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SOUTH HOLLAND DISTRICT COUNCIL

Report of: Portfolio Holder for Finance and the Executive Director (Commercialisation) 
(S151 officer)

To: Cabinet – 16th February 2016

Author: Ken Trotter-Interim Chief Accountant (SHDC)

Subject: Community Assets in the Housing Revenue Account

Purpose: To set out a business case for the Executive Director - Commercialisation to 
authorise the appropriation of garages and commercial properties from 
Housing to Operational assets.

Recommendations to Cabinet: 

1. The Executive Director – Commercialisation be authorised to appropriate garages and 
parking spaces from Housing to operational asset use.

1.0 BACKGROUND

1.1 The proposal set out in this report has been developed as part of a wider review of the 
commercial assets of the Council. The proposal is to transfer two asset types, that is 
garages and parking spaces’, in line with the commercialisation strategy to maximise the 
use and value of commercial assets. 

1.2 All garages (including any land within garage sites which is only used to access the 
garages) and parking spaces are to be appropriated from housing. This strategy has been 
designed to ensure the maximum social benefit within a commercial framework.

1.3 The garages that are proposed to be appropriated are no longer considered to be required 
for housing purposes. Where garages in question are on estates they would, originally, 
have been constructed in connection with the housing and for use by tenants on the 
estates, but that is no longer the case. As a result these assets provide a benefit to the 
wider community and not solely to Housing tenants.

1.4 Guidance from DCLG in the Self-Financing prospectus “Council Housing a real future” 
encouraged local authorities to examine the HRA and to concentrate on core (Dwellings) 
activities. Non-core activities such as rental of garages are classified as non-core and have 
been examined on this basis.

1.5 The current usage of garages and parking spaces highlights 28% are used by tenants with 
the majority being used by Residents or are empty.

Tenure Garages Spaces Total %
Private 179 80 259 27%
Void 156 265 421 45%
Total non-tenant 335 314 680 72%
Tenant 198 69 267 28%
Total 533 414 947 100%
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Clearly the need to maximise the use and income from these sites is highlighted in this 
current usage analysis. 

1.6 Since the introduction of Right to buy regulations, all estates are now mixed tenure and are 
no longer 100% social housing. The 2011 census of the district highlighted that council 
social tenant’s make up approximately 10% of the population of the district.

Tenure Households % of Households
Owned 27,035 72.5%
Shared Ownership 260 0.7%
Private Rented 4,714 12.7%
Social Housing – Other 900 2.4%
Social Housing – SHDC 3,828 10.3%
Rent Free 527 1.4%

37,264 100%

1.7 Demand for garages and parking is more likely to come from Residents rather than tenants 
and this needs to be stimulated wherever possible. 

1.8 Subject to a full review of activity Growth targets for income include a 10% increase in 
parking income over the medium term from these underutilised assets.

2.0      OPTIONS

2.1 To note the report and to approve the recommendation. 

2.2 To note the report and not approve the recommendation. 

2.3 Do Nothing

3.0 REASONS FOR RECOMMENDATION

3.1 To appropriate underperforming assets no longer required for their original as part of a wide 
ranging asset management review to redefine the commercial framework and increase 
usage and income in the future.

4.0 EXPECTED BENEFITS

4.1 Additional parking assets in the district which will complement the medium term Housing 
Growth agenda

5.0 IMPLICATIONS

5.1 Financial 

5.1.1 Parking site information is currently contained in summary form only.

5.1.2 Income in 2015/16 is expected to be approximately £160k which will transfer to the General 
Fund from the 1st April 2016.

5.1.3 Maintenance costs are estimated at £15k per annum including a contribution to the repairs 
& renewals account for medium term planned maintenance. Management costs are approx. 
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£10k (0.5 FTE) giving an overall surplus on activities of £135k which is included in the 
2016/17 budget report (paragraph 5.1.5 “Assets benefitting the wider community”) 

5.1.4 Valuation of these assets is currently £517,500 and this value will be added to the General 
Fund Capital Financing Requirement (CFR) and deducted from the HRA CFR.

5.1.5 The minimum revenue provision has been examined and as these assets are not changing 
ownership and there is no overhanging debt in the HRA there will be no charge to the 
revenue budget in the General Fund. This will be included in the final treasury management 
strategy before it is submitted to council if this proposal is approved. The self-financing debt 
of approx. £67m is based on future income from core activities (Dwelling rents) only.

5.1.6 Borrowing capacity in the HRA will increase by this asset value (£517k) which may be 
needed in the future for the planned Affordable Housing programme. 

5.1.7 The address list for the garages will be examined for any assets attached to or in close 
proximity to dwellings which could be construed as being part of the dwelling. Any assets 
identified will remain in the HRA as they will be considered as being continued to be used 
for their original purpose.

5.1.8 Garages that are hard to let due to location or condition will be examined for suitability as 
Affordable Housing sites. These may be subject to a planning application and a scheme 
design exercise as part of a potential Welland homes development management contract 
with the HRA.

5.2 Risk Management 

5.2.1 Risks are highlighted within the appendix.

5.3 Legal

5.3.1 The Council has power under the Local Government Act 1972 to appropriate land which is 
no longer required for the purpose for which it was acquired to use for any other purpose 
for which it has power to acquire land. In the case of land held for housing purposes, that 
power is subject to Section 19 of the Housing Act 1985 which requires the consent of the 
Secretary of State to appropriation of dwellings from the HRA. As this proposal does not 
relate to dwellings, Section 19 consent will not be required. Any decision to appropriate will 
be subject to the Executive Director for commercialisation being satisfied that the land in 
question is no longer required for housing purposes. The rational for this is set out in the 
body of this report. 

6.0 WARDS/COMMUNITIES AFFECTED

6.1 Budget implications affect all wards.

7.0 ACRONYMS 

7.1 GF    General Fund
HRA    Housing Revenue account
CFR    Capital financing Requirement
MRP    Minimum Revenue Provision
RTB       Right to Buy
MTFP    Medium Term Financial Plan
DCLG   Department for Communities & Local Government
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Background papers:- None

Lead Contact Officer

Name and Post: Julie Kennealy Executive Director (Commercialisation) (Section151)
Telephone Number: 01775 761161
Email: Julie.Kennealy@breckland-sholland.gov.uk or alternatively 

ktrotter@sholland.gov.uk (Interim Chief Accountant (Deputy S151))

Director / Officer who will be attending the Meeting: 

Julie Kennealy- Executive Director (Commercialisation) (Section 151)

Key Decision:  No

Exempt Decision:  No 

This report refers both Mandatory Service and Discretionary Services 

Appendices attached to this report: 

None
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SOUTH HOLLAND DISTRICT COUNCIL

Report of: Portfolio Holder for Finance and the Executive Director – Commercialisation 
(S151 officer)

To: Cabinet – 16 February 2016

Author: Ken Trotter – (Interim Chief Accountant) 

Subject: Draft Budget, Medium Term Plan and Capital Strategy

Purpose: To consider the draft capital and revenue budget estimates, the medium term 
financial plan and the capital strategy and release for consultation. 

Recommendations to Full Council:

1) That the revenue estimates for the General Fund, Housing Revenue Account and Spalding 
special expenses for 2016-17 and outline position through to 2019-20 (as set out in appendices 
A, B and C) are approved.

2) That the rent setting for social housing be delayed until receipt of a national rent policy, as defined in the 
Welfare reform & Work Act 2016, is received from government.

3) The fees and charges shown in appendix H for adoption 1 April 2016 are approved

4) The Council Tax for a Band A property in 2016-17 be set at £106.56, a £3.33 per annum 
increase on 2015-16 levels (Band D £159.84, a £5 per annum increase on 2015-16 levels)

5) The Spalding special expense for a Band A property be set at £15.40, no change on 2015/16 
levels (Band D £23.10, no change on 2015/16 levels) 

6) The medium term financial plan (Appendices A and B) is approved

7) The Council delegates to the s151 officer the authority to apply for the four year settlement 
from central Government when all relevant information is available.

8) The capital strategy and capital programme (Appendices E and F) is approved

9) The Treasury Management strategy, including the Minimum Revenue Provision policy and 
annual investment strategy in appendix G is approved

10) The release of budget as shown in the capital programme for Economic Development from 
investment and growth funds is delegated to the S151 Officer in consultation with the Portfolio 
Holder for Finance to jointly approve projects on receipt of detailed and appropriate business 
cases which generate an agreed ongoing return and contribute to council objectives.

1.0 BACKGROUND

1.1 The appendices to this report outline the 2016-17 revenue and capital estimates for the 
General Fund, the proposals for the setting of discretionary fees and charges, the outline 
position to 2019-20, the medium term financial plan and the capital strategy.  The medium 
term financial plan sets out the framework within which the budget is to be set to ensure 
that it enables the Council to achieve its corporate objectives.  The capital strategy sets out 
the framework for the capital budget setting.
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1.2 During 2015/16 the Council has continued to suffer financial pressures in various services 
due to public sector funding reductions and continuing low returns on cash deposits. 

1.3 The challenges have been met as a result of the prudent financial management of the 
council and innovative income generation. Following on from this the MTFP has been 
positioned to secure a sustainable financial future across the medium term with no 
dependency on reserves.  This position will give the Council time to develop a clear 
financial strategy in the longer term after delivery of the more complex transformational 
changes included in the Moving Forward Programme. 

1.4 This complex change has already started with the recent approval of the transformation 
programme, identification of projects and the engagement of various committees.  Some 
changes have been delivered early, with accelerated savings, in respect of the integration 
of Housing services and financial re-engineering of the Minimum Revenue Provision in 
2015/16. Introduction of a Garden waste collection scheme has also been agreed for 
2016/17.

1.5 This draft budget includes the principal of reducing reliance on RSG and provides funding 
for an investment & Growth fund to deliver on-going revenue income streams over the 
medium term.  Reducing the reliance on uncertain sources of funding will make the council 
a more stable organisation, better able to deliver services to residents with more certainty in 
the longer term supporting the move towards 100% local taxation during the life of this 
Parliament.

1.6 In 2015/16 £1.1m of funding was agreed and set aside to provide up-front investment for 
the transformation programme, which is in progress and no further funding requirements 
have been identified at this stage.

2.0 OPTIONS

2.1 That the draft capital and revenue budget estimates, the medium term financial plan and 
the capital strategy are recommended to Council for approval.

2.2 There are no alternative options presented, however amendments may be made by 
Cabinet before release to Council.

3.0 REASONS FOR RECOMMENDATION

3.1 To comply with the budgetary and policy framework.

4.0 EXPECTED BENEFITS

4.1 To set an affordable and balanced budget for 2016-17 that ensures delivery of the priorities 
of the Council

5.0 Financial 

5.1.1 The report is of a financial nature and further financial details are included within the 
appendices.

5.1.2 The 2015/16 Medium Term Financial Plan identified a budget gap of £1,712,000 by 
2018/19 for the General Fund
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5.1.3  This budget gap was examined in the current budget setting cycle and the revised position 
after 2015/16 initiatives & service adjustments shows the gap reducing to £357,000 in 
2019/20 before the impact of the prudent approach to reducing reliance on the Revenue 
Support Grant (RSG) from central government.

5.1.4 An assessment of the 2015-16 out turn has been revised and presented as part of the 
Quarter 3 monitoring report. This will inform the reliance placed on the baseline used for 
setting the 2016-17 estimates.  Based on the position at the 31 December 2015, various 
pressures, transformation items and efficiencies have been identified, forecasting a small 
below budget out-turn as an overall result.  Recurring savings and one-off efficiencies are 
proposed to be used to offset Medium term budget pressures in respect of the impact of the 
Minimum Revenue Provision (MRP) policy which in turn will, allow time for the Moving 
Forward transformation programme to grow. Ongoing efficiencies and recurring savings 
have been reflected in the medium term plan. The Council will continue to review the 
financial performance of its services throughout the year and identify accelerated savings 
wherever possible.  

5.1.5 Budget options allowing a balanced position to be forecast in the medium term are 
identified and examined in appendix A. 

All options were examined at a Joint Performance Monitoring Panel and Policy 
Development Panel meeting on the 14th December 2015 and it was agreed “The following 
proposals for closing the £320,000 Medium Term Financial Plan General Fund budget gap 
were supported: Council tax Increase £81,000; Council tax Base £90,000 (measured Dec 
2015); Welland Homes £50,000 (Interest payments); Salaries drag factor £40,000; 
European Grant administration fee £25,000; and Drainage Board levy freeze £34,000”  
 

2016-17 2017-18 2018-19 2019-20
£’000 £’000 £’000 £’000

2015/16 MTFP 645 876 1712 1712
RSG Model adjustment (282) (424) (592) (450)
Unavoidable growth 184 122 122 122
Investment income 122 153 112 112
Welland Homes 417 512 138 138
Zero Based Review (376) (414) (589) (602)
Accelerated Savings (384) (384) (384) (384)
New Service – Garden Waste (49) (43) (5) (5)
MRP adjustment (250) (259) (286) (286)
Where We Are 27 139 228 357
RSG Reliance Reduction 428 698 1,014 1,429
Assets Benefitting the Community (135) (155) (175) (195)
Where we are Heading 320 682 1067 1591
Budget Options (320) (682) (1,067) (1,591)

Where we need to be 0 0 0 0
NB: 2019/20 has an assumed starting position as it was not in the 2015/16 MTFP

5.1.6 Only a small amount of the Local Government Settlement is now received in the form of 
Revenue Support Grant (RSG).  From 1 April 2013 a new model is in use which is geared 
towards the local raising of funds and for 2016/17 looks at the core spending power of the 
Council.  Changes to schemes in respect of non-domestic rates and localised council tax 
reduction have brought a greater degree of risk and variability to the Council’s funding. The 
budget presented for approval is in line with the Local Government Settlement issued in 
February 2016. Reliance on RSG in the medium term is reduced to Nil by 2019/20.
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5.1.7 Unavoidable growth is in respect of a 1% salary increase, staff increments and an increase 
in National Health Insurance contributions due to changes in legislation in respect of 
Pension contributions

5.1.8 Investment income was based on increases in investment returns which have not been 
available during 2015/16 and this causes a reduction in the overall budget. Projected 
balances and revised investment returns are examined further in appendix A.

5.1.9 The establishment of Welland Homes is essentially complete and a board of directors 
appointed. However assumptions in the original business plan have been examined and a 
revised plan is presented in appendix A. A detailed revision of the business plan is in 
progress and this will also examine a development management role for Welland Homes in 
respect of the planned HRA affordable housing programme 

5.1.10 A zero based review has been carried out on all major budgets and cost reductions / 
increased income projections agreed with Budget holders. These were reflected in 2014/15 
& 2015/16 monitoring reports.

5.1.11 Accelerated savings are shown in detail in the 2015/16 Quarter 3 financial forecast out turn 
report. These reflect a revised approach to the operation of the Housing Revenue Account 
which has also been examined and a revised strengthened position shown below.

5.1.12 A pilot scheme in respect of kerbside garden waste collection was approved by cabinet on 
10th November 2015 and financial implications included in the report on the scheme have 
been incorporated into the base budget as appropriate.

5.1.13 Changes to the MRP position are also included, in detail, in the 2015/16 Quarter 3 financial 
forecast out turn report.

5.1.14 A separate report to Council in respect of a change of use of Garages and car parking 
spaces for rent which are currently managed within the HRA has been included on the 
agenda for the February 2016 cabinet. Recommendations in respect of re-designating 
these as assets which benefit the wider community and the financial implications of 
appropriating them to the general fund are included in the report.

5.1.15 The 2015/16 report on the budget for the HRA did not specifically show the MTFP and 
highlighted a deficit of £147k for the current year. This deficit was increased to £391k 
following approval for carry forward of £244k of capital expenditure in June 2015. Details of 
the revised strengthened position are included in the 2015/16 Quarter 3 financial forecast 
out turn report.

5.1.16 HRA general balance is projected at £8,968,000 with £2,000,000 considered to be a 
reasonable level consistent with the risks on the service. The MTFP therefore includes a 
balanced budget for the period which includes approx. £11,783,000 for a proposed 
Affordable Housing programme to replace lost rent from Right to buy sales and changes 
planned in the National Rent policy. In addition £2,409,000 has been proposed to be 
transferred to the major repairs reserve in 2015/16 to support this programme in respect of 
timing differences on funding and potential acceleration of the programme by purchasing 
rather than building dwellings. 

5.1.17 Use of reserves in the HRA is to be considered in 2017/18 as details of the potential for 
dwelling purchase and New Build properties emerge. The HRA also has the capacity to 
borrow up to a limit of £74,701,000 which was introduced as part of the self financing 
regime set up in March 2012 (Current Borrowing £67,456,000).

Page 49



5.1.18 Additional options were also examined at the Joint Performance Monitoring Panel and 
Policy Development Panel meeting on the 14th December 2015 with a view to identify 
further potential savings and it was agreed “In principle, the following opportunities should 
be explored to identify potential savings in future years: Earmarked reserves; Organisation 
design (develop and deliver Transformation); General Fund Services and HRA Services 
amalgamation; Council Tax Relief Scheme; Compass Point Business Services; Financial 
Settlement (potential threat also); HRA Rent Policy; HRA Affordable Housing Programme 
and Welland Homes”

5.1.19 The local government settlement was received on the 9th February 2016 and all financial 
implications have been examined and included in this report. Two main changes occurred 
between the draft and final versions of the settlement. 

5.1.20  A rural service delivery grant was announced in the draft settlement with a national budget 
of £20m. This was increased to £80.5 million in the final settlement and the council share is 
£158,000 for 2016/17. 

5.1.21 Council tax increases are subject to local referendum regulations and the draft settlement 
included a provision for district councils in the lower quartile for the Band D charge to 
charge £5 or 2% whichever was greater without triggering a referendum. The council did 
not qualify for this facility at the time but the final settlement extended this facility to all 
district councils and the £5 per annum increase is included in the 2016/17 budget.  

5.1.22 Government have also made an offer of a 4 year to all councils based on a core spending 
revenue carried out as part of the settlement. This offer has conditions but full details have 
not yet been released. It has been stated however that spending plans and associated 
savings targets will be examined as part of the application process for any council taking 
this option. The offer will provide certainty for the period in respect of RSG, Baseline 
income for NNDR & the Rural Grant but not the current allocations of New Homes Bonus 
until a separate consultation running until the 10th March 2016 is concluded. Access to the 
enhanced local referendum regulations for the full 4 years will also be available and the 
medium term financial forecast is based on a £5 per annum increase for this period. For 
these reasons it is recommended that the council apply to accept the 4 year settlement 
before the submission deadline of Friday 14th October 2016.  

6.0 Risk Management 

6.1 Risks are highlighted within the appendix.

7.0 WARDS/COMMUNITIES AFFECTED

7.1 Budget implications affect all wards.

8.0 ACRONYMS 

GF    General Fund
CSR       Comprehensive Spending Review
DCLG     Department for Communities & Local Government
CTRS     Council Tax Reduction Scheme
NHB       New Homes Bonus
NNDR    National Non Domestic Rates (Business Rates)
RSG    Revenue Support Grant
S31    Section 31
VFM    Value for Money
HRA    Housing Revenue account
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CFR    Capital financing Requirement
MRP    Minimum Revenue Provision
CPBS     Compass Point Business Services

 RTB       Right to Buy
ICT         Information and communications technology

 MTFP     Medium Term Financial Plan

Background papers:- None

Lead Contact Officer

Name and Post: Julie Kennealy Executive Director (Place) (Section151)
Telephone Number: 01775 761161
Email: Julie.Kennealy@breckland-sholland.gov.uk or alternatively 

ktrotter@sholland.gov.uk  (Interim Chief Accountant (Deputy S151)) Tel: 
01775 764684

Key Decision: No 

Exempt Decision: No 

This report refers both Mandatory Service and Discretionary Services 

Appendices attached to this report: 

Appendix A  Budget estimates and medium term financial plan
Appendix B  Budget Summary 2016/17
Appendix C  Spalding Special Expenses 
Appendix D  Reserves
Appendix E  Capital estimates 
Appendix F  Capital strategy
Appendix G  Treasury Strategy
Appendix H  Fees & Charges
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Appendix A

Budget 2016-17 and Medium Term Financial Plan 2016-17 to 2019-20.

This appendix is the combined budget estimates and Medium Term Financial Plan (MTFP) 
2016-20.  The Medium Term Plan sets out the current and forecast future costs of the Council 
and is linked to the Corporate Plan, which sets out the aims and ambitions of the Council, 
agreed with our partners. The MTFP also establishes a set of financial policies and principles 
which provide a sound basis for maintaining the financial integrity of the Council over the 
medium term and includes both the General Fund and the Housing Revenue Account Budget 
which previously had been subject to a separate report, to Governance and Audit Committee.

Budget Summary

General Fund

The following table shows the headline financing figures relating to the budget estimates for 
2016-17 compared to the 2015-16 position:

Description
2015-16

£’000
2016-17

£’000
Council Tax  (3,990)  (4,241) 
Non Domestic Rates - Baseline Income  (3,036)  (3,062) 
Retained Non Domestic Rates Income  (932)  (672) 
Revenue Support Grant (RSG)  (2,381)  (1,666) 
Rural Service Delivery Grant 0  (158) 
Community Right to bid and challenge  (16) 0 
New Homes Bonus Grant  (1,362)  (1,734) 
Council Tax Freeze Grant  (47) 0 
Spalding Special Expenses (195) (195)
Town & Parish Councils  (640)  (691) 
Collection Fund Deficit/(Surplus) - Non Domestic Rates 272 970 
Collection Fund Deficit/(Surplus) - Council Tax  (75)  (140) 

Band D Charge £154.84 £159.84
Tax Base 25,767 26,531
Band D cost per week £2.98 £3.07

59.48 % of residences in the district are in Band A or B, and 84.10% are in Bands A to C. 
Therefore the majority of homes pay less than the £3.07 per week Band D equivalent towards 
the District services provided.

The Band D tax base has been fully examined and final changes are reflected in the Budget. 
This increase is due to growth in the area over several years and is reflected in the council tax 
surplus forecast of £140k from the collection fund activity in 2015/16.

The local government settlement for 2016/17 includes changes to local referendum regulations 
for District councils which allow an increase of £5 or 2% which ever is the greater before a 
referendum must be carried out. Budget estimates have been compiled on the basis of a £5 
increase and impact on council tax bands is analysed below.

The Council Tax support scheme has been examined and other than prescribed changes by 
statute all other elements of the policy remain unchanged for 2016/17. This area will be 
examined in detail during 2016 to inform a revised policy for 2017/18. 

NNDR policies on all forms of relief are also to be examined in 2016, to inform revised policies 
for 2017/18. All claimants are to be informed that relief will be withdrawn at the end of 2016/17 
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and a new application will be necessary for relief going forward as part of the verification 
process before the introduction of new policies.
 

The following table details the Band D Council Tax levels for all precept authorities over the 
last nine years:

Increas
e

Increas
e

Increas
e

Increas
e Increase

£ % £ % £ % £ % £ %
2005-06 899.82 4.90% 119.43 6.42% 134.56 4.75% 19.81 2.96% 1,173.62 5.02%
2006-07 944.73 4.99% 125.37 4.97% 140.28 4.25% 23.12 16.71% 1,233.50 5.10%
2007-08 987.21 4.50% 131.58 4.95% 145.19 3.50% 23.68 2.42% 1,287.66 4.39%
2008-09 1,021.77 3.50% 165.78 25.99% 149.18 2.75% 25.55 7.90% 1,362.28 5.80%
2009-10 1,039.68 1.75% 174.06 4.99% 153.13 2.65% 26.5 3.72% 1,393.37 2.28%
2010-11 1,065.69 2.50% 179.28 3.00% 157.03 2.55% 27.35 3.21% 1,429.35 2.58%
2011-2 1,065.69 0.00% 179.28 0.00% 157.03 0.00% 28.04 2.52% 1,430.04 0.05%
2012-13 1,065.69 0.00% 186.39 3.97% 156.6 -0.27% 31.94 4.10% 1,440.62 0.74%
2013-14 1,065.69 0.00% 190.08 1.98% 156.15 -0.29% 33.26 4.13% 1,445.18 0.32%
2014-15 1,065.69 0.00% 193.86 1.99% 155.61 -0.35% 34.94 5.05% 1,450.10 0.34%
2015-16 1,085.94 1.90% 197.64 1.95% 154.84 -0.05% 36.93 5.70% 1,475.35 1.74%

Lincs County 
Council

Lincs Police 
Authority

South Holland 
(excl special 
expenses)

Average Parish Total

The following chart shows the Band D Council Tax levels (excluding parish precepts) for 
Lincolnshire Councils for 2015/16
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Band D Council Tax by authority (2015/16) excluding 
Parish Precepts

Band Ratio 2015/16 2016/17 Change
Annual Weekly

A 6/9 103.23 106.56 3.33 0.06
B 7/9 120.43 124.32 3.89 0.07
C 8/9 137.64 142.08 4.44 0.09
D 9/9 154.84 159.84 5.00 0.10
E 11/9 189.25 195.36 6.11 0.12
F 13/9 223.66 230.88 7.22 0.14
G 15/9 258.07 266.4 8.33 0.16
H 18/9 309.68 319.68 10.00 0.19
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Housing Revenue Account

Description
2015-16

£’000
2016-17

£’000
Income (16,719) (16,261)
Expenditure 8,797 9,265
Contribution from Operations (7,922) (6,997)
Financing 2,310 2,285
Capital Contribution 5,612 4,712
(Surplus / Deficit) 0 0

A comprehensive review of the Housing Revenue Account and associated landlord functions 
has been carried out in 2015/16 and budget proposals reviewed by the Governance & Audit 
committee.

2016-17 Estimates

General Fund

The table below shows the budget estimates for 2016-17 analysed by type of 
expenditure/income as shown in appendix B.  Notes explaining the major variances between 
the two years are given below the table.

General Fund Estimates by    
Income and Expenditure 2015-16 to 2016-17   

Description

2015/16 
Estimate

£'000

2016/17 
Estimate

£'000
Variance

£'000
Employees 6,693 6,727 34
Premises 927 943 16
Transport 814 786 -28
Supplies & Services 3,459 3,113 -346
Drainage Board Levies 2,298 2,298 0
Parish Precepts 669 691 22
Third Party Payments 2,711 2,639 -72
Transfer Payments 21,829 21,250 -579
Transfers to/from Earmarked Reserves -759 -581 178
Financing 990 111 -879
Transformation 0 694 694
Total Expenditure 39,631 38,671 -960

Rents and Service Charges -743 -749 -6
Fees & Charges -3,162 -3,530 -368
Grants, Contributions and Reimbursements -22,475 -21,579 896
Investment Income -126 -206 -80
Recharges -722 -1,019 -297
Total Income -27,228 -27,083 145

12,403 11,588 -815

Explanation of Variances

Employee Related Expenses
The increase is as a combined result of incremental pay progression, national pay award 1% 
and an increase in national insurance rates for those in the pension scheme. There is a 3.5% 
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vacancy drag factor built into the estimates which reduces service budgets by £40k per 
annum. The 2015/16 budget included additional resources which were funded by the Waste 
Collection Support Grant, Grants for Growth and Planning reserve. 2016/17 budget includes 
95k (2015/16 £115k) for additional planning resources in respect of the Local Plan. Efficiency 
savings of approx. £226k year on year are anticipated from the Moving forward programme 
beginning in 2017/18 with an annual target of £676k by 2019/20. 

Premises Related Expenses 

The main variances are savings made in utilities (£47k), offsetting cost pressures for business 
rates and responsive repairs. The savings are as a result of comprehensive analyses of prior 
year’s outturn and recurring variances. 

Transport
The Council has adopted a prudent policy of replacing previously leased commercial vehicles 
previously leased in Environmental Services with outright purchase of wholly owned new 
vehicles. Revenue savings arising from this were reflected within transport costs in the 
2015/16 base budget. Fuel budgets have been reduced further by (£29k) in line with 2015/16 
outturn, with current fuel price reductions being monitored on an ongoing basis. Savings have 
been made where possible on leased cars, grounds maintenance equipment lease costs 
(£42k), and mileage and lump sum budgets. Further savings may be achieved if the Council 
takes on the commercial vehicle maintenance contract.

Supplies & Services
Supplies and services budgets have reduced due to the removal of additional expenditure all 
funded by income in 2015-16, Waste Incentive grant, Health promotion grant and Grants for 
Growth.

Delegated members ward budgets have been maintained at £3k per member in the base 
budget, although arrangements have changed. 
Impairment allowance for bad debts will be assessed before the final budget alongside work 
on Revenues and Benefits estimates.

Third Party Payments
This budget includes contractual commitments to both Compass Point Business Services and 
Lincolnshire Legal Services. Compass Point has been budgeted to achieve 5% savings year 
on year, by transformation. In addition a £50k non-recurring contract cost has been agreed. 
Contract inflation is not applicable and it has been agreed that the 1% allowance for 2015/16 
will be withdrawn.

Transfer Payments
Further work is being carried out on Rent allowances and Rent Rebates alongside a forecast 
position for 2015-16.  Additionally it covers grants and contributions paid where the Council 
does not benefit from the provision of a service, (£738k) which included the ‘Grants for Growth’ 
project 2015-16. Housing benefit payments are funded through Government subsidy and are 
included under Grants, Contributions and Reimbursements. 

Other variances are Grants for Growth expenditure offset by income no longer in the base 
budget, rent allowances and rent rebates. Budget savings have been made in areas where 
possible. 

Transfer to and from earmarked reserves
Movements from reserves are reduced in 2016-17 due to investment in the County wide 
Broadband capital scheme £607k being a one off in 2015-16. £970k has been drawn down 
(£272k 2015-16) for smoothing the business rates collection fund deficit and a contribution of 
£286k (£262k 2015-16) from the new homes bonus.  

Rents Rental income has increased by (£6k) which is due to additional income forecast. 
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Fees & Charges

Fees and charges have been reviewed and increased where the market permits and in 
accordance with individual fees and charges policies (see Appendix H). Several service areas 
where fees should cover the cost of the service are being reviewed and a mid year report will 
be issued which may include further fee changes.

Planning application fees were estimated to increase from £475k in 2014-15 to £600k in 2015-
16 providing additional income of £125k (Out turn estimate £654k). The income has been 
budgeted for £600k for 2016-17. Additional resources of £95k are included in the budget in 
respect of Local Plan costs (£75k in 2017/18 is included in the MTFP).

Court income, housing benefits overpayments and impairment allowance of bad debts shown 
under supplies and services have been examined and will be subject to additional analysis 
during the closedown period for the annual accounts. Revised collection targets are likely to be 
issued when this activity is complete. 

The Welland Homes Business plan is currently being reworked due to delays in establishing 
viable projects. Projected income has been revised for 2016/17 at £41k rising to £270k in 
2019/20. Joint working with Landlord services in respect of a HRA funded Affordable Housing 
programme are also being examined to identify possible efficiencies for both organisations. 
 

Grants, Contributions & Reimbursements

This includes additional Government subsidy for rent allowance subsidy payments, rent 
allowances, HRA offsetting costs included in Transfer Payments above. Additionally this 
includes re-profiled Government grants reimbursements and contributions and in 2015-16 
included items such as the Grants for Growth project and Waste Incentive grant £712k. 

A grant application was submitted to the Department for Communities and Local Government 
(DCLG) for European Structural Investment Funding (ESIF) in respect of a phase 2 project to 
support Small & Medium Sized Enterprises with Capital Grants. Administration of this project is 
estimated to contribute £25k towards central costs in 2016/17 and £150k over the period of the 
MTFP.

Recharges

Recharges will be reviewed as part of  the final budget setting process and include recharges 
to the Housing Revenue Account, to reflect its share of the Corporate and Democratic Core 
and its share of support services. 

Housing Revenue Account

The Budget for 2016/17 and the medium term financial plan are shown in Appendix B. This is 
currently under a major review by the Housing Growth group  and savings / cost reductions 
have been forecast in  the current year, being of benefit to both the General Fund and Housing 
Revenue Account. Strategic Organisational Design is being examined on a service by service 
basis but no potential financial impact has been included in this estimate.
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 2015-16 2016-17

 Forecast Estimate Variance
 £ 000's £ 000's £ 000's
    
Rent Income - Dwellings (15,462) (15,232) 230
Rent Income - Non Dwellings (156) 0 156
Charges for Services & Facilities (934) (948) (14)
Contributions to Expenditure (89) (68) 21
Other income (78) (13) 65
Total Income (16,719) (16,261) 458
   
Repairs & Maintenance 3,033 2,726 (307)
Supervision & Management 2,824 3,586 762
Service charge costs 1,225 1,237 12
Depreciation (MRA) 1,595 1,595 0
Provision for Doubtful Debts 120 120 0
Total Expenditure 8,797 9,264 467
   
Contribution from Operations (7,922) (6,997) 925
   
Financing charges 2,310 2,285 (25)
Revenue Contributions (RCCO) 5,612 4,712 (900)
Housing Subsidy   
   
Net operating (Surplus) / Deficit 0 0 0
   
   

Income 

Dwelling Rents

No Details have been received in respect of the revised national rent policy from central 
government. Assumptions in the MTFP are based on the headlines from the summer budget 
statement only. 

 1% rent reduction from 16-17 to 19-20 and nil inflation imposed by the Government, so 
in effect a 3% reduction compared to the Government guidelines for 16-17 at 15-16 
budget setting. This equates to a 6.2% reduction over the period of the MTFP when 
lost rent from Right to buy sales is added.

 The impact of the imposed rent reduction and re-invigorated right to buy regulations for 
SHDC is a £96m loss of rent over the 30 year period of the business plan. 

 No additional rent from units has been included in the MTFP as other government 
policies seem likely to reduce rent levels further (possible shared ownership sales / 
Void sales of high value properties).

The Welfare Reform & Work Act is currently going through Parliament which will inform the 
national rent policy. Until this Act receives Royal assent there is no policy to follow which may 
include exemptions for certain classes of Dwellings and therefore it is proposed to action rent 
adjustments 28 days after the new national policy has been adopted by the council in line with 
the tenancy agreement.
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Non Dwelling Rent is being examined currently and it is likely that all assets in the area will be 
designated assets held for the benefit of the wider community which will be appropriated to the 
general fund in 2015/16. Estimates have been prepared on this basis.

Further details in respect of 2015/16 are available in the Financial out turn report presented to 
cabinet on 8th December 2015

Internal recharges were included in the business plan but they are excluded from income in 
the annual statement of accounts. Consistency of approach has been applied and recharges 
have been deleted from the Budget.

Repairs & Maintenance
All work carried out in void properties is being reviewed to ensure value for money is present 
and turn around times are reduced. 

Supervision & Management
A transformation fund of £750k has been set in the 2016/17 budget to assist in integrating 
Landlord services and General fund services and the creation of a property services function 
for the authority which will incorporate the Construction Services Unit (CSU)

Pay Awards

 Each 1% change in SHDC gross pay  = £18k increase in employee costs
Salary vacancy factor

 3.5% vacancy factor in SHDC gross pay  =  £42k decrease in employee costs which 
has not previously been applied

Revenue Contributions to the Capital Programme

All replacement programmes are being examined and revised operating criteria has been 
recommended as part of the Financial out turn forecast presented to Cabinet 16th February 
2016.

Contributions include £1,423k in respect of Affordable Housing for a planned programme of 
£2.3m in 2016/17.

3. Principles of Budget Preparation

The following principles have been used in the budget preparation process in order to:

 Provide a consistent and authorised approach to the preparation of revenue and capital 
estimates.

 Ensure estimates are prepared in line with available resources.

 Ensure that estimates are prepared to reflect corporate priorities.

Budget principles:

 Detailed working sheets are maintained for all budget headings and these are prepared 
by the budget manager, with the exception of central items.

 Central items are calculated by the CPBS accountancy team.  The central items 
include items such as: salaries, insurance, support service recharges, capital 
accounting entries, interest paid and received, pensions, National Insurance (NI), 
special expenses, mobiles phones and postage.
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 The full effect of known pay awards is incorporated into the estimates and a provision 
made for future years, based on national guidance (taking into account any Central 
Government policies).

 Staffing estimates are prepared on the basis of approved staffing levels as provided by 
Human Resources and have been signed off by budget managers.  These estimates 
include an allowance for employers NI, superannuation contributions and lump sum 
amounts. 

  Budget Managers have signed off the salary allocations, so expenditure occurs where 
officer time is spent, within in each service area;

 Controllable expenditure is defined as expenditure on employees, premises (excluding 
business rates), transport, supplies and services, but excluding internal recharges.

 There will be no allowance for inflation, unless contractual or related to salaries.
 We should seek additional scrutiny and challenge for accessing capital resources and 

ensure that the programme only reflects schemes that are sufficiently scoped to allow 
delivery.

 A review of fees and charges to ensure optimisation of income where consistent with 
policy.

 Some service areas of high or unpredictable spend in previous years have been 
considered in detail others remain largely viable budgets and have not been zero 
based

 Working papers have been prepared by budget managers for each controllable budget. 
This will assist future challenge. 

 To set a balanced budget with no long term dependency on General Balances.
 To work towards a zero balance on the collection fund.
 Only the 2016-17 budget will be formally approved, future years are indicative only for 

both revenue and capital but form an important picture of our financial sustainability.

4. Grant Settlement 

The Final Local Government Settlement for 2016-17 was confirmed on the 9th February 2016 
and is included in the proposed budget.

Only a small amount of the Local Government Settlement is now received in the form of 
Revenue Support Grant (RSG).  Instead of receiving a fixed funding amount from government, 
from 1 April 2013 we are now reliant on a new model which is geared towards the local raising 
of funds.  Changes to schemes in respect of non-domestic rates (NDR) and localised council 
tax reduction scheme (LCTRS) have brought a greater degree of risk and variability to the 
Council’s funding.

Under this government policy a proportion of NDR income is retained by district and county 
councils through a system of top-ups and tariffs.  The remaining NDR income is centralised by 
government and distributed back to local authorities through the formula grant process, thus 
allowing the government to retain a proportion of business rates centrally to meet public 
expenditure targets.  This formula grant element has previous specific grants “rolled into” it 
(eg. the council tax freeze grant and the homelessness prevention grant).  Whilst the headline 
figures of this scheme quote a 40% share of NDR income retained by district councils, in 
reality this is not the case.  The tariff system reduces the NDR income retained by South 
Holland to a “baseline funding” figure calculated by government which is actually around 
12.5% of the overall NDR income collected by the Council.

As well as the potential for the authority to attract additional income through retained business 
rates there is also the risk of uncertainty through a reduction in the amount of business rates 
that it collects. One of the key areas of uncertainty relates to appeals against rateable values 
for business premises, with the potential for successful appeals being backdated for a number 
of years. The most significant risk to South Holland District Council relates to the two power 
stations, which are subject to a national valuation tribunal hearing that will affect all gas-fired 
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power stations.  The outcome of the appeal is that the Power stations do pay business rates 
so no refund is due. However appeals in respect of rateable values may have an ongoing 
detrimental impact on the business rates that the council is able to retain. 

Any growth over and above the NDR income that Government has assumed for 2013-14 is 
shared between central and local government, with our local share equating to 20% of the total 
growth. Whilst in the first year we used the Government target figure for retained NDR, this 
year we have forecast collection amounts to set a budget for the amount the district council will 
retain.  These forecasts are based on actual amounts collectable at October 2015 which are 
then adjusted for local knowledge (i.e. for appeals, charitable relief, etc) and uplifted by an 
inflationary increase to allow for the increase in NDR multiplier each year.  The budget 
announcement there are plans to retain 100% of business rates locally, with the thought of 
RSG reducing to zero.

The Revenue Support Grant will continue to be reduced over the coming years, as greater 
emphasis is placed on generating business rates growth and increasing the tax base through 
encouraging the development of additional homes and bringing privately owned empty homes 
back into use.  

The table below shows the impact of the 2016/17 settlement within the overall financing of the 
authority.

Area 2015-16 2016-17 2017-18 2018-19 2019-20
 £'000 £'000 £'000 £'000 £'000
Financing
Council Tax  (3,990)  (4,241)  (4,390)  (4,574)  (4,762) 
Non Domestic Rates - Baseline Income  (3,036)  (3,062)  (3,122)  (3,214)  (3,317) 
Retained Non Domestic Rates Income  (932)  (672)  (792)  (816)  (842) 
Revenue Support Grant (RSG)  (2,381)  (1,666)  (1,072)  (693)  (271) 
Rural Service Delivery Grant  (158)  (128)  (98)  (128) 
Community Right to bid and challenge  (16) 0 0 0 0 
New Homes Bonus Grant  (1,362)  (1,734)  (1,743)  (1,095)  (1,051) 
Council Tax Freeze Grant  (47) 0 0 0 0 
Spalding Special Expenses (195) (195) (195) (195) (195)
Town & Parish Councils  (640)  (691)  (703)  (716)  (729) 
Collection Fund Deficit/(Surplus) - Non Domestic Rates 272 970 0 0 0 
Collection Fund Deficit/(Surplus) - Council Tax  (75)  (140) 0 0 0 

Total Financing  (12,402)  (11,588)  (12,145)  (11,402)  (11,294) 

The New Homes Bonus scheme commenced in April 2011 and for 2015-16, South Holland’s 
allocation will be £1.362m and forecast to be £1.734m in 2016-17. This scheme is currently 
subject to consultation with government and therefore future allocations are not yet certain. 
The MTFP includes indicative figures from the Core Spending power calculations issued as 
part of the 2016/17 settlement.

5. Collection Fund

Each year the Council is required to calculate the balance on its Collection Fund.  In the 
current difficult economic climate, the Medium Term Plan target is to have a minimal balance 
on the Collection Fund, forecasting a zero balance in future years. Figures indicate an NNDR 
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deficit of £970k (£272k 2015-16) and a £140k (£75k 2016-17) surplus for council tax and a 
zero balance in future years. 
 
6. Tax Base

Delegated authority was given to the S151 Officer to approve the tax base, as legally the tax 
base can only be set in the window 1 December to 31 January. 
 
2015-16 was the final year the Council paid grants to parishes as part of the transitional 
arrangements for implementing the local Council Tax Reduction Scheme. 
 
The tax base for all parishes will be included in the Council Tax Setting report, to be approved 
at Council in February 2016.

7. Other Budget Assumptions

The budget estimates and Medium Term Plan cover the period 2016-17 to 2019-20. Over this 
timescale it is important that we make realistic assumptions as to how costs rise or fall. This 
section details the key assumptions made.

The key assumptions used are:

 Revenue budgets will be used to deliver services during the year for which they are 
approved.

 There will be allowance for unavoidable growth on services (i.e. new statutory 
obligations and contractual inflation) but will not allow for any increase for general 
inflation.

 Estimates are prepared on the understanding that appropriate service budgets were 
produced for the previous year (2015-16) which will then be adjusted to reflect the 
changing financial circumstances that the public sector is required to prepare for.

 Where service delivery is dependent on a specific grant we will only assume 
continuation of the grant and expenditure where such notification has been received.

 Council tax levels reduced by approximately 0.5% in 2015-16 and are proposed to 
increase by £5 per annum over the life of the MTFP which equates to an approximate 
3% increase in each year.

The key assumptions made for the setting of these budget estimates, which influence the four 
year financial plan are as follows:

2015-16 2016-17 2017/18 2018/19 2019/20

RPI 2.9% 2.2% 3% 3.2% 3.2%
National pay increase 1% 1% 1% 1% 1%
Staffing Salary Level 98% 96.5% 96.5% 96.5% 96.5%
Pension contribution rate
(excluding lump sum)

17.5% 17.5% 17.5% 17.5% 17.5% 

8. Future Developments

The Universal Credit is due to be rolled out before March 2016 as part of a package of 
measures under the Welfare Reform Act. It will change the way that benefits (including 
Housing Benefits delivered by local authorities) are administered. It is not yet clear what role 
local authorities will have in this administration, or what the financial consequences will be. 
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This implementation will occur in 4 tranches. While it has been confirmed that South Holland 
will not be in the first tranche, it is not clear when the changes are likely to impact the district. 

9. Strategy, Aspirations and Forward Projections

The Council’s Medium Term Financial Strategy is shown below:

 To manage a budget process that will make progress in re-directing and focusing the 
budget on corporate priorities and in so doing, recognise the intrinsic link between this 
strategy, the Capital Strategy, and the Treasury Management Strategy.

 Adopt a corporate approach to budget preparation and continue to provide strong 
timely budget control.

 Use sound modern financial systems procedures and principles and promote electronic 
record keeping and approval processes.  Ensure financial performance reporting 
remains integrated with financial reporting and business planning.

 Ensure there is a rigorous scrutiny of the financial planning process and work towards 
a more effective consultation process to engage the public and stakeholders.

 Maintain balances and reserves that will provide for known risks and liabilities and 
provide capacity for managing peaks in expenditure.

 Operate strategies on capital and external funding that supports the Council’s 
corporate objectives.

 Undertake a risk assessment of material items of income and expenditure and report 
the risks to Members as part of the budget setting process 

 Manage and use our resources to deliver value for money and better sustainable 
outcomes and efficiencies for local people.

 Set realistic targets for trading accounts and if services fail to achieve these they will be 
subject to a more fundamental review.

 Aim for a minimum balance on the Collection Fund.

 Prepare robust and realistic income and resource requirement plans for the next five 
years.

 Promote take up of benefits and reliefs.

 Maximise income collection.

 Recognise our role in the community throughout and beyond the period of economic 
hardship by providing assistance to individuals, groups and businesses.

A key aspect of the Council’s strategy to cope with the financial challenges that it faces was 
the creation of Compass Point Business Services (East Coast) Ltd, (CPBS), a company jointly 
owned with East Lindsey District Council. This innovative development is designed to deliver 
greater efficiency in the provision of back office services. The company is established to 
provide Information Technology, Human Resources, Financial Services, Customer Services 
and Revenues and Benefits. It is projected to make savings totalling over £30m over a10 year 
period, with South Holland’s share being in excess of £10m.

These strategies will be achieved through the working practices set by the relevant 
departments.  The effectiveness of these strategies and the underlying principles can be 
monitored by key outputs such as:

 Annual audit letter
 Financial plan
 Governance and Audit Committee reports
 Annual Governance Statement (AGS)
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 Grants returns submitted to deadlines
 Governance and performance reports

11. Budget Requirement and Forward Estimates

Outline estimates through to 2019-20 are shown in Appendix B. In compiling these figures we 
have followed the assumptions included in this report and made specific adjustments to 
service budgets as and where budget holders have advised of a change over the medium 
term.

In addition significant reductions in expenditure or increases in income will be required from 
2017-18 onwards, to take account of the reductions in Government funding. 

Work has been carried out to challenge budget costs in order to reduce both in-year and on-
going base budgets without impacting on core service levels. However the Council will 
experience increasing inflationary pressures on core budgets and continuing reductions in 
government grant funding, as well as further uncertainty on business rates retention. These 
factors will require the Council to consider policy changes if it is to rise to the challenge and 
balance its budgets in the medium term. An efficiency and income generation programme is 
currently being developed to reduce the funding gap which will in turn underpin a sustainable 
financial position. 

A number of potential schemes to generate savings and increased income have been 
explored at officer level. However these ideas and others will be examined further during 
budget consultation and beyond to determine Council’s appetite to introduce such changes. 
Areas to consider which currently have a high level of spend or will require a greater review to 
reduce costs and provide services differently 

 Consideration of fees and income policies (including Internal review and benchmarking 
exercise)

 Review of public owned assets including a strategic asset plan review
 Grants Review 
 Alternative management models for key assets 
 Further shared service opportunities
 Growth opportunities including generating income streams from asset ownership
 Green Waste and further waste opportunities
 Housing Growth Company

Spalding Special Expenses are a separate charge to the residents of Spalding for services 
provided in their town and are charged as a supplement to the main council tax. The Spalding 
Special Expenses budget for 2016-17 is estimated at £201,730 (2015-16, £195,000) which 
reflects the tax base increase. Consideration of the establishment of a town council will be 
given in 2016/17 under the transformation programme and funding will be re-examined at that 
time. 

Detailed estimates are shown at Appendix C. 

The Council’s 2016-17 budget and forward estimates include amounts for Internal Drainage 
Boards (IDB). These are levies charged to the authority over which the council has little control 
and form part of the revenue budget. These have been set to freeze over the period of the MTFP
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12. Fees and Charges

Income from fees and charges is an important source of revenue income for the Council.  
Charges have a central role to play in service delivery, raising income, controlling access, 
responding to competition, funding investment and affecting public behaviour.

As part of our overall income strategy we will seek to:

 Maximise the return from the Council’s asset holdings and continue to attract rental 
income by optimising the usage of office space at Priory Road.

 Ensure that the yield from fees and charges matches the increase in base budget for 
services that levy fees and charges, otherwise the shortfall will fall upon the Council 
Tax payer

 Annually review fees and charges for discretionary services
 Ensure that statutory charges are implemented
 Monitor compliance with the corporate charging policy and corporate debt policy
 Set targets for income collection and level of arrears and monitor performance against 

these targets.
 Treat windfall income as a corporate resource
 Use enforcement remedies effectively
 Seek to minimise benefit subsidy losses

Fees and charges have been reviewed and updated where necessary. Demand for services 
has also been reviewed and changes in demand have also been reflected in the budgeted 
level of fees and charges income. Appendix H outlines the proposals for fees and charges.

In total £3.530m (2015-16 £3.162m) is due from fees and charges in the 2016/17 budget. The 
chart below shows the main categories of budgeted fee income in 2016-17 (and 2015-16 for 
comparison).  

The above table does not include trading income opportunities such as Welland Homes and 
Garden Waste.
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13. Reserves and Balances

In order to comply with the requirements of the Local Government Act 2003, the Council 
undertakes a review of the level of reserves as part of the annual budget preparation.  This 
project is in progress and a status report has been issued to Cabinet for approval in principle 
for the planned actions at the financial year end. The review includes analysis of current and 
future risk assessments.
 
Appendix D outlines the position statement on reserve balances.  The proposed budget does 
not require any long term support from reserve balances, however the challenging economic 
environment has required us to undertake a robust sensitivity analysis should these events 
require us to draw on balances.  Whilst it is apparent these risks could be financially 
significant, SHDC reserves are at a reasonable level.  Moving forward the General Fund has a 
working balance of £2.023m for the period of the MTFP, this is assessed to be a prudent at 
this time. 

The table below give a summary of General Fund reserve movements:

2016-17 2017-18 2018-19 2019-20General Fund Specific Reserves (including Spalding 
Special Expenses)

£’000 £’000 £’000 £’000
Brought forward 7,031 6,453 6,445 6,205
In 1,703 1,713 1,047 1,296
Out (2,281) (1,721) (1,287) (1,531)
Carried forward 6,453 6,445 6,205 5,970

These are the observations from the review of reserves for the 2016/17 budget:

 The general fund balance at 1 April 2016 will be £2.023m. This represents approximately 
17.5% of the Council’s net budget requirement and is considered adequate.

 Transfers to Reserves include an annual contribution of £136k to the Replacement and 
Refurbishment Reserve to assist the Council in maintaining its asset base. 

 All New Homes Bonus Scheme grant received, excluding £286k per annum over the 
period of the Medium Term Financial Plan has been taken to the Investment & Growth 
Reserve, other than amounts approved as one off in year.

 An amount of £970k (2016-17) has been transferred from the council tax reserve to offset 
the collection fund NNDR deficit.

 Transformation expenditure of approx. £1.1m is financed from the Transformation reserve.

 Capital expenditure of approx. £3.5m will be financed from the Investment & Growth 
Reserve. This is an indicative amount only with specific projects being examined for 
inclusion in the capital programme.

In setting the level of General Balances, consideration has been given to the adequacy of 
financial control, the overall financial position, medium-term financial plans and the strategic, 
operational and financial risks facing the Council. 

HRA
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Summary of Reserves is shown below

Housing Revenue Account Reserves Total £000's
Cumulative Working Balance 8,968
Budget 2015-16 (147)

Rollover of capital programme from 2014-15 approved (244)
Forecast outturn variance 391
Forecast balance on the HRA at 31.3.16 8,968
Insurance Reserve 200
Major Repairs Reserve            2,409 
Total HRA  reserves at 31.3.16 11,577

The £2,409k balance shown in the Major Repairs Reserve is in respect of potential timing 
differences in the Affordable Housing Programme (Approx. £12m in the MTFP).

14. Risk, Key Issues, Sensitivity and Monitoring

The Council must set a budget which is a realistic statement of its estimated income and 
expenditure for the coming year, based upon information currently available.  The Council has 
a duty to take into account the demand for its services and the effect on council tax payers of 
meeting those demands at varying levels of services. Given the good management practices 
and sound financial and performance monitoring delivered in the past, the Council has the 
platform and expertise to deliver a balanced budget.   

The following table details the key risks and issues identified and how we intend to treat them.

Risk Likelihood Impact Action
Reduced public sector 
funding from Central 
Government

High High Keep up to date with 
developments and make 
prudent budget assumptions. 

Low income levels from fees 
and charges

Medium Medium Revise spending plans

Continuation of low interest 
rates

High High Market advice and forecasting.  
Mitigation by diversification

Business rates retention 
proposals leave Council 
exposed to economic 
fluctuations and rating appeals

Medium High Monitor developments & set 
aside appropriate reserves and 
provisions to help with potential 
initial pressures and fluctuations

Pension fund deficit Medium Medium Close  links with LCC pension 
fund
Increased contributions 
following triennial review

Additional bad debts as a 
result of economic 
circumstances

Medium Medium Pro-active debt management 
and pre-pay fee policies

Increased maintenance costs 
of ageing physical assets

Medium Medium Asset management plan.  Pro-
active rather than reactive 
maintenance programme

Inflation rises by more than 
budgeted projections

Medium Medium Budget assumptions kept up to 
date with most recent 
projections

Growth plans may require High High Continue to closely monitor and 
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borrowing at some point in the 
future

prioritise the Council's Capital 
Financing Requirement. A 
radical review of the capital 
programme is in progress and 
will be completed in 2015/16.

Compass Point Business 
Services may be unable to 
deliver an effective service 
within the agreed reduced 
contract price.

Low Medium Reviewing Service Level 
Agreements, activity levels and 
service priorities

Garden Waste High High A new one year pilot has been 
introduced in 16-17. A report will 
go to Cabinet in Oct 2016 to 
determine if the scheme will 
continue

Court Income High Low Court income projections are 
considerably increased following 
welfare reforms. However the 
budget has not been increased 
due to concerns over 
collectability of this income. A 
year-end review will be 
undertaken to inform future 
year’s budgets.

Housing Benefit 
Overpayments

High High The level of Housing Benefit 
Overpayments and their 
recoverability needs to be 
monitored closely through the 
year in order to ensure budget 
levels are appropriate. 

Universal Credit  High Medium The implementation of the 
Universal credit may impact on 
the General Fund both in terms 
of running costs for the Benefits 
service and additional demand 
on other council services. This 
will be closely monitored.

Increased risk that liability 
insurance premiums will 
increase

Medium Low Prepare to go to the market 
again if premiums exceed 
market trends.

15. Consultation, Timetable and Links to Other Strategies

The budget was subject to consultation on the website during December & January and 
commentary invited from council tax payers, business rate payers and key stakeholders.

Two enquiries were received from local press agencies and a comment from an ex-parish 
council clerk which was not relevant to the SHDC budget. 

It is important to have clear and agreed timetables for the budget process so that statutory 
requirements are met.  Each year a timetable will be agreed with Corporate Management 
Team prior to the start of the process (i.e. around July each year).

The Council has adopted a corporate risk management strategy and financial risk 
management is integrated into the Council’s overall management and decision making 
processes. This ensures a robust and well integrated risk management programme, which will 
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help the Council to identify and manage key strategic risks facing it, in pursuit of its corporate 
objectives.

A Performance Framework has been developed to manage delivery of the new priorities 
described in the Council’s Corporate Plan. The annual business planning process will run 
alongside the budget setting process to ensure an integrated approach of performance and 
finance.

16. Capital Strategy and General Fund Capital Estimates

General Fund

The Council’s Capital Strategy is shown in Appendix F that focuses on the core principles of 
capital investment.

The existing capital programme (Appendix E) has been amended to reflect revised profiling 
and scheme estimates.

Expenditure in respect of Property acquisition and investments in income generating assets 
(funded from Investment & Growth) have been added to the programme on an indicative basis 
only. This activity will be examined further in conjunction with the Welland Homes business 
plan and business cases developed for approval as appropriate.

As part of the 2016-17 budget process Service Managers were asked to submit new bids for 
essential schemes to be incorporated into the Capital Programme over the next five years. 
Each scheme is supported by a capital bid form, formulated where appropriate after the 
consideration of options. The cash flow implications of all schemes and the impact on revenue 
need careful consideration before new schemes are incorporated within the capital 
programme. The joint preparation of both a capital and revenue budget should ensure a 
sustainable position for the Council. 4 bids were received in year and these were not carried 
forward as they related to building maintenance and will be subject to review when all 
buildings are reviewed as part of the moving forward transformation programme

The current programme includes budget and funding for providing grants for carrying out 
disabled adaptations to properties. With the introduction of the Better Care Fund to deliver 
better outcomes and greater efficiencies through more integrated services for older and 
disabled people involving the NHS and local authorities it is likely that the current system of 
disabled facilities grants will fundamentally change from 2015-16 with pooled budgets being 
introduced. The capital programme continues to recognise these schemes based on the 
current arrangement; however this will need to change once local plans affecting South 
Holland’s residents are drawn up and adopted.

The HRA summary programme is shown in Appendix E and detailed programmes have been 
compiled from asset management data.

The programme includes Affordable Housing new Build and Purchase in order to replace lost 
rent from increase right to buy sales. (£2.3m in 2016/17 and £11.8m during the period of the 
MTFP).

17. Treasury Management Policy and Investment Strategy

The Treasury Management Policy and Investment Strategy (Appendix G) pulls together the 
decisions of capital investment, use of reserves, our cash flow and revenue budgets. 

The Treasury Management Strategy covers two main areas:
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 Capital plans and associated Capital Prudential Indicators

 Treasury management issues including borrowing and investment strategies and 
associated Treasury Prudential Indicators.

No major changes are proposed to the Treasury Management Policy. The investment strategy 
may be updated in the light of the low returns on investments and the opportunities that may 
arise as a result of the proposed new housing development company. It is proposed that the 
temporary delegation for the property investment fund is absorbed as an integral element of 
the budget framework.

Investment income will continue to be generated from cash balances but also from commercial 
loans to Welland Homes. 

Discussions are in progress with the UK Municipal Bonds Agency in respect of potential peer 
to peer lending with a view to increasing investment income and decreasing brokerage fees.
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General Fund Summary Appendix B

Area 2015-16 2016-17 2017-18 2018-19 2019-20
£'000 £'000 £'000 £'000 £'000

Employee Related Expenditure 6,693 6,727 6,523 6,279 6,105
Premises Related Expenditure 927 943 832 787 802
Transport Related Expenditure 814 786 786 786 786
Supplies & Services 3,459 3,113 3,051 3,051 3,051
Drainage Board Levies 2,298 2,298 2,298 2,298 2,298
Parish Precepts 669 691 704 717 730
Third party Payments 2,711 2,639 2,629 2,619 2,609
Transfer Payments 21,829 21,250 21,225 21,210 21,265
Transformation 0 694 273 25 25
Income  (27,228)  (27,083)  (27,192)  (27,245)  (27,561) 
Net Cost of Services 12,172 12,058 11,129 10,527 10,110

Investment & Growth - Revenue contribution to Capital 701 111 120 102 395
Investment & Growth - New Homes Bonus 1,100 1,448 1,457 809 765
Minimum Revenue Provision 254 0 0 0 0
Interest on borrowing 34 0 0 0 0
Contributions to Reserves 136 168 160 160 160
Contributions From Reserves  (1,995)  (2,197)  (721)  (196)  (136) 

Budget Requirement 12,402 11,588 12,145 11,402 11,294

Financing
Council Tax  (3,990)  (4,241)  (4,390)  (4,574)  (4,762) 
Non Domestic Rates - Baseline Income  (3,036)  (3,062)  (3,122)  (3,214)  (3,317) 
Retained Non Domestic Rates Income  (932)  (672)  (792)  (816)  (842) 
Revenue Support Grant (RSG)  (2,381)  (1,666)  (1,072)  (693)  (271) 
Rural Service Delivery Grant  (158)  (128)  (98)  (128) 
Community Right to bid and challenge  (16) 0 0 0 0
New Homes Bonus Grant  (1,362)  (1,734)  (1,743)  (1,095)  (1,051) 
Council Tax Freeze Grant  (47) 0 0 0 0
Spalding Special Expenses (195) (195) (195) (195) (195)
Town & Parish Councils  (640)  (691)  (703)  (716)  (729) 
Collection Fund Deficit/(Surplus) - Non Domestic Rates 272 970 0 0 0
Collection Fund Deficit/(Surplus) - Council Tax  (75)  (140) 0 0 0

Total Financing  (12,402)  (11,588)  (12,145)  (11,402)  (11,294) 
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Appendix B

Housing Revenue Account 2016-17 2017-18 2018-19 2019-20
Estimate Estimate Estimate Estimate
£ 000's £ 000's £ 000's £ 000's

Rent Income - Dwellings (15,233) (15,008) (14,786) (14,566)
Rent Income - Non Dwellings 0 0 0 0
Charges for Services & Facilities (948) (962) (976) (991)
Contributions to Expenditure (68) (68) (68) (68)
Other income (13) (8) (8) (8)
Total Income (16,261) (16,046) (15,838) (15,633)

Repairs & Maintenance 2,726 2,738 2,665 2,635
Supervision & Management 3,586 3,153 3,028 2,809
Service charge costs 1,237 1,250 1,262 1,275
Depreciation (MRA) 1,595 1,595 1,595 1,595
Provision for Doubtful Debts 120 119 124 99
Total Expenditure 9,265 8,855 8,675 8,412

Contribution from Operations (6,997) (7,191) (7,163) (7,221)

Financing charges 2,285 2,235 2,185 2,135
Revenue Contributions (RCCO) 4,712 4,957 4,978 5,086
Housing Subsidy

Net operating (Surplus) / Deficit 0 0 0 (0)
Reserves
Balance - Brought Forward (8,968) (8,968) (8,968) (8,968)
Balance - Carried Forward (8,968) (8,968) (8,968) (8,968)
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Appendix  C

Spalding Special Expenses 2016-17 2015/16 2016/17
2015/16 to 

2016/17
Estimates Estimates Variance

£
Spalding Cemetery 54,160 53,590 (570)
Spalding Allotments 2,500 2,500 0
Playing Fields at:- 0
    Ayscoughfee (excluding gardens) 11,510 10,510 (1,000)
    Halley Stewart 48,400 23,070 (25,330)
    Thames Road 13,480 13,580 100
    Fulney Road 10,320 10,320 0
    Monkshouse Lane 37,710 35,310 (2,400)
Contribution to Voluntary Car Scheme 8,500 8,500 0
Christmas Decorations 13,200 13,600 400
Contrib to mt of churchyard St Mary & St Nicolas Parish Church 750 750 0
Administrative Support 4,000 4,500 500
Bus Shelter maintenance 370 370 0
Contribution to play areas 1,000 1,000 0
Spalding Town Centre Promotion 1,500 1,500 0
Crime prevention 7,700 7,700 0
Chairmans contingency 750 750 0
Contribution to Spalding Special Reserve earmarked capital 2,800 14,180 11,380
Total Expenditure 218,650 201,730 (16,920)

Funding

Total Expenditure 218,650 201,730 (16,920)
0

Estimated share of Council Tax Support Grant (6,650) 0 6,650
Capital reserve (17,000) 0 17,000
Charged 195,000 201,730 6,730
Tax Base 8,443 8,733 290
Band D equivalent 23.10 23.10

Actual Balances

Balance Brought Forward (14-15 outturn) (153,822) (153,822)

Funded From Reserves

Halley Stewart Gates 17,000 0

Contribution to SSE reserve in year 1516  (earmarked Capital Expenditure) (20,300)
Contribution to SSE reserve (2,800) (14,180)
Forecast  reserve carried forward (159,922) (168,002)

Earmarked crime prevention 4,381 4,381
Agreed minimum balance 5% expenditure for contingency 9,750 10,087
Earmarked capital expenditure 65,230 79,410

Balance Carried Forward (80,561) (74,125)
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APPENDIX C
SPALDING SPECIAL EXPENSES ACCOUNT- FIVE YEAR FORECAST

2015-16 2016-17 2017-18 2018-19 2019-20
£ £ £ £ £

Employee Costs 10,020 10,750 11,180 11,630 12,090
Premises Costs 205,320 178,310 181,880 182,050 182,210
Transport Expenses 100 200 200 200 200
Supplies and Services 28,820 29,400 41,700 44,090 46,530
Third party payments 5,700 5,900 5,900 5,900 5,900
Support Services 6,690 6,790 6,810 6,980 7,150
Capital Charges 12,900 12,900 12,900 12,900 12,900
Contribution to reserve 2,800 14,180 0 0 0
Total Expenditure 272,350 258,430 260,570 263,750 266,980
Total Income (53,700) (56,700) (57,830) (58,990) (60,170)
Share of Parish Grant (6,650) 0 0 0 0
NET COST OF SERVICES 212,000 201,730 202,740 204,760 206,810
Use of reserves (17,000)
TO BE RAISED FROM COUNCIL TAX 195,000 201,730 202,740 204,760 206,810

TAXBASE 8,443 8,733 8,777 8,864 8,953

BAND D COUNCIL TAX £ 23.10 23.10 23.10 23.10 23.10

PREVIOUS YEAR COUNCIL TAX £ 23.22 23.10 23.10 23.10 23.10

PERCENTAGE INCREASE (DECREASE) -0.52% 0.00% 0.00% 0.00% 0.00%

5 year Forward Estimates Spalding Special Expenses
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General Fund Reserve Statement - 2015/16 Forecast outturn & 2016/17 estimates Appendix D

Reserve 31/03/2016 IN OUT 31/03/2017 IN OUT 31/03/2018 IN OUT 31/03/2019 IN OUT 31/03/2020
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000

General Fund Working Balance 2,023 - - 2,023 - - 2,023 - - 2,023 - - 2,023

Specific Reserves

Council Tax financing 2,345 8 (1,313) 1,040 0 (326) 714 0 (75) 639 0 0 639
Insurance 220 0 0 220 0 0 220 0 0 220 0 0 220
Transformation 1,017 0 (694) 323 0 (273) 50 0 (25) 25 0 (25) -
Repairs & Renewals 149 136 (200) 85 136 (98) 123 136 (72) 187 136 (87) 236
Investment and Growth 3,300 1,559 (74) 4,785 1,577 (1,024) 5,338 911 (1,115) 5,134 1,160 (1,419) 4,875
Total Specific Reserves 7,031 1,703 (2,281) 6,453 1,713 (1,721) 6,445 1,047 (1,287) 6,205 1,296 (1,531) 5,970

Total General Fund Reserves 9,054 1,703 (2,281) 8,476 1,713 (1,721) 8,468 1,047 (1,287) 8,228 1,296 (1,531) 7,993
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APPENDIX E
GENERAL FUND CAPITAL PROGRAMME 2015/16 TO 2019/20 Anticipated

2015/16 2016/17 2017/18 2018/19 2019/20 2016/17
Scheme Description £001 £000 £000 £000 £000 £000
ICT
Digitalisation 52 307
Commissioning
Environmental Health 83
Democratic Services 57
Community Development 14 46
Asset and Property
Wardentree Lane Industrial Units - re roofing 47
Fleet Road, Holbeach Industrial Unite - re roofing 55
Railway Lane, Sutton Bridge Industrial Units - re roofing 65
Other minor schemes 25

231 0 167 0 0 353

Economic Development
Grant Programme 1,133 54
Growth Fund 316 50 1,000 1,091 1,395 750

1,449 50 1,000 1,091 1,395 804

Housing
Gypsy and Traveller Sites 275 275
Disabled Facilities Grants - Private 325 325 325 325 325 325
Decent Home Grants/Loans 25 75 75 75 75 125
Welland Homes 150 2,051 2,051

775 2,451 400 400 400 2,776

General Fund Programme 2,455 2,501 1,567 1,491 1,795 3,933

Housing Revenue Account
Decent Homes - Component Replacements 4,645 4,046 3,957 3,950 3,921 4,046
Major Area Works 200 290 230 230 230 290
IT / System Works 85 98 50 50 50 98
Aids & Adaptations 466 450 400 400 375 450
Total Dwelling Improvements 5,396 4,884 4,637 4,630 4,576 4,884

Affordable Housing 50 2,295 3,048 3,105 3,335 2,295

HRA Programme 5,446 7,179 7,684 7,735 7,911 7,179

GRAND TOTAL 7,901 9,680 9,251 9,226 9,706 11,112

FUNDING
Borrowing 150 2,051 2,051
 Capital Receipts 837 873 1,300 1,162 1,231 873
Capital Grants and MRR Contributions 1,235 1,995 1,995 1,995 1,995 2,270
Revenue Contributions (RCCO) 5,679 4,761 5,956 6,069 6,480 5,918
Total Funding 7,901 9,680 9,251 9,226 9,706 11,112
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Capital Strategy 2016/17                                             Appendix F

Introduction
The Capital Programme is estimated on a 5 year rolling basis and the council renews its Capital 
Strategy annually to maintain a strong and current link to the Corporate Plan.  

This document focuses on core principles that underpin the capital programme as presented in 
appendix E to the Draft Budget, Medium Term Plan and Capital Strategy report to council.

Core Strategy

From 2016-17 to 2019-20 the Council will invest in the district in order to advance the priorities 
stated within the Corporate Plan. Revenue budget efficiencies have been identified to enable 
the programme and additional funding will be sought at every opportunity. The management 
process has four core principles. 

 Promote Invest to Save projects in all areas & manage the impact of 
investment decisions on revenue budgets. 

 Performance management to be applied to all projects to ensure targets are 
met and projected benefits are realised.

 Continually review processes and ensure effective pre and post project 
appraisal is in place.

 Optimise external capital funding to support and enhance the investment 
programme and assist in meeting the priorities of the council.

Schemes will be considered for inclusion in the Capital Programme based on affordability, value 
for money and deliverable outputs that meet the Corporate Plan and council objectives.  

The Council is required to have regard to the Prudential Code for Capital Finance in Local 
Authorities, to demonstrate that proposals are affordable, sustainable and prudent.

Capital financing from various sources as identified below are also examined annually to ensure 
that performance is in line with the prudential code indicators.

Capital financing sources 

Capital Resource Implications with regards to future funding
Capital Receipt These are generated from disposal of assets

Section 106 – 
Planning 
Obligations

The Council has powers under section 106 of the Town & Country 
planning act 1990 to provide for infrastructure and facilities to support 
the local community. 

External grants and 
contributions

The Council receives Better Care funding to deliver the mandatory 
Disabled Facility Grant programme as an example.

Revenue 
Contributions

Revenue contributions to Capital outlay (RCCO) are an integral part of 
the Capital programme. Efficiency savings built into the Revenue 
Budget are used together with government funding and council tax 
increases to promote growth in the district. 

Balances and 
Reserves

The council holds both general and specific reserves, earmarked to 
support service areas. All reserves have been re-examined and where 
earmarked reserves are no longer required balances have been 
transferred to an appropriate reserve including a new Investment & 
Growth reserve which is primarily available for Capital expenditure 
financing.
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The HRA business plan shows that after funding the capital 
programme, general balances will be maintained. These will generate 
investment income for the HRA. Future investment plans may utilise 
these balances including the Major Repairs Reserve.

Borrowing The Council currently holds £67.456m of Long Term HRA debt 
following the introduction of the HRA Self-Financing scheme in 2012. 

The projected capital programme does not require any additional 
borrowing at this time.

Disposals Policy

The Council’s Asset Management Plan details the approach to asset disposal. As a principle, 
the Council releases funding from under utilised assets. Asset Management is a key component 
in the Council’s efficiency strategy.

Generally the Council seeks to achieve ‘best consideration’ in disposing of assets, via a sale 
subject to competition. In certain circumstances it may be for less than the highest price, 
normally where the disposal will contribute to the improvement of the economic, social or 
environmental well being of the whole or part of the area.

Framework for managing and monitoring performance

The governance framework in place currently includes:

 The Capital Strategy is presented annually, as part of the Medium Term Financial Plan, 
to Council;

 The overall Capital Programme and financing is subject to approval by the Cabinet and 
Council;

 Progress on the Capital Programme and its financing will be reported to Cabinet on a 
quarterly basis;

An option appraisal methodology for proposed new schemes is used, ensuring accordance with 
corporate objectives.

All policies and procedures are subject to review and in 2016/17 additional capital expenditure 
controls are to be introduced to strengthen the quarterly monitoring regime.

Risk assessment

Area Issue
Asset Management 
Strategy

The Council’s Asset Management Strategy supports this Capital 
Strategy. Annual reviews of assets may identify surplus assets 
available to generate capital receipts for future capital investment. 

The HRA Asset Management Strategy has been developed to 
complement the HRA Business Plan by formalising the Council’s 
approach to asset management in respect of its housing stock.

Risk Management Each capital project will have a risk profile, including political, 
economic, legal, organisational and financial risk assessments.
Monitoring and control of exempt input tax is essential for the 
council. Where exempt input tax exceeds the current 5% de- 
minimus limit it is irrecoverable and is charged to the programme. 
Each capital project will be assessed for VAT implications.
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Sustainability and 
Carbon & Waste 
Reduction

A Sustainability Appraisal has been developed from the Local 
Development Framework. Key capital programmes will be 
evaluated against sustainability objectives.

Procurement The purchase of capital assets should be conducted in accordance 
with the Procurement Strategy, ensuring value for money, legality 
and sustainability at all times.

Housing There is increasing pressure with regards to the Council’s statutory 
obligation concerning Disabled Facilities Grants (DFG). 

The sustainability of this needs review in light of the Medium Term 
Financial Plan, the change in funding source to the Better Care 
Fund and potential reductions in grant from Lincolnshire County 
Council.

HRA income from rent is reducing due to additional sales of 
properties under right to buy regulations. Replacement of this 
income is essential to protect the long term financial viability of the 
service.

Invest to save 
schemes and VFM

Whilst there are revenue implications for investing in capital 
schemes, the Council is keen to invest in areas that result in long-
term revenue savings and increased income. Principles of value for 
money (VFM) will be present in all projects as defined in the 
programme bid process.
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Appendix G

Treasury Management Strategy Statement

Minimum Revenue Provision Policy Statement and Annual 
Investment Strategy

South Holland District Council

2016/17
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1.  Introduction

1.1 Background

The Council is required to operate a balanced budget, which broadly means that 
cash raised during the year will meet cash expenditure.  Part of the treasury 
management operation is to ensure that this cash flow is adequately planned, with 
cash being available when it is needed.  Surplus monies are invested in low risk 
counterparties or instruments commensurate with the Council’s low risk policy, 
providing adequate liquidity initially before considering investment return.

The second main function of the treasury management service is the funding of 
the Council’s capital plans.  These capital plans provide a guide to the borrowing 
need of the Council, essentially the longer term cash flow planning to ensure that 
the Council can meet its capital spending obligations.  This management of longer 
term cash may involve arranging long or short term loans, or using longer term 
cash flow surpluses.  On occasion any debt previously drawn may be restructured 
to meet Council risk or cost objectives. 

CIPFA defines treasury management as:

“The management of the local authority’s investments and cash flows, its banking, 
money market and capital market transactions; the effective control of the risks 
associated with those activities; and the pursuit of optimum performance 
consistent with those risks. ”

The Council’s treasury function is undertaken by Compass Point Business 
Services (East Coast) Ltd (CPBS) on behalf of the Council. CPBS is 
responsible for:

 Production of the draft annual treasury management strategy 
 Production of regular treasury management policy reports
 Production of treasury management practices
 Production of budget and budget variations relating to the treasury 

management function
 Production of management information reports
 Provision of adequate treasury management resources and skills, and 

effective division of responsibilities within the treasury management 
function

 Arrangement of the appointment of external service providers.

1.2 Reporting requirements

The Council is required to receive and approve, as a minimum, three main 
reports each year, which incorporate a variety of policies, estimates and 
actuals.  
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Prudential and Treasury Indicators and Treasury Strategy (this report) - 
The first, and most important report covers:

 the capital plans (including prudential indicators);
 a minimum revenue provision (MRP) policy (how residual capital 

expenditure is charged to revenue over time);
 the treasury management strategy (how the investments and borrowings 

are to be organised) including treasury indicators; and 
 an investment strategy (the parameters on how investments are to be 

managed).

A Mid Year Treasury Management Report – This will update members with 
the progress of the capital position, amending prudential indicators as 
necessary, and whether any policies require revision.

An Annual Treasury Report – This provides details of a selection of actual 
prudential and treasury indicators and actual treasury operations compared to 
the estimates within the strategy.

Scrutiny
The above reports are required to be adequately scrutinised before being 
recommended to the Council.  This role is undertaken by the Governance and 
Audit Committee.

1.3 Treasury Management Strategy for 2016/17

The strategy for 2016/17 covers two main areas:

Capital Issues
 the capital plans and the prudential indicators;
 the minimum revenue provision (MRP) policy.

Treasury Management Issues
 the current treasury position;
 treasury indicators which will limit the treasury risk and activities of the 

Council;
 prospects for interest rates;
 the borrowing strategy;
 policy on borrowing in advance of need;
 debt rescheduling;
 the investment strategy;
 creditworthiness policy; and
 policy on use of external service providers.

These elements cover the requirements of the Local Government Act 2003, the 
CIPFA Prudential Code, the Communities and Local Government (CLG) MRP 
Guidance, the CIPFA Treasury Management Code and the CLG Investment 
Guidance.
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1.4 Training

The CIPFA Code requires the responsible officer to ensure that members with 
responsibility for treasury management receive adequate training in treasury 
management.  This especially applies to members responsible for scrutiny.  
Training is arranged as required.
  
The training needs of CPBS treasury management officers are periodically 
reviewed. 

1.5 Treasury management consultants

CPBS uses Capita Asset Services as external treasury management advisors for 
the Council.

The Council recognises that responsibility for treasury management decisions 
remains with the Council at all times and will ensure that undue reliance is not 
placed upon external service providers. 

It also recognises that there is value in employing external providers of treasury 
management services in order to acquire access to specialist skills and 
resources. The Council will ensure that the terms of their appointment and the 
methods by which their value will be assessed are properly agreed and 
documented, and subjected to regular review. 

2. The Capital Prudential Indicators 2016/17 – 2018/19
The Council’s capital expenditure plans are the key driver of treasury 
management activity.  The output of the capital expenditure plans is reflected 
in prudential indicators, which are designed to assist members’ overview and 
confirm capital expenditure plans.

2.1 Capital expenditure

This prudential indicator is a summary of the Council’s capital expenditure 
plans, both those agreed previously, and those forming part of this budget 
cycle.  Members approve capital expenditure forecasts as part of the annual 
Budget report.

Capital 
Expenditure
£’000’s

2014/15
Actual

2015/16
Latest 

Estimate

2016/17
Estimate

2017/18
Estimate

2018/19
Estimate

General Fund 2,863 2,455 3,933 1,567 1,491

HRA 5,815 5,446 7,179 7,684 7,735

Total 8,678 7,901 11,112 9,251 9,226
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The table below summarises the above capital expenditure plans and how 
these plans are being financed by capital or revenue resources.  Any shortfall 
of resources results in a funding need (borrowing). 

Capital Expenditure
£’000’s

2014/15
Actual

2015/16
Latest 

Estimate

2016/17
Estimate

2017/18
Estimate

2018/19
Estimate

General Fund 2,863 2,455 3,933 1,567 1,491
HRA 5,815 5,446 7,179 7,684 7,735
Total Spend 8,678 7,901 11,112 9,251 9,226
Financed by:
Capital receipts 20 837 873 1,300 1,162
Capital grants & 
contributions 913 1,145 725 400 400
Direct Revenue 
Funding /Use of 
Reserves 6,238 5,769 7,463 7,551 7,664
Total Financing 7,171 7,751 9,061 9,251 9,226
Net financing need 
for the year 1,507 150 2,051 0 0

Other long term liabilities - the above financing need excludes other long term 
liabilities, such as Private Financing Initiative (PFI) and leasing arrangements 
which already include borrowing instruments.  

2.2 The Council’s borrowing need (the Capital Financing Requirement)
The second prudential indicator is the Council’s Capital Financing 
Requirement (CFR).  The CFR is simply the total historic outstanding capital 
expenditure which has not yet been paid for from either revenue or capital 
resources.  It is essentially a measure of the Council’s underlying borrowing 
need.  Any capital expenditure above, which has not immediately been paid 
for, will increase the CFR. 
The CFR does not increase indefinitely, as the MRP is a statutory annual 
revenue charge which broadly reduces the borrowing need in line with each 
assets life.
The CFR includes any other long term liabilities (e.g. PFI schemes, finance 
leases).  Whilst these increase the CFR, and therefore the Council’s 
borrowing requirement, these types of scheme include a borrowing facility and 
so the Council is not required to separately borrow for these schemes.  The 
Council currently has no such schemes within the CFR at present.
As part of the formal governance process, the Council approves the CFR 
projections, as follows:
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£’000’s 2014/15
Actual

2015/16
Latest 

Estimate

2016/17
Estimate

2017/18
Estimate

2018/19
Estimate

Capital Financing Requirement
CFR - non HRA 2,211 458 2,509 2,509 2,509
CFR - HRA 69,606 69,606 69,606 69,606 69,606
Total CFR 71,817 70,064 72,115 72,115 72,115
Movement in CFR 1,423 (1,753) 2,051 0 0
Movement in CFR represented by
Net financing need for 
the year (above) 1,507 150 2,051 0 0
Less MRP and other 
financing movements (84) (1,903) 0 0 0
Movement in CFR 1,423 (1,753) (2,051) 0 0

Note the MRP includes finance lease annual principal payments.

2.3 Minimum revenue provision (MRP) policy statement
The Council is required to pay off an element of the accumulated General 
Fund capital spend each year (the CFR) through a revenue charge (the 
minimum revenue provision - MRP), although it is also allowed to undertake 
additional voluntary payments if required (voluntary revenue provision - VRP).  
CLG Regulations have been issued which require the full Council to approve 
an MRP Statement in advance of each year.  A variety of options are 
provided to councils, so long as there is a prudent provision.  
The Council is recommended to approve the following MRP Statement:
For capital expenditure incurred before 1 April 2008 or which in the future will 
be Supported Capital Expenditure, the MRP policy will be:

 Existing practice - MRP will follow the existing practice outlined 
in former CLG regulations (option 1) 

These options provide for an approximate 4% reduction in the borrowing need 
(CFR) each year.
From 1 April 2008 for all unsupported borrowing (including PFI and finance 
leases) the MRP policy will be:

 Asset Life Method – MRP will be based on the estimated life of 
the assets, in accordance with the regulations (this option must be 
applied for any expenditure capitalised under a Capitalisation 
Direction) (option 3)

These options provide for a reduction in the borrowing need over 
approximately the asset’s life. 
There is no requirement on the HRA to make a minimum revenue provision 
but there is a requirement for a charge for depreciation to be made (although 
there are transitional arrangements in place).
Repayments included in finance leases are applied as MRP. 
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Any loans to Welland Homes and South Holland Local Housing Company 
which are classed as capital expenditure will increase the Councils CFR. The 
Council will earmark the repayment of the loans to reduce the CFR and 
therefore will not apply MRP on such loans.

2.4 Core funds and expected investment balances
The application of resources (capital receipts, reserves etc.) to either finance 
capital expenditure or other budget decisions to support the revenue budget 
will have an ongoing impact on investments unless resources are 
supplemented each year from new sources (asset sales etc.).  Detailed below 
are estimates of the year end balances for each resource and anticipated day 
to day cash flow balances.

*Working capital balances shown are estimated year end; these may be 
higher mid year.

2.5 Affordability prudential indicators
The previous sections cover the overall capital and control of borrowing 
prudential indicators, but within this framework, prudential indicators are 
required to assess the affordability of the capital investment plans. These 
provide an indication of the impact of the capital investment plans on the 
Council’s overall finances.  As part of the formal governance process, the 
Council approves the following indicators:

2.6 Ratio of financing costs to net revenue stream.
This indicator identifies the trend in the cost of capital (borrowing and other 
long-term obligation costs net of investment income) against the net revenue 
stream.

2014/15
Actual

2015/16
Estimate

2016/17
Estimate

2017/18
Estimate

2018/19
Estimate

Non-HRA -0.28% 0.50% -1.79% -2.16% -2.62%
HRA 22.83% 22.32% 23.73% 23.97% 24.22%

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

Year End Resources
£’000’s

2014/15

Actual

2015/16
Latest

Estimate

2016/17

Estimate

2017/18

Estimate

2018/19

Estimate
General Fund Balance 2,055 2,023 2,023 2,023 2,023
HRA Working Balance 8,968 11,577 11,577 11,577 11,577
Earmarked Reserves 9,474 7,030 6,917 7,696 8,555
Capital Grants Unapplied 1,522 1,497 1,372 1,297 1,222
Capital receipts 1,907 1,592 1,325 631 74
Total core funds 23,926 23,719 23,214 23,224 23,451
Working capital* 3,878 3,878 3,878 3,878 3,878
Under borrowing (4,348) (2,608) (4,659) (4,659) (4,659)
Expected investments 23,456 24,989 22,433 22,443 22,670
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2.7 Incremental impact of capital investment decisions on the band D 
council tax.

This indicator identifies the revenue costs associated with proposed changes to 
the three year capital programme recommended in this budget report compared 
to the Council’s existing approved commitments and current plans.  The 
assumptions are based on the budget, but will invariably include some estimates, 
such as the level of Government support, which are not published over a three 
year period.

2014/15
Actual

2015/16
Estimate

2016/17
Estimate

2017/18
Estimate

2018/19
Estimate

Council tax - band D -£9.26 £7.92 £0.37 £0.61 £0.87

2.8 Incremental impact of capital investment decisions on housing rent 
levels.

Similar to the council tax calculation, this indicator identifies the trend in the cost of 
proposed changes in the housing capital programme recommended in this budget 
report compared to the Council’s existing commitments and current plans, 
expressed as a discrete impact on weekly rent levels.  

2014/15
Actual

2015/16
Estimate

2016/17
Estimate

2017/18
Estimate

2018/19
Estimate

Weekly housing rent 
levels £0.21 £0.24 £0.00 £0.00 £0.00

This indicator shows the revenue impact on any newly proposed changes, 
although any discrete impact will be constrained by rent controls.  

2.9 HRA Ratios

2014/15
Actual

2015/16
Estimate

2016/17
Estimate

2017/18
Estimate

2018/19
Estimate

HRA debt £m 67 67 67 67 67
HRA revenues £m 17 17 16 16 16
Ratio of debt to 
revenues (%) 401 386 411 416 421

2014/15
Actual

2015/16
Estimate

2016/17
Estimate

2017/18
Estimate

2018/19
Estimate

HRA debt £m 67 67 67 67 67
Number of HRA 
dwellings 3,888 3,879 3,847 3,847 3,850
Debt per dwelling  (£) 17,350 17,390 17,535 17,537 17,521
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3.   Borrowing

The capital expenditure plans set out in Section 2 provide details of the service 
activity of the Council.  The treasury management function ensures that the 
Council’s cash is organised in accordance with the the relevant professional 
codes, so that sufficient cash is available to meet this service activity.  This will 
involve both the organisation of the cash flow and, where capital plans require, the 
organisation of appropriate borrowing facilities.  The strategy covers the relevant 
treasury / prudential indicators, the current and projected debt positions and the 
annual investment strategy.

3.1 Current portfolio position
The Council’s treasury portfolio position at 31 March 2015, with forward 
projections are summarised below. The table shows the actual external debt (the 
treasury management operations), against the underlying capital borrowing need 
(the Capital Financing Requirement - CFR), highlighting any over or under 
borrowing. 

£’000’s 2014/15
Actual

2015/16
Estimate

2016/17
Estimate

2017/18
Estimate

2018/19
Estimate

External Debt
Debt at 1 April 67,493 67,469 67,456 67,456 67,456
Expected change in Debt (3) 0 0 0 0
Other long-term liabilities 
(OLTL) 0 0 0 0 0
Expected change in OLTL (21) (13) 0 0 0
Actual gross debt at 31 
March 

67,469 67,456 67,456 67,456 67,456

The Capital Financing 
Requirement

71,817     70,064 72,115 72,115 72,115

Under / (over) borrowing 4,348 2,608 4,659 4,659 4,659

Within the prudential indicators, there are a number of key indicators to 
ensure that the Council operates its activities within well-defined limits.  One 
of these is that the Council needs to ensure that its gross debt does not, except 
in the short term, exceed the total of the CFR in the preceding year plus the 
estimates of any additional CFR for 2016/17 and the following two financial years. 
This allows some flexibility for limited early borrowing for future years, but 
ensures that borrowing is not undertaken for revenue purposes.     

The Section 151 Officer reports that the Council complied with this prudential 
indicator in the current year and does not envisage difficulties for the future.  
This view takes into account current commitments, existing plans, and the 
proposals in this budget report.
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3.2 Treasury Indicators: limits to borrowing activity
The Operational Boundary.  This is the limit beyond which external debt is 
not normally expected to exceed.  In most cases, this would be a similar figure 
to the CFR, but may be lower or higher depending on the levels of actual debt.
Operational boundary 
£’000’s

2015/16
Estimate

2016/17
Estimate

2017/18
Estimate

2018/19
Estimate

Debt 86,456 86,456 86,456 86,456
Other long term liabilities 1,000 1,000 1,000 1,000
Total 87,456 87,456 87,456 87,456

The Authorised Limit for external debt. A further key prudential indicator 
represents a control on the maximum level of borrowing.  This represents a 
limit beyond which external debt is prohibited, and this limit needs to be set or 
revised by the full Council.  It reflects the level of external debt, which while 
not desired, could be afforded in the short term, but is not sustainable in the 
longer term.  

1. This is the statutory limit determined under section 3 (1) of the Local 
Government Act 2003. The Government retains an option to control 
either the total of all councils’ plans, or those of a specific council, 
although this power has never been exercised.

2. As part of the formal governance process, the Council approves the 
following indicators, as shown below:

Authorised limit £’000’s 2015/16
Estimate

2016/17
Estimate

2017/18
Estimate

2018/19
Estimate

Debt 89,456 89,456 89,456 89,456
Other long term liabilities 1,000 1,000 1,000 1,000
Total 90,456 90,456 90,456 90,456

Separately, the Council is also limited to a maximum HRA CFR through the HRA 
self-financing regime.  This limit is currently:

HRA Debt Limit £’000 2015/16
Estimate

2016/17
Estimate

2017/18
Estimate

2018/19
Estimate

Total 74,701 74,701 74,701 74,701
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3.3. Prospects for interest rates

Capita Asset Services has been appointed as the Council’s treasury advisor 
and part of their service is to assist the Council to formulate a view on interest 
rates. Appendix 1 draws together a number of current City forecasts for short 
term (Bank Rate) and longer fixed interest rates.  The following table gives the 
Capita Asset Services’ central view:

Annual 
Average %

Bank Rate
%

PWLB Borrowing Rates%
(including certainty rate adjustment)

5 year 10 year 25 year 50 year
Mar 2016 0.50 2.00 2.60 3.40 3.20
Jun 2016 0.50 2.10 2.70 3.40 3.20
Sep 2016 0.50 2.20 2.80 3.50 3.30
Dec 2016 0.75 2.30 3.90 3.60 3.40
Mar 2017 0.75 2.40 3.00 3.70 3.50
Jun 2017 1.00 2.50 3.10 3.70 3.60
Sep 2017 1.00 2.60 3.20 3.80 3.70
Dec 2017 1.25 2.70 3.30 3.90 3.80
Mar 2018 1.25 2.80 3.40 4.00 3.90
Jun 2018 1.50 2.90 3.50 4.00 3.90
Sep 2018 1.50 3.00 3.60 4.10 4.00
Dec 2018 1.75 3.10 3.60 4.10 4.00
Mar 2019 1.75 3.20 3.70 4.10 4.00

UK. UK Gross Domestic Product (GDP) growth rates in 2013 of 2.2% and 
2.9% in 2014 were the strongest growth rates of any G7 country; the 2014 
growth rate was also the strongest UK rate since 2006 and although the 2015 
growth rate is likely to be a leading rate in the G7 again, it looks likely to 
disappoint previous forecasts and come in at about 2%. Quarter 1 of 2015 
was weak at +0.4% (+2.9% y/y) though there was a slight increase in quarter 
2 to +0.5% (+2.3% y/y) before weakening again to +0.4% (2.1% y/y) in quarter 
3. The November Bank of England Inflation Report included a forecast for 
growth to remain around 2.5 – 2.7% over the next three years, driven mainly 
by strong consumer demand as the squeeze on the disposable incomes of 
consumers has been reversed by a recovery in wage inflation at the same 
time that Consumer Price Index (CPI) inflation has fallen to, or near to, zero 
since February 2015.  Investment expenditure is also expected to support 
growth. However, since the August Inflation report was issued, most 
worldwide economic statistics have been weak and financial markets have 
been particularly volatile.  The November Inflation Report flagged up particular 
concerns for the potential impact of these factors on the UK.

The Inflation Report was also notably subdued in respect of the forecasts for 
inflation; this was expected to barely get back up to the 2% target within the 2-
3 year time horizon. The increase in the forecast for inflation at the three year 
horizon was the biggest in a decade and at the two year horizon was the 
biggest since February 2013. However, the first round of falls in oil, gas and 
food prices over late 2014 and also in the first half 2015, will fall out of the 12 
month calculation of CPI during late 2015 / early 2016 but a second, more 
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recent round of falls in fuel and commodity prices will delay a significant tick 
up in inflation from around zero: this is now expected to get back to around 
1% by the end of 2016 and not get to near 2% until the second half of 2017, 
though the forecasts in the Report itself were for an even slower rate of 
increase. However, more falls in the price of oil and imports from emerging 
countries in early 2016 will further delay the pick-up in inflation. There is 
therefore considerable uncertainty around how quickly pay and CPI inflation 
will rise in the next few years and this makes it difficult to forecast when the 
MPC will decide to make a start on increasing Bank Rate.  

The weakening of UK GDP growth during 2015 and the deterioration of 
prospects in the international scene, especially for emerging market countries, 
have consequently led to forecasts for when the first increase in Bank Rate 
would occur being pushed back to quarter 4 of 2016. There is downside risk to 
this forecast i.e. it could be pushed further back.  

USA. The American economy made a strong comeback after a weak first 
quarter’s growth at +0.6% (annualised), to grow by no less than 3.9% in 
quarter 2 of 2015, but then pulled back to 2.0% in quarter 3. The run of strong 
monthly increases in nonfarm payrolls figures for growth in employment in 
2015 prepared the way for the Fed. to embark on its long awaited first 
increase in rates of 0.25% at its December meeting.  However, the 
accompanying message with this first increase was that further increases will 
be at a much slower rate, and to a much lower ultimate ceiling, than in 
previous business cycles, mirroring comments by our own MPC.  

EZ. In the Eurozone (EZ), the European Central Bank (ECB) unleashed a 
massive €1.1 trillion programme of quantitative easing in January 2015 to buy 
up high credit quality government and other debt of selected EZ countries. 
This programme of €60bn of monthly purchases started in March 2015 and it 
was intended to run initially to September 2016.  At the ECB’s December 
meeting, this programme was extended to March 2017 but was not increased 
in terms of the amount of monthly purchases.  The ECB also cut its deposit 
facility rate by 10bps from -0.2% to -0.3%.  This programme of monetary 
easing has had a limited positive effect in helping a recovery in consumer and 
business confidence and a start to some improvement in economic growth.  
GDP growth rose to 0.5% in quarter 1 2015 (1.3% y/y) but has then eased 
back to +0.4% (+1.6% y/y) in quarter 2 and to +0.3% (+1.6%) in quarter 3.  
Financial markets were disappointed by the ECB’s lack of more decisive 
action in December and it is likely that it will need to boost its QE programme 
if it is to succeed in significantly improving growth in the EZ and getting 
inflation up from the current level of around zero to its target of 2%.   

Greece.  During July, Greece finally capitulated to EU demands to implement a 
major programme of austerity and is now cooperating fully with EU demands. An 
€86bn third bailout package has since been agreed though it did nothing to 
address the unsupportable size of total debt compared to GDP.  However, huge 
damage has been done to the Greek banking system and economy by the 
resistance of the Syriza Government, elected in January, to EU demands. The 
surprise general election in September gave the Syriza government a mandate to 
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stay in power to implement austerity measures. However, there are major doubts 
as to whether the size of cuts and degree of reforms required can be fully 
implemented and so Greek exit from the euro may only have been delayed by this 
latest bailout.

Portugal and Spain.  The general elections in September and December 
respectively have opened up new areas of political risk where the previous right 
wing reform-focused pro-austerity mainstream political parties have lost their 
majority of seats.  An anti-austerity coalition has won a majority of seats in 
Portugal while the general election in Spain produced a complex result where no 
combination of two main parties is able to form a coalition with a majority of seats. 
It is currently unresolved as to what administrations will result from both these 
situations. This has created nervousness in bond and equity markets for these 
countries which has the potential to spill over and impact on the whole Eurozone 
project.

 Investment returns are likely to remain relatively low during 2016/17 and 
beyond;

 Borrowing interest rates have been highly volatile during 2015 as 
alternating bouts of good and bad news have promoted optimism, and 
then pessimism, in financial markets.  Gilt yields have continued to 
remain at historically phenominally low levels during 2015. The policy of 
avoiding new borrowing by running down spare cash balances, has 
served well over the last few years.  However, this needs to be carefully 
reviewed to avoid incurring higher borrowing costs in later times, when 
authorities will not be able to avoid new borrowing to finance new capital 
expenditure and/or to refinance maturing debt;

 There will remain a cost of carry to any new borrowing which causes an 
increase in investments as this will incur a revenue loss between 
borrowing costs and investment returns.

3.4  Borrowing strategy 

The Council is currently maintaining an under-borrowed position.  This means that 
the capital borrowing need (the Capital Financing Requirement), has not been 
fully funded with loan debt as cash supporting the Council’s reserves, balances 
and cash flow has been used as a temporary measure.  This strategy is prudent 
as investment returns are low and counterparty risk is relatively high.
Against this background and the risks within the economic forecast, caution will be 
adopted with the 2016/17 treasury operations.  The Section 151 Officer will 
monitor interest rates in financial markets and adopt a pragmatic approach to 
changing circumstances:
Discussions are in progress with the UK Municipal Bonds Agency to establish 
links for potential external borrowing as and when it becomes necessary.
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 if it was felt that there was a significant risk of a sharp FALL in long and 
short term rates, e.g. due to a marked increase of risks around relapse 
into recession or of risks of deflation, then long term borrowings will be 
postponed, and potential rescheduling from fixed rate funding into short 
term borrowing will be considered.

 if it was felt that there was a significant risk of a much sharper RISE in 
long and short term rates than that currently forecast perhaps arising 
from an acceleration in the start date and in the rate of increase in central 
rates in the USA and UK, an increase in world economic activity or a 
sudden increase in inflation risks, then the portfolio position will be re-
appraised with the likely action that fixed rate funding will be drawn whilst 
interest rates are still lower than they will be in the next few years.

Any decisions will be reported to the appropriate decision making body at the next 
available opportunity.

Treasury management limits on activity
There are three debt related treasury activity limits.  The purpose of these are 
to restrain the activity of the treasury function within certain limits, thereby 
managing risk and reducing the impact of any adverse movement in interest 
rates.  However, if these are set to be too restrictive they will impair the 
opportunities to reduce costs / improve performance.  The indicators are:

 Upper limits on variable interest rate exposure. This identifies a 
maximum limit for variable interest rates based upon the debt position 
net of investments;

 Upper limits on fixed interest rate exposure.  This is similar to the 
previous indicator and covers a maximum limit on fixed interest rates;

 Maturity structure of borrowing. These gross limits are set to reduce 
the Council’s exposure to large fixed rate sums falling due for 
refinancing, and are required for upper and lower limits.  

As part of the formal governance process, the Council approves the treasury 
indicators as follows:
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£,000’s 2016/17 2017/18 2018/19
Interest rate exposures

Upper Upper Upper
Limits on fixed interest rates 
based on net debt 86,456 86,456 86,456

Limits on variable interest 
rates based on net debt 8,000 8,000 8,000

Limits on fixed interest rates:
 Debt only
 Investments only

 86,456
(35,000)

 86,456
(35,000)

 86,456
(35,000)

Limits on variable interest 
rates:

 Debt only
 Investments only

  8,000
(15,000)

  8,000
(15,000)

  8,000
(15,000)

Maturity structure of fixed interest rate borrowing 2016/17
Lower Upper

Under 12 months 0% 100%
12 months to 2 years 0% 100%
2 years to 5 years 0% 100%
5 years to 10 years 0% 100%
10 years to 20 years 0% 100%
20 years to 30 years 0% 100%
30 years to 40 years 0% 100%
40 years to 50 years 0% 100%
Maturity structure of variable interest rate borrowing 2016/17

Lower Upper
Under 12 months 0% 10%
12 months to 2 years 0% 10%
2 years to 5 years 0% 10%
5 years to 10 years 0% 10%
10 years to 20 years 0% 10%
20 years to 30 years 0% 10%
30 years to 40 years 0% 10%
40 years to 50 years 0% 10%

3.5  Policy on borrowing in advance of need 
The Council will not borrow more than or in advance of its needs, purely in order 
to profit from the investment of the extra sums borrowed. Any decision to borrow 
in advance will be within forward approved Capital Financing Requirement 
estimates, and will be considered carefully to ensure that value for money can be 
demonstrated and that the Council can ensure the security of such funds. 

Risks associated with any borrowing in advance activity will be subject to prior 
appraisal and subsequent reporting through the mid-year or annual reporting 
mechanism. 
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3.6  Debt Rescheduling

As short term borrowing rates will be considerably cheaper than longer term fixed 
interest rates, there may be potential opportunities to generate savings by 
switching from long term debt to short term debt.  However, these savings will 
need to be considered in the light of the current treasury position and the size of 
the cost of debt repayment (premiums incurred). 

The reasons for any rescheduling to take place will include: 
 the generation of cash savings and / or discounted cash flow savings;
 helping to fulfil the treasury strategy;
 enhance the balance of the portfolio (amend the maturity profile and/or the 

balance of volatility).

Consideration will also be given to identify if there is any residual potential for 
making savings by running down investment balances to repay debt prematurely 
as short term rates on investments are likely to be lower than rates paid on 
current debt.  

All rescheduling will be reported to the Cabinet , at the earliest meeting following 
its action.

3.7  Municipal Bonds Agency

It is likely that the Municipal Bond Agency, currently in the process of being set up, 
will be offering loans to local authorities in the near future.  It is also hoped that the 
borrowing rates will be lower than those offered by the Public Works Loan Board 
(PWLB).  This Authority intends to make use of this new source of borrowing as 
and when appropriate.
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4  Annual Investment Strategy

4.1 Introduction: changes to credit rating methodology

The main rating agencies (Fitch, Moody’s and Standard & Poor’s) have, through 
much of the financial crisis, provided some institutions with a ratings “uplift” due to 
implied levels of sovereign support. Commencing in 2015, in response to the 
evolving regulatory regime, all three agencies have begun removing these “uplifts” 
with the timing of the process determined by regulatory progress at the national 
level. The process has been part of a wider reassessment of methodologies by 
each of the rating agencies. In addition to the removal of implied support, new 
methodologies are now taking into account additional factors, such as regulatory 
capital levels. In some cases, these factors have “netted” each other off, to leave 
underlying ratings either unchanged or little changed.  A consequence of these 
new methodologies is that they have also lowered the importance of the (Fitch) 
Support and Viability ratings and have seen the (Moody’s) Financial Strength 
rating withdrawn by the agency. 

In keeping with the agencies’ new methodologies, the rating element of our own 
credit assessment process now focuses solely on the Short and Long Term 
ratings of an institution. While this is the same process that has always been used 
for Standard & Poor’s, this has been a change in the use of Fitch and Moody’s 
ratings. It is important to stress that the other key elements to our process, namely 
the assessment of Rating Watch and Outlook information as well as the Credit 
Default Swap (CDS) overlay have not been changed. 

The evolving regulatory environment, in tandem with the rating agencies’ new 
methodologies also means that sovereign ratings are now of lesser importance in 
the assessment process. Where through the crisis, clients typically assigned the 
highest sovereign rating to their criteria, the new regulatory environment is 
attempting to break the link between sovereign support and domestic financial 
institutions. While this authority understands the changes that have taken place, it 
will continue to specify a minimum sovereign rating of AA-. This is in relation to the 
fact that the underlying domestic and where appropriate, international, economic 
and wider political and social background will still have an influence on the ratings 
of a financial institution.

It is important to stress that these rating agency changes do not reflect any 
changes in the underlying status or credit quality of the institution. They are 
merely reflective of a reassessment of rating agency methodologies in light of 
enacted and future expected changes to the regulatory environment in which 
financial institutions operate. While some banks have received lower credit ratings 
as a result of these changes, this does not mean that they are suddenly less 
credit worthy than they were formerly.  Rather, in the majority of cases, this mainly 
reflects the fact that implied sovereign government support has effectively been 
withdrawn from banks. They are now expected to have sufficiently strong balance 
sheets to be able to withstand foreseeable adverse financial circumstances 
without government support. In fact, in many cases, the balance sheets of banks 
are now much more robust than they were before the 2008 financial crisis when 
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they had higher ratings than now. However, this is not universally applicable, 
leaving some entities with modestly lower ratings than they had through much of 
the “support” phase of the financial crisis. 

4.2 Investment policy

The Council’s investment policy has regard to the CLG’s Guidance on Local 
Government Investments (“the Guidance”) and the revised CIPFA Treasury 
Management in Public Services Code of Practice and Cross Sectoral Guidance 
Notes (“the CIPFA TM Code”).  The Council’s investment priorities will be security 
first, liquidity second, then return.

In accordance with the above guidance from CIPFA , and in order to minimise the 
risk to investments, the Council applies minimum acceptable credit criteria in 
order to generate a list of highly creditworthy counterparties which also enables 
diversification and thus avoidance of concentration risk. The key ratings used to 
monitor counterparties are the Short Term and Long Term ratings.

The Council’s funds are managed by CPBS with reference to a detailed cash flow 
forecast on a daily basis for the current year. Protocols are in place to govern the 
movement of funds within specific limits. 

Ratings will not be the sole determinant of the quality of an institution; it is 
important to continually assess and monitor the financial sector on both a micro 
and macro basis and in relation to the economic and political environments in 
which institutions operate. The assessment will also take account of information 
that reflects the opinion of the markets. To this end the Council will engage with its 
advisors to maintain a monitor on market pricing such as “credit default swaps” 
and overlay that information on top of the credit ratings. 

Other information sources used will include the financial press, share price and 
other such information pertaining to the banking sector in order to establish the 
most robust scrutiny process on the suitability of potential investment 
counterparties.

The intention of the strategy is to provide security of investment and minimisation 
of risk.

Investment instruments identified for use in the financial year are listed in 
Appendix 3 under the ‘specified’ and ‘non-specified’ investments categories. The 
maximum total investments to any individual financial institution or its parent 
group is £5m. There is also a limit of £5m for investments with part-nationalised 
banks.
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4.3 Creditworthiness policy 

This Council applies the creditworthiness service provided by Capita Asset 
Services.  This service employs a sophisticated modelling approach utlilising 
credit ratings from the three main credit rating agencies - Fitch, Moody’s and 
Standard and Poor’s.  The credit ratings of counterparties are supplemented with 
the following overlays: 

 credit watches and credit outlooks from credit rating agencies;
 CDS spreads to give early warning of likely changes in credit ratings;
 sovereign ratings to select counterparties from only the most creditworthy 

countries.

This modelling approach combines credit ratings, credit watches and credit 
outlooks in a weighted scoring system which is then combined with an overlay of 
CDS spreads for which the end product is a series of colour coded bands which 
indicate the relative creditworthiness of counterparties.  These colour codes are 
used by the Council to determine the suggested duration for investments.   The 
Council will therefore use counterparties within the following durational bands: 

 Yellow 5 years
 Dark Pink 5 years for Enhanced money market funds with a credit score 

of 1.25 
 Light Pink 5 years for Enhanced money market funds with a credit score 

of 1.5
 Purple 2 years
 Blue 1 year (only applies to nationalised or semi nationalised UK

Banks)
 Orange 1 year
 Red 6 months
 Green 100 days 
 No colour not to be used 

The Capita Asset Services creditworthiness service uses a wider array of 
information than just primary ratings and by using a risk weighted scoring system, 
does not give undue preponderance to just one agency’s ratings.

Typically the minimum credit ratings criteria the Council use will be a Short Term 
rating (Fitch or equivalents) of F1 and a  Long Term rating of A-.  There may be 
occasions when the counterparty ratings from one rating agency are marginally 
lower than these ratings but may still be used.  In these instances consideration 
will be given to the whole range of ratings available, or other topical market 
information, to support their use.
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All credit ratings will be monitored daily. CPBS is alerted to changes to ratings of 
all three agencies through its use of the Capita Asset Services creditworthiness 
service. 

 if a downgrade results in the counterparty / investment scheme no longer 
meeting the Council’s minimum criteria, its further use as a new investment 
will be withdrawn immediately.

 in addition to the use of credit ratings CPBS will be advised of information 
in movements in CDS spreads against the iTraxx benchmark and other 
market data on a weekly basis. Extreme market movements may result in 
downgrade of an institution or removal from the Council’s lending list.

Sole reliance will not be placed on the use of this external service.  In addition this 
Council will also use market data and market information, information on any 
external support for banks to help support its decision making process.

4.4 Country limits

Due care will be taken to consider the country, group and sector exposure of the 
Council’s investments.

The Council has determined that it will only use approved counterparties from the 
United Kingdom or countries with a minimum sovereign credit rating of AA- from 
Fitch. The list of countries that qualify using this credit criteria as at the date of this 
report are shown in Appendix 4.  This list will be added to, or deducted from, by 
officers should ratings change in accordance with this policy.

4.5 Investment Strategy

In-house funds.  Investments will be made with reference to the core balance 
and cash flow requirements and the outlook for short-term interest rates (i.e. rates 
for investments up to 12 months).   

Investment returns expectations.  Bank Rate is forecast to remain unchanged 
at  0.5% before starting to rise from quarter 2 of 2016. Bank Rate forecasts for 
financial year ends (March) are: 

 2016/ 2017  0.75%
 2017/ 2018  1.25%
 2018/ 2019  1.75%

The suggested budgeted investment earnings rates for returns on investments 
placed for periods up to 100 days during each financial year for the next four 
years are as follows: 

2016/17 0.60%
2017/18 1.25%
2018/19 1.75%

  2019/20 2.25%
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The overall balance of risks to these forecasts is currently to the downside (i.e. 
start of increases in Bank Rate occurs later).  However, should the pace of growth 
quicken and / or forecasts for increases in inflation rise, there could be an upside 
risk.

Investment treasury indicator and limit - total principal funds invested for 
greater than 364 days. These limits are set with regard to the Council’s liquidity 
requirements and to reduce the need for early sale of an investment, and are 
based on the availability of funds after each year-end.

As part of the formal governance process, the Council approves the treasury 
indicator and limit, as follows:

Maximum principal sums invested > 364 days
£’000’s 2016/17 2017/18 2018/19

Principal sums invested 
> 364 days

£m
4,000

£m
4,000

£m
4,000

For its cash flow generated balances, the Council will seek to utilise its business 
reserve instant access and notice accounts, money market funds and short-dated 
deposits (overnight to 100 days) in order to benefit from the compounding of 
interest.  

4.6 Investment Risk Benchmarking
The Council has not adopted any formal benchmarks in this area, as Officers 
believe that decisions on counterparties and maximum investment levels are 
adequate to monitor the current and trend position, and amend the 
operational strategy to manage risk as conditions change.  

4.7   End of year investment report

At the end of the financial year, the Council will report on its investment activity as 
part of its Annual Treasury Report. 
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5   APPENDICES

1. Interest rate forecasts

2. Treasury Management Practice 1 – Credit and Counterparty Risk 
Management

3. Approved countries for investments

4. Treasury management scheme of delegation

5. The treasury management role of the Section 151 Officer
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APPENDIX 1 - Interest Rate Forecasts 2016 - 2019

PWLB rates and forecast shown below take account of the 20 basis point certainty rate reduction effective as of the 1st November 2012.
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APPENDIX 2- Treasury Management Practice (TMP1) – Credit and 
Counterparty Risk Management

SPECIFIED INVESTMENTS: All such investments will be sterling denominated, 
with maturities up to maximum of 1 year, meeting the minimum ‘high’ quality 
criteria where applicable.

Minimum ‘High’ Credit 
Criteria Use

Debt Management Agency Deposit 
Facility N/A In-house

Term deposits – local authorities  N/A In-house

Term deposits – banks and building 
societies 

Minimum colour of 
green on our external 
treasury advisers credit 
rating matrix

In-house

Certificates of deposit issued by banks 
and building societies

Minimum colour of 
green on our external 
treasury advisers credit 
rating matrix

In-house

Treasury Bills UK sovereign rating In-house
Bonds issued by multilateral 
development banks AAA In-house buy and 

hold

Money market funds AAA
In-house (£5m 
limit for cash flow 
purposes)

Term deposits with nationalised banks and banks and building societies 

If forward deposits are to be made, the forward period plus the deal period should 
not exceed one year in aggregate.  

N.B. buy and hold may also include sale at a financial year end and repurchase 
the following day in order to accommodate the requirements of the Accounting 
Code of Practice.

Minimum Credit 
Criteria Use Max of total 

investments
Max. 
maturity 
period

UK  part nationalised 
banks

Minimum colour of 
green on our external 
treasury advisers 
credit rating matrix

In-
house £5m 1 year

Banks part 
nationalised by AAA 
or AA- sovereign 
rating countries – non 
UK

Minimum colour of 
green on our external 
treasury advisers 
credit rating matrix

In-
house £5m 1 year
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Accounting treatment of investments.  The accounting treatment may differ 
from the underlying cash transactions arising from investment decisions made by 
this Council. To ensure that the Council is protected from any adverse revenue 
impact, which may arise from these differences, we will review the accounting 
implications of new transactions before they are undertaken.

NON-SPECIFIED INVESTMENTS: These are any investments which do not 
meet the Specified Investment criteria.  A maximum of £5m will be held in 
aggregate in non-specified investments.

1. Maturities of ANY Period

Minimum Credit 
Criteria Use

Max %  of 
non-specified 
investments

Max. 
maturity 
period

Fixed term deposits with 
variable rate and variable 
maturities: -Structured 
deposits

Sovereign rating  
of AAA or  AA- 
and minimum 
colour of green on 
our external 
treasury advisers 
credit rating matrix

In-house 100% 1 year

UK Government Gilts UK sovereign 
rating

In-house 
buy and 
hold

100% 2 year

Sovereign bond issues 
(other than the UK govt) AAA

In-house 
buy and 
hold

100% 2 year

Bond issuance issued by a 
financial institution which is 
explicitly guaranteed by  
the UK Government  (e.g. 
National Rail) 

UK sovereign 
rating

In-house 
buy and 
hold

100% 2 year

Collateralised deposits 
(see note 1)

UK  Sovereign 
rating In-house 100% 2 year

26
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Collective Investment Schemes structured as Open Ended Investment Companies 
(OEICs): -

Minimum Credit 
Criteria Use

Max %  of 
non-specified 
investments

Max. 
maturity 
period

 1. Government Liquidity
     Funds

Long-term AAA
volatility rating 
MR1+

In-house 100% 5 years

 2. Enhanced Money 
Market Funds with a 
credit score of 1.25

Long-term AAA
volatility rating 
MR1+

In-house 100% 5 years

 3. Enhanced Money 
Market Funds with a 
credit score of 1.50

Long-term AAA
volatility rating 
MR1+

In-house 100% 5 years

4. Bond Funds
Long-term AAA
volatility rating 
MR1+

In-house 100% 5 years

 5. Gilt Funds
Long-term AAA
volatility rating 
MR1+

In-house 100% 5 years

Note 1. as collateralised deposits are backed by collateral of AAA rated local 
authority LOBOs, this investment instrument is regarded as being a AAA rated 
investment as it is equivalent to lending to a local authority.

2.  Maturities in excess of 1 year

Minimum Credit Criteria Use
Max %  or £ 
of non-
specified 
investments

Max. 
maturity 
period

Term deposits – UK 
local authorities N/A In-

house 100% 5 year

Loans to:
Welland Homes 

South Holland Local 
Community Housing 
Company

Owned by South Holland 
DC

In-
house

£4m

£1m

5 year

Term deposits – banks 
and building societies 

Sovereign rating  of AAA 
or  AA- and minimum 
colour of orange on our 
external treasury advisers 
credit rating matrix

In-
house 100% 5 year

Certificates of deposit 
issued by banks and 
building societies 

Sovereign rating  of AAA 
or  AA- and minimum 
colour of orange on our 
external treasury advisers 
credit rating matrix

In-
house 100% 5 year

Bonds issued by 
multilateral 
development banks

AAA In-
house 100% 5 year

27
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Collective Investment Schemes structured as Open Ended Investment Companies (OEICs)

Property Funds: In-
house £5m

The use of property funds can be deemed capital expenditure, and as such will be 
an application (spending) of capital resources.  This Authority will seek guidance 
on the status of any fund it may consider using. Appropriate due diligence will also 
be undertaken before investment of this type is undertaken.

Whilst these are maximum limits, under normal circumstances the Section 151 
Officer will ensure lower limits are maintained. The higher limits are required to 
allow flexibility in the movement of funds if a particular issue or circumstance 
arises e.g. global banking crisis.

The maximum total investment to any individual financial institution or its parent 
group is £5m. 

28
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APPENDIX 3 - Approved countries for investments

AAA                     
 Australia
 Canada
 Denmark
 Germany
 Luxembourg
 Netherlands
 Norway
 Singapore
 Sweden
 Switzerland

AA+
 Finland
 U.K.
 U.S.A.

AA
 Abu Dhabi (UAE)
 France
 Qatar

AA-
 Belgium 

29
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APPENDIX 4 - Treasury management scheme of delegation

(i) Full council
 receiving and reviewing reports on treasury management policies, 

practices and activities
 approval of annual strategy.
 approval of / amendments to the council’s adopted clauses, treasury 

management policy statement and treasury management practices
 budget consideration and approval
 approval of the division of responsibilities as contained in the Financial 

Regulations

(ii) Cabinet and Governance & Audit Committee
 reviewing the treasury management policy and procedures and making 

recommendations to the responsible body.
 receiving and reviewing the annual strategy and making recommendations 

to the responsible body.
 receiving and reviewing regular monitoring reports and acting on 

recommendations.

SCRUTINY AND MONITORING

Council delegates the scrutiny and monitoring of the Treasury Management 
function to the Governance and Audit Committee.  As a minimum they will receive 
a Mid Term Treasury report on investment issues and performance. Training will 
be made available for members of the Governance and Audit Committee to 
ensure they have the necessary skills to undertake this role. Recommendations 
will be reported to Cabinet.

The Governance and Audit Committee will also have access to professional and 
independent advice and support as required in order to undertake this role.

30
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APPENDIX 5 - The treasury management role of the Section 151 Officer and 
deputy

The Section 151 Officer responsibilities are as follows:

 managing the Treasury Management function

 recommending treasury management policies and practice for 
approval, reviewing the same regularly and monitoring compliance

 Ensuring the adequacy of treasury management resources and skills 
are maintained by CPBS

 Receiving and reviewing management information reports from 
CPBS

 Reviewing the performance of the treasury management function

 Informing Elected members

 Submitting regular treasury management reports to Members
 Reviewing the treasury management strategy
 Maintaining an effective internal audit of treasury management and 

liaising with external audit.

Compass Point Business Services (CPBS) is responsible for the 
provision of:

 treasury management strategy statements and practices for approval 
 regular treasury management policy reports
 budget and budget variations
 management information reports
 adequate treasury management resources and skills, and effective division 

of responsibilities within the treasury management function, and;
 arranging the appointment of external treasury management advisors. 

Where the use of particular instant access accounts, notice accounts and 
money market funds has been approved by the Section 151 Officer, CPBS 
treasury officers have delegated authority to withdraw and deposit funds within 
the agreed limits contained in this strategy.
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Appendix H 
FEES AND CHARGES - 2016-17 Estimates

Environmental Health

Activity Policy Proposal 
Licensing The fee will be set locally on cost 

recovery for the service with the 
exception of the statutory set fees 
which are set by central government. 
The authority will have a duty to have 
regard to guidance issued by the 
Secretary of State which outlines the 
issues that should be considered by 
them when setting the fee and what 
activities the fee can and cannot be 
covered within the fee setting 
process.

Fees set to cover costs on fee recovery or 
are set by legislation

Food Safety/ Health and Safety 
Training

SHDC has the responsibility of 
educating the community on food, 
health & safety matters. Fees set to 
cover costs and take into account 
course demand and competitors fees

Fees set to cover costs.

Pollution Control Statutory fees are set
not to make a profit, but to ensure 
businesses are operating legally

Charges in line with policy

Food Safety Discretionary fees to cover costs. 
Voluntary surrender and export fees 
are statutory. Statutory fees are set 
not to make a profit, but to ensure 
businesses are operating legally

Charges in line with policy

Scrap Metal As per the Scrap Metal Dealers Act 
2013.The fee will be set locally by 
each local authority on a cost 
recovery basis, but local authorities 
will have a duty to have regard to 
guidance issued by the Secretary of 
State which outlines the issues that 
should be considered by them when 
setting the fee and what activities the 
fee can cover

Charges in line with policy

Street Traders Roadside trading consent Fees set to cover costs on fee recovery or in 
line with legislation. Charges for new 
traders, renewals and ice cream traders in 
line with policy

Micro Chipping Discretionary fee set to cover costs 
and encourage users of the new 
service 

Charges in line with policy. 
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Environmental Services 

Activity Policy Proposal 
Cemetery Fees (Spalding Special 
Expenses)

Fees are reviewed annually and set 
by the Council, taking into account the 
sensitive nature of this service

Activity & Budgets to be subject to a service 
specific review in 2016-17.

Allotments (Spalding Special 
Expenses)

Charges to be in line with those 
charged in the neighbouring area

Activity & Budgets to be subject to a service 
specific review in 2016-17.

Provision of Markets Fees to be in-line with those charged 
in the neighbouring area

Activity & Budgets to be subject to a service 
specific review in 2016-17.

Car Parking Charges Service to breakeven over a 4 year 
period and make a contribution to the 
Replacement and Refurbishment 
Reserve

Activity & Budgets to be subject to a service 
specific review in 2016-17.

Bus Departure Charges Charges to bus operators only Activity & Budgets to be subject to a service 
specific review in 2016-17.

Excess Charges Fees to be set as a deterrent Activity & Budgets to be subject to a service 
specific review in 2016-17.

Garden Waste Sacks Maximise income without 
encouraging fly tipping

Activity & Budgets to be subject to a service 
specific review in 2016-17.

Bulky Waste Maximise income without 
encouraging fly tipping

Activity & Budgets to be subject to a service 
specific review in 2016-17.

Charges for street scene fines Charges for fines listed for each 
offence  

Set to cover costs. Includes dropping of litter

Garden Waste One year pilot agreed during 2015-16 
Set to cover costs and make a small 
surplus to be reinvested in the project

Fees agreed as per the cabinet report. An 
annual charge of £49 for 24 collections and 
a one off charge initially offered at £15 (for 
delivery, repairs, loan of bin, newsletters and 
offers)

Community Development

Activity Policy Proposal 
Ayscoughfee Gardens
(Tennis, Putting and Bowls) 
(Spalding Special Expenses)

To increase charges in line with 
inflation and review annually

Fees and charges will be increased by 
between 4% and 9% for 2016-17.

Ayscoughfee Hall Museum To cover costs and match competitor 
prices

Existing fees assessed and revised where 
appropriate. New public events to be booked 
on ‘price on application’ basis.

South Holland Centre To meet income targets whilst 
enabling maximum community use of 
the Centre.

Increase in cinema charges (2D Family 
Ticket) by 5%. Activity & Budgets to be 
subject to a service specific review in 2016-
17.

Halley Stewart Playing Field 
(Spalding Special Expenses)

To increase charges in line with 
inflation and review annually

Increased proposed in respect of SUFC.

Castle Field To increase charges in line with 
inflation and review annually

Activity & Budgets to be subject to a service 
specific review in 2016-17.

Monks House Playing Field 
(Spalding Special Expenses)

To increase charges in line with 
inflation and review annually

Activity & Budgets to be subject to a service 
specific review in 2016-17.

Castle Sports Complex and 
Swimming Pool

Review annually with contractor Activity & Budgets to be subject to a service 
specific review in 2016-17.
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Assets and Property

Activity Policy Proposal
Industrial Units A phased  approach to 

increasing fees and 
charges was approved, 
in two lots of 3 years, 
spreading over 6 years 
in total

No change for 2016-17. In line 
with market conditions

Planning and Building Control

Activity Policy Proposal
Land Charges Charge in line with competitors Activity & Budgets to be subject to a 

service specific review in 2016-17.
Building Control Charge based on hourly 

rate to reflect the actual 
cost of each project.

Activity & Budgets to be subject to a 
service specific review in 2016-17.

High Hedges Charge set by Council Activity & Budgets to be subject to a 
service specific review in 2016-17.

Building Control Consultancy These are set by Council, 
at a cost per project as per 
the new fee regulations 
which are based on hourly 
rates, as per CIPFA 
guidance. Charges based 
on amount per m2, in line 
with the market rate 
activity

Activity & Budgets to be subject to a 
service specific review in 2016-17.

Housing

Activity Policy Proposal
General Fund Housing Rents National Rent policy due to be 

mandatory in 2016/17 under the 
Welfare Reform & Work Act.

Change in rents in line with National rent 
policy as applicable to the Housing 
Revenue Account. 
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