershot station area. Other large projects include 
potential purchase and refurbishment of land for the provision of a depot for the 
Council’s Waste, Recycling and Street Cleansing services and the purchase of 
land for the provision of Suitable Alternative Natural Green Space in order to 
unlock housing development in the Borough. 
 

5.5 Implementation of the core programme in 2016/17 will require the use of 
£5.4million of capital receipts, together with £2.6million use of developers’ S.106 
contributions and other grants. In addition, the programme is supported by general 
revenue contributions of £0.55 million and revenue contributions to Improvement 
grants of £0.2 million. 
 

5.6 The Capital Programme does not include expenditure on projects falling within the 
8-point plan, which will come forward for individual consideration as feasibility 
studies and business cases are developed. The programme also excludes 
strategic priorities for the Council such as major regeneration schemes for our 
town centres (Aldershot Prospectus/Farnborough Civic Centre) and potential 
funding towards schemes for the provision of affordable housing in the borough. 
Again, while recognising that these schemes will come forward over the medium-
term, they are as yet insufficiently detailed to approve specific budget allocations. 
Each scheme will be individually evaluated and brought forward for consideration 
at the appropriate time, thus allowing for detailed scrutiny and taking into account 
the prevailing financial conditions. 

 
 
6.   CHIEF FINANCE OFFICER’S REPORT  
 
6.1 Under Section 25 of the Local Government Act 2003, the Council’s Chief Finance 

Officer (Head of Financial Services) is required to report to Council on: 

 the robustness of the estimates contained in the budget and  

 the adequacy of the reserves maintained by the Council.  
 
6.2 In order to comply with the Act, the Council must have regard to this report when 

making its decisions on the budget.  
 

6.3 The budget has been constructed following a detailed process involving budget 
holders, Director’s Management Board and Cabinet, flowing from the Medium 
Term Financial Strategy through to detailed budget estimates. Estimates have 
been carefully considered during the budget process, with an additional budget 
challenge from Directors being built into recent years. 
 

6.4 In preparing the budget, account has been taken of financial issues identified 
during the current year, new legislative requirements, service pressures and key 
economic indicators such as RPI, pay inflation etc. Realistic assumptions have 
been made and key risks identified. Risks are managed through timely and 
comprehensive in-year budget monitoring and the corporate risk register which 
leads to prompt identification of problems and management of risks. 
 

6.5 The proposed Capital Programme supports the Council’s current infrastructure 
through its asset maintenance and ICT strategy, while focussing on projects that 
will deliver financial return or economic benefit to the Borough. The Capital 
Programme only includes those projects with clear business cases, including 
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identified resources, both financial and in terms of project delivery. In addition, the 
Council’s 8-point plan identifies additional invest to save schemes that will only be 
brought forward on to the approved programme as robust implementation plans 
are developed. This also applies to the Council’s major regeneration schemes and 
support for Housing initiatives, which again will be explored and developed on a 
case-by-case basis. The pace of investment in these additional schemes will 
determine the speed of reduction in the council’s capital resources and the timing 
of any borrowing requirement. The potential need to absorb borrowing costs in the 
general fund has therefore been taken into account in the medium-term budget 
plans. 
 

6.6 The general fund is forecast to remain within the £1m - £2m range of balances 
approved in the financial strategy. The Stability & Resilience Reserve set up during 
2012/13 provides sufficient resource to allow the Council to react to the increase in 
risk and uncertainty it faces over the medium-term and any consequential adverse 
affect on its financial position. The Service Improvement Fund is also available to 
support the Council’s endeavour to achieve a sustainable financial position over 
the medium-term, by supporting key projects, which deliver significant financial 
benefit to the organisation. Consideration should be given over the medium-term 
to increasing these reserves in order to continue to mitigate risk and deliver 
improvement.  
 

6.7 These proposals, underpinned by the Council’s 8-point plan, will enable the 
Council to meet the challenges of achieving a balanced budget in the current year, 
to be protected from potential volatility in its finances and to reshape the 
organisation to be sustainable over the longer-term.  
 

6.8 In conclusion, I am satisfied that the budget is robust and is supported by 
adequate reserves. 

 
 
7.       CONCLUSIONS 

 
7.1 In spite of the difficult economic situation, the uncertainties about government 

funding and the pressures on services, the Council has been able to prepare a 
sound and balanced budget whilst maintaining services to residents. The budget 
will also provide a platform for Rushmoor to address future challenges 

 
7.2 The budget adheres to all of the elements within the previously approved budget 

strategy. In particular, this includes the principle of maintaining the Council’s 
revenue balances within a range of £1m - £2m and maintaining other usable 
reserves to mitigate risk and support improvement.  

 
7.3 The budget allows for the implementation of essential on-going additional revenue 

items totalling £31,000, one-off additional revenue expenditure of £32,350 and a 
substantial capital programme of approximately £8.8 million in 2016/17. 

 
7.4 The budget proposals provide for the current Council Tax level to increase by 

1.99% (from £184.07 per annum for a Band D property to £187.73 – an increase of 
£3.66 or 7p per week) in line with government assumptions within its settlement 
funding formula. 
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7.5 In order to achieve this, the budget proposals will require the implementation of 
budget savings of £900,000 in 2016/17, together with further savings over the 
medium term, totalling approximately £3.0 million over the period 2016/17 to 
2018/19. This will require reductions in the Council’s service expenditure, and 
increased income generation, in accordance with the Medium-Term Financial 
Forecast and the Financial Strategy.  
 

7.6 This level of saving for 2016/17 is challenging but achievable, based on past 
experience and current expectations of the Council’s 8-point plan. It will be 
essential however, to increase the pace of delivery for net reductions (cost savings 
and income generation) during the forthcoming year in order to achieve the 
significant increase in savings required for 2017/18.  

 
7.7 As part of this process, reserves continue to be held to support the implementation 

of key projects and to mitigate against the substantial increased risk the Council is 
facing, which will be monitored and reported to Cabinet throughout 2016/17 and 
subsequent years.   
 
 

8.       RECOMMENDATIONS  
 
8.1 Cabinet are requested to consider and approve for recommendation to Council: 

 
i) the General Fund Revenue Budget Summary set out in Appendix 1 
 
ii) the detailed General Fund Revenue Budget set out in Appendix 2 
 

iii) the additional items for inclusion in the budget, set out in Appendix 3 
 
iv) the Council Tax Requirement of £5,664,404 for this Council 

 
v) the Council Tax level for Rushmoor Borough Council’s purposes of £187.73 

for a Band D property in 2016/17 
 

vi) the Capital Programme, set out in Appendix 4 
 

vii) the Head of Financial Services’ report under S.25 of the Local Government 
Act 2003 as set out in section 6 

 
viii) the holding of reserves as set out in the report  
 

ix) that the consideration and acceptance, or otherwise, of the government’s 
four-year settlement offer be delegated to the Council’s Section 151 officer, 
in consultation with the Leader of the Council and the Portfolio Holder for 
Corporate Services 

 
8.2 Cabinet are recommended to approve delegation to the Council’s Section 151 

officer, in consultation with the Leader of the Council and the Portfolio Holder for 
Corporate Services: 
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i) for any changes to the General Fund Summary stemming from final 
confirmation of the Local Government Finance Settlement and the Business 
Rates Retention Scheme estimates  

 
AMANDA FAHEY - HEAD OF FINANCIAL SERVICES/SECTION 151 OFFICER 
 

Background papers:   Medium Term Financial Strategy 2016/17 – 2018/19  
Cabinet meeting - 17 November 2015 - Rushmoor Borough Council 
Provisional Local Government Finance Settlement for 2016/17 
Provisional local government finance settlement: England, 2016 to 2017 
and future years - GOV.UK 
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CABINET 
2 FEBRUARY 2016  

HEAD OF FINANCIAL SERVICES 
REPORT NO. FIN1603 
 

 

UPDATE TO REPORT NO. FIN1603 - REVENUE BUDGET, CAPITAL PROGRAMME 
AND COUNCIL TAX LEVEL 

 
 
1. INTRODUCTION 

 
1.1 This report provides an updated General Fund Summary at Appendix 1 and an 

explanation of changes to the proposed Revenue Budget due to finalisation of the 
Council’s estimates for business rates as set out in paragraph 3.4 of FIN1603. 
 
 

2. BACKGROUND 
 
2.1 The NNDR1 is a statutory return containing the Council’s agreed business rates 

estimates for 2016/17 and the estimated surplus or deficit on the collection fund for 
business rates at the close of 2015/16. The return has now been finalised in 
accordance with the statutory timetable and under the appropriate delegation. As 
these estimates are materially different to those contained within the original 
budget report, it is appropriate to amend the General Fund summary to reflect the 
revised position and this has been carried out in consultation with the Leader of 
the Council and the Portfolio holder for Corporate services. 
 
 

3.      PRINCIPAL CHANGES TO THE ESTIMATES  
 

2016/17 Business Rates Forecast 
 

3.1 While positive local economic growth is reflected in an improved estimate for 
business rates income for the financial year ahead, this has been offset in part by 
the provision for appeals against rateable value, which might ultimately affect 
2016/17.  (The Council is obliged to hold back an amount of the rates collected, in 
order to make refunds to businesses who appeal successfully to the Valuation 
Office Agency). The resulting minor improvement in the net position for rates 
income also leads to a small change in the amount of levy that the Council has to 
pay to central government, as the Council is only able to keep 50% of the growth 
in rates above a set baseline.  
 

3.2 There has also been a reduction in the amount of section 31 grants due from 
government, as compensation for various reliefs awarded against business rates. 
The Autumn Statement made no mention of a number of reliefs that had been 
introduced in previous years. This was the first indication that these reliefs would 
not be extended into 2016/17.  
 

3.3 The revised figures are highlighted on the attached Appendix and marked A, B and 
C respectively. 
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Surplus or Deficit for 2015/16  
 

3.4 The NNDR1 also looks at the expected outturn position for 2015/16 and compares 
it with the initial estimates for that year; giving rise to either a surplus or deficit. 
Again, this figure has been significantly affected by the increase to the provision 
for appeals. With the Valuation Office Agency concentrating on the national 
revaluation exercise for business rates, a growing backlog of unsettled appeals is 
forming. In addition, a significant issue relating to valuation methodology for 
purpose built Doctor’s surgeries has been settled for the 2005 business rates list 
but remains unresolved for the 2010 list. This change would not be caught by 
restrictions to backdating introduced in the Autumn Statement 2014, and the 
provision allows for 7 years of refunds at a similar percentage as the settled 2005 
appeals. Approximately £2.6m is included within the provision for this issue alone. 
 

3.5 Another significant factor has been a large increase in the amount of s44a relief for 
part-occupation awarded as compared to the original estimate for 2015/16 – an 
additional £0.6m in relief. This is a temporary situation however, which should 
result in an improved rateable value for the building (which has been undergoing 
major refurbishment and remodelling) and subsequent improvement in rates 
income. 
 

3.6 These factors have culminated in a deficit of £361,000 for the collection fund for 
business rate at the close of 2015/16 (from a previously reported surplus of 
£279,000) - Figure D on Appendix 1. 
 
 

4.      IMPACT ON THE GENERAL FUND  
 

4.1 The total impact of the changes set out above is around £800,000. Given the 
existing level of savings required to balance the budget in 2016/17 (£900,000) it 
would not be prudent to seek additional savings within the 2016/17 budget. As 
outlined in paragraph 4.14 of FIN1603, it is recommended that the Stability and 
Resilience Reserve is used in the short-term to meet this additional pressure. This 
is in line with the budget strategy of using this reserve to meet short-term 
pressures whilst seeking to maximise income and make cost reductions over the 
medium-term. (Figure E) 
 

4.2 Given the continued volatility of the business rates scheme (largely due to the 
operation of the scheme itself and in particular the appeals mechanism), it will be 
important to replenish reserves over time in order to carry a sufficient buffer 
against such movements. Again, this is supported by the Financial Strategy 
approved at Council in November, which set minimum levels for working balances 
at 5% of gross expenditure. After taking account of the drawdown from the Stability 
and Resilience Reserve of £800,000, working reserves will stand at approximately 
£4.7m at the close of 2016/17, which will be around 5.8% of gross expenditure. 
 

4.3 The General Fund balance remains unchanged at £1.5m, comfortably within the 
approved range. 
 
 
 
 

Pack Page 102



 3 

5.       RECOMMENDATIONS  
 
5.1 Cabinet are requested to approve the revised General Fund Revenue Budget 

Summary set out in Appendix 1, for recommendation to Council: 
 
AMANDA FAHEY - HEAD OF FINANCIAL SERVICES/SECTION 151 OFFICER 
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APPENDIX 1

Original Revised

Estimate Estimate Forecast

2015/16 2015/16 2016/17

£000 £000 £000

Net Cost of Services by Portfolio

1 Corporate Services 986 1,159 1,203 

2 Environment and Service Delivery 3,973 3,884 3,245 

3 Concessions and Community 1,750 1,898 1,845 

4 Health and Housing 1,677 2,170 1,683 

5 Business, Safety and Regulation 2,690 2,828 2,921 

6 Leisure & Youth 4,509 4,175 4,574 

7 PORTFOLIO NET EXPENDITURE 15,585 16,114 15,471 

8 Capital Accounting Charges - Reversed (2,588) (3,137) (2,285)

9 Pension Adj/Employee Benefits Reversed 306 225 298 

10 NET EXPENDITURE AFTER ADJUSTMENTS 13,303 13,202 13,484 

Provisions for Budget Re-structuring:

11 Reductions in Service Costs/Income Generation (500) (387) (900)

12 Vacancy Monitoring (315) - (315)

13 Variations in Service 5 31 

14 Non-recurring Items   19 13 

15 Corporate Income and Expenditure (2,933) (5,353) (580)

16 Contributions to/(from) Reserve Accounts 2,358 4,748 135 

17 Central Government Funding (6,799) (6,612) (6,246)

18 NET TOTAL EXPENDITURE 5,114 5,622 5,622 

19 Contribution to/(from) balances 362 (146) 42 

20 COUNCIL TAX REQUIREMENT 5,476 5,476 5,664 

REVENUE BALANCES

21 1 April 1,638 1,638 1,492 

22 General Fund Transfer 362 (146) 42 

23 31 March 2,000 1,492 1,534 

Illustrative CT Levels (£) 184.07 184.07 187.73

CT Base 29,751.47 29,751.47 30,172.66

  & CT Increase (%) 1.99              

15 Corporate Income and Expenditure

Interest Receivable  (800) (849) (850)

Collection Fund (surplus)/deficit - Ctax (150) (150) (91)

                                                   - NNDR (1,983) (4,354) 361 D

Total (2,933) (5,353) (580)
   

16 Contributions to/(from) Reserve Accounts

Revenue Contributions to Capital Programme 550 959 550 

Revenue Contributions to Improvement Grants 200 200 200 

Transfers to CPE Surplus Account 201 162 266 

Contributions to/(from) earmarked reserves/prior yr grants (170) 355 (81)

Contributions to/(from) Service Improvement Fund  - (307)  - 

Contributions to/(from) Stability & Resilience Reserve 1,577 3,379 (800) E

Total 2,358 4,748 135 
   

17 Central Government Funding

New Burdens and other non-ring-fenced grants - (34) (6)

New Homes Bonus (1,696) (1,696) (1,994)

Council Tax Freeze Grants (61) (61) -

Revenue Support Grant (1,756) (1,756) (1,104)

RBC share of rates collected (18,620) (18,620) (19,018) A

Tariff payable 15,178 15,178 15,305 

Levy /(Safety net ) 848 848 904 B

s31 grants in relation to business rates (692) (471) (333) C

Total (6,799) (6,612) (6,246)

GENERAL FUND REVENUE BUDGET SUMMARY
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CABINET 
2 FEBRUARY 2016 

HEAD OF FINANCIAL SERVICES 
REPORT NO. FIN1602 
 
 

 
ANNUAL TREASURY MANAGEMENT STRATEGY 2016/17 AND PRUDENTIAL 

INDICATORS FOR CAPITAL FINANCE 
 
 

1. INTRODUCTION 
 

1.1 This report sets out the Treasury Management Strategy for the year 2016/17, 
the Annual Investment Strategy, Prudential Indicators for Capital Finance, 
Minimum Revenue Provision Statement and revisions to Treasury 
Management Practices. 
 
 

2. PURPOSE 
 

2.1 The purpose of the treasury management operation is to ensure that cash 
flow is adequately planned, with cash being available when it is needed. 
Surplus monies are invested in counterparties or instruments commensurate 
with the Council’s low risk approach, pursuing optimum performance while 
ensuring that security of the investment is considered ahead of investment 
return. The Council is required to operate a balanced budget, which broadly 
means that cash raised during the year will meet cash expenditure. 
 

2.2 The second main function of the treasury management service is the funding 
of the Council’s capital plans i.e. the longer-term cash flow planning to ensure 
that the Council can meet its capital spending obligations. 
 

2.3 The purpose of Prudential Indicators is to set a framework for affordable, 
prudent and sustainable capital investment. 
 

2.4 The attached appendices set out the Treasury Management Strategy and the 
Council’s Prudential Indicators for 2016/17 to 2018/19 and fulfils key 
legislative requirements: 
 
Appendix A  

 The Treasury Management Strategy which sets out how the 
Council’s treasury service will support capital decisions taken during 
the period, the day to day treasury management and the limitations on 
activity through treasury prudential indicators, in accordance with  
CIPFA’s Code of Practice on Treasury Management1 and Prudential 
Code2; 

 The Annual Borrowing Strategy which sets out the Council’s 
objectives for borrowing together with the approved sources of long 
and short-term borrowing and; 

 Annual Investment Strategy which sets out the Council’s criteria for 
choosing investment counterparties and limiting exposure to the risk of 
loss, in accordance with CLG Investment Guidance. 
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Appendix B 

 The setting of Prudential Indicators and the expected capital activities 
for the period as required by CIPFA’s Prudential Code for Capital 
Finance in Local Authorities2. 
 
 

Appendix C 

 The Council’s Minimum Revenue Provision (MRP) Statement, which 
sets out how the Council will pay for capital assets through revenue 
each year, as required by Regulation under the Local Government Act 
2007. 

 
2.5 These policies and parameters provide an approved framework within which 

officers undertake the day-to-day capital and treasury activities. 
 

2.6 At present, the Council’s investments are being conducted within the 
parameters set in this report to minimise risk and exposure. The strategy 
allows the use of a wider range of financial institutions and investments, after 
due consideration of security and liquidity, to enable the generation of 
improved returns. The strategy provides the flexibility to pursue a range of 
diverse investment avenues within appropriate investment boundaries.  This 
approach fits with the latest advice from the Council’s treasury advisor, 
Arlingclose. 
 
 

3. SCOPE 
 

3.1 This report covers the Council’s treasury management activities as set out in 
paragraphs 2.1 and 2.2 above. The funds invested consist of short-term cash 
available due to timing of income and expenditure i.e. from movements in 
working capital, or from reserves that need to be available in the short term, 
and potentially longer-term investment funds derived from the Council’s 
capital receipts. 
 

3.2 The Treasury Management Strategy does not cover the potential use of these 
longer-term, core funds as that is the purpose of the capital programme. For 
example, the use of capital resources for property investment would be 
considered under the Capital Programme, along with other invest-to-save 
schemes, on a case-by-case basis with appropriate information on risk and 
return. 
 

3.3 The Council’s in-house team continues to explore a variety of investment 
options.  These include expanding our portfolio of longer term investments 
and investing with Housing Associations.  The latest advice from Arlingclose 
indicates that the Council should continue to diversify investment risk 
(spreading smaller amounts over an increasing number of counterparties).   
 

3.4 The report also explores the potential for borrowing to fund future capital 
expenditure, dependent on the timing and extent of future investment plans, 
including setting limits on borrowing and prudential indicators for capital 
financing. 
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4. RECOMMENDATIONS 

 
4.1 Members are requested to recommend to Council: 

(i) approval of the Treasury Management Strategy, Annual Borrowing 
Strategy and Annual Investment Strategy attached at Appendix A; 

(ii) approval of the Prudential Indicators set out in Appendix B; and 
(iii) approval of the Minimum Revenue Provision (MRP) Statement set out 

in Appendix C. 
 

AMANDA FAHEY  HEAD OF FINANCIAL SERVICES 
Background papers:  1. Treasury Management in the Public Services (CIPFA) 

2. The Prudential Code for Capital Finance (CIPFA)  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Pack Page 107



 

4 
 

 

Pack Page 108



  APPENDIX A 
 

5 
 

TREASURY MANAGEMENT STRATEGY 2016/17  
 

 
1. INTRODUCTION 

 
1.1 This strategy has been prepared in accordance with CIPFA’s Treasury 

Management in the Public Sector: Code of Practice, which requires the 
Council to approve a Treasury Management Strategy before the start o 
each financial year. 
 

1.2 In addition, DCLG issued revised Guidance on Local Authority Investments 
in March 2010 that requires the Council to approve an Investment Strategy 
before the start of each financial year. 
 

1.3 The Council approves an annual strategy to be prepared in advance of the 
year, a mid-year review and an annual report after its close. The Licensing 
and General Purposes Committee is the nominated committee responsible 
for the effective scrutiny of the Treasury Management Strategy and 
policies. 
 

1.4 The Council has invested sums of money and is therefore exposed to 
financial risks including loss of invested funds and the revenue effect of 
changing interest rates. The successful identification, monitoring and 
control of risk are therefore central to the Council’s Treasury Management 
Strategy. 
 

1.5 This strategy covers: 

 External context 

 Current investment portfolio position 

 Annual Borrowing Strategy 

 Annual Investment Strategy 

 Specified & Non-specified Investments 

 Performance Indicators 
 

 
2. EXTERNAL CONTEXT 
 
2.1 Economic background: Domestic demand has grown robustly, supported by 

real income growth and a gradual decline in private sector savings. Low oil 
and commodity prices have contributed to CPI inflation falling to 0.1% in 
October and GDP growth 2.3% in Q3 2015.  Although speeches at the Bank of 
England signalled that there may be increases in future interest rates, policy 
rates have been held for 81 consecutive months.  Looking forward, uncertainty 
of the forthcoming EU referendum could put downward pressure on UK GDP 
and interest rates.  In addition, China’s growth has slowed, hence reducing 
global demand and contributing to emerging market weakness. The US 
Federal reserve did raised its policy rates 0.25% in December 2015, whilst the 
European Central Bank embarked on Quantative Easing in 2015. 
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2.2 Credit outlook: The varying fortunes of different parts of the global 
economy are reflected in market indicators of credit risk. UK Banks 
operating in the Far East and parts of mainland Europe have seen their 
perceived risk increase, while those with a more domestic focus continue 
to show improvement.  
 
Bail-in legislation, which ensures that large investors including local 
authorities will rescue failing banks instead of taxpayers in the future, has 
now been fully implemented in the UK, USA and Germany. The rest of the 
European Union will follow suit in January 2016, while Australia, Canada 
and Switzerland are well advanced with their own plans. Meanwhile, 
changes to the UK Financial Services Compensation Scheme and similar 
European schemes in July 2015 mean that most private sector investors 
are now partially or fully exempt from contributing to a bail-in. The credit 
risk associated with making unsecured bank deposits has therefore 
increased relative to the risk of other investment options available to the 
Council; returns from cash deposits however remain stubbornly low. 
 

2.3 Interest rate forecast: Arlingclose project the first 0.25% increase in UK 
Bank Rate in the third quarter of 2016, rising by 0.5% a year thereafter, 
finally settling between 2% and 3% in several years’ time. Persistently low 
inflation, subdued global growth and potential concerns over the UK’s 
position in Europe mean that the risks to this forecast are weighted 
towards the downside. 
 
 

3. CURRENT BORROWING & INVESTMENT PORTFOLIO POSITION 
 

3.1 The Guidance on Local Government Investments in England gives priority to 
security and liquidity, and the Council’s aim has been to achieve a yield 
commensurate with these principles.  The latest advice from Arlingclose to 
counteract the increasing risk of bank bail-ins and to generate enhanced 
returns as long-term interest rate forecasts remain low is to aim to invest 
longer term with counterparties other than banks and to invest across a 
diverse investment portfolio. 

 
3.2 During 2015/16 the Council has generated returns from existing long-term 

pooled fund investments together with diversification within the Council’s 
investment portfolio: 

 £20m in pooled funds (providing a balance across a range of 5 different 
types of fund) 

 £2m with Lancashire County Council 

 £2m with Dumfries and Galloway Council 

 £6.5 with various Banks and Building Societies  
 

3.3     The graph - Total Return on Total Investment Portfolio has been produced by 
Arlingclose and demonstrates that during the six months to 30/9/2015 the 
Council’s returns on total investment portfolio at 1.66% were amongst the 
highest when benchmarked against their other local authority clients.  
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Note: Highlighted Councils X, Y and Z, have similar sized investment 
portfolios. 

 
 
Table 1: – Existing Investment & Debt Portfolio Position 

  
Actual 

Portfolio 
£m 

 
Average 

Rate 
% 

Total External Borrowing 4.7 - 

Total Gross External Debt 4.7  

Investments: 
Managed in-house- 
Short-term investments 
Long Term Investments 
Money Market Funds 
Call accounts 
 
Managed externally- 
Pooled Funds *: 
Payden & Rygel’s Sterling Reserve  
CCLA LA’s Mutual Investment Trust 
Aberdeen Absolute Fund 
UBS Multi Asset Fund 
Threadneedle Investments 

 
 

12.0 
10.6 
9.1 
1.0 

 
 
 

5.0 
5.0 
3.0 
5.0 
2.0 

 
 

0.6 
1.0 
0.4 
0.4 

 
 
 

0.99 
5.23        
2.67       
3.80        
4.29                                              

Total Investments 
 

52.7 
 

 
Table 1 Illustrates the Council’s investment and debt portfolio position as at 
31st December 2015.   
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4. ANNUAL BORROWING STRATEGY 2016/17 
 
4.1 The Council made use of two funds from the Local Enterprise Partnership by 

borrowing £3 million to progress the Aldershot regeneration schemes in 
2015/16, and £1.7million to progress the acquisition of suitable alternative 
natural green space.  Potential future borrowing requirements will be explored 
as part of the financial appraisal process of any capital investment schemes 
identified as an outcome of the ongoing 8-Point Plan work and Strategic 
Projects (e.g. Regeneration Schemes).  The Council may borrow to finance 
investment schemes providing this does not exceed the authorised limit for 
borrowing of £15 million during 2016/17. 

 
4.2 Objectives: The Council’s chief objective when borrowing money will be to 

strike an appropriately low risk balance between securing low interest costs 
and achieving cost certainty over the period for which funds are required.   

 
Sources: The approved sources of long-term and short-term borrowing are 
detailed within TMP 4 (Approved Instruments, Methods and Techniques), 
and are summarised below: 
 
• Public Works Loan Board (PWLB) 

• Money market loans (long term & temporary) 

• any bank or building society authorised to operate in the UK 

• UK Local Authorities 

• UK public and private sector pension funds (except the Local   

Government Pension Scheme administered by Hampshire County 

Council) 

• Capital market bond investors 

• UK Municipal Bond Agency plc and other special purpose companies 

 created to enable local authority bond issues. 

• Lottery monies 

 

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

• hire purchase 

• Private Finance Initiative  

 
 

5. ANNUAL INVESTMENT STRATEGY 2016/17 
 

5.1  The Council holds significant 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 £48 million 
and £52 million however, levels are expected to reduced in the forthcoming 
year due to the impact of business rates retention scheme on cash flows 
and as capital expenditure takes place. 
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5.2 Objectives: Both the CIPFA Code and the CLG Guidance require 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 of 
incurring losses from defaults and the risk of receiving unsuitably low 
investment income. 
 

5.3  Strategy: Given the increasing risk and continued low returns from short-
term unsecured bank investments, the Council aims to further diversify into 
more secure and/or higher yielding asset classes during 2016/17, whilst 
retaining short term accessibility.  

  
5.4 Table 2 outlines the approved investment counterparties with whom the 

Council may invest its surplus funds, subject to the cash, investment and 
time limits shown. The schedule of approved counterparties is underpinned 
by a detailed list of named counterparties. This list is maintained within 
Financial Services for treasury management operational purposes. 

 
 
Table 2: Approved Investment Counterparties  
 

Counterparty 
Cash limit per 
counterparty 

Investment 
Limit (per 

type of 
counterparty) 

Time limit † 

Banks Unsecured whose 
lowest published long-term 
credit rating from Fitch, 
Moody’s or Standard & 
Poor’s is: 

AAA £2m   5 Years* 

AA+ £2m  5 Years* 

AA £2m  4 years* 

AA- £2m £20m in total 3 years* 

A+ £2m  2 years 

A £2m  13 months 

A- £2m  6 months 

BBB+ £1m 100 days 

Banks Secured whose 
lowest published long-term 
credit rating from Fitch, 
Moody’s or Standard & 
Poor’s is: 

AAA £4m  
 
 

Unlimited 

20 years 

AA+ £4m 10 years 

AA £4m 5 years 

AA- £4m 4 years 

A+ £4m 3 years 

A £4m 2 years 

A- £4m 13 months 

BBB+ £2m 6 months 

BBB or 
BBB- 

£2m 100 days 
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Counterparty  
Cash limit per 
counterparty 

Investment 
Limit (per 

type of 
counterparty) 

Time limit † 

Government whose lowest 
published long-term credit 
rating from Fitch, Moody’s or 
Standard & Poor’s is: 

AAA £4m  
 
 
 

Unlimited 

50 Years 

AA+ £4m 25 Years 

AA £4m 15 Years 

AA- £4m 10 Years 

A+ £2m 5 Years 

A £2m 5 Years 

A- £2m 5 Years 

BBB+ £1m 2 Years 

None £4m 25 Years 

Corporates whose lowest 
published long-term credit 
rating from Fitch, Moody’s or 
Standard & Poor’s is: 

AAA £2m  
 

£6m in total  

20 Years 

AA+ £2m 10 Years 

AA £2m 10 Years 

AA- £2m 10 Years 

A+ £2m 5 Years 

A £2m 2 Years 

A- £1m 13 months 

BBB+ £1m 6 months 

none £0.5m 5 Years 

Registered Providers whose 
lowest published long-term 
credit rating from Fitch, 
Moody’s or Standard & 
Poor’s is: 

AAA £4m  
 
 
 

£10m in total 

20 Years 

AA+ £4m 10 Years 

AA £4m 10 Years 

AA- £4m 10 Years 

A+ £4m 5 Years 

A £4m 5 Years 

A- £4m 5 Years 

BBB+ £4m 5 Years 

None £4m 5 Years 

The Council’s current account bank if it 
fails to meet the above criteria 

£2m £2m next day 

UK Building Societies without credit 
rating 

 
£1m  

 

 
£4m 1 Year  

Money market funds £5m 
 

£20m in total 
 

n/a 

Collective Investment Schemes 
(pooled funds) 

£5m per fund  £20m in total   

These funds 
do not have a 

defined 
maturity date 

*  no longer than 2 years in fixed-term deposits and other illiquid instruments 
 

5.5    Investments may be made with banks or any public or private sector 
organisations that meet the above credit rating criteria.  The Council may 
also invest with organisations and pooled funds without credit ratings, 
following an external credit assessment and advice from the Council’s 
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treasury management adviser.   
 

5.6  Further information as to why certain counterparties have been included in 
table 2 is set out below: 

 
o Banks Unsecured: Accounts, deposits, certificates of deposit and 

senior unsecured bonds with banks and building societies, other than 
multilateral development 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.  
 
Unsecured investment with banks rated BBB or BBB- are restricted to 
overnight deposits at the Council’s current account bank, which is 
categorised separately in table 2.  
 

o Banks Secured: 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.  The combined secured and unsecured investments in any one 
bank will not exceed the cash limit for secured investments. 

 
o Government: Loans, bonds and bills issued or guaranteed by national 

governments, regional and local authorities and multilateral 
development banks.  These investments are not subject to bail-in, and 
there is an insignificant risk of insolvency.  Investments with the UK 
Central Government may be made in unlimited amounts for up to 50 
years. 

 
o Corporates: Loans, bonds and commercial paper 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.  

 
Investments in unrated small businesses may provide considerably 
higher rates of return.  They will however only be made following a 
favourable external credit assessment and on the specific advice of the 
Council’s treasury management adviser. 

 
o Registered Providers: Loans and bonds issued by, guaranteed by or 

secured on the assets of Registered Providers of Social Housing, 
formerly known as Housing Associations.  These bodies are tightly 
regulated by the Homes and Communities Agency and, as providers of 
public services, they retain a high likelihood of receiving government 
support if needed.   
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o Money Market Funds: These funds are pooled investment vehicles 
consisting of money market deposits and similar instruments. They 
have the advantage of providing wide diversification of investment 
risks, coupled with the services of a professional fund manager.  We 
will continue to use funds that offer same-day liquidity as an alternative 
to instant access bank accounts, while funds whose value changes with 
market prices and/or have a notice period will be used for longer 
investment periods.   

 
o Other Pooled Funds: The Council will continue to use pooled bond, 

equity and property funds that offer enhanced returns over the longer 
term, but are potentially more volatile in the shorter term.  These allow 
the Council to diversify into asset classes other than cash without the 
need to own and manage the underlying investments. Because these 
funds have 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. 

 
5.7  Risk Assessment and Credit Ratings: The Council uses long-term credit 

ratings from the three main rating agencies Fitch Ratings, Moody’s 
Investors Service and Standard & Poor’s Financial Services to assess the 
risk of investment default.  The lowest available counterparty credit rating 
will be used to determine credit quality, unless an investment-specific 
rating is available. Credit ratings are obtained and monitored by the 
Council’s treasury advisers, 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 investments will be made with that entity 
 we will recall or sell any existing investments with that entity 

where we can do so at no cost  
 due consideration will be given to the recall or sale of all 

other existing investments with the affected counterparty. 
 

5.8  Other Information on the Security of Investments: The Council will also 
take account of other available information on the credit quality of the 
organisations in which it invests, including credit default swap prices, 
financial statements, information on potential government support and 
reports in the quality financial press.  The Council will not proceed with an 
investment with an organisation if it has doubts about its credit quality, 
even though it may meet the credit rating criteria. 
 
When deteriorating financial market conditions affect the creditworthiness 
of all organisations, as happened in 2008 and 2011, this is not reflected in 
general credit-ratings. In these circumstances, where the Council feels the 
whole market has been affected, it 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.  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, or with other local authorities.  
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This will cause a reduction in the level of investment income earned, but 
will protect the principal sum invested. 
 

 
6. SPECIFIED AND NON-SPECIFIED INVESTMENTS 

 
6.1 Specified Investments: The CLG Guidance defines specified investments 

as those: 
 

• denominated in pound sterling, 

• due to be repaid within 12 months of arrangement, 

• not defined as capital expenditure by legislation, and 

• invested with one of: 

o the UK Government 

o a UK local authority, parish council or community council 

o a body or investment scheme of “high credit quality”. 

The Council defines “high credit quality” organisations as those having a 
credit rating of A- or higher that are domiciled in the UK or a foreign 
country with a sovereign rating of AA+ or higher. For money market funds 
and other pooled funds “high credit quality” is defined as those having a 
credit rating of A- or higher.  
 

6.2  Non-specified Investments: Any investment not meeting the definition of 
a specified investment is classified as non-specified.  The Council does not 
intend to make any investments denominated in foreign currencies, nor 
any that are defined as capital expenditure e.g. company shares. 

 
Non-specified investments at the Council are limited to longer term 
investments e.g. pooled funds, or other long-term (12 months +) 
investments with other LAs, banks or building societies, and investments 
with bodies and schemes not meeting the definition of high credit quality.  
Limits on non-specified investments are shown in table 3 below. 

 

Table 3: Non-Specified Investment Limits 

 Cash limit 

Total long-term investments £40m 

Total investments without credit ratings or rated below A-  £30m  

Total non-specified investments £40m 

 
 
6.3  Approved Instruments: The Council may lend or invest money using any 

of the instruments detailed in Treasury Management Practice (TMP) 4, 
held within Financial Services. The approved instruments are summarised 
as follows: 
 

• interest-bearing bank accounts 

• fixed term deposits and loans 
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• callable deposits and loans where the Council may demand 

repayment at any time (with or without notice) 

• callable deposits and loans where the borrower may repay 

before maturity 

• certificates of deposit 

• bonds, notes, bills, commercial paper and other marketable 

instruments 

• shares in money market funds and other pooled funds 

• reverse repurchase agreements (repos) 

 
Investments may be either made at a fixed rate of interest, or at a variable 
rate linked to a market interest rate, such as LIBOR, subject to the limits on 
interest rate exposures below. 
 

6.4  Liquidity management: The Council produces cash flow forecasts to 
determine the maximum period for which funds may be committed.  Limits 
on long-term investments are set by reference to the Council’s medium 
term financial plan and cash flow forecast. 
 
 

7. TREASURY MANAGEMENT INDICATORS 
 
7.1  The Treasury Management Code requires that local authorities set a 

 number of indicators for treasury management performance, which have 
been set out below at paragraphs 7.3 to 7.5. The Council has also adopted 
a voluntary measure for credit risk as set out in paragraph 7.2  
 

7.2 Credit Risk (Credit Score Analysis): Counterparty credit quality is 
assessed and monitored by reference to credit ratings. Credit ratings are 
supplied by rating agencies Fitch, Standard & Poor’s and Moody’s. 
Arlingclose assign values between 1 and 26 to credit ratings in the range 
AAA to D, with AAA being the highest credit quality (1) and D being the 
lowest (26). Lower scores mean better credit quality and less risk.  

 

 The advice from Arlingclose is to aim for an average A-, or higher, average 
credit rating, with an average score of 7 or lower.   The scores are 
weighted according to the size of our deposits (value-weighted average) 
and the maturity of the deposits (time-weighted average). 
 

 Target 

Portfolio average credit rating A- 

Portfolio average credit score 7.0 

 
7.3  Interest Rate Exposure: This indicator is set to monitor the Council’s 

exposure to the effects of changes in interest rates.  The indicator 
calculates the relationship between the Council’s net principal sum 
outstanding on its borrowing to the minimum amount it has available to 
invest.  The upper limits on fixed and variable rate interest rate exposures 
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expressed as the amount of net principal borrowed is: 
 

 2016/17 2017/18 2018/19 

Upper limit on fixed interest rate 
exposure 

-£27m -£23m -£18m 

Upper limit on variable interest rate 
exposure 

-£19m -£16m -£13m 

 
It is expected that for most Councils the interest rate exposure calculation 
would result in a positive figure.  As the Council has more funds available 
to invest than it intends to borrow, the calculation has resulted in a 
negative figure.   
 

7.4 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 fixed rate borrowing will be: 

 

 Upper Lower 

Under 12 months 100% 0% 

12 months and within 24 months 100% 0% 

24 months and within 5 years 100% 0% 

5 years and within 10 years 100% 0% 

10 years and above 100% 0% 
 

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.   

 
7.5  Principal Sums Invested for Periods Longer than 364 days: 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 total principal sum invested to final maturities beyond the period end 
will be: 

 

 2016/17 2017/18 2018/19 

Limit on principal invested beyond year 
end at any one time 

£40m £40m 
 

£40m 
 

 
 

8. OTHER ITEMS 
 

8.1  There are a number of additional items that the Council is obliged by 
CIPFA or CLG to include in its Treasury Management Strategy. 
 

8.2  Policy on Use of Financial Derivatives: Local authorities have previously 
made use of financial derivatives embedded into loans and investments 
both to reduce interest rate risk, and to reduce costs or increase income at 
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the expense of greater risk.  The general power of competence in Section 
1 of the Localism Act 2011 removes much of the uncertainty over local 
authorities’ use of standalone financial derivatives (i.e. those that are not 
embedded into a loan or investment).  
 
The Council will only use standalone financial derivatives (such as swaps, 
forwards, futures and options) where they can be clearly demonstrated to 
reduce the overall level of the financial risks that the Council is exposed to. 
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 risk management strategy. 
 

8.3  Investment Training: The needs of the Council’s treasury management 
staff for training in investment management are assessed on a continuous 
basis, discussed as part of the staff appraisal process and reviewed as the 
responsibilities of individual members of staff change.   
 
Staff regularly attend training courses, seminars and conferences provided 
by Arlingclose and CIPFA. 
 

8.4  Investment Advisers: The Council appointed Arlingclose Limited as 
treasury management advisers in April 2013, and receives specific advice 
on investment, debt and capital finance issues. The quality of this service 
will be reviewed on an ongoing basis as part of the process of monitoring 
the Council’s investment portfolio. Arlingclose have been successful in 
securing the Council’s Treasury Advisory contract for a further 3 years 
from April 2016, following a procurement exercise. 
 

8.5  Investment of Money Borrowed 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 potential interest rate changes.  
These risks will be managed as part of the Council’s overall management 
of its treasury risks. 

 
The total amount borrowed will not exceed the authorised borrowing limit 
of £15 million during 2016/17. The maximum period between borrowing 
and expenditure is expected to be two years. 

 
8.6 Financial Implications: The budget for investment income in 2016/17 is 

£850k, based on an average investment portfolio of £35 million at interest 
rates ranging from 0.4% liquid MMF and other short-term investments to 
5.25% long-term pooled property investment fund. Performance of 
investments  against budget will be reviewed on an ongoing basis and as 
part of our quarterly budget monitoring process. The investment income 
will reduce depending on the pace and size of capital expenditure that 
arises from the 8-Point Plan work and strategic projects as mentioned in 
section 4.1.    
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8.7 Other Options Considered: The CLG Guidance and the CIPFA Code do 
not prescribe any particular treasury management strategy for local 
authorities to adopt.  The Chief Finance Officer believes the above strategy 
represents an appropriate balance between risk management and cost 
effectiveness.  An alternative strategy might be to invest in a narrower 
range of counterparties and/or for shorter periods. The likely impact of this 
alternative would be lower interest income alongside a reduced risk of loss 
from credit-related defaults.  Investing in a wider range of counterparties 
and/or for longer periods would result in the opposite impact i.e. interest 
income would be higher but there would be a greater risk of loss. 
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PRUDENTIAL INDICATORS 
 
The Local Government Act 2003 requires the Council to have regard to the 
Chartered Institute of Public Finance and Accountancy’s Prudential Code for 
Capital Finance in Local Authorities (the Prudential Code) when determining 
how much money it can afford to borrow. The objectives of the Prudential 
Code are to ensure, within a clear framework, that the capital investment 
plans of local authorities are affordable, prudent and sustainable, and that 
treasury management decisions are taken in accordance with good 
professional practice. To demonstrate that the Council has fulfilled these 
objectives, the Prudential Code sets out the following indicators that must be 
set and monitored each year. 
 

1. Estimates of Capital Expenditure: The Council’s planned core  
capital expenditure and financing may be summarised as follows: 

Capital Expenditure and 
Financing 

2015/16  
Revised 

£m 

2016/17  
Estimate 

£m 

2017/18  
Estimate 

£m 

2018/19 
 Estimate 

£m 

General Fund  9.340 8.802 5.317 1.150 

TOTAL EXPENDITURE 9.340 8.802 5.317 1.150 

 

Capital Receipts 5.780 5.477 3.470 (0.037) 

Capital Grants & 
Contributions 

2.401 2.575 1.097 0.437 

Revenue 1.159 0.750 0.750 0.750 

Borrowing 0 0 0 0 

TOTAL FINANCING 9.340 8.802 5.317 1.150 

 
The Council’s core capital expenditure programme has been evaluated and 
comprises of affordable, prudent and sustainable items. In addition to this, the 
Council can foresee the need to progress expenditure on Invest to Save 
schemes (as part of the 8-Point Plan) and strategic projects such as 
regeneration schemes. These schemes will be evaluated and presented to 
Cabinet individually, before inclusion on the Capital programme.  
 
Indicative values for these future schemes are demonstrated below. Whilst 
additional grants and capital receipts may fund some of the expenditure, 
borrowings will be required. 
 

Indicative Capital 
Expenditure 

2015/16  
Revised 

£m 

2016/17  
Estimate 

£m 

2017/18  
Estimate 

£m 

2018/19 
 Estimate 

£m 

Invest To Save schemes  0 8.200 3.000 8.100 

Strategic programme 0 0.300 10.000 9.000 

Total expenditure 0 8.500 13.000 17.100 
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2. Estimates of Capital Financing Requirement: The Capital Financing 
Requirement (CFR) measures the Council’s underlying need to borrow 
for capital purposes.  
 

Capital Financing 
Requirement 

31.03.16 
Estimate 

£m 

31.03.17 
Estimate 

£m 

31.03.18 
Estimate 

£m 

31.03.19 
Estimate 

£m 

General Fund 4.7 4.1 3.4 2.6 

Total CFR 4.7 4.1 3.4 2.6 

 
Based on its core Capital Programme, the Council will be able to finance 
all of its core capital expenditure without the need to borrow, other than its 
existing use of Local Enterprise Partnership funding.  
 
Should the indicative projects described above be implemented, the total 
indicative CFR will be as follows: 
 

Capital Financing 
Requirement 

31.03.16 
Estimate 

£m 

31.03.17 
Estimate 

£m 

31.03.18 
Estimate 

£m 

31.03.19 
Estimate 

£m 

Total CFR if 
Indicative Projects 
are implemented 

4.7 4.3 15.0 29.9 

 
 

3. Gross Debt and the Capital Financing Requirement: In order to 
ensure that over the medium term debt will only be for a capital 
purpose, the Council should ensure that debt does not, except in the 
short-term, exceed the total of capital financing requirement in the 
preceding year plus the estimates of any additional capital financing 
requirement for the current and next two financial years. This is a key 
indicator of prudence. 
 

Debt 
2015/16 
Revised 

£m 

2016/17 
Estimate 

£m 

2017/18 
Estimate 

£m 

2018/19 
Estimate 

£m 

Borrowing  4.7 4.1 3.4 2.6 

Total Debt 4.7 4.1 3.4 2.6 

 
The Council made use of two Local Enterprise Partnership Infrastructure 
Funds in 2015/16 of £4.7m. Of which, £3m will be repaid over a seven 
year period from capital receipts received from the developer. The 
remaining £1.7m will be repaid over a five-year period. 

 
Should the indicative projects be implemented as well as the core 
schemes, the total indicative Debt could be as follows: 
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Debt 
2015/16 
Revised 

£m 

2016/17 
Estimate 

£m 

2017/18 
Estimate 

£m 

2018/19 
Estimate 

£m 

Total  Indicative Debt 4.7 4.3 15.0 29.9 

 
 

4. Operational Boundary for External Debt: The operational boundary 
is based on the Council’s estimate of most likely ( i.e. prudent, but not 
worst-case) scenario for external debt. It links directly to the Council’s 
estimates of core capital expenditure, the capital financing requirement 
and cash flow requirements, and is a key management tool for in-year 
monitoring.  Other long-term liabilities comprise finance leases, Private 
Finance Initiatives and other liabilities that are not borrowing but form 
part of the Council’s debt. 
 

Operational Boundary 
2015/16 
Revised 

£m 

2016/17 
Estimate 

£m 

2017/18 
Estimate 

£m 

2018/19 
 Estimate 

£m 

Borrowing 5.0 5.0 5.0 5.0 

Total Debt 5.0 5.0 5.0 5.0 

 
 

5. Authorised Limit for External Debt: The authorised limit is the 
affordable borrowing limit determined in compliance with the Local 
Government Act 2003.  It is the maximum amount of debt that the 
Council can legally owe.  The authorised limit provides headroom over 
and above the operational boundary for unusual cash movements. The 
estimate for 2016/17 onwards takes account of the borrowing from the 
Local Enterprise Partnership, together with any variations in the 
borrowing requirements to support some of the key Invest to Save 
schemes (as part of the 8 Point Plan) and other strategic projects, 
which have yet to be fully developed, and are not reflected within the 
core capital programme. 

 

Authorised Limit 
2015/16 
Revised 

£m 

2016/17 
Estimate 

£m 

2017/18 
Estimate 

£m 

2018/19 
Estimate 

£m 

Borrowing  9.0 14.0 18.0 20.0 

Other long-term 
liabilities 

1.0 1.0 1.0 1.0 

Total Debt 10.0 15.0 19.0 21.0 

 
 

6. Ratio of Financing Costs to Net Revenue Stream: This is an 
indicator of affordability and highlights the revenue implications of 
existing and proposed “core” capital expenditure by identifying the 
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proportion of the revenue budget required to meet financing costs, net 
of investment income. 
 

Ratio of Financing 
Costs to Net Revenue 
Stream 

2015/16 
 Revised 

% 

2016/17 
 Estimate 

% 

2017/18 
 Estimate 

% 

2018/19 
 Estimate 

% 

General Fund -7 -5 -5 -5 

  
  The ratio is negative as the Council currently has net interest income. 
 
 

7. Incremental Impact of Capital Investment Decisions: This is an 
indicator of affordability that shows the impact of capital investment 
decisions on Council Tax levels. The incremental impact is the 
difference between the total revenue budget requirement of the current 
approved capital programme and the revenue budget requirement 
arising from the capital programme proposed. 
 

Incremental Impact of Capital 
Investment Decisions 

2016/17 
Estimate 

£ 

2017/18  
Estimate 

£ 

2018/19 
Estimate 

£ 

General Fund - increase in 
annual band D Council Tax  

4.75 2.67 2.55 

 
Adoption of the CIPFA Treasury Management Code: The prudential 
indicator in respect of treasury management is that the Council adopt 
CIPFA’s Treasury Management in the Public Services: Code of 
Practice and Cross-Sectoral Guidance Notes. The aim is to ensure that 
treasury management is led by a clear and integrated forward treasury 
management strategy, with recognition of the existing structure of the 
Council’s borrowing and investment portfolios. The revised edition of 
the Code (November 2011) was adopted by the Council on 20th 
February 2014.    
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MINIMUM REVENUE PROVISION STATEMENT 
 

 
1.1 Where the Council finances capital expenditure by debt, it must put aside 

resources to repay that debt in later years.  The amount charged to the 
revenue budget for the repayment of debt is known as Minimum Revenue 
Provision (MRP), although there has been no statutory minimum since 
2008. 
 

1.2 The Local Government Act 2003 requires the Council to have regard to 
the Department for Communities and Local Government’s Guidance on 
Minimum Revenue Provision (the CLG Guidance) most recently issued in 
2012.   
 

1.3 The broad aim of the CLG 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. 
 

1.4 The CLG Guidance requires the Council to approve an Annual MRP 
Statement each year, and recommends a number of options for 
calculating a prudent amount of MRP.  This statement only incorporates 
options recommended in the Guidance.  
 

1.5 For any unsupported capital expenditure incurred after 31st March 2008, 
MRP will be determined by charging the expenditure over the expected 
useful life of the relevant assets, starting in the year after the asset 
becomes operational. MRP on purchases of freehold land will be charged 
over 50 years.  MRP on expenditure not related to fixed assets, but which 
has been capitalised by regulation or direction, will be charged over 20 
years. 
 

1.6 For assets acquired by finance lease or private finance initiative, MRP will 
be determined as being equal to the element of the rent or charge that 
goes to write down the balance sheet liability. 
 

1.7 Where loans are made to other bodies for their capital expenditure, no         
MRP will be charged.  However, the capital receipts generated by the 
annual repayments on those loans will be put aside to repay debt instead. 
 

1.8 Rushmoor is currently debt-free and the Council can finance its core 
capital expenditure without borrowings. However, as indicated in the 
Medium Term Strategy the Council can foresee the need to progress 
expenditure on Invest to Save schemes (as part of the 8-Point Plan) and 
other strategic projects. In which case, borrowings will be required and 
MRP will arise.  
 
During 2015/16, the Council made use of two revolving infrastructure 
funds from the Local Enterprise Partnership (LEP). This did not give rise 
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to MRP. 
 

1.9 The implementation of International Financial Reporting Standards (IFRS) 
has meant that the accounting treatment for assets used within major 
contracts may result in embedded finance leases appearing on the 
Balance Sheet, leading to a requirement for MRP.  This is purely an 
accounting requirement and does not give rise to any requirement to 
borrow to fund these assets. For 2016/17, no such embedded finance 
leases are envisaged. 
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AGENDA ITEM NO. 4 
  
 
Cabinet      
2 February 2016                    

Head of Community & Environmental Services  
        Report No. COMM1602                                                              

 
 
 

Waste Regulations 2012 – Recycling System Assessment for Rushmoor 
 

 
1.0 Introduction  
 

 This paper seeks endorsement of the recycling assessment carried out under 
the Waste (England and Wales) Regulations 2012 (as amended in 2014).   
 

 
2.0 Background to the Assessment 

 

 Under the above legislation, which enacts the Revised Waste Framework 
Directive (2008/98/EC), all Local Authorities are required to maximise high 
quality recycling and apply the waste hierarchy as a priority order for the 
management of waste materials. 
 

 The legislation also requires authorities to collect a range of materials; paper, 
metal, plastic and glass and to ensure that these are collected separately.  
However, the requirement to collect the materials separately only applies 
where it is necessary to ensure the waste undergoes recovery operations 
and is “Technically, Environmentally and Economically Practicable” (TEEP) to 
do so. 

 

 In order to fulfil this requirement, the Council must demonstrate whether the 
current system is appropriate or whether separate collections are required to 
ensure high quality recycling.  

 
 

3.0 The Assessment 
 

 The assessment has been carried out in conjunction with our partners in 
Project Integra and consultants White Young Green.  It follows the format 
suggested by the Waste Regulations Route Map produced by the Waste and 
Resources Action Programme (WRAP) in December last year.  A copy of the 
final assessment is attached. 
 

 The assessment follows a number of steps that are summarised below: 
 

 Step 1 describes the current waste collection system in operation and shows 
that Rushmoor does indeed collect paper, metal, plastic and glass, but does 
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not collect each of these separately.  Glass is collected separately, but the 
others are co-mingled at the point of collection. 

 

 Step 2 outlines how each material is treated and recycled and explains that 
blue bin material is processed by Veolia as part of the Hampshire County 
Council disposal contract.   

 

 Step 3 seeks application of the waste hierarchy which has been applied to 
waste management decisions both locally and Hampshire-wide through the 
Project Integra partnership for many years.  Indeed, Project Integra (PI) has 
been very successful in diverting waste from landfill, and is top performing in 
that regard. 

 

 Step 4 is to undertake two tests, one asks whether separate collections for 
paper, metal, plastic and glass are necessary to ensure the materials are 
recycled.  The second is to determine whether separate collections are 
practicable technically, environmentally and economically. 

 

 The Necessity Test compares the yield of materials through the Rushmoor 
system with other similar authorities, some of which have similar collection 
systems and others are significantly different.  This test demonstrates that 
whilst the yield of recyclate in Rushmoor is relatively low, the co-mingled 
approach yields more than would be obtained by a separate collection 
service for each material.  Additionally, the focus on high-quality materials in 
the Hampshire system and keeping glass separate ensures high quality, local 
recycling and the income received is reflective of this.  Therefore, separate 
collections are not necessary to ensure the materials are recycled. 

 

 The Practicality Test addresses whether the separate collection of each 
material is economically, environmentally or technically impracticable.  The 
report shows the likely additional costs of operating a separate collection 
service when compared with the market rate for the current service at 
£150,000 per year.  Therefore a separate collection service proves to be 
impracticable on economic grounds. 

 
 

4.0 Financial Implications 
 

 There are no financial implications to this report. 
 

 
5.0 Conclusions 

 

 The collection service in Hampshire is intrinsically linked with the 
infrastructure that is provided under the County Council waste disposal 
contract with Veolia.  This system has been carefully developed with the aim 
of minimising reliance on landfill, maximising material quality, sustainability 
and income.  The system has been very successful in that regard.   
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 The separate collection of glass ensures that there is no degrading of 
material quality associated with including glass in the co-mingled mix and is a 
key factor in the suitability of the Rushmoor system. 

 

 Whilst the yield of materials through the system is quite low in Rushmoor, 
importantly, it could not be increased by switching to separate collections and 
such a change would be rendered impracticable in financial terms. 
 
 

6.0 Recommendation 
 

 Cabinet is recommended to endorse the TEEP assessment as outlined and 
determine that the current collection system is fit for purpose. 

 
 
 

 
 
 
 
 
Peter Amies 
Head of Community & Environmental Services 
 
 
Contact 
 
James Duggin – Contracts Manager  
01252 398167 
 
 
Background papers:  WYG – Note for Rushmoor Borough Council: TEEP 
Assessment 
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INTRODUCTION  

Rushmoor Borough Council (RBC) collects its waste, including co-mingled dry recyclables, through a 

contract with Veolia Environmental Services (VES), which provides these services through an integrated 

contract, which includes services such as street cleansing, grounds maintenance and toilet cleaning.  The 

collected dry recyclables, which are co-mingled but with glass as a separate stream, are delivered to a 

conveniently located transfer station at Eelmoor Road, Farnborough, which facility is provided by 

Hampshire CC (HCC).  As part of the Project Integra arrangements, these co-mingled materials then 

become the property of VES in their role as HCC’s contractor; and are subsequently sorted and treated for 

recycling at the Alton MRF through the contract between HCC and VES, under the terms of which VES 

markets the recycled materials with RBC then receiving half of the income from the sale.   

The glass is collected as a separate stream at the kerbside (i.e. is not part of the co-mingled mix); but it is 

still subject to the delivery and transfer arrangements described above and subsequently it is delivered for 

colour-sorting and recycling.  By separating the glass into separate colours as part of the treatment 

process, the amount going to re-melt is optimised; and again RBC receives income as well as, for this 

material, recycling credits. 

RBC is fully cognisant of the requirements of the EU Waste Framework Directive (WFD) 2008 and the 

Waste England and Wales Regulations 2011 which flow from it.  The Regulations (which were the subject 

of a judicial review) include Regulation 13 regarding the collection of glass, metal, paper and plastic for 

recycling.  It is worth noting at this point that the Project Integra arrangements were well established 

before the WFD was published: and that the Project Integra arrangements are designed to divert as much 

waste from landfill as possible, in which it is extremely successful. 

RBC is aware that the requirement of Regulation 13 is that these materials (i.e. glass, metal, paper and 

plastic for recycling) should be collected separately: but may be collected on a different basis in certain 

circumstances where it can be shown that it is not technically, economically or environmentally practicable 

(TEEP).  

In late April 2014 WRAP published the Waste Regulations Route Map.  WYG was asked by RBC to assess its 

chosen methodology on the basis of this Route Map. 

USING THE ROUTE MAP PUBLISHED BY WRAP 

With the benefit of the Route Map published by WRAP to hand, the following commentary works its way 

through the various stages. 
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Step 1 

Here RBC should consider the waste collections covered; and the current waste collection system. 

The waste collections being covered are household waste.  The current waste collection system does 

collect the four materials (glass, metal, paper and plastic) for recycling: but these are not collected as 

separate waste streams, except for glass. 

The published guidance also refers to the collection of food and garden waste: the system collects garden 

waste as a separate chargeable stream; but not food waste.  There is recovery from food waste (collected 

as part of the residual waste stream) and residual waste through the Energy from Waste plants. 

The published guidance also refers to the collection of bulky waste and the RBC system collects this and 

applies a waste hierarchy promoting reuse and recycling. 

Step 2 

Here RBC should consider how each waste stream is managed and what waste is recycled. 

Residual household waste is not currently recycled; but there is recovery through the Energy from Waste 

plants. 

Dry recyclate collected is all recycled, except for fines and contaminants.  The contract between HCC and 

VES sets out detailed processes that are followed to determine the make-up of the recyclate and managing 

contamination; and the level of contamination is measured for each Waste Collection Authority.   

Garden waste is treated through composting and 1,751 tonnes were composted in 2013/14.  Bulky waste is 

also recycled where it can be. 

Step 3 

Step 3 relates to the waste hierarchy: which has been applied throughout the decision-making process 

regarding the selection of recycling methodology and to the waste collection methodology generally.  

Indeed, in terms of avoidance from landfill and in terms of overall, recovery, Project Integra has applied 

this hierarchy better and earlier than others. 

Step 4 

At this stage a number of questions are asked in relation to the four dry streams of glass, metal, paper and 

plastic.  Working through these questions: 
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• Does RBC collect glass, metal, paper and plastic for recycling? Yes 

• Are separate collections in place?  For glass yes; for other streams, no (so necessity and 

practicability questions to be answered) 

• Are separate collections necessary to ensure that waste is recycled? No – waste collected for 

recycling is (apart from contaminants etc.) recycled 

• Is there an approach to separate collection that is technically, environmentally and 

economically practicable? No – as the following tests show 

Necessity Test: 

Here the quality and quantity of recycling is considered.  As far as the quality of recycling is concerned, all 

of the material that is collected and delivered to the MRF (or indeed collected at bring sites) is recycled, 

with the exception of contaminants.  Contamination is reported regularly through Project Integra to RBC 

and the other Hampshire Waste Collection Authorities, with a good deal of detail as to how contamination 

is made up.  All contaminants are sent to the Energy from Waste plants.  By concentrating on high quality 

recyclables (plastic bottles, colour-separated glass) and by keeping glass and paper apart the materials are 

very marketable and attract good prices: as well as being recycled within the UK wherever possible. 

In terms of quantity, there is a good deal of evidence which shows that the chosen methodology recycles 

much more than could be achieved with separate collections. 

According to WasteDataFlow, in 2012/13 RBC collected 153 kg per household of dry recyclables at the 

kerbside and in 2013/14 it collected 144 kg per household. 

Table 1 and Figure 1 overleaf show the kerbside dry recycling yields in kg/household for Rushmoor and its 

CIPFA Nearest Neighbours (NN), listed in order of collection system then decreasing yields. Yields are 

based on tonnages derived from WasteDataFlow data for 2013/14 (the latest year for which audited figures 

were available on a national basis at the time of analysis). The Nearest Neighbour number is shown in the 

first column; the lower the number, the more similar it is to Rushmoor. Table 1 also shows the container 

and frequency of collections for both recycling and residual waste.  
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Table 1: Kerbside Recycling Yields of Nearest Neighbours in 2013/14 

NN Authority 
Yield 

kg/hh 

Collection 
system for dry 

recyclables 

Recycling frequency and 

container 

Residual frequency 

and container 

 
Rushmoor 144 

Co-mingled + 
sep. glass 

Fortnightly w/bin + 
box/basket/bin 

Weekly w/bin 

1 Worcester 207 
Co-mingled inc. 

glass 
Fortnightly w/bin 

Fortnightly 190l w/bin 

2 Rugby 199 
Fortnightly w/bin 

5 Wellingborough 158 

9 Cherwell 170 Co-mingled exc. 

glass 

Fortnightly w/bin Fortnightly w/bin 

6 Gravesham 125 Weekly sack Weekly sack 

13 High Peak 192 

Co-mingled + 

sep. glass 

Fortnightly w/bin, box, sack Fortnightly w/bin 

12 Dartford 186 

Fortnightly w/bin, box 

Weekly 180l w/bin 

11 Eastleigh 185 
Fortnightly 140 or 180l 

w/bin 

8 East Staffordshire 214 

Co-mingled + 

sep. paper/card 

Fortnightly w/bin, sack 
Fortnightly 180l w/bin 

15 North Hertfordshire 208 

Fortnightly w/bin, box 14 South Ribble 202 
Fortnightly w/bin 

4 Kettering 191 

10 Colchester 167 
Separate streams 

inc. glass 

Weekly box, sack Weekly sacks 

3 Gloucester 120 Weekly box Fortnightly w/bin 

7 Broxbourne 110 Fortnightly box Weekly sacks 
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Figure 1: Kerbside Recycling Yields in Nearest Neighbours in 2013/14 
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Table 2 and Figure 2 overleaf show the kerbside dry recycling yield in kg/household for Rushmoor in 

2013/14 and the estimated yields if it changed to the following recycling collection systems: 

• Fully co-mingled including glass; 

• Two stream: co-mingled with separate glass; 

• Two stream: co-mingled with separate paper/card; 

• Separate streams including glass. 

The benchmark yields are the average of yields in 2013/14 for authorities in the ONS Supergroup 

‘Prospering UK’ with indices of multiple deprivation (IMD) within +/-5 of that for Rushmoor (12.32), with 

fortnightly recycling and either fortnightly or weekly collections of residual waste. Additional benchmarks 

are provided for weekly collections of separate materials, as these tend to require weekly collections to 

obtain optimum yields. Authorities collecting mainly separate materials may collect some materials co-

mingled, e.g. plastics and cans and for each system, textiles and/or batteries may also be collected as 

additional streams. The number of authorities included in each benchmark group, based on these critieria, 

is shown in square brackets in the x-axis labels in Figure 2 and in the last column in Table 2. 
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The tonnes per year shown in Table 2 for Rushmoor and the benchmarks were obtained by multiplying the 

number of households in Rushmoor, 38,750 in 2013/14, by the benchmark yields in kg/household, and 

dividing by 1,000. These benchmark amounts are the estimates of what Rushmoor would have collected if 

it had each of these systems.  

It can be seen that: 

• Fully co-mingled systems including glass tend to collect the most; 

• Two-stream systems with either glass or paper/card separate tend to collect similar amounts; 

• Separate collection systems tend to collect less than either fully co-mingled or two-stream 

collections with the same collection frequencies; 

• Authorities with fortnightly residual waste collections tend to collect more than those with 

weekly residual waste collections; 

• Authorities with separate collections of recycling tend to collect more if those collections are 

made weekly rather than fortnightly. 
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Table 2: Kerbside Recycling Benchmarks 2013/14 

Benchmark 
Recycling 
frequency 

Recycling 
containers 

Residual 
frequency 

Residual 
containers 

Benchmark 
yield 

kg/hh 

Change 
from 

Rushmoor 

Benchmark 
yield 

tonnes 

Change 
from 

Rushmoor 

Number of 

authorities 
in 

benchmark 

Rushmoor*  
(Co-mingled + 

sep. glass) 

Fortnightly W/bin, box Weekly W/bin 144* - 5,586* - - 

Co-mingled inc. 
glass 

Fortnightly W/bin 
Fortnightly 

W/bin 
231 86 8,936 3,333 28 

Weekly 194 49 7,511 1,908 2 

Co-mingled + 
sep. glass 

Fortnightly W/bin, box 
Fortnightly 

W/bin 
198 53 7,663 2,059 7 

Weekly 173 29 6,711 1,108 3 

Co-mingled + sep. 

paper/card 
Fortnightly 

W/bin, box/ 

sack 

Fortnightly 
W/bin 

198 53 7,660 2,056 15 

Weekly 181 36 7,001 1,398 1 

Separate streams 
inc. glass 

Fortnightly Box, sack 
Fortnightly W/bin 153 8 5,915 311 18 

Weekly W/bin/ sack 140 -5 5,418 -185 5 

Weekly Box, sack 
Fortnightly W/bin 188 44 7,300 1,696 9 

Weekly Sack 175 31 6,799 1,195 3 

* Actuals for Rushmoor 
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Figure 2: Kerbside Recycling Benchmarks 
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In terms of environmental performance, RBC’s level is below that of any of the benchmark averages, 

except, crucially, for separate collections with the same frequencies of collection as currently operate at 

Rushmoor, i.e. fortnightly recycling and weekly residual waste. Separate collections only collect more if the 

residual waste is collected fortnightly (but other systems would collect more) or recycling is collected 

weekly (which would be more expensive to collect).  

Rushmoor is currently collecting less than its benchmark group, i.e. two-stream recycling with separate 

glass, with recycling fortnightly and residual waste weekly. This group has an average of 173 

kg/household/year without Rushmoor included, which is 29/household/year higher than the amount 

collected by Rushmoor. The difference is probably due to Rushmoor only accepting plastic bottles rather 

than containers such as pots, tubs and trays. When plastic containers and drinks cartons are accepted, the 

items remaining in the residual stream are much more visible so are more likely to be recycled: for 

example, residents will be more likely to rinse and recycle jars and cans that have contained food.  A recent 

study has examined the possibility of introducing these materials into the co-mingled mix in Hampshire. 

Pack Page 139



 

NOTE FOR RUSHMOOR BOROUGH COUNCIL: TEEP 
ASSESSMENT 

 

  
 

www.wyg.com                                                                                       creative minds safe hands 
 
 

 

The benchmarking shows, therefore, that Rushmoor is currently underachieving in terms of the amount of 

recycling collected; but, critically in terms of this assessment, it would not collect more if recycling were 

collected separately at the kerbside, compared with other systems with the same frequencies of collection. 

It is worth emphasising here that the decision not to include glass in the co-mingled mix was an early 

decision for Project Integra: and was done to improve the quality of the dry recyclables.  In making this 

decision, the partners pre-empted the comments of Lord de Mauley in relation to Waste Regulation 13: 

“It is clear that the intention is that these requirements should represent a high hurdle. I am aware that co-

mingled metal and plastic are relatively easy to separate at a MRF. However, at present many of our 

existing MRFs struggle to keep glass shards out of the paper stream. In addition many MRFs produce low 

quality mixed glass which needs further sorting and can be uneconomic to resmelt.”  

It should be clear that RBC has considered the quality and quantity of recycled material arising carefully.   

Practicability Test: 

Here the three areas to be addressed are: is the separate collection of each material stream economically, 

environmentally or technically impracticable? 

In terms of economy, RBC’s dry recyclate is collected by Veolia, who deliver RBC’s integrated contract for 

waste collections, street cleansing and grounds maintenance.  Procurement has just started (Contract 

Notice published early July 2015) to replace this contract: and the new arrangement may be on the basis of 

a fully integrated contract or a contract where grounds maintenance is delivered separately. 

As part of the decision-making in relation to the new arrangement RBC’s Cabinet re-affirmed their 

preference for a weekly residual waste service, with dry recycling collected fortnightly as present. 

We believe that tenderers would deploy split-bodied vehicles to collect the dry recyclate (i.e. collecting 

glass and dry mixed recyclate in one pass); and with ca. 38,750 households currently (and therefore 

weekly collections from 19,375 households, or 3,875 households per day, three collection rounds would be 

required. 

Using current market rates we believe a cost for collection of dry recyclables would be ca. £570,000 

(assuming all rounds had three loaders and including all overheads).  This cost is, of course, offset by the 

income received from Project Integra, which in 2013/14 was £319,366: thus giving net collection costs of 

ca. £250,000 per annum. 
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If RBC were to collect using kerbside-sort methodology, and continued to collect fortnightly, then WYG 

calculates that at least six recycling rounds would be required, increasing the costs of collection to ca. 

£720,000 at current market rates (and including overheads): and the income from sale of materials / 

recycling credits would not reduce this to below the current net collection of costs, a compelling economic 

argument. 

In terms of detail, in 2013/14 the dry recyclables after treatment totalled: 

• Paper & Card: 3,368.72 tonnes 

• Metals: 216.68 tonnes 

• Plastic bottles: 324.69 tonnes 

• Sub-total for DMR: 3,910.09 tonnes 

• Glass: 1,687.02 (kerbside) + _303.70 tonnes (bring) = 1,990.72 tonnes  

• Bring sites: Paper/card: 67.65 tonnes; Textiles: 162.16 tonnes; Books: 14.89 tonnes 

The income for these was calculated as: 

• Income from DMR: £177,831 

• Income from glass: £59,751 

• Recycling credits for glass: £79,281 

• Recycling credits for bring site materials: £2,503 

• Total income: £319,366 

Further, there are solid technical grounds for not changing the collection methodology given the 

requirements of the contract between HCC and VES, which pre-date the Waste Regulation; and which have 

been extended so that they do not expire until after the new RBC contract does. 

It should also be noted that RBC collects glass separately from the co-mingled mix: thus fulfilling the 

requirements of Lord de Mauley’s letter of October 2013 as well as addressing the major concerns 

regarding the quality of material that is recycled. 
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Step 5 

At this stage sign-off is required. 

We recommend that this assessment should be formally approved by the appropriate Council Committee, 

Cabinet or other authority; and retained as a formal record. 

In terms of a review (Step 6 in the Route Map), we believe that the results of this TEEP assessment are 

very clear; and as such are suitable for the current procurement for a replacement contract for collection. 

LA/WYG/8.15 

 

 

Pack Page 142



     AGENDA ITEM NO. 6  
 
CABINET   
02 February 2016                                                      SOLICITOR TO THE COUNCIL 

EXEMPT REPORT NO. LEG1601 
 
 

ACQUISITION OF PLOT NO. 20 BLACKWATER INDUSTRIAL ESTATE, 
ALDERSHOT 

 
 
PURPOSE  
 
The purpose of this report is seek authority to purchase the leasehold interest in Plot 
20 Blackwater Industrial Estate as an investment asset subject to securing a pre let. 

 
 
BACKGROUND  
 
 
Plot 20 is currently leased to Crystal Finishes Ltd, on a ground rent lease for 99 
years at a rent of £12650, with the Lease expiring 24 June 2068. Accordingly, the 
lease has an unexpired term of 53 years. The council also owns the freehold of this 
plot.  The tenant at the premises has been in historic rent arrears for over three 
years and the current sum owed, including business rates stands at £6,400.  
 
The tenant’s current business, involving the spray painting of commercial objects, 
has declined substantially over the years, and it seems that there will be no 
improvement in the near future. 
 
  
PROPOSAL 
 
Discussions have taken place with the leaseholder, who has indicated that they are 
willing to surrender the lease for an appropriate payment. The council’s valuer is of 
the opinion that the value of the lease is £256,400.  Were the council to buy out the 
leaseholder then the Council, as freehold owner, would be able to seek a tenant for 
the premises and generate an increased rental value.  
The maximum rental that a letting of the premises could  achieve is £7.00 psf =  
£42,700.pa  
The Financial Implications part of this report contains the investment appraisal of the 
property showing the projected rates of return upon the acquisition costs for the 
purchase of the lease.  
 
 
PROPERTY IMPLICATIONS 

 
In deciding whether to buy out the lease the council needs to be satisfied that there 
is a realistic prospect of being able to let the then vacant premises for the rental 
value suggested in the investment appraisal.  
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A potential tenant has expressed considerable interest in the property. The tenant is 
currently located at Canna Industrial Estate, and is being displaced by the Council’s 
purchase of the site for its refuse and street cleansing depot.  The potential tenant 
wishes to expand their business by moving to Unit 20 Blackwater Way.  The rent and 
terms have yet to be agreed but is likely to be a stepped rent starting at £6sqft and 
increasing to £7sqft 
 
The business rates payable for plot 20 are £29,250 per annum but should be paid by 
the tenant as the occupier.  
 
The EPC rating of plot 20 is unknown but will need to be ascertained once the Unit 
has been acquired.  Future liability for improving the rating may be able to be passed 
onto the tenant if the tenant takes a repairing lease.  Achieving a repairing lease 
would also remove the need to have a sinking fund at 7% thereby further increasing 
the yield.  If the tenant does not take on liability for repairs then a higher rent per 
square foot would be negotiated  
 
 
FINANCIAL IMPLICATIONS 
 

Acquire Plot 20, 6100 sq.ft and rent out  

Address 20 B/Way 

Use Industrial 

NIA 6,100 

Current Rental Income £12,650 

Business Rates P.A. £29,250 

Current Rates 
Multiplier 

49.3 

  Managing Agent Fees 0.00% 

Managing Agent Fixed £0 

Interest on Investment 2.75% 

Sinking Fund 7.00% 

Vacant Period (Years) 0.0 

  Purchase Price £256,400 

Stamp Duty £8,547 

Demolition Cost N/A 

Construction Cost £0 

Total £264,947 
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  £6.75 

Rent Income 
Assuming Full Let of 

Space 

£41,175 

Less: Current Interest 
on Investment 

@2.75% 
£7286 

Less: Sinking Fund 
@7%  

£2372 

Less:Current Rental 
Income 

£12650 

Net Return on 
Investment 

£18,867 

  Years 
3.56% 

1 

Years 
6.88% 

15 

Years 
7.11% 

25 

 

NB There are no managing agents fees, as the maintenance and repair of the 
building will come under the direct management of the Council or be passed onto the 
Tenant . The fixed agent fee is excluded as a potential tenant has been found that 
will occupy the premises.  
The final rental figure for Plot 20 at the current time is uncertain; therefore the 
appraisal is based on an average value we have estimated over a 15/25 year period.  
                                  
VAT 
If RBC does not opt to tax the property then all the income received in respect of the 
property will be exempt income for VAT purposes. This would mean that all of the 
expenditure incurred relating to this exempt income would contribute wholly to the 
Council’s partial exemption calculation. For information, if the de-minimus limit of 5% 
is exceeded it could cost the Council in the region of £100,000.  
By opting to tax the land, the Council protects its partial exemption position (meaning 
that all VAT on expenditure relating to the property is recoverable). It also means 
that vat becomes due on all rental income. 
 
In this instance we would charge VAT because of the de-minimus cost. 
 
 
LEGAL IMPLICATIONS 
 
The Council has power to acquire land under section 120 of the Local Government 
Act 1972 for the benefit, improvement or development of the borough. Acquiring the 
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lease will increase the level of control that the council has over lettings of this unit on 
the estate and improve the estate.  
 
 

RECOMMENDATION 
 

Subject to the Council obtaining a pre let agreement with the prospective tenant 
Cabinet is recommended to: 
 

 approve a variation to the 2015/16 Capital Programme of £265,000 for the 
purchase of the leasehold interest in Plot 20, Blackwater Way Industrial 
Estate 
 

 if required approve the establishment of a sinking fund towards future repairs 
and maintenance of the unit  
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