To register a question for Public Question Time please email | E O S S ( n d l

your question to democracy@rossendalebc.gov.uk before 9am

Monday 22" February. B O R O U G H C O U I

Meeting of: The Council

Wednesday 24" February 2021 at 6.30pm or at the conclusion of Question Time and Public
Engagement whichever is the later.

*Owing to the social distancing requirements of Covid-19, public meetings which normally
take place in the Council Chamber will be conducted via Zoom.

Join Zoom Meeting (please allow time for set up if accessing for the first time):
https://zoom.us/{/95728023249?pwd=T1c5M3ZjVzNrdFVGdzRuUnRoTXdYUTO09

Meeting ID: 957 2802 3249
Passcode: 479216

Please note that a waiting room will be in place for the Zoom meeting and public will be
admitted to the meeting shortly before 6.30pm.

To join by phone or mobile:

Dial 02034815240 then when prompted enter the ID number followed by # e.g. 95728023249#
When prompted confirm with another # To mute and unmute yourself press *6

(Alternate dial in number: 02039017895)

Supported by: Carolyn Sharples, Committee and Member Services Manager Tel: 01706 252422
Email: democracy@rossendalebc.gov.uk

ITEM Lead Member/Contact Officer

A.

BUSINESS MATTERS

Al. Apologies for Absence

A2. To approve and sign as a correct record the
minutes of 9" December 2020.

A3. Urgent Items of Business
To note any items which the Chair has agreed to
add to the Agenda on the grounds of urgency.

A4, Declarations of Interest

Members are advised to contact the Monitoring
Officer in advance of the meeting to seek advice
on interest issues if necessary.

Members are requested to indicate at this stage,
any items on the agenda in which they intend to

declare an interest. Members are reminded that, in
accordance with the Local Government Act 2000

and the Council’'s Code of Conduct, they must

declare the nature of any personal interest and, if

the interest is prejudicial, withdraw from the
meeting during consideration of the item.

Clare Birtwistle, Monitoring Officer
01706 252438
clarebirtwistle@rossendalebc.gov.uk

The agenda and reports are also available for inspection on the Council’'s website https://www.rossendale.gov.uk/. Other formats
are available on request. Tel 01706 217777 or contact Rossendale Borough Council, Futures Park, Bacup, OL13 OBB
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B. Communications from the Mayor, the Leader or | 1he Mayor, Councillor Ashworth, The
Head of Paid Service Leader, Councillor A.Barnes and Neil
To receive any communications from the Mayor, Shaw, Chief Executive
the Leader, or the Head of the Paid Service that 01706 252447
they may wish to lay before the Council. neilshaw@rossendalebc.gov.uk

C. POLICY AND BUDGET FRAMEWORK ITEMS

Cl. 2021/22 Council Budget and Medium Term
Financial Strategy Councillor Walmsley/ Karen Spencer,
To consider the recommendations of the Cabinet Head of Finance 01706 252465
on 10" February 2021 in respect of the 2021/22 karenspencer@rossendalebc.gov.uk
Council Budget and Medium Term Financial
Strategy

Cc2. Capital Strategy 2021/22 - 2024/25 and Capital
Programme 2021/22 Councillor Walmsley/ Karen Spencer,
To consider the recommendations of the Cabinet Head of Finance 01706 252465
on 10" February 2021 in respect of the Capital karenspencer@rossendalebc.gov.uk
Strategy 2021/22 - 2024/25 and Capital
Programme 2021/22

C3. Treasury Management Strategy & Treasury
Management Practises Councillor Walmsley/ Karen Spencer,
To consider the recommendations of the Cabinet Head of Finance 01706 252465
on 10" February 2021 in respect of the Treasury karenspencer@rossendalebc.gov.uk
Management Strategy & Treasury Management
Practises

D. ORDINARY BUSINESS

D1. Pay Policy Statement Councillor Serridge/Clare Law, HR
To consider the Pay Policy Statement. Manager 01706 252457

clarelaw@rossendalebc.gov.uk

D2. Transfer of CLAW facilities and The Whitaker Councillor Oakes/Adam Allen, Director
To consider the Transfer of CLAW facilities and of Communities 01706 252428
The Whitaker report. adamallen@rossendalebc.gov.uk
A f

Neil Shaw

Chief Executive
Date Published: 16" February 2021
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COUNCILLOR BARBARA ASHWORTH, MAYOR

MINUTES OF: THE COUNCIL OF THE BOROUGH OF ROSSENDALE
DATE OF MEETING: 9t December 2020
PRESENT: The Mayor Councillor Ashworth (in the Chair)

Councillors Adshead, Aldred, A. Barnes, L. Barnes, Bromley,
Cheetham, James Eaton, Janet Eaton, Essex, Fletcher, Gill,
Haslam-Jones, Haworth, Hughes, Johnson, Kempson,
Kenyon, Kostyan, Lythgoe, MacNae, Marriott, Morris, Neal,
Oakes, Powell, Procter, Roberts, Serridge, Stansfield, Steen,
Stevens and Walmsley.

IN ATTENDANCE: Neil Shaw, Chief Executive / Head of Paid Service

Clare Birtwistle, Head of Legal Services / Monitoring Officer
Cath Burns, Director of Economic Development

Adam Allen, Director of Communities

Karen Spencer, Head of Finance / S151 Officer

Carolyn Sharples, Committee and Member Services Manager
Jenni Cook, Committee and Member Services Officer

ALSO IN ATTENDANCE: David McChesney, Parks and Open Spaces Manager

Guy Darragh, Economic Development Manager

2 Public
1. Apologies for Absence
Apologies for absence were received for Councillors Farrington and Pendlebury.
It was noted that Councillors Aldred, L. Barnes and Powell would need to leave the meeting
at 7.50pm owing to a Whitworth Town Council meeting.
2. Minutes
Resolved:
That the minutes of the meeting held on 23rd September 2020 be signed by the Mayor as
a correct record.
3. Urgent Items of Business
There were no urgent items of business.
4. Declarations of Interest
Councillor Steen declared a non-pecuniary interest in Item 13 in that he was a Governor
of Bacup Nursery.
Councillor Marriott declared a non-pecuniary interest in Item 13 in that he was a Governor
of Staghillls Nursery.
5. Communications from the Mayor, the Leader or Head of Paid Service
There were no communications from the Mayor or Head of Paid Service.
NB Councillor Cheetham entered the meeting.

The Leader of the Council provided the following update:



Member Champion: Councillor Procter had been appointed as Member Champion for
Mental Health.

Covid 19 Business Seminar: A seminar for local businesses had been held which provided
information on help and funding, along with an update of the work being carried out by PPU.

Rossendale Connected Conference: This had taken place on 12" November and had
highlighted the Borough’s fantastic community groups and their work.

Community Grants: Information regarding grants available to those self-isolating and
information was available on the Council’s website.

Test and Trace: Environmental Health staff had been working on test and trace and had
reached 70% of those contacts that national test and trace had been unable to reach.

Clean Ups: Clean ups had been taking place across the Borough in areas of high levels of
litter and fly tipping. Members would be informed of future clean-ups.

Ski Rossendale: Ski Rossendale had re-opened over half term with excellent attendance
figures. Ski England had been back in talks with regards to use of the site for training.

Information on NNDR and Test and Trace would be circulated to members.
ORDINARY BUSINESS

Visitor Economy Strategy
The Council considered the Visitor Economy Strategy, which was introduced by the Leader
of the Council/ Portfolio Holder for Economic Development, Alyson Barnes.

In response to questions from members it was confirmed that:
e Data was obtained from STREAM.
e Hotel aspirations were included within the Bacup 2040 vision and the Council were
open to approaches from other providers.

Resolved:
1. To consider and approve the Visitor Economy Strategy for the whole of Rossendale
and accompanying Action Plan.
2. All future minor amendments to the strategy to be delegated to the Director of
Economic Development in consultation with the Portfolio Holder.
3. For Full Council to review the strategy on an annual basis and update on the
progress of the Action Plan.

Reason for Decision
The strategy will deliver 10 years of action to grow the Visitor Economy sector, creating
jobs and increasing the economic impact of the sector.

Alternative Options Considered
None.

Haslingden 2040 Masterplan and National Lottery Heritage Fund Bid

The Council considered the Haslingden 2040 Masterplan and National Lottery Heritage
Fund Bid, which was introduced by the Leader of the Council/ Portfolio Holder for Economic
Development, Councillor Alyson Barnes.



In response to questions from members it was confirmed that:

The plan could attract further external funding into the area.

Board arrangements and Terms of Reference were clarified.

Haslingden assets were noted.

Thanks were noted to the Economic Development Team and Megan Eastwood.

Councillors Serridge, Walmsley and Matrriott requested a named vote.

Members voted as follows:

Name Vote
Cllr Adshead For
CllIr Aldred For
Clir Ashworth For
Clir A. Barnes For
ClIr L. Barnes For
Clir Bromley For
Cllr Cheetham For
Cllr James Eaton For
Cllr Janet Eaton For
ClIr Essex For
Clir Fletcher For
CllIr Gill For
Cllr Haslam-Jones | For
Cllr Haworth For
Cllr Hughes For
Clir Johnson For
Cllr Kempson For
Clir Kenyon For
Cllr Kostyan For
ClIr Lythgoe For
Cllr MacNae For
Clir Marriott For
ClIr Morris For
Cllr Neal For
Cllr Oakes For
Clir Powell For
Clir Procter For
Clir Roberts For
CllIr Serridge For
CllIr Stansfield For
Clir Steen For
CllIr Stevens For
Cllr Walmsley For
For: 33
Against: 0
Abstentions: 0
Resolved:

1. Council approve the Haslingden 2040 Vision and Masterplan.

2. Council approve the ‘Shop Front Design Guide (Haslingden Addendum).’

3. Council approve the £3.4m ‘Deardengate Big Lamp — Shining Light on Haslingden’
proposal.



4. Council to delegate authority to the Director of Economic Development in conjunction
with the Head of Finance and consultation with the portfolio holder, any minor
amendments to the final project prior to implementation.

5. Council to confirm the Environment Cabinet portfolio holder as Chair of the
Haslingden Strategic Board.

6. Council authorise the delegation of decision-making authority and implementation of
the project to the Haslingden Strategic Board.

Reason for Decision

To authorise the 20-year Vision and Masterplan for Haslingden Town Centre as well as the
NLHF bid which will begin the delivery of a programme of works. The NLHF bid will deliver
£3.4m of town centre enhancements if successful for the significant redevelopment of
Haslingden town centre.

Alternative Options Considered
None.

Local Council Tax Support Scheme 2021/22
The Council considered the Local Council Tax Support Scheme 2021/22 report, which was
introduced by the Portfolio Holder for Communities, Councillor Hughes.

In response to questions from members:
e The impact of the pandemic and the burden on local authorities was noted.
e The Leader of the Council would lobby the Government regarding this.

Resolved:
That Full Council approve the Rossendale Local Council Tax Support Scheme for 2021/22
as set out in the report.

Reason for Decision

To retain the existing scheme of council tax support unchanged, with the exception of any
inflationary upgrades to national benefit entitlements. Adoption of the scheme by full council
before 11t March meets the Councils statutory duty.

Alternative Options Considered
None.

Stubbylee & Moorlands Park Green Flag Management Plan
The Council considered the Stubbylee and Moorlands Park Green Flag Management Plan
report, which was introduced by the Portfolio Holder for Environment, Councillor Lythgoe.

In response to questions from members it was confirmed that:
e This was the culmination of over a decade of work and the work of volunteers and
the community was noted.
e People visited Stubbylee from all over the North West.
e Other areas could replicate the model.

NB

Councillor L. Barnes left the meeting.

Resolved:
That Council approves the submission of a Green Flag Award application for Stubbylee and
Moorlands Park 2021.

Reason for Decision
To proceed with the entry for the Green Flag award in January 2021.



Alternative Options Considered

None.
NB  Councillors Aldred, MacNae and Powell left the meeting.
10. Public Meeting Schedule
The Council considered the Public Meeting Schedule.
Resolved:
That Council agree the Public Meeting Schedule containing dates of public meetings for
2021/2022 as detailed at Appendix A.
Reason for Decision
To ensure that the Council can effectively conduct its business.
Alternative Options Considered
None.
NOTICES OF MOTION
11. Notice of motion

Councillor Adshead moved the following motion which was seconded by Councillor
Stevens:

This Council notes:
The publication by Government of the White Paper, ‘Planning for the Future’ on 6 August
2020, which set out proposals on reforms to the planning process for the future.

This Council Further Notes:
The Royal Institute for British Architects view on the negative impact of these proposals on
the delivery of affordable, well-designed and sustainable homes.

This Council is concerned that the proposals seek to:
1. Reduce or remove the right of residents to object to applications near them.
2. Grant automatic rights for developers to build on land identified as ‘for growth’.
3. Remove section 106 payments for infrastructure and affordable housing and replace
them with a consolidated national levy.
4. Abolish the sustainability appraisal and replace the existing tests for the grant of
planning permission with a single test of sustainable development.

This Council Believes:

1. That existing planning procedures, as currently administered by our own team in
Rossendale, allow for local democratic control over future development and give
local people a say in planning proposals that affect them.

2. That proposals for automatic rights to build in ‘growth’ areas risk unregulated growth
and unsustainable communities.

3. That rigorous environmental impact assessment is necessary to protect our
countryside and ecosystems.

This Council resolves to:
1. Take part in any further consultations on the planning proposals and to make
representations against the current proposals as outlined in this motion.
2. Write to and lobby both of our Members of Parliament, urging them to oppose these
proposals and to circulate their replies to members.



3. Highlight its concerns over these proposals with the public, our local residents and
the media.

In response to questions from members:
e Concerns regarding the impact on local democracy were noted.
e Cross-party support was confirmed.

Councillors Marriott, Serridge and Ashworth requested a named vote.

Members voted as follows:

Name Vote
Cllr Adshead For
Cllr Ashworth For
Clir A. Barnes For
Cllr Bromley For
Cllr Cheetham For
Cllr James Eaton For
Cllr Janet Eaton For
ClIr Essex For
CllIr Fletcher For
Clir Gill For
Cllr Haslam-Jones | For
Clir Haworth For
Cllr Hughes For
Cllr Johnson For
Clir Kempson For
Cllr Kenyon For
Cllr Kostyan For
ClIr Lythgoe For
Cllr Marriott For
ClIr Morris For
Cllr Neal For
Cllr Oakes For
CllIr Procter For
ClIr Roberts For
CllIr Serridge For
ClIr Stansfield For
Cllr Steen For
ClIr Stevens For
Clir Walmsley For
For: 29
Against: 0
Abstentions: 0
Resolved:

1. To take part in any further consultations on the planning proposals and to make
representations against the current proposals as outlined in this motion.

2. Write to and lobby both of our Members of Parliament, urging them to oppose these
proposals and to circulate their replies to members.

3. Highlight concerns over these proposals with the public, our local residents and the
media.



12.

Reason for Decision
To support the motion.

Alternative Options Considered
None.

Notice of motion
Councillor Marriott moved the following motion which was seconded by Councillor
Ashworth:

This Council notes that:
Throughout the year fireworks are widely and responsibly enjoyed to mark public and private
celebrations, as well as traditional events.

However, this Council notes a recent and worrying rise in the misuse of fireworks — this
includes impact of the of newer larger multiple firework launchers, the increased availability
of fireworks through online sales and the illegal use of fireworks during anti-social hours.

The Royal Society for the Prevention of Cruelty to Animals (RSPCA) argues the law is
failing. It does not prevent or sufficiently reduce the risk of fireworks causing distress, injury
or anxiety to people, as well as death, injury or distress to animals.

We note that further research is needed to properly understand the impact of noise on
animals and people.

In the meantime, several things can be done to improve the situation for wildlife and people
at risk of being affected by firework explosions.

This Council resolves to:
Write to government and recommend that:

Government work with local authorities, police and fire services to review the systems in
place for people to report concerns about misuse of fireworks, including breaches of the
night-time curfew, use of fireworks in inappropriately small domestic gardens and other
antisocial behaviour, with a view to establishing a consistent approach to data collection
and publication.

Government increase resources available to police, fire services and local authorities to
tackle the misuse of fireworks.

Government conduct a review of online sales of fireworks.

Government take steps to ensure that these age restricted products are not packaged in a
way which is designed to appeal to children.

We recommend the government lead a review, working with animal welfare experts and the
fireworks industry, of the effects of fireworks noise on animal welfare, with a view to setting
a workable reduced maximum decibel limit which would diminish the risks to animal health.

In response to questions from members it was confirmed that:
e Fireworks had caused injuries to animals.
e Councillor Neal would take this matter to the AGM of the Executive of Lancashire
District Councils and NALC.



NB Councillors Morris and Stevens left the meeting.
Resolved:
Write to government and recommend that:

1. Government work with local authorities, police and fire services to review the
systems in place for people to report concerns about misuse of fireworks, including
breaches of the night-time curfew, use of fireworks in inappropriately small domestic
gardens and other antisocial behaviour, with a view to establishing a consistent
approach to data collection and publication.

2. Governmentincrease resources available to police, fire services and local authorities
to tackle the misuse of fireworks.

3. Government conduct a review of online sales of fireworks.

4. Government take steps to ensure that these age restricted products are not
packaged in a way which is designed to appeal to children.

5. We recommend the government lead a review, working with animal welfare experts
and the fireworks industry, of the effects of fireworks noise on animal welfare, with a
view to setting a workable reduced maximum decibel limit which would diminish the
risks to animal health.

Reason for Decision
To support the motion.
Alternative Options Considered
None.

13. Notice of motion

Councillor Serridge moved the following motion which was seconded by Councillor Marriott:

Maintained nursery schools are some of the highest performing education institutions in our
education system. They offer an inclusive ethos and have experience in early intervention
and effective support for children with special educational needs and disabilities.

With more and more children living in poverty, we should support sustainable nursery school
provision in every community, staffed by qualified teachers working alongside qualified
support staff.

The vast majority of Maintained Nursery Schools remained open during the pandemic and
took in children from other settings which were closed. By remaining open to meet the needs
of vulnerable communities they have incurred additional costs and lost vital fee income. As
a result, 64% expect to be in deficit in the current financial year, compared to 33% which
were in deficit at the end of 2019-20.

This Council believes that all early year’s settings need extra funding to pay staff decent
pay and provide quality services to children. However, we also believe that the maintained
nurseries need extra as they have unavoidable additional costs, particularly those that are
required to employ teachers.

Despite their vital role and achievements, however, the future of maintained nursery schools
is in jeopardy because the Government has so far failed to guarantee their funding.

This Council commits to writing to the Chancellor and education ministers to urge them to
replace the temporary arrangements for supplementary funding with a new strand of the
Early Years National Funding Formula for maintained nursery schools.



This must end the historical anomalies of the supplementary funding and provide a fair and
viable national system for funding the distinct role and costs of maintained nursery schools.

In response to questions from members it was confirmed that:
e This was not about pitting maintained nurseries against other providers.
e Previous campaigns regarding nurseries were noted.
e Work with Lancashire County Council was ongoing.

Councillors Hughes, Ashworth and Oakes requested a named vote.

Members voted as follows:

Name Vote
CllIr Adshead For
Cllr Ashworth For
Clir A. Barnes For
Cllr Bromley For
Cllr Cheetham For
Cllr James Eaton For
Cllr Janet Eaton For
ClIr Essex For
CllIr Fletcher For
Clir Gill For
Cllr Haslam-Jones | For
Clir Haworth For
Cllr Hughes For
Cllr Johnson For
Clir Kempson For
Cllr Kenyon For
Cllr Kostyan For
ClIr Lythgoe For
Clir Marriott For
Cllr Neal For
Cllr Oakes For
Clir Procter For
Cllr Roberts For
Cllr Serridge For
ClIr Stansfield For
Cllr Steen For
Clir Walmsley For
For: 27
Against: 0
Abstentions: 0
Resolved:

This Council commits to writing to the Chancellor and education ministers to urge them to
replace the temporary arrangements for supplementary funding with a new strand of the
Early Years National Funding Formula for maintained nursery schools.

Reason for Decision
To support the motion.

Alternative Options Considered
None.



(The meeting commenced at 6.55pm and concluded at 8.25pm)
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Equality Impact Assessment: Required: No Attached: No
Biodiversity Impact Assessment | Required: No Attached: No
Contact Officer: | Karen Spencer Telephone: 01706 252409
Email: karenspencer@rossendalebc.gov.uk

RECOMMENDATIONS
Cabinet recommends Council approve:-
1.1. Arevenue budget for 2021/22 of £8.903m, as detailed in this report.

1.2. A Council Tax increase of 1.99% which equates to a rate for Band D for 2021/22 of
£285.13.

1.3. Use of £606k from the Business Rates Retention reserve to support the 2021/22
revenue budget.

1.4. The proposed fees and charges attached as Appendix 1.

1.5. Thetechnical resolutions necessary to give effect to these budget proposals
attached as Appendix 4.

1.6. The proposed £100k contribution to Rossendale Leisure Trust funded from the
Council’s Covid LA support grant allocation.

2. PURPOSE OF REPORT

2.1  The purpose of the report is to enable the Cabinet to review and recommend to Council the
proposed revenue budget and level of Council Tax for 2021/22, together with implications for
the council’'s Medium Term Financial Strategy. This is an opportunity for Overview &
Scrutiny to identify and comment on any of the Cabinet’s budget proposals.

3. BACKGROUND

3.1  The budget process is a key element of the council’s strategic planning process. It is part of
the service and financial planning approach adopted by the council, is a means of ensuring
that resources are best placed to enable the council to deliver its corporate priorities
expressed in the Corporate Plan.

3.2 Previous budget reports have set out the level of uncertainty associated with any forward
projections with Government funding. This uncertainty remains given the one-year funding
settlement from the Government for 2021/22. During 2020, the Government was expected to
conclude a longer term Comprehensive Spending Review, the Fair Funding Review and the
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review of the Business Rates Retention Scheme, for implementation during 2021/22.
However, due to the Covid pandemic this has been delayed until 2022/23. The outcome of
the reviews has the potential to significantly impact on the council’s future funding.

3.3  For a number of years the council has continued to reduce its net revenue expenditure in
line with its own efficiency agenda and the impact of the Government’s changes to local
government financing over both recent years and the changes proposed for the future. This
has resulted in all borough councils now being reliant on the income they generate from their
own locality, be it from residents, visitors, property, and/or businesses. The graph below
demonstrates how core Government funding for Rossendale has reduced over the period
2013/14 to 2021/22, with Revenue Support Grant ceasing from 2019/20.

Table 1

Reduction in core Government Funding
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3.4 During 2020/21 the Government announced a wide range of funding programmes in
response to the Covid pandemic. This has included financial support for the council which
has partly helped in compensating for lost income. This has had an impact on the 2020/21
revenue budget and is likely to do so for the 2021/22 budget, although the exact scale of
impact is currently unknown.

35 2021/22 Provisional Finance Settlement

The provisional one year only Settlement Funding Assessment for 2021/22 was announced
on 17t December 2020. The key messages arising from the settlement are:

a. Up to 2% maximum annual increase for Council Tax without triggering a local
referendum.

b. Confirmation that the NNDR baseline funding will be the same as 2020/21 (no
inflationary uplift), and previously earned New Homes Bonus.

c. New Homes Bonus payments will be made in 2021/22 for one year only, however
legacy payments will still be made for earlier year allocations.

d. Announcement of a new funding stream for 2021/22 only ‘Lower Tier Services Grant’.

e. ‘Local Council Tax Support grant’ to be provided to authorities in recognition of the
increased costs of providing local council tax support following the pandemic.
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f. ‘Covid-19 Expenditure Pressures Grant’ to cover increased expenditure due to the
pandemic.

g. ‘Local Tax income Guarantee for 2020/21’ the Government will compensate local
authorities for 75% of irrecoverable losses in council tax and business rates income in
respect of 2020-21 as a result of the pandemic.

h. The Lancashire Business Rates Pool is likely to continue in 2021/22.

3.6 The Medium Term Financial Strategy
Taking into account the impact of finance settlement, including an annual increase in Council

Tax of 1.99% per annum, the 2021/22 net budget estimates, resources and future forecasts
are as follows:

Table 2
2020-21 2021-22 2022-23 2023-24 2024-25
£000 £000 £000 £000 £000
Original Budget Estimates 9,006 9,087 9,159 9,418 9,703
Budget Proposals (184) (336) (442) (449)
Budget Estimates 8,903 8,823 8,976 9,254
Estimated Funding:
Council Tax (+1.99%) 5,769 5,811 5,927 6,046 6,167
Council Tax - growth in base 0.5% - - 29 58 174
Collection Fund Surplus - Council Tax 69
Lower Tier Services Grant - 93" - - -
NNDR (Business rate: Base Line Funding) 2,180 2,180" 2,224 2,268 2,313
New Homes Bonus 302 213 42 - -
NNDR Retained / Pooling 686 606 200 200 200
Resources 9,006 8,903 8,422 8,572 8,854
Surplus / (further savings required) (0) (0) (401) (404) (400)
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3.7  Changes in the base budget costs between 2020/21 and 2021/22 are as follows:

Table 3

Forecast Changes £000
2020/21 Base Budget 9,006
Employment Costs (Pay Award & Increments) 188
Contract Inflation 47
Savings/Increased Expenditure (pension additional years) (8)
NET Revenues & Benefits Contract savings (31)
Staff Savings (52)
Increased Rental Income (Futures Park Plot 5 & Plot 1) (196)
Increased Pre-Planning Income (26)
Bus Station Net Cost 43
Empty Homes Scheme 300
Increased Loan Interest 16
Net Interest reduction 60
Change to treatment of MRP (260)
2021/22 Original Budget 9,087

The Minimum Revenue Provision (MRP) movement shown above is a result of a change in
the way it is calculated further detail can be found in section 2.4 of the Treasury
Management Strategy.

3.8  The budget proposals for 2021/22 onwards are set out below:-

Table 4
Budget Proposals 2021-22 2022-23 2023-24 2024-25
£'000 £'000 £'000 £'000
Whitaker Museum - reduction in support post Lottery bid 0 50 50 50
CLAW - Grant / Efficiencies 0 0 50 50
Trade Waste net increased income 10 20 30 30
Bulky Waste proposed fee increase 13 14 18 18
Operations: increased productivity 20 40 60 60
Household Bin Cleaning 0 5 10 10
Garden Waste enhanced service/growth 50 50 50 50
Environmental Health - Fixed Penalty Income 15 15 15 15
Fees and charges: annual increase by at least inf'n of 2% ] 7 14 21 28
Staffing and related savings (Vacancy Savings etc) 109 138 138 138
Increased Commercial Rental Income 0 20 20 20
IT Efficiencies 10 20 30 30
Contingency (50) (50) (50) (50)
Total 184 336 442 449
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3.9

3.10

There are some key and challenging projects above not least: Operations commercial
activity/increased productivity and the staffing and related savings. The above proposals
include a £50k contingency allowance in case of any delays in implementation.

Impact on reserves
As shown in Table 1, after the implementation of the Cabinet proposals there is still a

funding gap. This is shown in the table, below. The table also shows the potential impact on
the unringfenced reserves if no further savings/increased income are found:

Table 5
Use of Reserves if no further savings
implemented 2020-21 2021-22 2022-23 2023-24 2024-25
£000 £000 £000 £000 £000 £000
Funding gap (0) (0)) (401) (404) (400)
Opening
Use of Reserves Balance
Transitional Reserve 780 0 0 401 379 0
General Fund Reserve 1,000 0 0 0 25 400
Reserve Balance 1,780 1,780 1,780 1,379 975 575

The table demonstrates an annual deficit from 2022/23 onwards. In the immediate period
this can be funded through the use of the Transitional reserve and latterly the General Fund
reserve.

The total value of the Transitional Reserve was £1.7m at 315t March 2020. In November
2020 Cabinet approved the use of £950k of this reserve to fund the Empty Homes scheme.
This is factored into the table above. Wherever possible the Empty Homes expenditure will
be capitalised and thus funded from capital receipts or prudential borrowing, this will reduce
the call on the Transitional Reserve.

The General Fund reserve is in reality the Council’s Minimum Working Balance, this is a
requirement of Sections 32 and 43 of the Local Government Finance Act 1992 which
requires local authorities to consider the establishment and maintenance of reserves. These
can be held for three main purposes:

e a working balance to help cushion the impact of uneven cash flows and avoid
unnecessary temporary borrowing — this forms part of general reserves;

e a contingency to cushion the impact of unexpected events or emergencies — this also
forms part of general reserves;

e a means of building up funds, often referred to as earmarked reserves, to meet known
or predicted requirements; earmarked reserves are accounted for separately but
legally remain part of the General Fund.

In support of this requirement, and as part of the development of the budget for 2021/22, an
assessment has been carried out to establish the minimum level of the General Fund
Working Balance for this Council. Based on this assessment it is recommended that the
minimum working balance should remain at £1.0m. At this level it represents circa 3% of the
council’s gross revenue expenditure.

Table 5 demonstrates that if no further savings/efficiencies/income generation schemes are
implemented by the end of 2024/25 the Transitional Reserve will be exhausted and the
General Fund Reserve will have £575k remaining. The figures above do not include any
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4.1.

4.2.

impact that may arise from the 2020/21 close down.

In addition to the above reserves the council also holds a Local Business Rate Retention
reserve. At 31/03/2020 the balance of this reserve was £2,640m. The Business Rate
Collection Fund annual surpluses and deficits along with the Small Business Rate Relief
Section 31 grants, are set aside in this earmarked reserve to smooth peaks and troughs in
the business rate receipts over the life of the forecast. It is estimated that £686k of this
reserve will be used in 2020/21. In addition this report requests the use of £606k in 2021/22.
The forecast also estimates the use of £200k pa of this reserve from 2022/23 to 2024/25.
Further information on reserves can be found in Appendix 2.

Council Tax for 2021/22

Cabinet will make its final recommendation for Full Council to approve on 24" February
2021. Other precepting authorities will announce their Council Tax changes as follows:

Lancashire County Council — 11" February 2021

Lancashire Fire & Rescue — 2" February 2021

Lancashire Police & Crime Commissioner — 111" February 2021
Whitworth Town Council — 28" January 2021

The current Band D Council Tax for 2021/22 and the previous change across Rossendale is
as follows:

* At the time of publication the proposed increase has not yet been approved.

4.3 Council Tax Base

Table 6
2020/21 2021/22
% Band Band

Precepting Body Increase D D Increase %

£ £ £ Share
Rossendale BC 1.99% 279.57 285.13 5.56 14.0%
Lancashire County Council 1.99% 1,277.69 1,305.55 27.86 64.0%
LCC Adult Social Care 2.00% 122.63 150.64 28.01 7.4%
Combined Fire Authority * 1.99% 70.86 72.27 1.41 3.5%
Police & Crime Commissioner * | 7.09% 211.45 226.45 15.00 11.1%
Total (Excl' Whitworth) 3.97% | 1,962.20 2,040.04 77.84 100.0%
Whitworth Parish Council 0.00% 25.81 25.81
Total Whitworth Parish 4.91% 1,988.01 2,065.85

Despite the number of new homes in the borough increasing by 123, the Council Band D
Tax base has decreased by 255 properties - 1.24% to 20,380 Band D equivalents. The
reduction is due to the increase in Local Council Tax Support claimants resulting from the
Covid pandemic.

The Government has announced funding for lost Council Tax income as a result of the
increase in Local Council Tax support claimants, due to Covid. This will be paid directly into
the Collection Fund in 2021/22. Any variation through actual billing will be reflected in the
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Collection Fund. Future estimated increases in the Council Tax have been assumed at 0.5%
c102 Band D equivalents. The Local Plan target is 212 pa (albeit there is no Band D
equivalent published).

4.4  The draft budget book for 2020/21 (based on the above) is included at Appendix 3. The key
assumptions are:

1. Budget estimates:

a. Annual pay award 2% 2021/22 for staff earning below £24k, 2% pa 2022/23
onwards for all staff — (1% for all staff equates to c.£60k, inclusive of on costs).

b. An annual staff vacancy saving of £200k pa — a £50k increase (included in
Cabinet savings proposals) on previous assumptions.

c. Pension costs for future service now at 17.6% of gross pay the cost of which is
fixed for the three-year period of the Lancashire Pension Fund’s Triennial
Review. The Council took advantage of the full three-year prepayment option
in April 2020.

2. Council tax to increase by 1.99% (previously 1.99% in February 2020) with growth in the
tax base of 0.5% pa.

3. The Government’s provisional settlement (December 2020) confirmed the NNDR baseline
funding and New Homes Bonus payment.

4. NNDR:

a. The benefits of the 2021/22 pooling arrangement are forecast to contribute a further
£1m surplus to reserves of which £541k will be used to support 2021/22 expenditure.
This is based on the outcome of previous years and known growth.

b. However, beyond 2021/22 the outlook is extremely uncertain as 2022/23 should see
the introduction of the Government’s own proposals for the 75% retention of business
rates. The MTFS does assume a continued retained gain of £200k pa less than
previous assumptions of £1m. Given the Government’s previous consultation on
business rates retention and the future Fair Funding review, this assumption
continues to have some risk as the 2022/23 and future position could be that all or
some greater proportion of growth, previously gained over the last 5, years will be
taken away from council.

5. New Home Bonus legacy payments ceased being earned in 2018 and ends in 2022/23.

4.5. Fees and charges

The annual budget requires that any changes to the council’s fees and charges be approved
by members. Unless there is commercial justification not to increase fees or an alternative
statutory regulation, the proposal is to increase all fees and charges by the greater of 2% or
CPI. This is an increase of 1% on the amount previously approved by the council. The
November 2020 consumer price index published annual inflation at 0.6%. A full list of fees
(including previous year comparisons) are included at Appendix 1.

5. Bridging the council’s future funding gap

5.1. The council continues to face a funding gap for the future. Therefore the council should
continue to give consideration to:

e The future levels of Council Tax
e Maximising the returns from business rates revenue
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5.2

6.1

6.2

6.3

6.4

6.5

e The council’s ability to support non-statutory activities and partner/community
organisations

The future quality and standard of statutory service provision

Any future efficiencies within services and ensuring support services are appropriate
The council’s ability to exploit new commercial and revenue generating opportunities
Treasury management initiatives and maximising the strength of the council’s balance
sheet resources

e Ensuring any contract renewals are to the best advantage of the council

Section 25 report

As part of the final recommendations to Full Council Section 25 of the Local Government Act
(2003) places a requirement on the Chief Financial Officer of each local authority to advise
councillors during the budget process on “the robustness of the estimates made for the
purposes of the budget calculations and the adequacy of the proposed financial reserves”,
which includes a financial resilience statement. This provision is designed to ensure that
members have information which will support responsible financial management over the
longer term. The full section 25 report can be found at Appendix 2.

RISK

In managing the council’s budget the council is seeking to manage the following larger scale
risks.

Council Tax: In setting the 2021/22 budget members should continue to plan and give due
regard to the continued financial challenges over the medium term. In particular, members
should be aware of the future implications for the council’s financial resources of any council
tax freeze or any increase below the Governments’ referendum trigger of the higher of £5.00
or 2%.

Reserves: Members should note that the budget proposals include the use of £541k from
the Business Rates Retention reserve. The unringfenced reserves are the Transitional and
General Fund reserves. The 2021/22 budgets do not include any reliance on the use of
these reserves. This is however, a one off over the medium term and is mainly as a result of
the Government’s delay in implementing a new national 75% NNDR/Business Rates local
retention scheme. An ongoing reliance on reserves to manage the medium term budget is
unsustainable and this will require the council to seek future savings and income generation
which members will need to support.

Resources: In previous years, financial pressures have been reported namely the impact of
the reduction in the annual value of New Homes Bonus (now c. £213k pa from a previous
peak of c. £1m pa). 2018/19 was the final year for legacy based NHB calculations. However,
the impact of the Fair Funding review and the Business Rates reset now planned for
2021/22 will have an impact on the council’s future resources the size of which is as yet
unknow.

Funding gap: The medium term financial forecast indicates an underlying deficit of
c.£0.40m (subject to the assumptions noted above and before future savings initiatives).
Members must continue to give due consideration as to how they are to bridge this annual
deficit going forward, in order to produce legally balanced budgets for the future.

NNDR arrangements for 2021/22: As a result of the Covid pandemic the Government’s
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6.6

6.7

6.8

6.9

6.10

planned introduction of a new national 75% retention scheme has been further deferred until
2022/23. The arrangements for 2021/22 are therefore the same as 2020/21. The council
remains a member of the Lancashire Business Rates Pool which means the council retains
40% of all business rates income and avoids the direct payment of a 50% levy on any end of
year surplus. This is beneficial for the council’s budget position and the council should
continue to lobby for the retention of this model.

Fair Funding Review: As noted above this was due to be published in time for 2021/22
financing arrangements however due to the Covid pandemic this has been postponed. The
implications for this Council are in the main the impact on our share of Business Rates and
in particular the setting of tariffs and our baseline funding.

Pay: In the Autumn Spending Review the Government announced a one-year pause on
public sector pay increases for staff earning over £24k pa. For 2022/23 and beyond the
assumptions are set at 2% pa (plus increments). The budget also assumes, as in previous
years a saving as a result of natural staff turnover and the vacancy saving this creates. In
previous years this has been set at £150k pa, this year Cabinet are proposing to increase
this to £200k pa. Whilst this is a challenging target, it is achievable and will be closely
monitored.

Empty Homes Scheme: The project continues to have a significant adverse impact on the
council’s financial position. In 2020/21 the council faced several legal claims which have led
to the increased budget requirement. The project team continue to closely monitor the
scheme, manage the project risks and challenge the claims where possible thereby reducing
the scale of the liability, but the scale of this is very limited given the overall scale of both
current works and the nature of the property leases. The Council has included both a
revenue and capital provision in the MTFS until the end of the scheme. The scheme is due
to end in December 2024.

Covid-19: Covid has placed additional challenges on the council’s finances and this is
anticipated to continue into 2021/22. The scale of these are unknown and therefore difficult
to manage. The council is likely to suffer from reduced income from Council Tax, Business
rates and fees and charges. The Government has provided the council with £1.219m in
2020/21 to support continued delivery of services, along with a further £415k promised as
part of the 2021/22 funding settlement. The Government has also stated it will cover 75% of
the council’s irrecoverable Covid losses in respect of Business Rates, Council Tax and Fees
& Charges. In addition the council has received various grants to deliver specific Covid
related services. The scale of future Government Covid funding is largely unknown and if all
additional costs are not covered in 2021/22 this would have an adverse impact on the
budget.

Rossendale Leisure Trust: Covid has had a significant impact on the leisure/culture sector,
severely impacting the Leisure Trusts’ financial position. The Trust has a level of reserves
which has helped cushion the full impact in 2020/21. However, these are now exhausted.
There has been limited Government support for leisure trusts. The Trust has received some
business grants and has bid for financial support from the National Leisure Recovery fund
(although the outcome of this is currently not known). The council is also proposing to
support the Trust with a £100k contribution from the local authority support grant mentioned
above. The full scale of the Trusts’ losses are currently unknown as it is dependent on the
length of the pandemic. The Trust and the council need to continue to work together to
control the losses wherever possible. This is a risk for the council in that it provides the day-
to-day cashflow for the Trust, and also in respect of the ongoing delivery of leisure services
across the borough. It is critical that the Trust remains financially sustainable and financially
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6.11

7.1

7.2

7.3

independent of the council.

Corporate Risk register: The register already includes risks around the MTFS, the County
Council Budget, Covid-19 and the Leisure Trust. Previous assessment resulted in the MTFS
being a “red" risk. In November 2019 the rating was assessed to be “amber”. However, it is
now recommended that members reconsider the suitability of the current risk rating in light of
this current MTFS update and it is proposed to return to “red”.

FINANCE

The key financial matters are dealt with throughout this report. The decision to increase
Council Tax is a Member decision. In making their decision Members should give
consideration of the deficit facing the council over the medium term. Given the council’s
future deficit an increase of 1.99% in Council Tax is strongly recommended by the s.151
officer. Any change to Council Tax below the maximum allowed, has an ongoing and
cumulative negative impact on future year resources.

The council continues to face a funding gap challenge despite the savings and income
generation work already completed this year and in previous years. The council has a
statutory duty to produce annually a balanced budget and it is legally bound to find a solution
to the future funding gap. There are also some higher risk assumptions in the forecast.
Ultimately the use of reserves to balance the funding gap, although legal, is both finite and
financially not a sustainable approach to managing the budget in the long-term.

Given the 2021/22 cost base and the financial gap over the longer term that council needs to
continue develop plans to reduce its net cost base in order to avoid reliance on limited
reserves and to deal with the future resource deficit. The key messages for the medium term
continue to be:

e Council must continue to increase Council Tax in line with the Government’s
maximum thresholds

e Council must give further consideration to either reduce costs or increase revenue

¢ The introduction of the national “75% Business Rates Retention Scheme” as from
2022/23 and the results of the Fair Funding review could materially impact negatively
on the council’s current share of annual business rates

LEGAL

The council must calculate and approve its Council Tax Requirement annually for the
forthcoming financial year in accordance with s32 and s43 of the Local Government Finance
Act 1992 (LGFA 1992). Section 25 of the Local Government Act (2003) also requires the
officer having responsibility for the administration of the council’s financial affairs, to report to
the council on the robustness of the budget estimates and adequacy of financial reserves
when determining its budget requirement under the Local Government Finance Act 1992.
This report discharges this responsibility.

POLICY AND EQUALITIES IMPLICATIONS

The Equality Act (2010) requires the council to have due regard in the exercising of its
functions to eliminate discrimination, advance equality of opportunity and foster good
relations between people who share a relevant protected characteristic and those who do
not share it. Equality impact assessments will be carried out where necessary on any
savings proposal. The duty to inform, consult or involve requires that the council must
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involve communities and those directly affected at the most appropriate and proportionate
level in ‘routine functions, in addition to one-off decisions.” Consultation took place with:

e Cabinet and Management Team - December 2020

e Members - December and January 2021

e Public (via the council’s website) — January 2021

e Overview & Scrutiny - 1 February 2021

10. CONCLUSIONS

The financial position for the council, like all local authorities, is challenging. The council is
proposing to set a revenue budget for 2021/22 of £8.903m.

There are a number of significant risks outside the council’s control which remain a major
concern: Covid, the uncertainty of the Fair Funding Review and the Business Rates scheme
from 2022/23 onwards, also the still unknown impact of Brexit. The council must remain
focused on identifying and delivering further savings and income in order to ensure annual
balanced budgets over the immediate and medium term. It must also ensure that all its
budget resource allocations are directed to the core functions of the council and that the use
of its resources drives the delivery of the council’s Corporate Plan priorities.

Background Papers
Document Place of Inspection
Previous updates to the MTFS Rossendale Borough Council website
Government’s Financial Settlement DCLG website
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Appendix 1

Rossendale

BOROUGH COUNCIL

Rossendale Borough Council

Fees and Charges for 2021/22

Council may from time to time revise fees and charges partway through a financial year



Trade Waste

Trade Waste
Cost per annum one pick up a week
size of bin 2020/21 2021/22
Charge Charge
140ltr £173.90 £173.90
240Itr £294.20 £294.20
500Itr £561.00 £561.00
660Itr £740.70 £740.70
770Itr £886.50 £886.50
1100Itr £996.10 £996.10
Schools/ Charities
Cost per annum one pick up a fortnight
size of bin 2020/21 2021/22
Charge Charge
55 - 140ltr Bin, Bag or Box £75.20 £75.20
240Itr £127.20 £127.20
500lItr £242.10 £242.10
660Itr £319.40 £319.40
770ltr £382.50 £382.50
1100ltr £429.00 £429.00
Trade Recycling
Cost per annum - fornightly collection
size of bin 2020/21 2021/22
Charge Charge
55 - 140ltr Bin, Bag or Box £35.30 £35.30
240Itr £60.90 £60.90
500Itr £116.10 £116.10
660Itr £152.60 £152.60
770ltr £182.60 £182.60
1100ltr £204.70 £204.70
Sacks etc
2020/21 2021/22
Charge Charge
Grey Sacks (includes VAT) (50 pack) £120.00 £123.30
Blue Sacks (50 pack) £35.40 £36.40
Aqua Sacks (50 pack) £35.40 £36.40




Bulky Collections

Bulky Collection Charges

1 item (furniture and electrical items)

2 items (furniture and electrical items)
3 items (furniture and electrical items)
4 items (furniture and electrical items)
5 items (furniture and electrical items)
6 items (furniture and electrical items)
7 items (furniture and electrical items)
8 items (furniture and electrical items)
9 items (furniture and electrical items)
10 items (furniture and electrical items)

2020/21

£14.20
£20.40
£26.50
£32.60
£38.70
£44.80
£50.90
£57.00
£63.10
£69.20

2021/22

£15.50
£22.50
£29.50
£36.50
£43.50
£50.50
£57.50
£64.50
£71.50
£78.50

Price per additional item

£6.10 per item thereafter

£7.00 per item thereafter

2020/21 2020/21

Bins & Sacks

Green Bins £28.60 £29.50
2020/21 2020/21

Garden Waste (yearly fee) £35.00 £40.00

No charges for the following Bins
Blue - Glass, Cans & Plastics
Grey - Paper & Cardboard




Parks and Playing Fields

2020/21 2021/22
Letting of Sites (Per Day)
Moorlands Park £201.40 205.40
Stubbylee Park £201.40 205.40
Victoria Park £201.40 205.40
Maden Recreation Ground £201.40 205.40
New Hall Hey Bacup Cricket Ground - Property Services £201.40 205.40
Fairview £201.40 205.40
All Other Playing Fields £102.90 105.00
Parks and Playing Fields

2020/21 2021/22
Allotments
Tenancy agreement £22.90 23.36
pr 100 sg. m. £32.90 33.56
Sale of Logs and Woodchip
Car / Small van £11.00 11.22
Large Van £21.90 22.34
with trailer add £11.00 11.22
Memorials / Dedications
Trees
Standard option £196.00 199.92

Own selected species

Benches
Standard
Ornate

Price on Application

£818.00
£996.30

834.36
1,016.23




Cemeteries

Purchase of right of burial in numbered grave space

Purchase of right of burial in numbered grave space (outside of the

Borough)
Transfer of Grant

Right to fix a headstone or monument
Headstone

Inscriptions

Vase / Plinth and Tablets

Interments

Earth Grave & Grave Dressing (resident of the Borough)
Earth Grave & Grave Dressing (non resident of the Borough)
Vault — Constructions costs + 5% (+ VAT)

Vault — Interments

Vault — Interments (non resident of the Borough)

Interment of Ashes

Interment of ashes (non resident of the borough)

Scattering of Ashes

Bricking of grave to coffin height (additional fee)

Ashes Chambers (Rawtenstall, Bacup & Haslingden)
Purchase of Exclusive Right of Burial in Chamber
Interment of ashes in chamber

Miscellaneous Charges

Copy of Regulations and Charges
Search Fee

Duplicate Grave Deed

Use of Chapel

Garden of Remembrance / Whitworth
Reserving Space

Interment of Ashes

Headstone in above.

Supply of Engraved Plaque (excluding VAT)

Supply of Memorial Tree

New Bench including Plaque

2020-21
Charges

£1,044.30

£1,240.70
£61.50

£190.00
£51.10
£87.50

£842.10
£1,031.50
£1,031.50
£855.70
£935.50
£198.10
£212.80
£39.00
£172.00

£650.60
£228.30

£6.70
£34.50
£58.30
£142.80

£30.10
£45.40
£53.60
£138.60

£341.90

£1,005.80

2021-22
Charges

£1,065.20

£1,265.50
£62.70

£193.80
£52.10
£89.30

£858.90
£1,052.10
£1,052.10
£872.80
£954.20
£202.10
£217.10
£39.80
£175.40

£663.60
£232.90

£6.80
£35.20
£59.50
£145.70

£30.70
£46.30
£54.70
£141.40

£348.70

£1,025.90




Environmental Health

Item

2020/21 Charge

2021/22 Charge

Food Safety
Export Certificate

Re-inspections of business operators for food hygeine rating
Private water supplies - Risk Assessment

Private water supplies - Sampling

Private water supplies - Investigation

Private water supplies - Granting Authorisation

Private water supplies - Analysing a sample under Regulation 10

Private water supplies - Analysing a check monitoring sample

Private water supplies - Analysing an audit monitoring sample

£53.60

£146.00

£40.00 per hour or any part
there of, plus £10 per
invoiced Household

£40.00 per hour or any part
there of

£40.00 per hour or any part
there of

£40.00 per hour or any part
there of

Laboratory Charges plus
£40.00 per hour

Laboratory Charges plus
£40.00 per hour

Laboratory Charges plus
£40.00 per hour

£54.70

£148.90

£41.10 per hour or any
part there of, plus £10 per
invoiced Household

£41.10 per hour or any
part there of

£41.10 per hour or any
part there of

£41.10 per hour or any
part there of

Laboratory Charges plus
£41.10 per hour

Laboratory Charges plus
£41.10 per hour

Laboratory Charges plus
£41.10 per hour

Health & Safety

Skin Piercing - premises

Skin Piercing - persons

Factual report to solicitors / injured person

£142.40
£142.40
£203.80

£145.20
£145.20
£207.90

Environmental Health

Iltem

2020/21 Charge

2020/21 Charge

Pollution Health & Housing
LAPC & LAPPC Fees

Environmental Information Regulation enquires

List of permitted processes

Enquires related to public register of permitted processes

Contaminated Land Enquires

Any Default works

UK House inspections
HMO License

As Prescribed

£87.50 per hour
(minimum 1 hour)

£53.60

£87.50 per hour
(minimum 1 hour)

£87.50 (1st hour), £43.40
(per additional half hour)

Hourly rate of officer
involved + 16.30% of
external works costs (min
£15 and max £500 per
household)

£108.40

Part
Part B
£279.50
Renewal
Part A £700.70
Part B £279.50

New Application
A £719.70

As Prescribed

£89.90 per hour
(minimum 1 hour)

£54.70

£89.90 per hour
(minimum 1 hour)

£89.90 (1st hour), £44.60
per additional half hour)

Hourly rate of officer
involved + 16.30% of
external works costs
(min £15 and max £500
per household)

£110.60

New Application
Part A £719.70
Part B £279.50

Renewal
Part A £700.70
Part B £279.50




Housing Act 2004 Notices not including Variations and
Revocations

Housing Act 2004 Revocation or Variation of Notice

The Smoke and Carbon Monoxide Alarm (England) Regulations
2016 Penalty Charge (not exceeding £5000) Reg 8

Scrap Metal
Dealers 3 year Licence

Mobile Collections 3 year Licence
Variations
Replacement licences

Up to Statutory Maximum
of £500

Officer Time at £40.00 per
hour

First offence £2,500
(reduced to £1,250 if paid
early).

Second offence £5,000
(reduced to £2,500 if paid
early).

Any other offence £5,000
with no reductions.

£379.40
£271.00
£54.10
£43.40

Up to Statutory
Maximum of £500

Officer Time at £41.10 per
hour

First offence £2,500
(reduced to £1,250 if paid
early).

Second offence £5,000
(reduced to £2,500 if paid
early).

Any other offence £5,000
with no reductions.

£387.00
£276.40
£55.20
£44.30




Animal Welfare

Item

Keeping or Training Animals for exhibition
Selling animals as Pets

Doggy Day Care

Hiring out Horses

Dog Breeding

Dog Breeding

Boarding for cats

Boarding dogs in kennels

Home Boarders (Single Dwelling)

Arranging boarding/day care where agent not
Additional fee for every 1 host

Arranging boarding/day care where Host has to
Add additional e{ctivity to existing licence
Licence issue (copy licence or following
Apheél Fee

Re-score Request

Missed vet or inspector appointment fee

Zoo Licence

Dangerous Wild Animals Licence

Application | Licence Fee 2020/21 2021/22 NOTES
Fee Charge Charge
£116.00 £264.00 £380.00 £380.00
£116.00 £264.00 £380.00 £380.00
£116.00 £264.00 £380.00 £380.00
£148.00 £271.00 £419.00 £419.00|Additional vet fees apply and charged separately prior to issue of licence
£148.00 £271.00 £419.00 £419.00|Additional vet fees apply and charged separately prior to issue of licence
£176.00 £285.00 £461.00 £461.00|Additional vet fees apply and charged separately prior to issue of licence
£116.00 £264.00 £380.00 £380.00
£116.00 £264.00 £380.00 £380.00
£106.00 £278.00 £384.00 £384.00
£240.00 £278.00 £518.00 £518.00
£53.00 £29.00 £82.00 £82.00
£293.00 £278.00 £571.00 £571.00
£85.00 £85.00 £85.00
£13.00 £13.00 £13.00
£79.00 £79.00 £79.00|£43 refunded if appeal results in a higher star rating
£60.00 £60.00 £60.00
£50.00 £50.00 £50.00|Where appointment arranged but inspection cannot be undertaken for any reason
£179.00 £179.00 £358.00 £358.00|Additional vet fees apply and charged separately prior to issue of licence
£75.00 £74.00 £149.00 £149.00|Additional vet fees apply and charged separately prior to issue of licence




Taxi Licensing

Hackney Carriage Driver Licence (Renewal)
Hackney Carriage Driver New Licence
Hackney Carriage Vehicle Licences

Hackney Carriage Vehicle License (Renewal)
Private Hire Vehicle Licence

Private Hire Vehicle Licence (Renewal)
Private Hire Driver Licence

Private Hire New Driver License

Private Hire Operators License

Private Hire Operators License (Renewal)

Re-booking Fee
Basic Skills Assessment / Policy Knowledge Test

2020-21 2021-22

Charges Charges
185.00 185.00
185.00 185.00
140.00 140.00
140.00 140.00
140.00 140.00
140.00 140.00
185.00 185.00
185.00 185.00
300.00 300.00
300.00 300.00
35.00 35.00
70.00 70.00




Gambling Act Licences

Activity 2020-21 Charge| |2021-22 Charge
Bingo Hall — New Licence 1,885.00 1,885.00
Bingo Hall — Non Fast Track 1,540.00 1,540.00
Bingo Hall — Fast Track 274.00 274.00
Bingo Hall — Annual Fee 1,000.00 1,000.00
Bingo Hall — Variations 631.00 631.00
Bingo Hall — Reinstatement of Licence 1,110.00 1,110.00
Bingo Hall — Provisional statement 1,133.00 1,133.00
Bingo Hall — Transfer 567.00 567.00
Betting Shop — New Application 1,681.00 1,681.00
Betting Shop — Non Fast Track 1,485.00 1,485.00
Betting Shop — Fast Track 300.00 300.00
Betting Shop — Annual Fee 600.00 600.00
Betting Shop — Variations 631.00 631.00
Betting Shop — Reinstatement 1,100.00 1,100.00
Betting Shop — Provisional Statement 1,133.00 1,133.00
Betting Shop — Transfer 567.00 567.00
Adult Gaming Centre — New Application 1,335.00 1,335.00
Adult Gaming Centre — Non Fast Track 1,000.00 1,000.00
Adult Gaming Centre — Fast Track 274.00 274.00
Adult Gaming Centre — Annual Fee 1,000.00 1,000.00
Adult Gaming Centre — Variations 631.00 631.00
Adult Gaming Centre — reinstatement of licence 1,110.00 1,110.00
Adult Gaming Centre — provisional licence 1,133.00 1,133.00
Adult Gaming Centre — transfer 567.00 567.00
Family Entertainment Centre — New Application 1,327.00 1,327.00
Family Entertainment Centre — Non Fast Track 1,000.00 1,000.00
Family Entertainment Centre — Fast Track 300.00 300.00
Family Entertainment Centre — Annual Fee 750.00 750.00
Family Entertainment Centre — Variations 750.00 750.00
Family Entertainment Centre — reinstatement of licencer 950.00 950.00
Family Entertainment Centre — provisional statement 1,133.00 1,133.00
Family Entertainment Centre — Transfer 567.00 567.00




Premises Liguor Licences Rateable Value Band
Rateable < £4,300 A
The cost premises licences are determined in £4,300 to £33,000 B
accordance with the Licensing Act 2003 and the £33,001 to £87,000 C
regulations made therein. Local Authorities have no £87,001 to £125,000 D
discretion in this matter. £125,001 and above E
License Description 2020/21 Charge | | 2021-22 Charge
Premises Licence - Alcohol Band A New 100.00 100.00
Premises Licence - Alcohol Band B New 190.00 190.00
Premises Licence - Alcohol Band C New 315.00 315.00
Premises Licence - Alcohol Band D New 450.00 450.00
Premises Licence - Alcohol Band E New 635.00 635.00
Premises Licence - NO Alcohol Band A New 100.00 100.00
Premises Licence - NO Alcohol Band B New 190.00 190.00
Premises Licence - NO Alcohol Band C New 315.00 315.00
Premises Licence - NO Alcohol Band D New 450.00 450.00
Premises Licence - NO Alcohol Band E New 635.00 635.00
Club Premiese Certificate - Alcohol Band A New 100.00 100.00
Club Premiese Certificate - Alcohol Band B New 190.00 190.00
Club Premiese Certificate - Alcohol Band C New 315.00 315.00
Club Premiese Certificate - Alcohol Band D New 450.00 450.00
Club Premiese Certificate - Alcohol Band E New 635.00 635.00
Club Premiese Certificate - NO - Alcohol Band A New 100.00 100.00
Club Premiese Certificate - NO - Alcohol Band B New 190.00 190.00
Club Premiese Certificate - NO - Alcohol Band C New 315.00 315.00
Club Premiese Certificate - NO - Alcohol Band D New 450.00 450.00
Club Premiese Certificate - NO - Alcohol Band E New 635.00 635.00
Premises Licence - Alcohol Band A Annual Fee 70.00 70.00
Premises Licence - Alcohol Band B Annual Fee 180.00 180.00
Premises Licence - Alcohol Band C Annual Fee 295.00 295.00
Premises Licence - Alcohol Band D Annual Fee 320.00 320.00
Premises Licence - Alcohol Band E Annual Fee
Premises Licence - NO Alcohol Band A Annual Fee 70.00 70.00
Premises Licence - NO Alcohol Band B Annual Fee 180.00 180.00
Premises Licence - NO Alcohol Band C Annual Fee 295.00 295.00
Premises Licence - NO Alcohol Band D Annual Fee 320.00 320.00
Premises Licence - NO Alcohol Band E Annual Fee 350.00 350.00
Copy premises license or summary Section 25 10.50 10.50
Provisional Statement Sectio 29 315.00 315.00
Notification of Change of Name or address - premise Section 33 10.50 10.50
license
Variation of DPS Section 37 23.00 23.00
Transfer Premises License Section 42 23.00 23.00
Interim Authoirty Notice Section 47 23.00 23.00
Copy club premises certificate or summary Section 79 10.50 10.50
Notification of Change of Name or alteration of rules Section 82 10.50 10.50
Change of registered address of club Section 83 10.50 10.50
Temporary Event Notice Section 100 21.00 21.00
Copy Temporary Event Notice Section 100 10.50 10.50
Personal Licence New 37.00 37.00
Personal Licence Renewal 37.00 37.00
Copy personal license Section 126 10.50 10.50
Notification of change of name or address - personal Section 127 10.50 10.50
license
Notification of interest Section 178 21.00 21.00




Street Trading

Licence Details i 2021-22
Charge Charge
Street Trading Consent - 12 mth consent New 76.50 78.00
Street Trading Consent - 12 mth consent New 280.00 285.60
Street Trading Consent - 12 mth consent Renewal 356.00 363.10
Street Trading Consent - 14 day consent New 76.50 78.00
Variation of Street Trading Consent Variation 0.00 0.00
Change of personal details 0.00 e
Change in employee details 0.00 L
Copy of street trading consent 0.00 —
Second Hand Goods Dealers Fees
Licence Details AP VRl
Charge Charge
Second hand Goods Dealer Registration Registration 76.50 78.00
Copy registration certificate Copy 0.00 0.00
Other
Licence Details 2020-21 2021-22
Charge Charge
Sex Shop New 1,780.00 1,815.60

Notes

Application Fee. A further £275 will be charged
for issue of consent (below)

Issue fee

Fee is not payable if the consent is a community
event (as determined by the licencing manager)



Planning Applications

The planning application costs are determined in accordance with the Town and Country

Planning Regulations 2012. Local Authorities have

no discretion in this matter.

All Outline Applications 2020-21 Charges 20% fixing 2021-22 Charges 20% fixing
broken Hsg Mrkt broken Hsg Mrkt
element element
Site Area Not more than 2.5 hectares £462 per 0.1 hectare £77 £462 per 0.1 hectare £77
Site Area up to a maximum fee of £150,000 More than 2.5 hectares £11,432 + £138 per £1905 + £23 £11,432 + £138 per £1905 + £23
0.1 hectare 0.1 hectare
Householder Applications 2020-21 Charges 20% fixing 2021-22 Charges 20% fixing
broken Hsg Mrkt broken Hsg Mrkt
element element
Alterations/extensions to a single dwelling, Single dwelling (excluding flats) £206 £34 £206 £34
including works within boundary
Full Applications (and First Submissions of Reserved Matters) 2020-21 Charges 20% fixing 2021-22 Charges 20% fixing
broken Hsg Mrkt broken Hsg Mrkt
element element
Erection of dwellings
Permission in Principle £402 for each 0.1 £402 for each 0.1
hectare hectare
Alterations/extensions to two or more Two or more dwellings (or one or £407 £68 £407 £68
dwellings, including works within boundaries | more flats)
New dwellings (up to and including 50) New dwellings (not more than 50) £462 per dwelling £77 £462 per dwelling £77
New dwellings (for more than 50) up to a New dwellings (more than 50) £22,859 + £138 per £3810 + £23 £22,859 + £138 per £3810 + £23
maximum fee of £300,000 additional dwelling additional dwelling
Erection of buildings (not dwellings, agricultural, glasshouses, plant nor machinery):
Increase of floor space No increase in gross floor space or £234 £39 £234 £39
no more than 40m?
Increase of floor space More than 40m? but no more than £462 £77 £462 £77
75m?
Increase of floor space More than 75m? but no more than £462 for each 75m? £77 £462 for each 75m? £77
3,750m? or part thereof or part thereof
Increase of floor space More than 3,750m? £22,859 + £138 for £3810 + £23 £22,859 + £138 for £3810 + £23
each additional 75m? each additional 75m?
in excess of 3750 m? in excess of 3750 n?
to a maximum of to a maximum of
£300,000 £300,000
The erection of buildings (on land used for agriculture for agricultural purposes)
Site area Not more than 465m? £96 £16 £96 £16
Site area More than 465m? but not more than £462 £77 £462 £77
540m?
Site area More than 540m? but not more than £462 for first 540m? £77 + £77 £462 for first 540m? £77 + £77
4,215m? + £462 for each + £462 for each
75m? (or part 75m2 (or part
Site area More than 4,215m? £22,859 + £138 for £3810 + £23 £22,859 + £138 for £3810 + £23
each 75m? (or part each 75m? (or part
thereof) in excess of thereof) in excess of
4,215mP up to a 4,215m? up to a
maximum of maximum of
£300,000 £300,000
2020-21 Charges 20% fixing 2021-22 Charges 20% fixing
Erection of glasshouses (on land used for the purposes of agriculture) broken Hsg Mrkt broken Hsg Mrkt
element element
Floor space Not more than 465m? £96 £16 £96 £16
Floor space More than 465m? £2,580 £430 £2,580 £430
Erection/alterations/replacement of plant and machinery
Site area Not more than 5 hectares £462 for each 0.1 £77 £462 for each 0.1 £77
hectare (or part hectare (or part
thereof) thereof)
Site area More than 5 hectares £22,859 + additional £3810 + £23 £22,859 + additional £3810 + £23
£138 for each 0.1 £138 for each 0.1
hectare (or part hectare (or part
thereof) in excess of thereof) in excess of
5 hectares to a 5 hectares to a
2020-21 Charges 20% fixing 2021-22 Charges 20% fixing

Applications other than Building Works

broken Hsg Mrkt

broken Hsg Mrkt




Planning Applications

£39 £S89
Car parks, service roads or other accesses For existing uses £234 £234
Waste (Use of land for disposal of refuse or waste materials or deposit of material
remaining after extraction or storage of minerals)
Site area Not more than 15 hectares £234 for each 0.1 £39 £234 for each 0.1 £39
hectare (or part hectare (or part
Site area More than 15 hectares £34,934 + £138 for £5822+ £23 £34,934 + £138 for £5822+ £23
each 0.1 hectare (or each 0.1 hectare (or
part thereof) in part thereof) in
excess of 15 excess of 15
Operations connected with exploratory drilling for oil or natural gas
Site area Not more than 7.5 hectares £508 for each 0.1 £123 £508 for each 0.1 £123
hectare (or part hectare (or part
Site area More than 7.5 hectares £36,070 + additional £7320 + £36 £36,070 + additional £7320 + £36
£151 for each 0.1 £151 for each 0.1
hectare (or part hectare (or part
thereof) in excess of thereof) in excess of
7.5 hectares up to a 7.5 hectares up to a
Other operations (winning and working of minerals)
Site area Not more than 15 hectares £234 for each 0.1 £39 £234 for each 0.1 £39
hectare (or part hectare (or part
Site area More than 15 hectares £34,934 + additional £5822 + £23 £34,934 + additional £5822 + £23
£138 for each 0.1 in £138 for each 0.1 in
excess of 15 hectare excess of 15 hectare
up to a maximum of up to a maximum of
£78,000 £78,000
Other operations (not coming within any of the above categories)
Site area Any site area £234 for each 0.1 £39 £234 for each 0.1 £39
hectare (or part hectare (or part
thereof) up to a thereof) up to a
maximum of £2,028 maximum of £2,028
2020-21 Charges 20% fixing 2021-22 Charges 20% fixing
Lawful Development Certificate broken Hsg Mrkt broken Hsg Mrkt
element element
LDC — Existing Use - in breach of a planning Same as Full Same as Full
condition
LDC — Existing Use LDC - lawful not to comply £234 £39 £234 £39
with a particular condition
LDC — Proposed Use Half the normal Half the normal
planning fee. planning fee.
Reserved Matters
Application for approval of reserved matters Full fee due or if full £77 Full fee due or if full £77
following outline approval fee already paid then fee already paid then
£462 due £462 due
Approval/Variation/discharge of condition
Application for removal or variation of a £234 £39 £234 £39
condition following grant of planning permission
Application relates to planning £234 £39 £234 £39
permission for development already carried out
(Section 73A)
Request for confirmation that one or more £34 per request for £6 and £19 £34 per request for £6 and £19
planning conditions have been complied with Householder Householder
otherwise £116 per otherwise £116 per
request request
Change of Use of a building to use as one or more separate dwellinghouses, or other
cases
Number of Dwellings Not more than 50 dwellings £462 for each £77 £462 for each £77
Number of Dwellings More than 50 dwellings £22,859 + £138 for £3810 + £23 £22,859 + £138 for £3810 + £23
each in excess of 50 each in excess of 50
up to a maximum of up to a maximum of
£300,000 £300,000
£77 £77
Other Changes of Use of a building or land £462 £462
Advertising
Relating to the business on the premises £132 £22 £132 £22
Advance signs which are not situated on or £132 £22 £132 £22
visible from the site, directing the public to
business
Other advertisements £462 £77 £462 £77
Prior Approval
Agricultural and Forestry buildings & operations £96 £16 £96 £16

or demolition of buildings




Planning Applications

Telecommunications Code Systems Operators

£462

£77

£462

£77

Proposed Change of Use to State Funded
School or Registered Nursery

£96

£16

£96

£16

Proposed Change of Use of Agricultural
Building to a State-Funded School or
Registered Nursery

£96

£16

£96

£16

Proposed Change of Use of Agricultural
Building to a flexible use within Shops, Financial
and Professional services, Restaurants and
Cafes, Business, Storage or Distribution,
Hotels, or Assembly or Leisure

£96

£16

£96

£16

Proposed Change of Use of a building from
Office (Use Class B1) Use to a use falling within
Use Class C3 (Dwellinghouse)

£96

£16

£96

£16

Proposed Change of Use of Agricultural
Building to a Dwellinghouse (Use Class C3),
where there are no Associated Building
Operations

£96

£16

£96

£16

Proposed Change of Use of Agricultural
Building to a Dwellinghouse (Use Class C3),
and Associated Building Operations

£206

£206

£34

Proposed Change of Use of a building from a
Retail (Use Class Al or A2) Use or a Mixed
Retail and Residential Use to a use falling within
Use Class C3 (Dwellinghouse), where there are
no Associated Building Operations

£96

£16

£96

£16

Proposed Change of Use of a building from a
Retail (Use Class Al or A2) Use or a Mixed
Retail and Residential Use to a use falling within
Use Class C3 (Dwellinghouse), and Associated
Building Operations

£206

£34

£206

£34

Notification for Prior Approval for a Change Of
Use from Storage or Distribution Buildings
(Class B8) and any land within its curtilage to
Dwellinghouses (Class C3)

£16

£96

£16

Notification for Prior Approval for a Change of
Use from Amusement Arcades/Centres and
Casinos, (Sui Generis Uses) and any land
within its curtilage to Dwellinghouses (Class C3)

£16

£96

£16

Notification for Prior Approval for a Change of
Use from Amusement Arcades/Centres and
Casinos, (Sui Generis Uses) and any land
within its curtilage to Dwellinghouses (Class
C3), and Associated Building Operations

£206

£206

£34

Notification for Prior Approval for a Change of
Use from Shops (Class A1), Financial and
Professional Services (Class A2), Betting
Offices, Pay Day Loan Shops and Casinos
(Sui Generis Uses) to Restaurants and Cafés
(Class A3)

£96

£16

£96

£16

Notification for Prior Approval for a Change of
Use from Shops (Class A1), Financial and
Professional Services (Class A2), Betting
Offices, Pay Day Loan Shops and Casinos
(Sui Generis Uses) to Restaurants and Cafés
(Class A3), and Associated Building Operations

£206

£34

£206

£34

Notification for Prior Approval for a Change of
Use from Shops (Class A1) and Financial and
Professional Services (Class A2), Betting
Offices, Pay Day Loan Shops (Sui Generis
Uses) to Assembly and Leisure Uses (Class
D2)

£96

£16

£96

£16

Application for a Non-material Amendment Following a Grant of Planning

Permission

Applications in respect of householder

developments 34 6 34 6

Applications in respect of other developments o - - -
Local Authority Involvement in High Hedge Complaints

High Hedge Complaint [ 500 500




Building Control - Table A

New Build - Houses 2020-21

Standard Charge for New Housing (up to 300m2 Floor Area including flats and maisonettes but not conversions)

Building Control - Table A

New Build - Houses 2021-22

Standard Charge for New Housing (up to 300m2 Floor Area including flats and maisonettes but not conversions)

. Building Building . Building Building
No of Dwellings Plan Fee VAT Plan Total Inspect Fee VAT Inspect Total Notice Fee VAT Notice Total No of Dwellings Plan Fee VAT Plan Total Inspect Fee VAT Inspect Total Notice Fee VAT Notice Total
1 233.33 46.67 280.00 650.00 130.00 780.00 1,060.00 212.00 1,272.00 1 233.33 46.67 280.00 650.00 130.00 780.00 1,060.00 212.00 1,272.00
2 308.33 61.67 370.00 775.00 155.00 930.00 1,300.00 260.00 1,560.00 2 308.33 61.67 370.00 775.00 155.00 930.00 1,300.00 260.00 1,560.00
3 341.67 68.33 410.00 910.00 182.00 1,092.00 1,502.00 300.40 1,802.40 3 341.67 68.33 410.00 910.00 182.00 1,092.00 1,502.00 300.40 1,802.40
4 408.33 81.67 490.00 1,050.00 210.00 1,260.00 1,750.00 350.00 2,100.00 4 408.33 81.67 490.00 1,050.00 210.00 1,260.00 1,750.00 350.00 2,100.00
5 491.67 98.33 590.00 1,200.00 240.00 1,440.00 2,030.00 406.00 2,436.00 5 491.67 98.33 590.00 1,200.00 240.00 1,440.00 2,030.00 406.00 2,436.00
Standard Charge for New Housing (Floor Area between 301m2 and 700m2) Standard Charge for New Housing (Floor Area between 301m2 and 700m2)
Building Building Building Building
Plan Fee VAT Plan Total Inspect Fee VAT Inspect Total Ny = VAT Nt Tyl Plan Fee VAT Plan Total Inspect Fee VAT Inspect Total NEftea e VAT Nt Tera]
Single Dwelling with Single Dwelling with
Floor Area between 270.83 54.17 325.00 733.33 146.67 880.00 1,205.00 241.00 1,446.00 Floor Area between 270.83 54.17 325.00 733.33 146.67 880.00 1,205.00 241.00 1,446.00
301m2 and 500m2 301m2 and 500m2
Single Dwelling with Single Dwelling with
Floor Area between 270.83 54.17 325.00 945.83 189.17 1,135.00 1,460.00 292.00 1,752.00 Floor Area between 270.83 54.17 325.00 945.83 189.17 1,135.00 1,460.00 292.00 1,752.00

501m2 and 700m2

501m2 and 700m2

Please note for more than 5 Dwelling or if the floor area of a dwelling exceeds 700m2 the charge is individually determined

All the above charges are on the basis that any controlled electrical work is carried out by a person who is a member

of aregistered competent person scheme, if this is not the case an additional charge may apply

Please note for more than 5 Dwelling or if the floor area of a dwelling exceeds 700m2 the charge is individually determined

All the above charges are on the basis that any controlled electrical work is carried out by a person who is a member

of aregistered competent person scheme, if this is not the case an additional charge may apply




Building Control - Table B

Charges for small buildings, extensions and alterations to dwellings 2020/21

Valid for applications received between 01/04/2020 & 31/03/2021

Building Control - Table B

Charges for small buildings, extensions and alterations to dwellings 2021/22

Valid for applications received between 01/04/2020 & 31/03/2021

Plan n t n t Building Building Plan n ¢ i ¢ Building Building
Proposal Plan Fee| VAT To?al 'szgic VAT 'I'Sc?tz\lc Notice VAT Notice Proposal Plan Fee| VAT To?al 's:[;:c VAT 'I'Sc')Jtztl: Notice VAT Notice
Fee Total Fee Total

Category 1: Extensions to Dwellings Category 1: Extensions to Dwellings
Extension Internal Floor area not exceeding 10m2 327.50 65.50 393.00 inc inc inc 393.00 78.60 471.60 Extension Internal Floor area not exceeding 10m2 327.50 65.50 393.00 inc inc inc 393.00 78.60 471.60
Extension Intemal Floor Area over 10m2 buit not 166.67 | 3333 | 200.00 | 31000 | 6200 | 372.00 | 57200 | 114.40 | e86.40 | |EXEnSion intemal Floor Area over 10m2 but not 166.67 | 3333 | 20000 | 31000 | 6200 | 37200 | 57200 | 11440 | 686.40
exceeding 40m2 exceeding 40m2
Extension Intemal Floor Area over 40m2 buit not 166.67 | 3333 | 20000 | 44333 | 8867 | 532.00 | 73200 | 146.40 | 878.40 | |EXEnsion intemalFloor Area over 40m2 but not 166.67 | 3333 | 20000 | 44333 | 8867 | 53200 | 73200 | 14640 | 878.40
exceeding 60m2 exceeding 60m2
Extension - Intemal Floor Area over 60m2 but not 166.67 | 3333 | 20000 | 577.00 | 115.40 | 692.40 | 892.40 | 178.48 | 107088 |EXension-intemalFloor Area over 60m2 but not 166.67 | 3333 | 20000 | 577.00 | 11540 | 69240 | 892.40 | 178.48 | 1070.88
exceeding 80m2 exceeding 80m2
Category 2 - Garages & Carports Category 2 - Garages & Carports
Erection or Extension of a detached or attached building or extension to a dwelling Erection or Extension of a detached or attached building or extension to a dwelling
Which consists of a garage, carport or both; having a Which consists of a garage, carport or both; having a
floor area not exceeding 40m2 in total and is intended to | 251.67 50.33 302.00 inc inc inc 302.00 60.40 362.40 floor area not exceeding 40m2 in total and is intended to | 251.67 50.33 302.00 inc inc inc 302.00 60.40 362.40
be used in common with an existing building be used in common with an existing building
I)hsnf"”"e“i"” ofanattached garage into a habitable | 551 67 | 4433 | 26600 | inc inc inc | 266.00 | 5000 | 316.00 g‘fﬂf"”"ersm” ofanattached garage into a habitable | 551 67 | 4433 | 26600 | inc inc inc | 266.00 | 5000 | 316.00
Where the Garage extension exceeds a floor area of 36167 | 7233 | 43400 [ inc inc inc | 43400 | 86.80 | 520.80 Where the Garage extension exceeds a floor area of 361.67 | 7233 | 43400 | inc inc inc | 43400 | 86.80 | 520.80

40m2 but does not exceed 60m2

40m2 but does not exceed 60m2

Category 3: Loft Conversation and Dormers

Formation of a room in a roof space, including means of access thereto. Fees for lofts greater than 40

cannot be less than shown below

m?2 are to be based ol

n the cost of work. The Fee

Category 3: Loft Conversation and Dormers

Formation of a room in a roof space, including means of access thereto. Fees for lofts greater than 40i

cannot be less than shown below

m2 are to be based ol

n the cost of work. The Fee

Without a dormer but not exceeding 40m2 in floor area

With a dormer but not exceeding 40m2 in floor area

335.00

166.67

67.00

33.33

402.00

200.00

inc

276.67

inc

55.33

inc

332.00

402.00

532.01

80.40

106.40

482.40

638.41

Without a dormer but not exceeding 40mz2 in floor area

With a dormer but not exceeding 40m2 in floor area

335.00

166.67

67.00

33.33

402.00

200.00

inc

276.67

55.33

332.00

402.00

532.01

80.40

106.40

482.40

638.41

Where the extension to the dwelling exceeds 80m2 in floor area, the charge is based on the estimated cost in Table E, subject to the sum of the plan charge
and inspection charge being not less than £761.67 (excluding VAT). The total estimated cost of the work must therefore be at least £50,001.

Note: All the above charges are on the basis that any controlled electrical work is carried out by a person who is a

member of a registered Competent Person Scheme, if this is not the case an additional charge may apply.

Where the extension to the dwelling exceeds 80m2 in floor area, the charge is based on the estimated cost in Table E, subject to the sum of the plan charge
and inspection charge being not less than £761.67 (excluding VAT). The total estimated cost of the work must therefore be at least £50,001.

Note: All the above charges are on the basis that any controlled electrical work is carried out by a personwho is a

member of a registered Competent Person Scheme, if this is not the case an additional charge may apply.




Building Control - Table C

Standard Charges for Alterations to Dwellings 2020/21

Building Control - Table C

Standard Charges for Alterations to Dwellings 2021/22

Building

Building

Building

Building

Proposal Plan Fee VAT HEm REpeEd VAT e Notice VAT Notice Regylarl Proposal Plan Fee VAT [Fm et VAT TheoE Notice VAT Notice Regl..llarl
Total Fee Total sation Total Fee Total sation
Fee Total Fee Total
Installation of Replacement windows and doors ina Installation of Replacement windows and doors ina
dwelling where the number of windows / doors does not 70.00 14.00 84.00 dwelling where the number of windows / doors does not 70.00 14.00 84.00
exceed 20 exceed 20
Installation of Replacement windows and doors ina Installation of Replacement windows and doors ina
dwelling where the number of windows / doors does not 0.00 109.00 dwelling where the number of windows / doors does not 0.00 109.00
exceed 20 (retrospective) exceed 20 (retrospective)
Underpinning with a total cost not exceeding £30,000 253.33 50.67 304.00 inc inc inc 304.00 60.80 364.80 Underpinning with a total cost not exceeding £30,000 253.33 50.67 304.00 inc inc inc 304.00 60.80 364.80
Controlled Electrical Work to a single dwelling (not carried Controlled Electrical Work to a single dwelling (not carried
out in conjunction with work being undertaken that falls within 225.00 45.00( 270.00 inc inc inc 270.00 54.00 324.00 out in conjunction with work being undertaken that falls within 225.00 45.00| 270.00 inc inc inc 270.00 54.00 324.00
Table B) Table B)
Renovation of a thermal element i.e. Work involving Renovation of athermal element i.e. Work involving
recovering of a roof, replacement of a floor or ronovation of 106.67 21.33 128.00 recovering of a roof, replacement of a floor or ronovation of 106.67 21.33 128.00
an external wall to which L 1b applies an external wall to which L 1b applies
Renovation of a thermal element i.e. Work involving Renovation of athermal element i.e. Work involving
recovering of a roof, replacement of a floor or ronovation of 160.00 recovering of a roof, replacement of a floor or ronovation of 160.00
an external wall to which L 1b applies (retrospective) an external wall to which L 1b applies (retrospective)
Formation of a single en suite bathroom / shower room Formation of a single en suite bathroom / shower room
or cloakroom within an existing dwelling (excluding 217.50 43.50( 261.00 inc inc inc 255.00 51.00 306.00| 366.00 or cloakroom within an existing dwelling (excluding 217.50 4350 261.00 inc inc inc 255.00 51.00 306.00f 366.00
electrical work) electrical work)
Removal ot partial removal of chimney breast 13667 27.33| 164.00 13667| 27.33| 16400| 19500| |Removalorpartialremovalofchimneybreast 136.67| 27.33| 164.00 136.67| 27.33| 164.00| 195.00
(accompanied by Structural Engineering Details) (accompanied by Structural Engineering Details)
Installation of New or Replacement Sewage Treatment. | o533 41.67| 250.00 inc 22017| 4s.83| 275.00| 33000| [HstallationofNew orReplacement Sewage Treatment | 50533 4167| 250.00 inc 22917| 4583 275.00| 330.00
Plant and associated discharge Plant and associated discharge
Removal of wall and insertion of one or two steel Removal of wall and insertion of one or two steel
beams maximum span 4 metres (accompanied 136.67 27.33| 164.00 136.67 27.33 164.00f 195.00 beams maximum span 4 metres (accompanied 136.67 27.33| 164.00 136.67 27.33 164.00f 195.00
bv Structural Enaineerina Details) bv Structural Fnaineerina Details)
Structural Alterations not supported by Structural Structural Alterations not supported by Structural
Calculations to be individually assessed (Calculations |POA inc  |[POA POA Calculations to be individually assessed (Calculations  [POA inc  |POA POA
may still be required may still be required
The |qsgrt|on of insulating material in a cavity wall of 70.00 14.00 84.00 The |r?se‘rt|0n of insulating material in a cavity wall of 70.00 14.00 84.00
an existing property* an existing property*
Installation of a multi fuel appliance including 250.00 50 300.00| 360.00 Installation of a multi fuel appliance including 250.00 50 300.00| 360.00

associated Flue liner and hearth* to a single dwelling

associated Flue liner and hearth* to a single dwelling

* Not carried out under a Competent Person Scheme

Where it is intended to carry out additional work internally within a dwelling at the same time as undertaking alterations as defined in
Table C then the charge for all of the internal work (including work as defined in table C) may be assessed using the total estimated
cost of work as set out in table E. All other work within dwellings will be charged as set out in Table E.

* Not carried out under a Competent Person Scheme

Where it is intended to carry out additional work internally within a dwelling at the same time as undertaking alterations as defined in
Table C then the charge for all of the internal work (including work as defined in table C) may be assessed using the total estimated
cost of work as set out in table E. All other work within dwellings will be charged as set out in Table E.




Extensions and New Build - Other than to Dwellings 2020/21

Building Control - Table D

(i.e. Shops, Offices, industrial, hotels, storage, assembly etc.)
Note - must be submitted as a full plans application (other than application for replacement windows)

Extensions and New Build - Other than to Dwellings 2021/22

Building Control - Table D

(i.e. Shops, Offices, industrial, hotels, storage, assembly etc.)
Note - must be submitted as a full plans application (other than application for replacement windows)

RSy Inspect Inspect SR Inspect Inspect
y of Proposal Plan Fee VAT Plan Total p VAT P y of Proposal Plan Fee VAT Plan Total P VAT p
Fee Total Fee Total
Work Work
1 Internal Floor Area not exceeding 6m2 330.00 66.00 396.00 inc inc inc 1 Internal Floor Area not exceeding 6m2 330.00 66.00 396.00 inc inc inc
2 Internal Floor Area over 6m2 but not 2 Internal Floor Area over 6m2 but not
exceeding 40m2 166.67 33.33 200.00 310.00 62.00 372.00 exceeding 40m2 166.67 33.33 200.00 310.00 62.00 372.00
0 0
3 Internal Floor Area over 40m2 but not 3 Internal Floor Area over 40m2 but not
exceeding 80m2 166.67 33.33 200.00 490.00 98.00 588.00 exceeding 80m2 166.67 33.33 200.00 490.00 98.00 588.00
0 0
2 Shop fit out not exceeding a value of 4 Shop fit out not exceeding a value of
£50,000 320.00 64.00 384.00 inc inc inc £50,000 320.00 64.00 384.00 inc inc inc
0.00 0.00
5 Replacement Windows 0.00 5 Replacement Windows 0.00
0.00 0.00
a - not exceeding 10 windows 120.00 24.00 144.00 Inc Inc inc a - not exceeding 10 windows 120.00 24.00 144.00 Inc Inc inc
b - between 11 - 20 windows 212.5 42.50 255.00 Inc Inc inc b - between 11 - 20 windows 212.5 42.50 255.00 Inc Inc inc




Building Control - Table E

Standard Charges for all work not in Tables A,B,C & D for 2020/21
(excludes individually determined charges)

Building Control - Table E

Standard Charges for all work not in Tables A,B,C & D for 2021/22
(excludes individually determined charges)

Estimated Cost Estimated Cost
From To Plan VAT Plan Inspect VAT Inspect Bgilding VAT B'\l::t(ijg;g From To Plan VAT Plan Inspect VAT Inspect Bl_JiIding VAT B’\l:ggg;g
Fee Total Fee Total Notice Fee Total Fee Total Fee Total Notice Fee Total

0 1000 113.33 22.67 136.00 inc inc inc 136.67 27.33 164.00 0 1000 113.33 22.67 136.00 inc inc inc 136.67 27.33 164.00
1,001 2,000 208.33 41.67 250.00 inc inc inc 250.00 50.00 300.00 1,001 2,000 208.33 41.67 250.00 inc inc inc 250.00 50.00 300.00
2,001 5,000 235.00 47.00 282.00 inc inc inc 281.67 56.33 338.00 2,001 5,000 235.00 47.00 282.00 inc inc inc 281.67 56.33 338.00
5,001 7,000 252.50 50.50 303.00 inc inc inc 303.33 60.67 364.00 5,001 7,000 252.50 50.50 303.00 inc inc inc 303.33 60.67 364.00
7,001 10,000 291.67 58.33 350.00 inc inc inc 350.00 70.00 420.00 7,001 10,000 291.67 58.33 350.00 inc inc inc 350.00 70.00 420.00
10,001 20,000 360.00 72.00 432.00 inc inc inc 432.50 86.50 519.00 10,001 20,000 360.00 72.00 432.00 inc inc inc 432.50 86.50 519.00
20,001 30,000 166.67 33.33 200.00 302.50 60.50 363.00 563.33 112.67 676.00 20,001 30,000 166.67 33.33 200.00 302.50 60.50 363.00 563.33 112.67 676.00
30,001 40,000 212.50 42.50 255.00 346.67 69.33 416.00 671.67 134.33 806.00 30,001 40,000 212.50 42.50 255.00 346.67 69.33 416.00 671.67 134.33 806.00
40,001 50,000 258.33 51.67 310.00 416.67 83.33 500.00 810.00 162.00 972.00 40,001 50,000 258.33 51.67 310.00 416.67 83.33 500.00 810.00 162.00 972.00
50,001 75,000 304.17 60.83 365.00 508.33 101.67 610.00 975.00 195.00/ 1,170.00 50,001 75,000 304.17 60.83 365.00 508.33 101.67 610.00 975.00 195.00/ 1,170.00
75,001 100,000 345.83 69.17 415.00 641.67 128.33 770.00|] 1,185.00 237.00| 1,422.00 75,001 100,000 345.83 69.17 415.00 641.67 128.33 770.00] 1,185.00 237.00] 1,422.00
100,001 150,000 387.50 77.50 465.00 737.50 147.50 885.00| 1,350.00 270.00f 1,620.00 100,001 150,000 387.50 77.50 465.00 737.50 147.50 885.00| 1,350.00 270.00f 1,620.00

Where it is intended to carry out additional work on a dwelling at the same time as undertaking an extension within table B, then the
charge for this additional work (as indicated in Table E) shall be discounted by 50%, subject to a maximum estimated cost of less than
£10,000

Note: In respect of domestic work the above charges are on the basis that any controlled electrical work is carried out by a person who is
a member of a registered Competent Person Scheme, if this is not the case an additional charge may apply.

Where the estimated cost of work exceeds £150,000 the charge will be individually assessed by Rossendale Borough Council Building
Control Services.

Where it is intended to carry out additional work on a dwelling at the same time as undertaking an extension within table B, then the
charge for this additional work (as indicated in Table E) shall be discounted by 50%, subject to a maximum estimated cost of less than
£10,000

Note: In respect of domestic work the above charges are on the basis that any controlled electrical work is carried out by a person who is
a member of a registered Competent Person Scheme, if this is not the case an additional charge may apply.

Where the estimated cost of work exceeds £150,000 the charge will be individually assessed by Rossendale Borough Council Building
Control Services.




Building Control - Table F

Demolition (2020/21)

Building Control - Table F

Demolition (2021/22)

Category YIRT Category Ll
of Work Proposal Exempt of Work Proposal Exempt
Fee Fee
1 Application to demolish existing property under Section 80 of the Buildings Act 1984 & issuing the counter| FOC 1 Application to demolish existing property under Section 80 of the Buildings Act 1984 & issuing the counter| FOC
notice under Section 81 of the Building Act 1984. notice under Section 81 of the Building Act 1984.
Building Control - Table G Building Control - Table G
Other Charges (2020/21) Other Charges (2020/21)
Category Gross Category Gross
of Work Proposal Net VAT Fee of Work Proposal Net VAT Fee
1 Copy of Decision Notice or Completion Certificates (within the past 3 years) 22.92 4.58] 27.50 1 Copy of Decision Notice or Completion Certificates (within the past 3 years) 22.92 458 27.50
2 Additional copy from same file. 5.83 117 7.00 2 Additional copy from same file. 5.83 117 7.00
3 Re- opening of archived applications (Charge per Hour - minimum 1 hour 3 Re- opening of archived applications (Charge per Hour - minimum 1 hour
£75) plus decision notice and completion certificate £75) plus decision notice and completion certificate
62.50| 12.50| 75.00 62.50| 12.50| 75.00
4 Re- opening of archived applications (Charge per Hour - minimum 4 Re- opening of archived applications (Charge per Hour - minimum
1 hour £75) plus decision notice, completion certificate and site 1 hour £75) plus decision notice, completion certificate and site
visit 87.50| 17.50| 105.00 visit 87.50| 17.50| 105.00
5 Withdrawal of an application and any associated charges (Charge 5 Withdrawal of an application and any associated charges (Charge
per Hour - minimum 1 hour £75) 62.50 12.50| 75.00 per Hour - minimum 1 hour £75) 62.50 12.50| 75.00
6 Building Regulation Confirmation letter 62.50 12.50| 75.00 6 Building Regulation Confirmation letter 62.50 12.50| 75.00
7 Change of applicants details on valid application (New) 62.50 12.50| 75.00 7 Change of applicants details on valid application (New) 62.50 12.50| 75.00
8 Supply of non-standard data and information, including responding to 8 Supply of non-standard data and information, including responding to
solicitors enquiries (Charge per Hour - minimum 1 hour £75) solicitors enquiries (Charge per Hour - minimum 1 hour £75)
62.50] 12.50| 75.00 62.50] 12.50| 75.00




Street Naming & Numbering

Existing Properties

Individual House Name / Individual House re-
name or re-number

Conversions of existing Properties into
multiples

Newbuild / Conversion to a property

Development of 10 plots or less

Development of 11 plots or more

Additional charge, where this includes the
naming of a street

Additional charge, where this includes the
naming of a building (e.g. block of flats)

2020/21 Charge

2021/22 Charge

65

65

£115 up to a maximum of 4
units; additional Units £25
per unit

£117 up to a maximum of 4
units; additional Units £25
per unit

£65 per plot up to a
maximum of £250
Charges individual assessed

£105

£105

£66 per plot up to a
maximum of £250
Charges individual assessed

£107

£107




Local Land Charges

2020-21 2021-22

Fee VAT TOTAL Fee VAT  TOTAL

60.00 12.00 92.00 60.00 12.00 92.00
Offical Search / Enquiries / Con29R form / LLC1

20.00 - 20.00 -
Con 29R - Each additional parcel of land 14.20 2.84 17.04 14.20 2.84 17.04
Offical Search - LLC1 20.00 - 20.00 20.00 - 20.00
Suppplementary Questions Con 290 * 10.00 2.00 12.00 10.00 2.00 12.00
Suppplementary Question Con 290 (Question 22) * 20.00 4.00 24.00 20.00 4.00 24.00
Each additional Enquiry 17.50 3.50 21.00 17.50 3.50 21.00




Legal Services

Net

2020-21

VAT Gross

Net

2020-21

VAT Gross

Sales of land and property and freehold reversion

Up to £5,000
£5001 - £15,000
£15,001 - £100,000
over £100k

Leases and Licences
Industrial Unit Lease
Industrial Unit Licence
Garden/Garage Tenancy
Wayleave/Easement
Commercial Lease

Notice of Assignment
Agricultural Tenancy
Agricultural Tenancy Renewal
Lease Renewal

Deed of Variation/Surrender/Release

S106 Agreements
Preparation
Checking Fee
Deed of Variations

Footpath Diversions
+ any disbursements (assuming unopposed)

Commercial Event Licences

Misc' Commercial Licence

500.00

695.00

1000.00

1.5% of sale price

300.00

150.00

300.00

*min 300.00
* min 600.00
75.00

300.00

200.00

200.00

300.00

* min 1017.80
* min 254.45
* min 508.90

2544.50

152.67

* min 152.67

550.00
750.00
1700.00
2% of sale price

*min 350.00
*min 200.00
*min 300.00
*min 400.00
*min 750.00
80.00

350.00

250.00

*min 250.00
*min 350.00

*min 1500.00
*min 500.00
* min 750.00

2750.00

*min 200.00

* min 200.00




Property Services

2020-21 2021-22
Net VAT Gross Net VAT Gross

Departure Charge (Rawtenstall Bus Terminal, Bacup
Road) 35.80 p 46.00 p
Information regarding industrial units have not been included
due to the sensitivity of individual pricing
Garage bond scheme to be introduced to all new and
renewing tenancies from 01/04/20

2020-21 2021-22
Valuation Services Net VAT Gross Net VAT Gross
Up to £10,0000 N/A N/A Fixed valuation pricing
Up 1o £30,000 N/A Individual Valuation N/A to be provided for 2021-
Up to £60,000 e charges no longer N 22 pending on tender
Up to £100,000 e gpplicable ° N I’ESLE)HS to :ppoint new
Up to £150,000 N/A N/A surveyors.
£150,001 to 250,000 N/A N/A
Above £250,000 - Fee to be agreed

Min net fee of £200 Min net fee of £200

Minimum net fee of £200. All valuations are priced on
application & vary depending on complexity

Application to Purchase/Lease/Rent
Charity / CIC Application to Purchase/Lease/Rent
Licence / Lease Instruction Fee

Charity Licence / Lease Instruction Fee

2020-21
Net VAT Gross

2021-22
Net VAT Gross

104.17 20.83 125.00

N/A N/A N/A

50.00 10.00 60.00

10.00 2.00 12.00

108.33 21.67 130.00

10.00 2.00 12.00
58.33 11.67 70.00
10.00 2.00 12.00




Appendix 2

Draft - Rossendale Borough Council Budget 2020/21 Risk Analysis and Report
Under s25 of the Local Government Act 2000

1. This analysis is produced in order to:

a) Support the conclusions as to the robustness of the budget and adequacy of
reserves set out in the Chief Finance Officers report under 25 of the Local
Government Act 2003.

b) Inform members of the financial risks facing the Council for consideration as
part of their debates around the setting of the budget and approving the
Medium Term Financial Strategy.

2. Financial risks are clearly of various sorts but can broadly be characterised as
follows:

e The chance of overspending against budget

e The chance of under spending against budget

e The chance of an unforeseen event with a major financial impact (for example a
flood or similar event)

e The chance of a significant reduction in previously available financial resources
(eg New Homes Bonus, National Non-Domestic Rates, Council Tax, Fees &
Charges, etc)

3. Clearly such risks have either a positive or negative effect on the Council’s overall
financial position. It is the purpose of the financial management process to allow
the Council to both identify the risks it faces and the steps required to either
mitigate them in the case of negative risks or exploit them in the case of positive
risks.

4. The degree to which the Council is exposed to such risks is influenced by a
number of factors:

e The robustness of the budget estimates. In preparing the budget a line by line
review of spending and income is carried out by finance staff and Managers to
ensure that budgets reflect the reality of operations and Council policies. This
process gives some assurance that underlying budget issues are identified and
dealt with.

e The achievability of major variations to spending plans such as growth or
savings items. Where major change is undertaken it is always possible that
there will be some delays in delivery, for example due to delays in filling posts
or restructuring departments. These issues are dealt with in the costing of the
business case for change which should tend to underestimate the achievement
of savings and overestimate new costs thus presenting a prudent estimate for
inclusion in the budget.

e External factors such as: the Covid-19 Pandemic, Brexit, inflation, the
economy, changes to local government financing and fluctuations in the
property market, all of which have an influence on costs and income. These

1



issues and how they can be managed are dealt with in the next section of this
report.

e The budget reflects the ongoing cost of business previously approved by
Members. Any policy changes which impact on the core financial budget
requirement are always brought before Members for approval.

Turning to the specific risk areas within the Council’s budget for 2021/22 and the
medium term the following specific areas of risks have been identified:

Expenditure/

Income Heading

Impact

Likelihood

Comments

Employee Costs

Pay awards

Medium /
High

Low

In the Autumn 2020 Spending Review
the Government announced a pause on
public sector (excluding NHS front line
staff) pay awards for 2021/22 for staff
earning over £24k pa.

For 2021/22 the budget therefore
assumes an average increase of 2.0%
for pay awards for employees earning
less that £24k pa only — from 2022/23
onwards the MTFS assumes a 2% pay
award for all employees.

Vacancies /
structures

Medium

High

Vacancies normally occur during the
year generating savings - this has been
the experience in recent years. The
budgets include an estimate from the
savings associated with natural turnover
of staff during 2021/22 being £200k for
the year. The budget proposals include
an increase of £50k from the previous
years £150k target.

Pension
Contributions

High

Low

The latest actuarial valuation published
December 2019 together with a 3 year
pre-payment (April 2020) confirmed the
budget and MTFS assumptions.

Running Costs

Energy and Fuel

Medium

Low

It is thought that fuel can be contained
with the Operations budget as was the
case during 2020/21

Repairs and
maintenance

Medium

High

High risk/cost areas remain with.
Amongst others, the many drainage
culverts within RBC land ownership,

2



Expenditure/
Income Heading

Impact

Likelihood

Comments

uninsured malicious damage to property
and resolution of potential public liability
matters. Capital requirements continue
to experience increasing demand.

The budget proposes a £100k pa capital
scheme (£500k over the life of the
MTFS, funded from either capital
receipts, internal or external borrowing.

Insurance

Medium

High

The Council’s insurance portfolio was
tendered during 14/15 with the potential
for a new 7 year max’m relationship.

Sporadically we have in recent years
experienced a number of occupational
health claims in relation to past
employment. Councils are often seen,
mistakenly, as resource rich by the legal
system as liability is deemed to be with
the local government public sector even
though working life could have been, in
part, within the private sector.

MMI the Councils insurer in 1992
triggered the Creditors Scheme of
Arrangement, during 2013/14. MMI now
require contribution rates of 25% per
claim.

Adequacy of provisions will be reviewed
at the close of 2021/22. No further
claims were received during 2020/21,
but we are dealing with two from the
earlier year.

The Council has not been able to
identify its insurance providers pre —
1971. Any financial claims pre-1971 will
fall entirely on the Council — effectively
self-insured for pre 1971 claims.

Contract Costs

ICT

Low/Medium

Medium

The Civica Financial & Icon contracts
are to be reviewed during 2021/22

Leisure

High

High

Rossendale Leisure Trust has been
self-financing in recent years, albeit

3



Expenditure/
Income Heading

Impact

Likelihood

Comments

supported by the Council’s “back office”
teams. However the covid-19 pandemic
has impacted significantly on the leisure
industry and continues to do so.

As the Council provides the day to day
cash flow for the Leisure Trust should
the Trust get into financial difficulties
they may not be able to reimburse the
Council. This is a significant risk which
increases the longer the pandemic
lasts.

Revenues
Benefits and
Customer
Contracts

High

Low

The price of the largest single contract
is now fixed following a tender and is
now in place for at least another 10
years (with options to extend)
commencing 15t December 2019.

Housing Benefits

High

Medium/High

Expenditure in this area is ¢. £19m and
is the largest single item of expenditure
in the Council’'s budget. Whilst this
expenditure, is in the main, fully funded
by grant there is an extremely complex
system of rules that determine what is
and what is not eligible for grant. Given
that a 1% variance on this budget
amounts to c.£190k and with some
previous history of variances in this
area, significant caution needs to be
exercised.

Council Tax
Support

High

High

Since 2013/14 the council is now
exposed to the cost of increased take
up from claimants (be they of working
age or pensioners). A 2% allowance
has been factored into our tax base for
additional growth. The Council and
other precept authorities continue to be
exposed to the risk of additional growth
and the cost of non-collection from
those who are not eligible to a
maximum 80% benefit.

The Covid Pandemic has led to an
increase in the number of Local Council
Tax Support claimants, this has
adversely affected the overall Council
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Expenditure/
Income Heading

Impact

Likelihood

Comments

Tax collection rate. However
Government has announced grants to
cover 75% of the Council Tax collection
fund irrecoverable losses.

Income

Property Related
( Planning Fee,
Building Control,
licencing & Land
charges) and
other income

Medium

Medium/High

A prudent view has been taken for all
income streams based on recent
experience plus an inflation uplift where
appropriate.

Market Rents

Medium

High

Reflects the previous decisions by
Members on: management, pricing and
policy changes (eg Rawtenstall).

Waste Collection
/ Recycling
income

Medium

Medium

The LCC Cost share agreement ended
on 315t March 2018.

The value of the recycling market
remains negligible. Council is not
currently budgeting for any recycling
income for 2021/22 and beyond.

Capital Financing
and Interest

High

Medium

The Councils ability to make interest
gains has significantly reduced over the
last few years as bank rates have
remained low, the Covid pandemic has
meant that current investment interest
rates are 0%, with potential for them to
fall below 0%. The MTFS assumes
interest rates will remain flat during
2021/22.

The use of cash balances to support
capital projects will reduce our balances
to close to day to day working capital
requirements.

Estimates of future interest rates can be
seen in the Councils Treasury
Management Strategy.

NNDR (Business
Rates)

High

low

Estimating the Council's share of
income from business rates for 2021/22
remains a challenge, not only due to the
Covid-19 pandemic but also due to the
ongoing uncertainty on the timing and
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Expenditure/
Income Heading

Impact

Likelihood

Comments

level of appeals.

Therefore it is prudent to earmark the
Business Rates Reserve to provide a
degree of contingency should income
fall below projected levels. This is
important given the Council remains a
member of the Lancashire Business
Rates Pool and by virtue of this does
not benefit from any safety net
protection under the current scheme of
business rates retention.

Covid-19 has had a significant impact
on our 2021/22 business rates income,
however actual income from business
rates will not be finalised until after the
end of the financial year. As part of the
2021/22 Financial Settlement
Government has announced they will
fund 75% of 2020/21 irrecoverable
business rate losses although the
mechanism of how this will work is not
yet clear.

New Homes
Bonus

High

High

2018/19 was the final year for the 4 year
NHB funding. There has been no similar
replacement scheme. Funds due for
2021/22 are as per the Government’s
Finance Settlement.

There is an increased risk as to the
value of the replacement scheme for
2021/22 future years. The details of
which have yet to be announced.

Housing

High

High

During 2020/21 the Council has
continued to face a significant capacity
challenge as it continues to work
through the Empty Homes Scheme.

The 2021/22 budget has been
increased in light of the level of legal
claims the Council is now facing.

Current
Economic
Outlook

High

High

Covid-19 has had a significant impact
on the economic outlook, and to a
certain extent as we are still in the
middle of the pandemic the future is still
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Expenditure/
Income Heading

Impact

Likelihood

Comments

very uncertain. Coupled with that, whilst
the Government have agreed a Brexit
deal, the full economic impact is still
unknown.

The Councils Treasury Management
advisors are predicting that both
inflation and interest rates will remain
low throughout 2021/22.

Use of
Transitional
Reserves

High

High

The Council will continue to grow when
and where possible this reserve in order
to support and balance future in year
budget deficits.

2021/22 will not require the use of the
Transitional Reserves.

The forecast balance for 31/03/21 is
c£0.780m.

Level of Council
Tax

High

High

This is the Council’'s most significant
income source.

As a district Council, Rossendale is able
to increase its CTax by a maximum of
2% or £5 (whichever is the higher) in
order to avoid the risk of a referendum.
Each 1% increase is worth c£55k
cumulative resources for each year

With NHB coming to an end and share
of future NNDR uncertain, the decision
on the level of Council tax is
fundamental to the Council’'s medium
term resources, future financial planning
and ability to set a legally balanced
budget,

5. Adequacy of Reserves

Having conducted a review of the Council’s requirement for the minimum working
balance, taking into consideration various matters including:-




e the Council’s spending plans for 2021/22 and the medium term financial position;
e adequacy of estimates of inflation, interest rates;

e treatment of demand led pressures;

e impact of external partnerships;

e the need to respond to emergencies.

e Capital programme variations.

| can confirm that an amount of £1.0m is considered adequate for this purpose. £1m
equates to c3% of the Council’s gross expenditure.

In relation to other financial reserves, a review has also been conducted to determine
their adequacy. In addition to the matters referred to above, and taking into account
the Medium Term Financial Plan, the review concluded that the level of such reserves
is adequate based on current information in relation to anticipated risk, existing
commitments and known future plans. That said, should there be a significant call on
those reserves another review will need to be carried out.

However, it is important to note the rate at which reserves are being used to support
the General Fund Revenue Budget is not sustainable over the medium term without
the need to align expenditure more closely with ongoing resources.

In particular, during the lifetime of the current Medium Term Financial Plan, it is
projected that the entirety of the Transitional Reserve will be used. By that time, the
Council will have had to take the necessary action to balance expenditure with
ongoing resources. This statement is made on the understanding that any use of
reserves and balances is undertaken in accordance with the Council’'s existing
Financial Procedure Rules and that a further review of reserves and balances will be
undertaken in July 2021 following the preparation of the Council’s accounts for
2020/21.

6. Financial Assurance Statement

The Council must set a balanced budget each year. As the Council’s designated
Finance Officer, | have a legal duty to report to Full Council in February 2021 on the
robustness of the Council’s budget and the adequacy of reserves.

| have considered the major items of expenditure and income and their sensitivity to
change, together with the budget proposals and assessed the impact on the Council’s
future forecasts and level of reserves. It is my opinion that the estimates have been
prepared and reviewed utilising the most up to date and accurate information available
and that all assumptions made are reasonable in the current uncertain economic
climate.

| can confirm the recommendations contained in this report will provide the Council
with a robust financial position in 2021/22.

| am of the view that the Council is pursuing a sound financial strategy in the context

of the challenging financial position. However there is still a significant level of
uncertainty from the major risks, e.g. the ongoing Covid pandemic, impact of Brexit

8



and the implementation of the outcome of the Fair Funding Review and the Business
Rates reset from April 2022 onwards. Combined with this is the projected scale of
savings required by the Council to ensure a balanced budget in future years which
means | cannot comment on the robustness of the estimates beyond 2021/22.

7. Therefore, in conclusion for 2021/22, being the current year ahead, | am able to
give positive assurance to Members as to:

e The adequacy of General and earmarked reserves to address the risks
against which they are held and

e The robustness of the budget for 2021/22

Karen Spencer
Chief Finance Officer
February 2021
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Summary of Revenue Budget 2021/22

General Fund Summary

Changes within 2020/21

2020/21 2020/21 Volume/ 2021/22
Service Original In Year Revised Inflation Employee Other Inter-service Technical Original
Estimate Virements Baseline| Pay Award Increments Inflation Savings Virements Changes Budget
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Communities Directorate
Customer Services 1,425 0 1,425 1 5 16 (20) 0 (32) 1,406
Operational Functions 2,219 0 2,219 26 16 0 (93) 0 (283) 1,884
Communities 734 0 734 10 39 0 5) 1 (58) 722
Environmental Health / PPU unit 354 0 354 0 2 0 (15) 0 (D) 340
Licensing & Enforcement 121 0 121 2 3 0 0 0 (8) 117
Housing 203 0 203 0 4 0) 0 0 291 498
5,055 0 5,055 38 69 17 (123) 1 (91) 4,966
Economic Development Directorate
Planning Services 309 0 309 2 11 0 0 0 (32) 291
Building Control Services (9) 0 9 1 0 0 0 0 1 (7)
Housing and Regeneration Service 331 0 331 0 5 0 0 0 0 337
Property Services 567 0 567 2 1 7 0 (78) (233) 267
1,199 0 1,199 4 17 7 0 (78) (263) 887
Corporate Services
Legal Services 176 0 176 0 3 0 (5) 0 (2) 172
Democratic Services 583 0 583 3 2 0 0 0 (2) 585
Local Land Charges (20) 0 (20) 0 0 0 0 0 (0) (20)
Corporate Management 467 1 467 1 2 0 0 0 (4) 466
Financial Services 504 0 504 (0) 44 0 0 0 6 554
People & Policy 511 0 511 2 4 0 0 76 41 634
Non-Distributed Costs 114 0 114 0 0 23 (64) 0 0 72
Capital Financing and Interest 417 0 417 0 0 0 0 0 170 587
2,752 1 2,752 5 55 23 (69) 76 209 3,051
Total General Fund 9,006 1 9,006 48 140 47 (192) 0 (145) 8,904
Funded by
Revenue Support Grant 0 0
NNDR (Business rates baseline share) 2,180 2,180
New Homes Bonus 302 213
Lower Tier Services Grant 0 93
Use of Reserves 636 606
Collection Fund Surplus - Council Tax 69 0
Collection Fund Surplus - Business Rates 241 0
Contibution to Business Rates Reserves (241) 0
Council Tax Requirement 5,769 5,812
Number of Band D Equivalent Properties 20,635 20,380
Council Tax at Band D (excluding Whitworth) £279.57 Change in 2021/22 1.99% £285.13




Revenue Budget 2021/22

Communities Directorate

Changes within 2020/21

2020/21 20220/21 Volume/ 2021/22
Service Original In Year Revised Inflation Employee Other Inter-service Technical Original
Estimate Virements Baseline| Pay Award Increments Inflation Savings Virements Changes Budget
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Customer Services
Benefits Administration (265) 0 (265) 0 0 0 0 0 12 (253)
Benefits Granted (24) 0 (24) 0 0 0 0 0 0 (24)
Revenues Collection (360) 0 (360) 0 0 0 0 0 0 (360)
One Stop Shop / Switchboard (Capita) 5 0 5 0 0 0 0 0 0 5
E-Government (ICT Support) 621 0 621 1 4 4 (20) 0 93 713
Central Printing 4 0 4 0 0 0 0 0 0 4
Revs & Bens Partnership 1,171 0 1,171 0 0 12 0 0 (136) 1,047
Customer Services Management 74 0 74 0 1 0 0 0 0 75
Service Assurance Team & STAN 128 0 128 0 1 0 0 0 0 129
Leisure Services 71 0 71 0 0 0 0 0 0 71
Concessionary Travel 0 0 0 0 0 0 0 0 0 0
Pest Control (2) 0 Q) 0 0 0 0 0 0 (1)
1,425 0 1,425 1 5 16 (10) 0 (31) 1,406
Operational Functions
Operations & Fleet Management 345 0 345 4 6 0 (20) 0 4 339
Refuse & Recycling 1,500 0 1,500 18 8 0 (73) 0 (261) 1,192
Street Sweeping 370 0 370 4 1 0 0 0 0 375
Markets 4 0 4 0 0 0 0 0 (27) (23)
2,219 0 2,219 26 16 0 (93) 0 (283) 1,884
Communities
Playing Fields (Sports Facilities) 3 0 3 0 0 0 0 0 0 3
Parks 72 0 72 0 0 0 0 1 0 73
Cemeteries (223) 0 (223) 0 0 0 (5) 0 0 (227)
Parks & Open Spaces 857 0 857 10 39 0 0 0 (58) 849
Dog Warden 24 0 24 0 0 0 0 0 0 24
734 0 734 10 39 0 (5) 1 (58) 722
Environmental Health 354 0 354 0 2 0 (15) 0 (1) 340
Licensing and Enforcement 121 0 121 2 3 0 0 0 (8) 117
Housing
Housing Strategy 93 0 93 0 2 0 0 0 (39) 57
Private Sector Housing Renewals 1 0 1 0 0 (0) 0 0 (2 Q)
Homelessness 108 0 108 0 2 0 0 0 32 142
Empty Homes 0 0 0 0 0 0 0 0 300 300
203 0 203 0 4 (0) 0 0 291 498
Communities Directorate Total 5,055 0 5,055 38 69 17 (123) 1 (92) 4,966




Revenue Budget 2021/22

Economic Development Directorate

Changes within 2020/21

2020/21 2020/21 Volume/ 2021/22
Service Original In Year Revised Inflation Employee Other Inter-service Technical Original
Estimate Virements Baseline| Pay Award Increments Inflation Savings Virements Changes Budget
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Planning
Development Control 158 0 158 1 11 0 0 0 (27) 143
Forward Planning 151 0 151 1 0 0 0 0 (5) 147
309 0 309 2 11 0 0 0 (31) 291
Building Control
Fee Earning (44) 0 (44) 1 0 0 0 0 1 (43)
Statutory Function 32 0 32 0) 0 0 0 0 0 32
Street Signs 4 0 4 0 0 0 0 0 0 4
9 0 9) 1 0 0 0 0 1 @)
Regeneration
Regeneration Management 140 0 140 0 (1) 0 0 0 0 139
Economic Regeneration 105 0 105 0 6 0 0 0 0 111
Whitaker Park Museum 71 0 71 0 0 0 0 0 0 71
Area Forums 15 0 15 0 0 0 0 0 0 15
Other Grants 0 0 0 0 0 0 0 0 0 0
331 0 331 0 5 0 0 0 0 337
Property Services
Land Drainage 15 0 15 0 0 0 0 0 0 15
Public Conveniences 20 0 20 0 0 0 0 0 0 20
Depots 70 0 70 0 0 1 0 0 0 71
Cemeteries 67 0 67 0 0 1 0 0 0 68
Sports Grounds 69 0 69 0 0 0 0 0 0 70
Allotments 7 0 7 0 0 0 0 Q) 0 6
Whittaker Park Museum 10 0 10 0 0 0 0 0 0 11
Car Parks 68 0 68 0 0 1 0 0 0 69
Xmas Lights 33 0 33 0 0 0 0 0 0 33
Markets 41 0 41 0 0 0 0 0 0 41
Public Baths 14 0 14 0 0 0 0 @) 0 13
Public Halls 16 0 16 0 0 0 0 0 0 16
Sports Facilities 25 0 25 0 0 0 0 0 0 25
Council Offices 32 0 32 0 0 1 0 0 (0) 33
Bus Shelters / Stations 10 0 10 0 0 0 0 4 43 57
Public Clocks & Memorials 7 0 7 0 0 0 0 1 0 8
Facilities Management 267 0 267 0 0 0 0 (76) (100) 91
Courier (vehicle related costs) 4 0 4 0 0 0 0 0 0 4
Corporate Estates & Industrial Units (339) 0 (339) 2 1 0 0 (4) (176) (516)
Business Centre 132 0 132 0 0 2 0 0 0 134
567 0 567 2 1 7 0 (78) (233) 267
Economic Development Directorate Total 1,199 0 1,199 4 17 7 0 (78) (263) 887




Revenue Budget 2021/22

Corporate Directorate

Changes within 2020/21

2020/21 2020/21 Volume/ 2021/22
Service Original In Year Revised Inflation Employee Other Inter-service Technical Original
Estimate Virements Baseline| Pay Award Increments Inflation Savings Virements Changes Budget
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Legal Services 176 0 176 0 3 0 (5) 0 (2 172
Local Land Charges (20) 0 (20) 0 0 0 0 0 (0) (20)
Democratic Services
Electoral Registration 73 0 73 0 0 0 0 0 4 77
Elections 79 0 79 0 0 0 0 0 (0) 80
Individual Electoral Registration 0 0 0 0 0 0 0 0 0 0
Direct Member Costs (including allowances) 210 0 210 0 0 0 0 0 0 210
Democratic Support 165 0 165 2 1 0 0 0 (6) 162
Mayorality & Civic Events 53 0 53 0 0 0 0 0 0 54
Town Twinning 3 0 3 0 0 0 0 0 0 3
583 0 583 3 2 0 0 0 (2) 585
Corporate Management
Executive Office 353 0 353 0 2 0 0 0 (4) 351
Corporate Contingency 50 0 50 0 0 0 0 0 0 50
Executive Support /Corporate Subscriptions 64 0 64 1 0 0 0 0 0 65
Community Safety 0 0 0 0 0 0 0 0 0 0
467 0 467 1 2 0 0 0 (4) 466
Finance
Treasury Mgmt 81 0 81 0 0 0 0 0 0 81
Insurance Risk & Internal Audit 65 0 65 0 0 0 0 0 0 65
Accountancy 268 0 268 D 43 0 0 0 0 309
Exchequer 91 0 91 1 1 0 0 0 6 99
504 0 504 (0) 44 0 0 0 6 554
People & Policy
People & Policy 315 0 315 2 1 0 0 76 13 408
Corporate Support 192 0 192 (0) 3 0 0 0 28 222
Publicity & Tourism 4 0 4 0 0 0 0 0 0 4
511 0 511 2 4 0 0 76 41 634
Non-Distributed Costs
Pension Costs 94 0 94 0 0 23 (64) 0 0 53
Other Non Distributed costs 19 0 19 0 0 0 0 0 0 19
114 0 114 0 0 23 (64) 0 0 72
Capital Financing
Minimum Revenue Provision 371 0 371 0 0 0 0 0 94 465
Interest & Misc expenses 46 0 46 0 0 0 0 0 76 122
Reversal of Capital Charges 0 0 0 0 0 0 0 0 0 0
417 0 417 0 0 0 0 0 170 587
Corporate Directorate Total 2,752 0 2,752 5 55 23 (69) 76 209 3,051




Capital Programme & Financing 2020/21 - 2024/25

Schemes in Progress

Schemes

“ehicles / Equipment
Wheeled & Litter Bins
Playgrounds
Cemeteries

Pathways

CPO /Enforced Sales

Empty Homes Scheme

Ski Ro==endale

General Building Renovations & Maintenance
Whitworth pool - Boilers

“ctoria Way River Wall

Waterside Mill Emergency VWorks

Rock View'\W hitworth - cuhvert head rebuild
Purchase of 12 M arket Street, Bacup

Spinning Point - Building Phasel

Schemes funded
wholly/partly by External
Finance or Government
Grants
VWaste Transfer Station Henrietta 5t
Loveclough Park
Mullards
Staghilz
Whitworth wild play
Fizing Bridge play area
Sports Playing Fields
Haslingden Sportz Centre playing fields
DFG'S - Mandatory Grants
Plot 1 Futures Park
Plot 5 Futures Park
Futures Park Infrastructure
Whittaker Park Museum Refurt
Spinning Point - Phaze2
Bacup Historic Englnd

Total of Schemes in Progress

Est. Total
Cost of
Scheme

3426
17
35
30

100
21

113
629

110
350
104
I
63
1,224

Est. Total
Cost of
Scheme

175
29

42
121
22

64
157
49
2,195
1,466
3,965
500
1,855
500
2,315

Total
2020021 2021/22 2022723 2023124 2024/25 2020721 -
£000 £000 £000 £000 £000 2024125
£000
333 1,344 656 486 607 3,426
17 - - - - 17
15 10 10 - - 35
50 - - - - 50
60 20 20 - - 100
21 - - - - 21
650 600 500 500 500 2,750
113 113
229 100 100 100 100 629
14 - - - - 14
350 - - - - 350
100 - - - - 100
31 - - - - 31
63 - - - - 63
1,224 1,224
3,270 2,074 1,286 1,086 1,207 8,923
Total
2020721 2021/22 2022723 2023124 2024125 2020721 -
£000 £'000 £000 £'000 £000 2024125
£000
175 - - - - 175
29 - - - - 29
42 - - - - 42
121 - - - - 121
33 - - - - 88
64 - - - - 64
- - 157 - - 157
- - 43 - - 43
2,195 1,000 1,000 1,000 1,000 6,195
511 955 - - - 1,466
1,240 - - - - 1,240
158 342 - - - 500
1,525 250 80 - - 1,855
500 - - - - 500
39 363 391 517 - 2,315
6,687 3,415 2177 1,517 1,000 14,796
9,957 5,489 3,463 2,603 2,207 23,719




Earmarked Schemes or

Total

" Est. Total o021 202122 202223 2023124 2024125 2020/21 -
Schemes awaiting external Cost of S0 i i s | s | ames
funder approval Scheme £'000
Haslingden 2040 NLHF 2,033 - 500 800 733 - 2,033
Carbon Reduction Fund 1,000 - 250 250 250 250 1,000
Total - 750 1,050 983 250 3,033
Grand Total 9,957 6,239 4,513 3,586 2,457 26,752
MTFS Forecast 2021/22
Rossendale Borough Council Capital Financing Statement
Total Estimate
2020/21 2021/22 2022/23 2023/24 2024/25 2019/20 -
£'000 £'000 £'000 £'000 £'000 2023/24
£000
Estimated Expenditure
Schemes in Progress 9,957 5,489 3,463 2,603 2,207 23,719
New Schemes 0 750 1,050 983 250 3,033
Total Estimated Capital Payments 9,957 6,239 4513 3,586 2,457 26,752
Estimated Resources
Direct Revenue Finance 84 0 0 0 0 84
Disabled Facilities Grant 2,195 1,000 1,000 1,000 1,000 6,195
Other External Finance (see below) 2,870 1,587 1,262 955 0 6,674
Prudential Borrowing 0 2,398 2,178 1,564 1,457 7,597
Earmarked Reserves 186 45 73 67 0 371
Capital Receipts 4,622 1,210 0 0 0 5,832
Total Resources 9,957 6,239 4,513 3,586 2,457 26,752
Total surplus(-)/shortfall in year 0 0 0 0 0
ANALYSIS OF OTHER EXTERNAL FINANCE
Estimate Estimate Estimate Estimate Estimate
Funder 2020/21 2021/22 2022/23 2023/24 2024/25

Waste Transfer Station Henrietta St
Loveclough Park
Mullards
Staghills
Whitworth wild play
Rising Bridge play area
Plot 1 Futures Park
Plot 5 Futures Park
Whittaker Park Museum Refurb
Spinning Point - Phase2
Bacup Historic England
Haslingden 2040 NLHF
Total External Funding :

Lancashie County Council
Various

Various

Various

Section 106

Various

Lancashire Enterprise Partnership
Lancashire Enterprise Partnership
NLHF

Lancashie County Council
Historic England

NLHF

£000  £000 £000  £000  £000
70 - - - -
29 - - - -
16 - - - -
16 - - - -
101 - - - -
64 - - - -
250 469 - - -
781 - - - -
1,373 225 72 - -
150 - - - -
20 438 463 289 -
- 455 727 666 -
2870 1587 1262 955 0
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Appendix 4

Rossendale Borough Council

Council Meeting — 24th February 2021

Revenue Budget and Council Tax 2021-22

RECOMMENDATIONS

1 - Budget Requirement

1.1. Use of Earmarked Reserves:

Description £000

Transitional Reserve Nil

NNDR Reserve 606

Total 606
1.2.  Reduction in expenditure:

Description £000

No specific matters Nil

1.3. That consequent upon resolutions 1.2, and the Head of Finance opinion on the
robustness of the 2021-22 Estimates and the level of balances (Appendix 2), the
Council’'s Budget for 2021-22, as amended, is approved in the sum of £8,902,880
(before the use of reserves and Government grants).

2 —2021-22 Precepts / 2020-21 Collection Fund Surplus

2.1  That the receipt, or anticipated receipt, of the following precepts for 2021-22 be

noted:




2.2

3.1

3.2

4.1

4.2

(@)

Lancashire Police & Crime Commissioner
(General Expenses)

Lancashire County Council (General Expenses / Adult 29,677,152
Social Care)

Lancashire Combined Fire Authority (General Expenses) 1,472,863
Rossendale Borough Council (General Expenses) 5,810,949
Whitworth Parish Council (Special Expenses) 55,750

That estimated amounts due in relation to collection fund deficit 2020-21 are
noted:

£
Lancashire Police & Crime Commissioner (44,056)
Lancashire County Council (293,838)
Lancashire Combined Fire Authority (14,764)
Rossendale Borough Council (58,820)

Council Tax Base

That it is noted that The Head of Finance calculated the following amounts for the
year 2021-22 for the whole area of the Borough 20,380 “D” Band equivalent units
[Item T in the formula in Section 31B of the Local Government Finance Act 1992,
as amended by the Localism Act 2011]

For that part of the Council’s area being Whitworth Parish, the amount of 2,160 “D”
Band equivalent units, being the amounts calculated by the Council in accordance
with Regulation 6 of the Regulations, as the amounts of its Council Tax for the
year for dwellings in that part of its area to which the Special Items relate.

Council Tax Declaration

The Council is recommended to resolve as follows:-

Calculate that the Council Tax Requirement for the Council's own purposes for

2021/22 (excluding Parish precepts) is £ 5,810,949;

That the following amounts be calculated for the year 2021/22 in accordance with
Sections 31 to 36 of the Local Government Finance Act 1992:-

£30,246,003 Being the aggregate of the amounts which the Council
estimates for the items set out in Section 31A(2) of the Act

2



(b)

(€)

(d)

(€)

(f)

(9)

(h)

£24,379,304

£5,866,699

£287.87

£55,750

£285.13

£310.94

taking into account all precepts issued to it by Parish
Councils.

Being the aggregate of the amounts which the Council
estimates for the items set out in Section 31A(3) of the Act.

Being the amount by which the aggregate at 4.2(a) above
exceeds the aggregate at 4.2(b) above, calculated by the
Council, in accordance with Section 31A(4) of the Act, as
its Council Tax requirement for the year. (Item R in the
formula in Section 31B of the Act).

Being the amount at 4.2(a) above less the amount at
4.2(b) above, divided by the amount at 3.1 above,
calculated by the Council, in accordance with Section
31(B) of the Act, as the basic amount of its Council Tax for
the year (including Parish precepts).

Being the aggregate amounts of all special items (Parish
precepts) referred to in Section 34(1) of the Act.

Being the amount at 4.2(d) above less the result given by
dividing the amount at 3(e) above by Item T (1(a) above),
calculated by the Council, in accordance with Section
34(2) of the Act, as the basic amount of its Council tax for
the year for dwellings in those parts of its area to which no
Parish precept relates.

for part of the Council's area, Parish of Whitworth, being
the amounts given by adding to the amount at 4.2(f)
above the amounts of the special item or items relating to
dwellings in those parts of the Council’s area mentioned
above divided in each case by the amount at 3.2 above,
calculated by the Council, in accordance with Section
34(3) of the Act, as the basic amounts of its Council Tax
for the year for dwellings in those parts of its area to which
one or more special items relate.

Being the amounts shown below that are given by multiplying the amounts at
4.2(f) and 4.2(g) above by the number which, in the proportion set out in Section
5(1) of the Act, is applicable to dwellings listed in a particular valuation band
divided to dwellings listed in valuation band D, calculated by the Council, in
accordance with Section 36(1) of the Act, as the amounts to be taken into account

for the year in respect of categories of dwellings listed in different valuation bands.



VALUATION BANDS

B

C

D

Parish of Whitworth

207.30

241.84

276.39

310.94

380.04

449.13

518.24

621.88

Borough

All other parts of the

190.09

221.77

253.45

285.13

348.49

411.85

475.22

570.26

(i)

That it be noted that for the year 2021-22 the Lancashire County Council have

stated the following amounts in precepts issued to the Council, in accordance with
Section 40 of the Local Government Finance Act 1992, for each of the Categories

of dwellings shown below:-

VALUATION BANDS

A

B

C

D

E

F

G

H

Lancashire
County
Council

870.36

1,015.43

1,160.49

1,305.55

1,595.67

1,885.80

2,175.91

2,611.10

LCC Adult
Social
Care

100.43

117.16

133.90

150.64

184.12

217.59

251.07

301.28

Total

970.79

1,132.59

1,294.39

1,456.19

1,779.79

2,103.39

2,426.98

2,912.38

()

That it be noted that for the year 2021-22 the Police and Crime Commissioner for

Lancashire has stated the following amounts in precepts issued to the Council, in
accordance with Section 40 of the Local Government Finance Act 1992, for each
of the categories of dwellings shown below:

VALUATION BANDS

A B C D E F G H
Police & Crime
Commissioner | 150.97 | 176.13 | 201.29 | 226.45 | 276.77 | 327.09 | 377.42 | 452.90
for Lancashire

(k)

That it be noted that for the year 2021-22 the Lancashire Combined Fire Authority

have stated the following amounts in precepts issued to the Council, in
accordance with Section 40 of the Local Government Finance Act 1992, for each
of the categories of dwellings shown below:-




VALUATION BANDS

A B C D E F G H
Lancashire
Combined | 48.18 | 56.21 | 64.24 | 72.27 | 88.33 | 104.39 | 120.45 | 144.54
Fire
Authority
()] That, being calculated the aggregate in each case of the amounts at 4.2(h)

above and 4.2(i), (j) and (k) above, the Council, in accordance with Section 30(2)
of the Local Government Finance Act 1992, hereby sets the following amounts as
the amounts of Council Tax for the year 2020-21 for each of the categories of
dwellings show below:-

VALUATION BANDS

A B C D E F G H

Rossendale Borough
Council 190.09| 221.77| 253.45| 285.13 348.49| 411.85| 475.22| 570.26

Lancashire County Council 970.79| 1,132.59| 1,294.39|1,456.19 1,779.79| 2,103.39| 2,426.98| 2,912.38

Police & Crime
Commissioner for

Lancashire 150.97| 176.13| 201.29| 226.45| 276.77| 327.09| 377.42| 452.90
Lancashire Combined Fire

Authority 48.18 56.21| 64.24| 72.27| 88.33| 104.39| 120.45| 144.54
Total Non Parished Area 1,360.03| 1,586.70| 1,813.37|2,040.04| 2,493.38| 2,946.72| 3,400.07| 4,080.08
Parish of Whitworth 1,377.24| 1,606.77| 1,836.31|2,065.85| 2,524.93| 2,984.00| 3,443.09| 4,131.70
5 To determine in accordance with Section 52ZB of the Local Government Finance

Act 1992 that the Council’s basic amount of Council Tax for 2021/22 is not
excessive in accordance with principles determined by the Secretary of State
under Section 52ZC. As the billing authority, the Council has not been notified by a
major precepting authority that its relevant basic amount of Council Tax for
2020/21 is excessive and therefore the billing authority is not required to hold a
referendum in accordance with section 52ZK of the Local Government Finance Act
1992.

Council Tax

Collection - That the Head of Customer Services and e-Government, officers and
partners be authorised to take all necessary steps to ensure collection and
recovery of the Council Tax and National Non-Domestic Rates (NNDR).



NNDR1

In accordance with Section 59A of The Local Government Finance Act 1988, as
amended by The Local Government Finance Act 2012, the report informs
members of the calculations carried out in estimating the level of National Non-
Domestic Rates (the business rates tax base) the Council anticipates collecting in
2021-22. The business rates tax base, reported in the NNDR1 submission to the
Department for Communities and Local Government (DCLG), is noted as
£12,020,551 (Part 1a, line 13).

That estimated amounts due from each authority in relation to NNDR collection
fund for 2020-21 are noted:

£
Lancashire County Council (465,680)
Lancashire Combined Fire Authority (51,742)
Rossendale Borough Council (2,069,688)




Rossendale

BOROUGH COUNCIL

Subject: Capital Strategy 2021/22 - Status: For Publication

2024/25 and Capital
Programme 2021/22

Report to: Full Council Date: 24 February 2021

Report of: Chief Finance Officer Portfolio Holder: | Resources

Key Decision: | XI | Forward Plan [X] General Exception [ | | Special Urgency []
Equality Impact Assessment: Required: No Attached: No
Biodiversity Impact Assessment | Required: No Attached: No
Contact Officer: | Karen Spencer Telephone: 01706 252409

Email: karenspencer@rossendalebc.gov.uk

1.

1.1

1.2.

1.3.

RECOMMENDATIONS
Full Council approve the council’s Capital Strategy 2021/22 - 2024/25.

Full Council approve the council’s capital programme for 2021/22 and associated
capital expenditure of £6.24m.

Full Council are asked to delegate any in-year further minor amendments to the
capital programme to the Head of Finance in consultation with the Portfolio Holder
for Resources.

3.2

3.3

3.4

PURPOSE OF REPORT

To propose a capital expenditure programme for 2021/22 and the medium term, including
new capital projects approved during 2020/21 subject to further due diligence and legal
contracts. The report also explores a Capital Strategy for five years.

BACKGROUND
Capital expenditure refers to larger projects, typically over £10k in value, and those where
the benefit will last for more than one year, such as vehicles and buildings.

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

The capital programme is updated continually for agreed changes and reported to Cabinet
on a quarterly basis and to Council as part of any financial forecast updates. A prudent
approach is taken when preparing the programme to ensure that financing resources are
only estimated for when there is relative certainty that they will be received.

In accordance with CIPFA’s Prudential Code the council’s Chief Finance Officer is required
to have full regard for affordability, sustainability and prudence when making
recommendations about the council’s future capital programme. Such consideration includes
the level of long-term revenue commitments. The Council considers the affordability of
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4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

capital investment and the impact on revenue forecasts when formulating its capital
spending plans.

AN AFFORDABLE CAPITAL PROGRAMME 2021/22
In order to meet the council’s strategic plans and operational requirements the council have
drawn up an affordable capital programme for five years.

The full detail capital programme is attached at Appendix A and totals £26.752m. The
planned spend over the life of the programme is continuously reviewed and any scheme
profiling changes are reflected in quarterly monitoring reports. The table, below, sets out the
latest capital programme summary. This has been updated for agreed changes up to the
end of December 2020:

Table 1
Total
Sl SoEehie 2020/21 2021/22  2022/23 2023/24 2024/25 Sonaline
£'000 £000 £'000 £000 £000 £000
Operations & Communities 994 1,374 892 486 607 4,353
Corporate Services & Buildings 837 100 100 100 100 1,237
Housing 2,866 1,600 1,500 1,500 1,500 8,966
Regeneration 5,260 2,915 1,771 1,250 - 11,196
Climate change - 250 250 250 250 1,000
Estimated Expenditure 9,957 6,239 4,513 3,586 2,457 26,752

The council carries out stock condition surveys to establish a rolling programme of
improvement and refurbishment of its operational properties. The programme takes account
of the need for efficiency and environmental impact issues. The council’s properties include
office accommodation, the depot and venues such as the markets and open space facilities.

The council has an investment property portfolio managed to generate income to support the
revenue budget and maximise opportunities for regeneration. Plot 5 Futures Park has been
added in 2020/21 and Plot 1 is currently under construction.

The council has three major on-going capital projects, including; Phase 2 to the Whitaker
Park Museum (which was approved by members in 2018), the Bacup Historic England
Project and Plot 1 at Futures Park.

The council have developed a comprehensive replacement plan for the operational vehicle
fleet over the life of the MTFS. Whilst there has been delays in the procurement of some
vehicles in 2020/21, due to the Covid pandemic. Several replacement vehicles are
scheduled to be purchased in 2021/22.

There are a number of smaller projects on-going including the development of Henrietta
Street to improve access and incorporate a new waste transfer facility. Also the ongoing
maintenance of pathways and playground projects.

In 2020/21 there have been two additions to the programme as a result of emergency works
- Victoria Way river wall and Waterside Mill.

The council has added the Empty Homes scheme project to the capital programme, which is
included in the table above under housing.

The Haslingden 2040 National Lottery Heritage Fund application will be submitted in
February. If approved work is planned to start in July 2021.
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4.11 From 2021/22 it is proposed to include a new scheme designed to support carbon reduction
projects. The value of the scheme will be £1m over the life of the current programme. Each
project will require a business case and will be assessed on its own merit. Whilst the current
programme assumes the council will borrow to fund this scheme, wherever possible the
council will also aim to secure external funding to support individual projects.

5. FINANCING THE CAPITAL PROGRAMME
5.1 Capital resources come from three sources:
e Capital receipts from sales of land or other assets
e Capital grants or contributions from outside agencies, organisations or community
groups or from property developers through s106 agreements
e Revenue Contributions (RCCO) from either the council's own budgets, or from
property developers through s106 agreements.

The council has estimated the following financing sources will be available to fund the capital
investment programme:

Table2
£6.20m £7.60m £6.67m
Disabled Facilities Grants B Capital Receipts B Revenue Funding
Borrowing External Contributions

6. FUTURE PLANS

6.1 The council has an ambitious agenda for improving Rossendale. Projects requiring capital
funding must be financial sustainable. Other potential future schemes could include:

e An ‘Outdoor Rossendale’ project which is one of the key priorities of our newly
adopted Visitor Economy Strategy.

e Improvement projects recommended within the Play Strategy.

e Rossendale Valley Growth Corridor aimed at opening up new employment sites along
the A56/M66 corridor.

¢ Regeneration scheme for a future Cockerill Square in Haslingden.

e Future proposals for the redevelopment of Bacup town centre.

6.3 Each of these proposals is either at feasibility stage or earlier. Each will be considered for
approval by members in 2021/22. If the above projects are approved by Members they will
require capital funding. If this is funded using the council’s own resources or prudential
borrowing it will impact on the councils revenue budget and the capital programme would
need to be reviewed and adjusted.

7. RISK
All the issues raised and the recommendations in this report involve risk as set out below.

7.1 The council needs to ensure that it is able to generate adequate sources of capital funding to
support its capital commitments over the medium term and that it does not over stretch itself
in terms of borrowing exposure. This risk is mitigated by the on-going monitoring of the

capital programme and the agreement of any additions to the programme only following
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member approval, which will include considerations of the implications for the council’s
capital and revenue position.

7.2 In the current economic climate there is some uncertainty surrounding the council’s ability to
generate resources from the disposal of its surplus assets. Regular reporting will continue to
be made to members to explain any additional resources achieved and account for their
allocation to the programme as and when they become available.

7.3 The potential for unforeseen events or liability. For example, emergency works such as
those to culverts, properties and other council assets.

8. FINANCE
The financial implications are contained within the body of the report.

9. LEGAL
None.

10. POLICY AND EQUALITIES IMPLICATIONS
The capital programme forms part of the council’'s 2021/22 MTFS proposals and has been
included as part of the MTFS equality considerations and consultation process.

11. CONCLUSIONS

11.1 The proposed capital programme for 2021/22 and up to 2024/25 represents an affordable
plan, as indicated by the prudential borrowing performance indicators the Capital Strategy
(Appendix B).

11.2 The deficit between capital resources and requirements over the future years looks set to
continue. With severe pressures on the council’s revenue resources throughout the Medium
Term Financial Strategy it is likely that the council will need to take out further external
borrowing, as reflected in the capital programme financing estimates. This will lead to
interest costs which will need to be included within the business case for each investment.

Background Papers
Document Place of Inspection
Revenue Budget 2021/22 and the MTFS
update being reported to this committee
and Cabinet in Feb 2021

Financial Services working papers
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Appendix A

Est. Total Total
Schemes in PI’Og ress Cost of 20'20/21 20|21/22 20.22/23 20.23/24 20'24/25 2020/21 -
Scheme £'000 £'000 £'000 £'000 £'000 20‘24/25

£'000

Schemes

Vehicles / Equipment 3,426 333‘I 1,344 656 486 607 3,426
Wheeled & Litter Bins 17 17 - - - - 17
Playgrounds 35 15 10 10 = = 35
Cemeteries 50 50 - - = = 50
Pathways 100 60 20 20 - - 100
CPO / Enforced Sales 21 21 - - S = 21
Empty Homes Scheme 650 600 500 500 500 2,750
Ski Rossendale 113 113 113
General Building Renovations & Maintenance 629 229 100 100 100 100 629
Whitworth pool - Boilers 110 14 - - = = 14
Victoria Way River Wall 350 350 - - - - 350
Waterside Mill Emergency Works 100 100 - - - - 100
Rock View Whitworth - culvert head rebuild 31 31 - - - - 31
Purchase of 12 Market Street, Bacup 63 63 - - - = 63
Spinning Point - Building Phasel 1,224 1,224 1,224
3,270 2,074 1,286 1,086 1,207 8,923

Schemes funded Total
wholly/partly by External Eétc;sth:fl 2020/21  2021/22  2022/23 2023/24 2024/25 2020/21 -

Finance or Government Scheme £'000 £'000 £'000 £'000 £'000 2024/25
£'000
Grants
Waste Transfer Station Henrietta St 175 175 - = = = 175
Loveclough Park 29 29 - - - - 29
Mullards 42 42 - - - - 42
Staghills 121 121 - - - - 121
W hitworth wild play 88 88 - - = = 88
Rising Bridge play area 64 64 - - - - 64
Sports Playing Fields 157 - - 157 - - 157
Haslingden Sports Centre playing fields 49 - - 49 - - 49
DFG'S - Mandatory Grants 2,195 2,195 1,000 1,000 1,000 1,000 6,195
Plot 1 Futures Park 1,466 511 955 - - - 1,466
Plot 5 Futures Park 3,966 1,240 - - - - 1,240
Futures Park Infrastructure 500 158 342 - = = 500
Whittaker Park Museum Refurb 1,855 1,525 250 80 - - 1,855
Spinning Point - Phase2 500 500 - - = = 500
Bacup Historic England 2,315 39 868 891 517 - 2,315
6,687 3,415 2,177 1,517 1,000 14,796
Total of Schemes in Progress 9,957 5,489 3,463 2,603 2,207 23,719
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Earmarked Schemes or

Est. Total

Total

s 2020/21 2021/22 2022/23 2023/24 2024/25 2020/21 -
Schemes awaiting external Costof “. £000 £000 I
funder approval ALl £/000
Haslingden 2040 NLHF 2,033 - 500 800 733 - 2,033
Carbon Reduction Fund 1,000 - 250 250 250 250 1,000
Total - 750 1,050 983 250 3,033
Grand Total 9,957 6,239 4,513 3,586 2,457 26,752
MTFS Forecast 2021/22
Rossendale Borough Council Capital Financing Statement
Total Estimate
2020/21 2021/22 2022/23 2023/24 2024/25 2019/20 -
£'000 £'000 £'000 £'000 £'000 2023/24
£000
Estimated Expenditure
Schemes in Progress 9,957 5,489 3,463 2,603 2,207 23,719
New Schemes 0 750 1,050 983 250 3,033
Total Estimated Capital Payments 9,957 6,239 4,513 3,586 2,457 26,752
Estimated Resources
Direct Revenue Finance 84 0 0 0 0 84
Disabled Facilities Grant 2,195 1,000 1,000 1,000 1,000 6,195
Other External Finance (see below) 2,870 1,587 1,262 955 0 6,674
Prudential Borrowing 0 2,398 2,178 1,564 1,457 7,597
Earmarked Reserves 186 45 73 67 0 371
Capital Receipts 4,622 1,210 0 0 0 5,832
Total Resources 9,957 6,239 4,513 3,586 2,457 26,752
Total surplus(-)/shortfall in year 0 0 0 0 0
ANALYSIS OF OTHER EXTERNAL FINANCE
Estimate Estimate Estimate Estimate Estimate
Funder 2020/21 2021/22 2022/23 2023/24 2024/25
£'000 £'000 £'000 £'000 £'000
Waste Transfer Station Henrietta St Lancashie County Council 70 - - - -
Loveclough Park Various 29 - - - -
Mullards Various 16 - - - -
Staghills Various 16 - - - -
W hitworth wild play Section 106 101 - - = =
Rising Bridge play area Various 64 - - - -
Plot 1 Futures Park Lancashire Enterprise Partnership 250 469 - - -
Plot 5 Futures Park Lancashire Enterprise Partnership 781 - - - -
Whittaker Park Museum Refurb NLHF 1,373 225 72 - -
Spinning Point - Phase2 Lancashie County Council 150 - - - -
Bacup Historic England Historic England 20 438 463 289 -
Haslingden 2040 NLHF NLHF - 455 727 666 -
Total External Funding : 2,870 1,587 1262 955
| Version Number: [ 1 | Page: | 60f6




Rossendale

BOROUGH COUNCIL

The 2021/22 Capital Strategy



The Capital Strategy, including Prudential Indicators & Limits

Capital Strategy Report 2021/22

1. Introduction

The capital strategy gives a high-level overview of how capital expenditure, capital financing and
treasury management activity contribute to the provision of local public services along with an
overview of how associated risk is managed and the implications for future financial sustainability.
The development of the Corporate Capital Strategy is an iterative process insofar as
it will be updated as new issues arise, for example, during the development and
updating of the Council’s Corporate Priorities or as new issues that have an impact on the
Council emerge. At the present time, the Strategy is updated on an annual basis.

A sound capital programme must be driven by the Corporate Priorities and capital decisions must
balance the long-term gains with the initial capital costs and the ongoing revenue implications in terms
of running costs and potential income generation opportunities. The Prudential Code recognises that
in making its capital investment decisions the council must have explicit regard to option appraisal,
asset management planning, strategic planning for the council and achievability of the capital
programme.

2. Capital Expenditure and Financing

Capital expenditure is where the Council spends money on assets, such as property or vehicles that
will be used for more than one year. In local government this includes spending on assets owned by
other bodies, and loans and grants to other bodies enabling them to buy assets. The Council has some
limited discretion on what counts as capital expenditure, for example assets costing below £10,000
are not capitalised and are charged to revenue in year.

In 2021/22, the Council is planning capital expenditure of £6.239m summarised in Table 1.

Table 1 - Prudential Indicator: Estimates of Capital Expenditure

2020/21 2021/22 2022/23 2023/24 2024/25 Ex ;zrr?;ilure
£'000 £'000 £'000 £'000 £'000 P \
£000
Estimated Expenditure 9,957 6,239 4,513 3,586 2,457 26,752

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

e For full details of the Council’s capital programme

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

Table 2: Capital financing

Planned Financing of Capital Expenditure £m

£12.0
£10.0

£8.0 £5.0

e e

=N 2 £2.0 £1.0
£0.0 f01T TR0 :
2020/21 Estimate 2021/22 Estimate 2022/23 Estimate 2023/24 Estimate 2024/25 Estimate

fm

B Own Resources External Resources M Prudential Borrowing

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

Table 3: Replacement of Debt Finance

Minimum Revenue Provision £m

£0.80
£0.68
£0.70
£0.60 o £0.57
& £0.40
£0.30
£0.20
£0.10
£0.00
2020/21 2021/22 2022/23 2023/24 2024/25

B Minimum Revenue Provision £m

e The Council’s Minimum Revenue Provision statement is available in the Treasury Strategy

The Council’s cumulative outstanding amount of debt finance is measured by the capital financing
requirement (CFR). This increases with new debt-financed capital expenditure and reduces with MRP
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and capital receipts. The CFR is expected to increase by £3.1m during 2021/22. Based on the above
figures for expenditure and financing, the Council’s estimated CFR is as follows:

Table 4 - Prudential Indicator: Estimates of Capital Financing Requirement

Total CFR £m
30
23.08 24.07 24.84
25 21.35
18.23
20
& 15
10
0
31.03.2021 31.03.2022 31.03.2023 31.03.2024 31.03.2025

Asset management: To ensure that capital assets continue to be of long-term use, the Council has an
asset management strategy. Also wherever possible the Council investigates opportunities to dispose
of property assets for development, and explores other opportunities to maximise the return on the
investment property portfolio income or increase financial receipts. As well as future investments,
Members must also consider the costs of holding onto some assets compared with their contribution
towards the Corporate Priorities. Holding costs include revenue running costs and general
maintenance, but often capital maintenance costs are overlooked and these can mount up over time
if not addressed. The last comprehensive stock condition survey was undertaken in 2013 and since
then the Council has only had the resources to deal with the highest priority capital maintenance
works in a rolling programme of around £100k per annum. That said, the Facilities Management Team
is confident that all the Council’s assets are being adequately maintained. Enable the Council to
understand the scope of its property and land assets portfolio i.e. location, suitability, condition and
value.

Asset disposals: When a capital asset is no longer needed, it may be sold so that the proceeds, known
as capital receipts, can be spent on new assets or to repay debt. The Council’s ability to raise capital
receipts from land sales is dependent upon the current property market and its appetite to dispose of
non-operational assets. The opening value of capital receipts from sale of assets is forecast to be
£831k.

Housing capital receipts in the future are only expected from the sale of CPO properties and these are
dependent upon, and directly related to, any CPO costs.

Regular reporting will continue to be made to Members to explain any additional resources achieved
and account for their allocation to the programme as and when they become available. The Council
estimates it will receive £3.2m of capital receipts in the coming financial years as follows:
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Table 5: Capital Receipts

2020/21 2021/22 2022/23 2023/24 2024/25 Total
Estimate Estimate Estimate Estimate @ Estimate Estimate
£m £m £m £m £m £m
Asset Sales 2.72 0.48 0.00 0.00 0.00 3.20

Further details of planned asset disposals are included within the capital programme.

3. Treasury Management

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

Borrowing strategy: The Council’s main objectives when borrowing are to achieve a low but certain
cost of finance while retaining flexibility should plans change in future.

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

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

Projected levels of the Council's total outstanding debt
compared with the CFR £m

30 24.84
23.08 24.07 )
25 21.35 R n —
18.2 ¢
& 15
10
, IR
31.03.2021 31.03.2022 31.03.2023 31.03.2024 31.03.2025
I Long Term Borrowing (Existing & Estimated) === Capital Financing Requirement

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

Affordable borrowing limit: The Council is legally obliged to set an affordable borrowing limit (also
termed the authorised limit for external debt) each year. In line with statutory guidance, a lower
“operational boundary” is also set as a warning level should debt approach the limit.
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Table 7 - Prudential Indicators: Authorised limit and Operational Boundary for External Debt

B Authorised Limit B Operational Boundary

£24.8m
£22.8m £22.9m £22.8m
£20.8m £20.9m I I
2020/21 2021/22 2022/23 2023/24 2024/25

Further details on borrowing are in the Treasury Management Strategy

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

The Council’s policy on treasury investments is to prioritise security and liquidity over yield. That is to
focus on minimising risk rather than maximising returns. Cash is invested securely, for example with
the government or selected high-quality banks, to minimise the risk of loss. The Council does not make
investments for period over 365 days.

Table 8: Treasury Management Investments (cash balances)

Short-Term Investments

15
10 \

31/03/2021 31/03/2022 31/03/2023 31/03/2024 31/03/2025

fm

e Short-Term Investments
The estimated level of cash balances held at 31/03/21 is higher than normal due to the amount of
Government funds held for Covid business grants.
Further details on treasury investments are in the Treasury Management Strategy.

Governance: Decisions on treasury management investment and borrowing are made daily and are
therefore delegated to the Section 151 Officer who must act in line with the treasury management
strategy approved by Council. Treasury Management Activity is included within the quarterly
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monitoring reports which are presented to the Cabinet. The Audit and Accounts Committee is
responsible for scrutinising treasury management decisions.

4. Investments for Service Purposes

These investments, including loans, are made for their contribution toward service delivery objectives.
For example, the Council has provided loans to Rossendale Trust for equipment purchase and to the
Whitaker to enable the delivery of the current capital works. These loans are made to benefit the local
community. In light of the public service objective, the Council is willing to take more risk in making
service investments than it is with treasury investments, however it still aims for such investments to
contribute to its corporate priorities.

Governance: Decisions on service investments are made by either Cabinet or the Council, in line with
the Council’s constitution. Most loans are capital expenditure and purchases will therefore be
approved as part of the capital programme.

5. Commercial Activities

With central government financial support for local public services declining, the Council invests in
commercial property mainly for the aim of regeneration of the Borough whilst seeking to achieve
financial gain in order to produce a balanced overall financial budget and to minimise the charges to
Council Tax payers. At 31/03/20 the Councils investment properties were valued at £550k providing a
net return after all costs of 4.55%.

With regeneration and financial return being the main objective, the Council accepts higher risk on
commercial investment than with treasury investments. The principal risk exposures include increased
vacancies and potential fall in capital values. These risks are managed by the Property Services team
monitoring and actively seeking to lease vacant premises and effective monitoring of performance of
investment portfolio. A programme of works was developed which to-date has included the
development of Futures Park Plots 1 & 5, carrying out rent reviews and identifying surplus areas of
land and property assets to maximise the rental returns and achieve future capital receipts.

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

6. Liabilities

In addition to the debt in Table 6 above, the Council is committed to making future payments to cover
its pension fund deficit (valued at £1.5m at 31st March 2020). It has also set aside £1.9m (as at 31st
March 2020) in a Business Rates Appeal Provision to cover risks arising from the costs of Business
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Rates appeals as a consequence of the transference of such risks under the localisation of business
rates arrangements introduced in 2013.

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

Governance: Decisions on incurring new discretional liabilities are taken in consultation with the
Section 151 Officer.

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

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

2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
Actual Estimate Estimate Estimate Estimate Estimate
£000 £'000 £'000 £'000 £'000 £000
Financing Costs 55 154 188 194 214 201
Proportion of net revenue stream 0.67% 1.85% 2.27% 2.36% 2.56% 2.32%

Further details on the revenue implications of capital expenditure are included within the Capital
Programme.

Sustainability: Due to the very long-term nature of capital expenditure and financing, the revenue
budget implications of expenditure incurred in the next few years may extend for up to 50 years into
the future. The Head of Finance is satisfied that the proposed capital programme is prudent,
affordable and sustainable.

7. Knowledge and Skills

The Council employs professionally qualified and experienced staff in senior positions with
responsibility for making capital expenditure, borrowing and investment decisions. For example, the
Head of Finance is a qualified accountant with over 20 years’ of Local Government experience. The
Council pays for accountancy staff to study towards relevant professional accountancy qualifications
and the staff involved in treasury management attend treasury seminars and workshops provided by
CIPFA and other external service providers. Training is provided to Councillors as part of the financial
management training delivered by the Section 151 Officer and more detailed treasury management
training to Councillors on the Audit & Accounts Committee by treasury management advisors Link
Asset Management Limited. Where appropriate the Council appoints external advisors and
consultants that are specialists in their field. This approach is more cost effective than employing such
staff directly, and ensures that the Council has access to knowledge and skills commensurate with its
risk appetite.
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Rossendale

BOROUGH COUNCIL

Subject: Treasury Management Status: For Publication

Strategy & Treasury

Management Practises
Report to: Full Council Date: 24" February 2021
Report of: Chief Finance Officer Portfolio Holder: | Resources
Key Decision: | XI | Forward Plan [X General Exception [ ] | Special Urgency [ ]
Equality Impact Assessment: Required: No Attached: No
Biodiversity Impact Assessment | Required: No Attached: No
Contact Officer: | Karen Spencer Telephone: 01706 252409
Email: karenspencer@rossendalebc.gov.uk

1.1.

1.2.

RECOMMENDATIONS

Council is recommended to approve:-

The Treasury Management Strategy Statement and the Treasury Management Policy
and Practises.

To delegate any further minor amendments to the Head of Finance in consultation
with the Portfolio Holder for Resources.

3.2

3.3

PURPOSE OF REPORT

The purpose of the report is to obtain Council approval of the updated Treasury
Management Strategy Statement (TMS) and Treasury Management Policy and Practises
(TMP).

BACKGROUND

This is an annual update of the Treasury Management Strategy Statement (Appendix 1)
and the Treasury Management Policy and Practices (Appendix 2), based upon the
Chartered Institute of Public Finance and Accountancy’s (CIPFA) Treasury Management
and Prudential Codes 2017.

Treasury management is concerned with how organisations manage their cash resources
and its scope covers borrowing, investment and hedging instruments and techniques.
Risk is inherent in all treasury management activities and it is necessary to balance risk
and return. In the public services it is generally considered that the priority is to protect
capital rather than maximize return.

The Treasury Management Strategy Statement for 2021/22 at Appendix 1 is written in
conjunction with both the revenue budget for 2021/22 and the Capital Strategy and
Capital Programme 2021/22 to 2024/25 which are also being placed before members for
consideration, specifically in respect of the TMSS at Appendix 1:

e Capital Strategy at 1.2.1
Capital Expenditure at 2.1 and 5.1.1
The Capital Financing Requirement (CFR) at 2.2
Minimum Revenue Provision (MRP) and Voluntary Revenue Provision (VRP) at 2.4
Interest expenditure and income at 5.1.2
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3.4

3.5

3.6

3.7

3.8

3.9

3.10

3.11

The interest rates quoted at paragraphs 3.3 and 5.2 of the strategy reflect the average of
samples gathered by Link Asset Services as at the 1st January 2021 from city and non-
city forecasters, including HM Treasury. The forecasts are an estimate based on today’s
financial climate. Whilst forecasters are comparatively confident about their estimates for
the coming financial year, those for longer term are far less reliable.

The Treasury Management Strategy Statement covers:
e treasury controls and reporting mechanisms required to limit the treasury risk and
activities of the Council
e the current and expected cash and reserve balances (2.3)
e the borrowing requirement and borrowing limits (3.1)
prospects for interest rates (3.3)
policy on borrowing in advance of need (3.5)
the investment strategy and expected rates of return (4.4)
Prudential Indicators and the MRP strategy (5.1)
treasury management scheme of delegation (5.6) and the relevant roles and
responsibilities of delegated officers (5.7)

As part of the council’s budget-setting work the estimates of future interest rates, capital
resources and expenditure and capital financing costs (through the Minimum Revenue
Provision) have been included in arriving at a balanced budget for 2020/21.

Members’ attention is drawn to the change to the maximum deposit with any one bank on
page 35. In light of the current economic climate, officers recommend that the maximum
deposit limit with the UK Government’'s Debt Management Office (DMO) is removed. In
times of economic uncertainty the UK Government is considered the most secure
counterparty to hold our cash deposits.

Members are asked to note the proposed change in Minimum Revenue Provision (MRP)
Policy on page 7, section 2.4. Officers recommend the move from a straight line or
reducing balance method of calculation to an annuity method, which unlike the current
method takes account of the time value of money.

The Treasury Management Policy and Practices at Appendix 2 provide further operational
detail on the plans within the Treasury Management Strategy Statement. For 2021/22
there have been only very minor amendments to the Treasury Management Policy and
Practises to cover the works with related parties and subsidiaries and to keep it in line
with updates in the TMSS above.

The Treasury Management Practises cover :

¢ risk management arrangements and techniques

e performance measurement

e decision making and operational controls within the day to day administration of
treasury and cash flow management

e measures to prevent money laundering

e training requirements for staff included within the delegation arrangements in the
Treasury Management Strategy Statement

e further details on the use of external service providers

At times of low interest rates from banks, one alternative use of resources open to the
council is the pre-payment of revenue creditors in order to achieve early payment
discounts. These transactions are not treated as investments, therefore do not fall under
the TMS or TMPs in the appendices attached. However, the same considerations of risk
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3.12

4.2

7.2

8.2

and reward should be considered prior to entering into any such agreement. The Head of
Finance must be sure of the nature and obligation of the future transactions, their
expected value and the credit worthiness of the supplier/counterparty involved.

The impact on the UK from coronavirus, lockdown measures, the rollout of vaccines, as
well as the new trading arrangements with the European Union, will remain major
influences on the council’s treasury management strategy for 2021/22.

RISK
The key risks associated with the strategy include:
» Overpayment of contributions cannot be returned.
* An unexpected increase in bank base rates.
» Agreeing the accounting treatment with external auditors.
* An unexpected reduction in cash balances. Each individual opportunity would be
assessed on its own merits and reported to members at the next available
opportunity.

All the issues raised and the recommendations in this report involve risk considerations as
set out below:

e Failure to comply with legal statute, Codes of Practice and regulations of the
council.

e Financial risks and credit risks exposure as a result of treasury management
decisions. The TMS lays the ground rules for balancing the desire to maximize
interest earning capacity with the potential risks of investments in the financial
sector, especially in the current economic climate.

FINANCE
Financial matters are dealt within the report.

LEGAL
There are no material implications.

POLICY AND EQUALITIES IMPLICATIONS
Consultation has taken place with the council’s treasury management advisors - Link
Asset Services.

Officers have ensured that the documents attached meet the requirements of the current
CIPFA revised Treasury Management Code of Practice and revised Prudential Code 2017
by adopting the proforma documents provided by Link Asset Services with only minor
adaptations for local considerations.

CONCLUSIONS

Following consideration at Full Council, Members are asked to approve the adoption of
the updated Treasury Management Strategy Statement and Treasury Management Policy
and Practises, which will ensure continued compliance with the Code and continue to
manage the council’'s exposure to financial risk.

In light of the current economic climate and resultant changing cash flow requirements,
Members are asked to delegate any minor amendments required within year to the Head
of Finance in consultation with the Portfolio Holder for Resources.
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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 appetite,
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, when it is prudent and economic, any debt previously
drawn may be restructured to meet Council risk or cost objectives.

The contribution the treasury management function makes to the authority is critical, as the balance
of debt and investment operations ensure liquidity or the ability to meet spending commitments as
they fall due, either on day-to-day revenue or for larger capital projects. The treasury operations will
see a halance of the interest costs of debt and the investment income arising from cash deposits
affecting the available budget. Since cash balances generally result from reserves and balances, it
is paramount to ensure adequate security of the sums invested, as a loss of principal will in effect
result in a loss to the General Fund Balance.

CIPFA defines treasury management as:

“The management of the local authority’s borrowing, 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.”

This authority has not engaged in any commercial investments and has no non-treasury
investments.

1.2 Reporting requirements

1.2.1 Capital Strategy

The CIPFA 2017 Prudential and Treasury Management Codes require all local authorities to
prepare a capital strategy report which will provide the following:
o ahigh-level long term overview of how capital expenditure, capital financing and treasury
management activity contribute to the provision of services
e an overview of how the associated risk is managed
the implications for future financial sustainability

The aim of this capital strategy is to ensure that all elected members on the full council fully
understand the overall long-term policy objectives and resulting capital strategy requirements,
governance procedures and risk appetite.
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1.2.2 Treasury Management reporting

The Council is currently required to receive and approve, as a minimum, three main treasury
reports each year, which incorporate a variety of policies, estimates and actuals.

a. Prudential and treasury indicators and treasury strategy (this report) - The first, and
most important report is forward looking and 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

« aninvestment strategy, (the parameters on how investments are to be managed).

This report is required to be adequately reviewed and scrutinised by Cabinet before being
recommended for approval by the Council.

b. A mid-year treasury management report — This is primarily a progress report and will
update members on the capital position, amending prudential indicators as necessary,
and whether any policies require revision. This is included within each of the Council’s
monitoring reports presented to Cabinet quarterly.

c. Anannual treasury report — This is a backward looking review document and provides
details of a selection of actual prudential and treasury indicators and actual treasury
operations compared to the estimates within the strategy. This is included within the
Council’s end of year financial monitoring report presented to Cabinet.

1.3 Treasury Management Strategy for 2021/22

The strategy for 2021/22 covers two main areas:

Capital issues
. the capital expenditure plans and the associated prudential indicators;
« the minimum revenue provision (MRP) policy.

Treasury management issues
« the current treasury position;
« treasury indicators which 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
« the policy on use of external service providers.
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These elements cover the requirements of the Local Government Act 2003, the CIPFA Prudential
Code, MHCLG MRP Guidance, the CIPFA Treasury Management Code and MHCLG Investment
Guidance.

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. Financial training for Members is undertaken annually in June.

The training needs of treasury management officers is reviewed annually.

1.5 Treasury management consultants

The Council uses Link Group, Treasury solutions as its external treasury management advisors.

The Council recognises that responsibility for treasury management decisions remains with the
organisation at all times and will ensure that undue reliance is not placed upon the services of our
external service providers. All decisions will be undertaken with regards to all available information,
including, but not solely, our treasury advisers.

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.
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2 THE CAPITAL PRUDENTIAL INDICATORS 2021/22 -
2024/25

The Prudential and Treasury Management Codes require local authorities to undertake financial
planning for periods longer than the three years required for prudential and treasury indicators.

The Council’s capital expenditure plans are the key driver of treasury management activity. The
output of the capital expenditure plans is reflected in the 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 are asked to approve
the capital expenditure forecasts:

Table 1
Total
Capital Expenditure 2020/21 2021/22 2022/23 2023/24 2024/25 Expenditure
£000 £000 £000 £000 £000 £000
Operations & Communities 994 1,374 892 486 607 4,353
Corporate Services & Buildings 837 100 100 100 100 1,237
Housing 2,866 1,600 1,500 1,500 1,500 8,966
Regeneration 5,260 2,915 1,771 1,250 - 11,196
Climate change - 250 250 250 250 1,000
Estimated Expenditure 9,957 6,239 4,513 3,586 2,457 26,752

Long Term Liabilities — The Council currently has two loans from PWLB, the first taken out in
2010 over a period of 25 years, for which the annual repayment of principle is £184k, the second
was taken out in 2019 over 20 years for which the annual repayment of principle is £100k.

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

borrowing need.

Table 2
Financing of Capital 2020/21 2021/22  2022/23 2023/24  2024/25 Ex -er:ctiilure
Expenditure £000 £000 £'000 £'000 £'000 p£' 000
Capital Receipts 4,622 1,210 - - - 5,832
Capital Grants 5,065 2,587 2,262 1,955 1,000 12,869
Capital Reserves - - - - - 0
Earmarked Reserves 186 45 73 67 - 371
Revenue 84 - - - - 84
Total in-year resources 9,957 3,842 2,335 2,022 1,000 19,156
Net Financing need for year - 2,398 2,178 1,564 1,457 7,597
2.2 The Council’s borrowing need (the Capital Financing Requirement)
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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
indebtedness and so it's the underlying borrowing need. Any capital expenditure above, which
has not immediately been paid for through a revenue or capital resource, will increase the CFR.

The Council is asked to approve the CFR projections below:

Table 3
Capital Financing Requiement 2019/20 20_20/21 20_21/22 20_22/23 20_23/24 20_24/25
(CFR) Actual Estimate Estimate Estimate Estimate Estimate
£'000 £'000 £'000 £'000 £'000 £'000
Opening CFR 11,407 14,063 18,225 21,352 23,080 24,070
Movement in CFR 2,656 4,162 3,127 1,728 990 769
Closing CFR 14,063 18,225 21,352 23,080 24,070 24,839
Movement in CFR is repesented by
Net Financing need for year 3,195 - 2,398 2,178 1,564 1,457
Less MRP repayments 539 460 480 450 574 688
Movement in CFR 2,656 ( 460) 1,918 1,728 990 769

The CFR does not increase indefinitely, as the minimum revenue provision (MRP) is a statutory
annual revenue charge which broadly reduces the indebtedness in line with each asset’s life,
and so charges the economic consumption of capital assets as they are used.

The movement in CFR in 2021/22 is £3,127k, which includes the following projects:

e The operational vehicle/equipment replacement plan

e Empty Homes Scheme
The actual movement in the CFR is dependant on whether new schemes are added and the
timing of existing schemes.

2.3 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.

Table 4
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2019/20 2020/21 2021/22 2022/23 2023/24 2024/25

Year End Resources Actual Estimate Estimate Estimate Estimate Estimate
£000 £000 £000 £000 £000 £000

General Fund Balance 1,000 1,000 1,000 1,000 1,000 1,000
Earmarked Reserves 6,452 5,609 4,869 4,075 3,386 2,744
Capital Receipts 2,733 2,715 475 - - -
Government Grants Unapplied 1,285 1,206 1,000 1,000 250 100
Additional Resources to fund the MTFS - - - (401) (401) (400)
Total Reserves 11,470 10,530 7,344 5,674 4,235 3,444
(Under)/Over Borrowing (see 3.1) (9,353) (13,799) (14,813) (14,747) (14,657) (14,333)
Expected Resources 2,117 (3,269) (7,469) (9,073) (10,422) (10,889)
Cash Balances 7,991 12,602 5,741 4,860 4,617 3,990
Working Capital* 5,874 15,871 13,210 13,933 15,039 14,879

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

2.4 Minimum revenue provision (MRP) policy statement

Introduction

Where the Council finances capital expenditure by debt, it must put aside resources to
repay that debt in later years. The amount charged to the revenue budget for the
repayment of debt is known as Minimum Revenue Provision (MRP), although there has
been no statutory minimum since 2008. The Local Government Act 2003 requires the
Council to have regard to the Ministry of Housing, Communities and Local
Government’s Guidance on Minimum Revenue Provision (the MHCLG Guidance) most
recently issued in 2018.

The broad aim of the MHCLG Guidance is to ensure that capital expenditure is financed
over a period that is either reasonably commensurate with that over which the capital
expenditure provides benefits, or, in the case of borrowing supported by Government
Revenue Support Grant, reasonably commensurate with the period implicit in the
determination of that grant.

The MHCLG Guidance requires the Council to approve an Annual MRP Statement each
year and recommends a number of options for calculating a prudent amount of MRP,
but authorities retain flexibility over their determination of what is prudent.

The proposed methodologies for use within Rossendale Borough Council are set out
below and reflect the basic principles set out in the guidance, along with some locally
determined and prudent modifications to make the MRP more straightforward to
calculate.

Proposed MRP Policy Statement for 2021/22
The following MRP Policy is proposed, under guidance issued by the MHCLG is as follows:

(a) For capital expenditure that is self-financed from debt arising in 2007/08 and thereafter
- to charge the expenditure over the expected useful life of the relevant asset (“the
Asset Life Method”), but to use the annuity variant, based on the average PWLB
annuity rates prevailing in the year of the expenditure (rather than charging on a
straight line basis over the asset life).

Responsible Section/Team Finance Version/Status 2021/22 v1
Responsible Author Finance Manager Report submitted to Full Council
Date Amended now Feb 2021 Meeting date 24 Feb 2021
Due for Review Feb 2022 Page 7




(b) For assets acquired by leases MRP will be determined as being equal to the element of
the rent or charge that goes to write down the balance sheet liability.

(c) In those cases where asset lives cannot be readily determined - to use a default period
of 20 or 25 years in line with government guidance. However the Council may make its
own determination in exceptional circumstances, if the recommendation of the guidance
would not be appropriate.

Change in Policy from Previous Years

The above policy in respect of capital expenditure financed from debt arising in 2007/08 and
thereafter represents a change from those reported in the MRP statement presented for
2020/21. The proposed policy for 2021/22 is for MRP to be charged over the expected useful
life of the relevant asset using an annuity variant, based on the PWLB rate prevailing in the
year of the expenditure. Previously MRP has been charged over the same period but on a
straight-line basis or reducing balance basis.

The annuity method makes provision for an annual charge to the General Fund which, unlike
the current Straight Line method, takes account of the time value of money. The annual
MRP charges made by using the annuity method results in a consistent charge over an
asset’s life, taking into account the real value of the annual charges when they fall due.

It is proposed that these changes in policy are implemented for 2020/21 and subsequent
years.

As some types of capital expenditure incurred by the Council are not capable of being related
to an individual asset, asset lives will be assessed on a basis which most reasonably reflects
the anticipated period of benefit that arises from the expenditure.

Also, whatever type of expenditure is involved, it will be grouped together in a manner which
reflects the nature of the main component of expenditure and will only be divided up in cases
where there are two or more major components with substantially different useful economic
lives.

Capital expenditure incurred during 2021/22 will not be subject to a MRP charge until
2022/23.
Therefore, in the determination of MRP, the Council will be both:
(a) prudent - working within the principle that debt be repaid over a period
reasonably commensurate with that over which the capital expenditure provides
benefits, and

(b) practical - making detailed determinations where the impact of the
calculation will be material, but allowing a more general approach if that
would be reasonable.

MRP Overpayments - A change introduced by the revised MHCLG MRP
Guidance was the allowance that any charges made over the statutory minimum
revenue provision (MRP), voluntary revenue provision or overpayments, can, if
needed, be reclaimed in later years if deemed necessary or prudent. In order for
these sums to be reclaimed for use in the budget, this policy must disclose the
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cumulative overpayment made each year.

overpayments of £657k.

In 2018/19 the Council made VRP
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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 relevant professional codes, so that sufficient cash is
available to meet this service activity and the Council’s capital strategy. 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 overall treasury management portfolio as at 31 March 2020 and for the position as at
31/12/2020 are shown below for both borrowing and investments.

Table 5
31/03/2020 31/12/2020
Actual Current Portfolio
£000 £000

External Borrowing:

Public Works Loan Board Loan 1 2,760 2,668
Public Works Loan Board Loan 2 1,950 1,900
Total External Borrowing 4,710 4,568
Treasury Investments: 9,420 9,136
Nat West SIBA 5,491 4,469
Handelsbanken Instant - 3,000
Handelsbanken 35 Day - 2,000
Lloyds 32 Day 1,000 -
Lloyds Instant 1,500 -
Lloyds Treasury Call Account - 8,000
Total Treasury Investments 7,991 17,469
Net Borrowing / (Lending) (3,281) (12,901)

The Council’s forward projections for borrowing are summarised below. The table shows
the actual external debt, against the underlying capital borrowing need, (the Capital

Financing Requirement - CFR), highlighting any over or under borrowing.
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Table 6

2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
Borrowing Position Actual Estimate Estimate Estimate Estimate Estimate
£000 £000 £000 £000 £000 £000

Debt at 1st April 2,944 4,710 4,426 6,540 8,334 9,414
Debt Repayments (234) (284) (284) (384) (484) (364)
New Debt 2,000 2,398 2,178 1,564 1,457
Debt at 31st March 4,710 4,426 6,540 8,334 9,414 10,507
Original PWLB Loan 2,760 2,576 2,392 2,208 2,024 1,840
Futures Park Plot 5 1,950 1,850 1,750 1,650 1,550 1,450
Estimated New Debt 2,398 4,476 5,840 7,217
Capital financing Requirement (CFR) 14,063 18,225 21,352 23,080 24,070 24,839
Under / (over) Borrowing 9,353 13,799 14,813 14,747 14,657 14,333

Within the range of 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
2021/22 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 or
speculative purposes.

The Head of Finance 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.

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 and the ability to fund under-
borrowing by other cash resources.

Table 7

2020/21 2021/22  2022/23  2023/24 2024/25

CIRErENEnE] BoLiE £000 £000 £000 £000 £000

Total External Debt 20,750 20,900 21,900 22,100 22,800

The authorised limit for external debt. This is a key prudential indicator and
represents a control on the maximum level of borrowing. This represents a legal 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 not yet been exercised.

2. The Council is asked to approve the following authorised limit:

Table 8
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2020/21 2021/22  2022/23  2023/24 2024125

Authorised Limit £000 £000 £000 £000 £000

Total External Debt 22,750 22,900 23,900 24,100 24,800

In graphical terms the relationship between the total CFR, the current external
borrowing and the suggested authorised and operational debt boundaries can be
shown as follows, the prudent level of future potential borrowing is clearly visible as
the gap between the predicted CFR and the current borrowing level.

Table 9
Prudential Indicators
30
25 —
/
N / /
£m 15
10
5
0
2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
mm Total Debt  ——Authorised Limit Operational Boundary ——Total CFR

3.3 Prospects for interest rates

The Council has appointed Link Group as its treasury advisor and part of their service
is to assist the Council to formulate a view on interest rates. Link provided the following
forecasts on 26/11/20.

Table 10

Link Group Interest Rate View 9.11.20

These Link forecasts have been amended for the reduction in PWLB margins by 1.0% from 26.11.20

Dec-20 Mar-21 Jun-21  Sep-21  Dec-21 Mar-22 Jun-22 Sep-22 Dec-22 Mar-23 Jun-23 Sep-23 Dec-23 Mar-24

BANK RATE 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
3 month ave earnings 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
6 month ave earnings 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10

12 month ave earnings 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20

5yr PWLB 0.80 0.80 0.80 0.80 0.80 0.90 0.90 0.90 0.90 0.90 1.00 1.00 1.00 1.00

10yr PWLB 110 110 110 1.10 1.10 1.20 1.20 1.20 120 120 1.30 1.30 1.30 1.30

25yr PWLB 1.50 1.50 1.60 1.60 1.60 1.60 1.70 1.70 1.70 1.70 1.80 1.80 1.80 1.80

50 yr PWLB 1.30 1.30 1.40 1.40 1.40 1.40 1.50 150 150 150 1.60 1.60 1.60 1.60

The coronavirus outbreak has done huge economic damage to the UK and economies
around the world. After the Bank of England took emergency action in March to cut
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Bank Rate to first 0.25%, and then to 0.10%, it left Bank Rate unchanged at its
subsequent meetings to 5" November, although some forecasters had suggested that
a cut into negative territory could happen. However, the Governor of the Bank of
England has made it clear that he currently thinks that such a move would do more
damage than good and that more quantitative easing is the favoured tool if further
action becomes necessary. As shown in the forecast table above, no increase in Bank
Rate is expected in the forecast table above as economic recovery is expected to be
only gradual and, therefore, prolonged.

Guilt Yields/PWLB Loan Rates

There was much speculation during the second half of 2019 that bond markets were
in a bubble which was driving bond prices up and yields down to historically very low
levels. The context for that was a heightened expectation that the US could have been
heading for a recession in 2020. In addition, there were growing expectations of a
downturn in world economic growth, especially due to fears around the impact of the
trade war between the US and China, together with inflation generally at low levels in
most countries and expected to remain subdued. Combined, these conditions were
conducive to very low bond yields. While inflation targeting by the major central banks
has been successful over the last thirty years in lowering inflation expectations, the
real equilibrium rate for central rates has fallen considerably due to the high level of
borrowing by consumers. This means that central banks do not need to raise rates as
much now to have a major impact on consumer spending, inflation, etc. The
consequence of this has been the gradual lowering of the overall level of interest rates
and bond yields in financial markets over the last 30 years. Over the year prior to the
coronavirus crisis, this has seen many bond yields up to 10 years turn negative in the
Eurozone. In addition, there has, at times, been an inversion of bond yields in the US
whereby 10 year yields have fallen below shorter term yields. In the past, this has been
a precursor of a recession. The other side of this coin is that bond prices are elevated
as investors would be expected to be moving out of riskier assets i.e. shares, in
anticipation of a downturn in corporate earnings and so selling out of equities.

As the interest forecast table for PWLB certainty rates above shows, there is expected
to be little upward movement in PWLB rates over the next two years as it will take
economies, including the UK, a prolonged period to recover all the momentum they
have lost in the sharp recession caused during the coronavirus shut down period. From
time to time, gilt yields, and therefore PWLB rates, can be subject to exceptional levels
of volatility due to geo-political, sovereign debt crisis, emerging market developments
and sharp changes in investor sentiment, (as shown on 9" November when the first
results of a successful COVID-19 vaccine trial were announced). Such volatility could
occur at any time during the forecast period.

Investment and borrowing rates
e Investment returns are likely to remain exceptionally low during 2021/22 with little
increase in the following two years.

e Borrowing interest rates fell to historically very low rates as a result of the COVID
crisis and the quantitative easing operations of the Bank of England: indeed, gilt
yields up to 6 years were negative during most of the first half of 20/21. The policy of
avoiding new borrowing by running down spare cash balances has served local
authorities well over the last few years. The unexpected increase of 100 bps in
PWLB rates on top of the then current margin over gilt yields of 80 bps in October
2019, required an initial major rethink of local authority treasury management
strategy and risk management. However, in March 2020, the Government started a
consultation process for reviewing the margins over gilt rates for PWLB borrowing
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3.4

for different types of local authority capital expenditure. (Please note that Link has
concerns over this approach, as the fundamental principle of local authority
borrowing is that borrowing is a treasury management activity and individual sums
that are borrowed are not linked to specific capital projects.) It also introduced the
following rates for borrowing for different types of capital expenditure: -

PWLB Standard Rate is gilt plus 200 basis points (G+200bps)
PWLB Certainty Rate is gilt plus 180 basis points (G+180bps)
PWLB HRA Standard Rate is gilt plus 100 basis points (G+100bps)
PWLB HRA Certainty Rate is gilt plus 80bps (G+80bps)

Local Infrastructure Rate is gilt plus 60bps (G+60bps)

As a consequence of these increases in margins, many local authorities decided to
refrain from PWLB borrowing unless it was for HRA or local infrastructure financing,
until such time as the review of margins was concluded.

On 25.11.20, the Chancellor announced the conclusion to the review of margins over
gilt yields for PWLB rates; the standard and certainty margins were reduced by 1%
but a prohibition was introduced to deny access to borrowing from the PWLB for any
local authority which had purchase of assets for yield in its three year capital
programme. The new margins over gilt yields are as follows: -.

PWLB Standard Rate is gilt plus 100 basis points (G+100bps)
PWLB Certainty Rate is gilt plus 80 basis points (G+80bps)

PWLB HRA Standard Rate is gilt plus 100 basis points (G+100bps)
PWLB HRA Certainty Rate is gilt plus 80bps (G+80bps)

Local Infrastructure Rate is gilt plus 60bps (G+60bps)

Borrowing for capital expenditure. As Link’s long-term forecast for Bank Rate is
2.00%, and all PWLB rates are under 2.00%, there is now value in borrowing from
the PWLB for all types of capital expenditure for all maturity periods, especially as
current rates are at historic lows. However, greater value can be obtained in
borrowing for shorter maturity periods so the Council will assess its risk appetite in
conjunction with budgetary pressures to reduce total interest costs. Longer-term
borrowing could also be undertaken for the purpose of certainty, where that is
desirable.

While this authority will not be able to avoid borrowing to finance new capital
expenditure, due to the rundown of reserves, there will be a cost of carry, (the
difference between higher borrowing costs and lower investment returns), to any new
borrowing that causes a temporary increase in cash balances as this position will,
most likely, incur a revenue cost.

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 still an issue that needs to be considered.

Against this background and the risks within the economic forecast, caution will be adopted
with the 2021/22 treasury operations. The Head of Finance will monitor interest rates in
financial markets and adopt a pragmatic approach to changing circumstances:
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« ifitwas felt that there was a significant risk of a sharp FALL in borrowing rates, then
borrowing will be postponed.

« if it was felt that there was a significant risk of a much sharper RISE in borrowing
rates than that currently forecast, perhaps arising from an acceleration 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. Most likely, fixed rate funding will be drawn whilst interest rates are lower
than they are projected to be in the next few years.

Any decisions will be reported to Cabinet at the next available opportunity.

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.

Borrowing in advance will be made within the constraints that:

¢ It will be limited to no more than 100% of the expected increase in borrowing
need (CFR) over the three year planning period; and

e The authority would not look to borrow more than 18 months in advance of
need.

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.

New financial institutions as a source of borrowing and / or types of borrowing

Currently the PWLB Certainty Rate is set at gilts + 80 basis points for both HRA and
non-HRA borrowing. However, consideration may still need to be given to sourcing
funding from the following sources for the following reasons:

e Local authorities (primarily shorter dated maturities out to 3 years or so —
still cheaper than the Certainty Rate).

¢ Financial institutions (primarily insurance companies and pension funds but
also some banks, out of forward dates where the objective is to avoid a
“cost of carry” or to achieve refinancing certainty over the next few years).

e Municipal Bonds Agency (possibly still a viable alternative depending on
market circumstances prevailing at the time).

Our advisors will keep us informed as to the relative merits of each of these alternative
funding sources.

3.6 Approved Sources of Long and Short term Borrowing

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

* Public Works Loan Board (PWLB) and any successor body
* Any institution approved for investments
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* Any other bank or building society authorised to operate in the UK

* Any other UK public sector body

* UK public and private sector pension funds (except Lancashire County Pension
Fund as it is the Council’'s own pension fund)

* Capital market bond investors

» UK Municipal Bonds Agency plc and other special purpose companies created
to enable local authority bond issues

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

* Leasing
* Hire purchase
« Sale and leaseback and similar arrangements
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4 ANNUAL INVESTMENT STRATEGY

4.1 Investment policy — management of risk

The Council’s investment policy has regard to the following: -
¢ MHCLG’s Guidance on Local Government Investments (“the Guidance”)
e CIPFA Treasury Management in Public Services Code of Practice and Cross
Sectoral Guidance Notes 2017 (“the Code”)
o CIPFA Treasury Management Guidance Notes 2018

The Council’s investment priorities will be security first, portfolio liquidity second and then
yield, (return). The Council will aim to achieve the optimum return (yield) on its investments
commensurate with proper levels of security and liquidity and with the Council’s risk
appetite. In the current economic climate it is considered appropriate to keep investments
short term to cover cash flow needs. However, where appropriate (from an internal as well
as external perspective), the Council will also consider the value available in periods up to
12 months with high credit rated financial institutions.

The above guidance from the MHCLG and CIPFA places a high priority on the
management of risk. This authority has adopted a prudent approach to managing risk and
defines its risk appetite by the following means: -

1. Minimum acceptable credit criteria are applied in order to generate a list of
highly creditworthy counterparties. This also enables diversification and thus
avoidance of concentration risk. The key ratings used to monitor counterparties
are the short term and long-term ratings.

2. Other information: 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 achieve this
consideration 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.

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

4. Investment instruments identified for use in the financial year are listed in
appendix 5.4 under the ‘Specified’ and ‘Non-Specified’ Investments categories.
Counterparty limits will be as set through the Council’s Treasury Management
Practices — Schedules.

Regular monitoring of investment performance will be carried out during the year.

Changes in risk management policy from last year.
The above criteria are unchanged from last year.
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4.2 Creditworthiness policy

The primary principle governing the Council’s investment criteria is the security of its
investments, although the yield or return on the investment is also a key consideration.
After this main principle, the Council will ensure that:

o It maintains a policy covering both the categories of investment types it
will invest in, criteria for choosing investment counterparties with
adequate security, and monitoring their security. This is set out in the
specified and non-specified investment sections below; and

o It has sufficient liquidity in its investments. For this purpose, it will set
out procedures for determining the maximum periods for which funds
may prudently be committed. These procedures also apply to the
Council’s prudential indicators covering the maximum principal sums
invested.

The Head of Finance will maintain a counterparty list in compliance with the following
criteria and will revise the criteria and submit them to Council for approval as
necessary. These criteria are separate to that which determines which types of
investment instrument are either specified or non-specified as it provides an overall
pool of counterparties considered high quality which the Council may use, rather than
defining what types of investment instruments are to be used.

Credit rating information is supplied by the Link Group, our treasury advisors, on all
active counterparties that comply with the criteria below. Any counterparty failing to
meet the criteria would be omitted from the counterparty (dealing) list. Any rating
changes, rating Watches (notification of a likely change), rating Outlooks (notification
of the longer-term bias outside the central rating view) are provided to officers almost
immediately after they occur and this information is considered before dealing. For
instance, a negative rating Watch applying to counterparty at the minimum Council
criteria will be suspended from use, with all others being reviewed in light of market
conditions.

The criteria for providing a pool of high-quality investment counterparties, (both
specified and non-specified investments) is:

o Banks 1 - good credit quality — the Council will only use banks which:
i. are UK banks; and/or

ii. are non-UK and domiciled in a country which has a minimum
sovereign Long Term rating of AAA

and have, as a minimum, the following Fitch, Moody’s and Standard &
Poor’s credit ratings (where rated):

i. Short Term — F1
i. Long Term—A

o Banks 2 — Part nationalised UK bank — Royal Bank of Scotland ring-
fenced operations. This bank can be included provided they continue to
be part nationalised or meet the ratings in Banks 1 above.

o Banks 3 — The Council’'s own banker for transactional purposes if the
bank falls below the above criteria, although in this case balances will
be minimised in both monetary size and time invested.
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o Bank subsidiary and treasury operation -. The Council will use these
where the parent bank has provided an appropriate guarantee or has
the necessary ratings outlined above.

o Money Market Funds — using only those with AAA long term rating
backed up with lowest volatility rating (MR1+)

o UK Government (including gilts, Treasury Bills and the DMADF)

. Local authorities, parish councils etc

o Housing associations

o Rossendale Leisure Trust to a maximum of £100k

o Other related parties (where a charge can be placed on land or equity

to preserve the Councils right to its resources)

Creditworthiness.

Although the credit rating agencies changed their outlook on many UK banks from
Stable to Negative during the quarter ended 30.6.20 due to upcoming risks to banks’
earnings and asset quality during the economic downturn caused by the pandemic, the
majority of ratings were affirmed due to the continuing strong credit profiles of major
financial institutions, including UK banks. However, during Q1 and Q2 2020, banks
made provisions for expected credit losses and the rating changes reflected these
provisions. As we move into future quarters, more information will emerge on actual
levels of credit losses. (Quarterly earnings reports are normally announced in the
second half of the month following the end of the quarter.) This has the potential to
cause rating agencies to revisit their initial rating adjustments earlier in the current year.
These adjustments could be negative or positive, although it should also be borne in
mind that banks went into this pandemic with strong balance sheets. This is
predominantly a result of regulatory changes imposed on banks following the Great
Financial Crisis. Indeed, the Financial Policy Committee (FPC) report on 6" August
2020 revised down their expected credit losses for the UK banking sector to “somewhat
less than £80bn”. It stated that in its assessment, “banks have buffers of capital more
than sufficient to absorb the losses that are likely to arise under the MPC’s central
projection”. The FPC stated that for real stress in the sector, the economic output would
need to be twice as bad as the MPC'’s projection, with unemployment rising to above
15%.

All three rating agencies have reviewed banks around the world with similar results in
many countries of most banks being placed on Negative Outlook, but with a small
number of actual downgrades.

CDS prices

Although bank CDS prices (these are market indicators of credit risk) spiked upwards
at the end of March / early April 2020 due to the heightened market uncertainty and
ensuing liquidity crisis that affected financial markets, they have returned to more
average levels since then. Nevertheless, prices are still elevated compared to end-
February 2020. Pricing is likely to remain volatile as uncertainty continues. However,
sentiment can easily shift, so it will remain important to undertake continual monitoring
of all aspects of risk and return in the current circumstances. Link monitor CDS prices
as part of their creditworthiness service to local authorities and the Council has access
to this information via its Link-provided Passport portal.
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4.3 Other Considerations

Due care will be taken to consider the country, group and sector exposure of the
Council’s investments. For the foreseeable future this Council will only invest in UK
based institutions.

Use of additional information other than credit ratings.

Additional requirements under the Code require the Council to supplement credit rating
information. Whilst the above criteria relies primarily on the application of credit ratings
to provide a pool of appropriate counterparties for officers to use, additional operational
market information will be applied before making any specific investment decision from
the agreed pool of counterparties. This additional market information (for example
Credit Default Swaps, rating Watches/Outlooks) will be applied to compare the relative
security of differing investment opportunities.

Time and monetary limits applying to investments.
All investments will be made for no more than 365 days, i.e. short term.

The proposed criteria for Specified and Non-Specified investments are shown in
Appendix 5.4 for approval.

4.4 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 unlikely to rise from 0.10% for a considerable period. It is very difficult to say
when it may start rising so it may be best to assume that investment earnings from money
market-related instruments will be sub 0.50% for the foreseeable future.

The suggested budgeted investment earnings rates for returns on investments placed for
periods up to about three months during each financial year are as follows (the long term
forecast is for periods over 10 years in the future):

Table 11

Average earnings in

each year

2020/21 0.10%
2021/22 0.10%
2022/23 0.10%
2023/24 0.10%
2024/25 0.25%
Long term later years 2.00%

e The overall balance of risks to economic growth in the UK is probably now skewed
to the upside, but is subject to major uncertainty due to the virus and how quickly
successful vaccines may become available and widely administered to the
population. It may also be affected by the deal the UK has agreed part of Brexit.

e There is relatively little UK domestic risk of increases or decreases in Bank Rate
and significant changes in shorter term PWLB rates. The Bank of England has
effectively ruled out the use of negative interest rates in the near term and increases
in Bank Rate are likely to be some years away given the underlying economic

Responsible Section/Team Finance Version/Status 2021/22 v1
Responsible Author Finance Manager Report submitted to Full Council
Date Amended now Feb 2021 Meeting date 24 Feb 2021
Due for Review Feb 2022 Page 20




expectations. However, it is always possible that safe haven flows, due to
unexpected domestic developments and those in other major economies, or a
return of investor confidence in equities, could impact gilt yields, (and so PWLB
rates), in the UK.

Negative investment rates

While the Bank of England said in August / September 2020 that it is unlikely to
introduce a negative Bank Rate, at least in the next 6 -12 months, and in November
omitted any mention of negative rates in the minutes of the meeting of the Monetary
Policy Committee, some deposit accounts are already offering negative rates for
shorter periods. As part of the response to the pandemic and lockdown, the Bank and
the Government have provided financial markets and businesses with plentiful access
to credit, either directly or through commercial banks. In addition, the Government has
provided large sums of grants to local authorities to help deal with the COVID crisis;
this has caused some local authorities to have sudden large increases in cash
balances searching for an investment home, some of which was only very short term
until those sums were able to be passed on.

As for money market funds (MMFs), yields have continued to drift lower. Some
managers have already resorted to trimming fee levels to ensure that net yields for
investors remain in positive territory where possible and practical. Investor cash flow
uncertainty, and the need to maintain liquidity in these unprecedented times, has
meant there is a surfeit of money swilling around at the very short end of the market.
This has seen a number of market operators, now including the DMADF, offer nil or
negative rates for very short term maturities. This is not universal, and MMFs are still
offering a marginally positive return, as are a number of financial institutions for
investments at the very short end of the yield curve.

Inter-local authority lending and borrowing rates have also declined due to the surge
in the levels of cash seeking a short-term home at a time when many local authorities
are probably having difficulties over accurately forecasting when disbursements of
funds received will occur or when further large receipts will be received from the
Government.

Investment treasury indicator and limit - total principal funds invested for greater than
365 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.

The Council is asked to approve the following treasury indicator and limit:

Table 12
Upper limit for principal sums invested for longer than 365 days
£m 2021/22 2022/23 2023/24
Principal sums invested for £m £m £m
longer than 365 days Nil Nil Nil

For its cash flow generated balances, the Council will seek to utilise its business reserve
instant access and notice accounts, in order to benefit from the compounding of interest.
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4.5 End of year investment report

At the end of the financial year, the Council will report on its investment activity as part of

its Financial Monitoring.

4.6 External fund managers

The Council does not currently use external fund managers
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5 APPENDICES

1. Prudential and treasury indicators
2. Interest rate forecasts
3. Economic background
4, Treasury management practice 1 — credit and counterparty risk management
(option 1)
5. Treasury management practice 1 — credit and counterparty risk management
(option 2)
6. Approved countries for investments
7. Treasury management scheme of delegation
8. The treasury management role of the section 151 officer
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5.1 THE CAPITAL PRUDENTIAL AND TREASURY INDICATORS 2021/22 - 2023/24

The Council’s capital expenditure plans are the key driver of treasury management
activity. The output of the capital expenditure plans is reflected in the prudential
indicators, which are designed to assist members’ overview and confirm capital
expenditure plans.

5.1.1 Capital expenditure

Table 13
Total
Capital Expenditure 2020/21 2021/22 2022/23 2023/24 2024/25 Expenditure
£'000 £'000 £'000 £'000 £'000 £000
Operations & Communities 994 1,374 892 486 607 4,353
Corporate Services & Buildings 837 100 100 100 100 1,237
Housing 2,866 1,600 1,500 1,500 1,500 8,966
Regeneration 5,260 2,915 1,771 1,250 - 11,196
Climate change - 250 250 250 250 1,000
Estimated Expenditure 9,957 6,239 4,513 3,586 2,457 26,752

5.1.2 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. The
Council is asked to approve the following indicators:

5.1.3 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.

Table 14

Ratio of financing costs 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
to net revenue stgr]eam Actual Estimate | Estimate | Estimate | Estimate Estimate
£000 £000 £000 £000 £000 £000

Interest Payable - Services 143 158 193 199 219 206
Interest Receivable (88) (4) (5) (5) (5) (5)
Net cost of capital 55 154 188 194 214 201
Net Revenue Stream 8,220 8,320 8,297 8,222 8,372 8,654
Ratio of financing CoStS t0 | g7er] 1 goop| 22706  2.36%|  2.56% 2.32%
net revenue stream

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

5.1.4 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.

The Council is asked to approve the following treasury indicators and limits:
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Table 15

Maturity structure of fixed interest rate borrowing 2021/22

Lower Upper
Under 12 months 0% 40%
12 months to 2 years 0% 50%
2 years to 5 years 0% 50%
5 years to 10 years 0% 60%
10 years and above 0% 100%
Maturity structure of variable interest rate borrowing 2021/22

Lower Upper
Under 12 months 0% 0%
12 months to 2 years 0% 0%
2 years to 5 years 0% 0%
5 years to 10 years 0% 0%
10 years and above 0% 0%

No lower limit is set in order to allow flexibility when managing the debt

portfolio in the current economic conditions.
5.1.4. Control of interest rate exposure

Please see paragraphs 3.3, 3.4 and 4.4.
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5.2 INTEREST RATE FORECASTS 2020-2024

Link Group Interest Rate View

9.11.20

(The Capital Economics forecasts were done 11.11.20)

These Link forecasts have been amended for the reduction in PWLB margins by 1.0% from 26.11.20

Mar-21

Jun-21
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5.3 ECONOMIC BACKGROUND

UK. The key quarterly meeting of the Bank of England Monetary Policy Committee kept
Bank Rate unchanged on 5.11.20. However, it revised its economic forecasts to take
account of a second national lockdown from 5.11.20 to 2.12.20 which is obviously going
to put back economic recovery and do further damage to the economy. It therefore
decided to do a further tranche of quantitative easing (QE) of £150bn, to start in January
when the current programme of £300bn of QE, announced in March to June, runs out. It
did this so that “announcing further asset purchases now should support the economy and
help to ensure the unavoidable near-term slowdown in activity was not amplified by a
tightening in monetary conditions that could slow the return of inflation to the target”.

Its forecasts appeared, at that time, to be rather optimistic in terms of three areas:
o The economy would recover to reach its pre-pandemic level in Q1 2022
o The Bank also expected there to be excess demand in the economy by Q4 2022.

o CPlinflation was therefore projected to be a bit above its 2% target by the start of
2023 and the “inflation risks were judged to be balanced”.

Significantly, there was no mention of negative interest rates in the minutes or Monetary
Policy Report, suggesting that the MPC remains some way from being persuaded of the
case for such a policy, at least for the next 6 -12 months. However, rather than saying that
it “stands ready to adjust monetary policy”, the MPC this time said that it will take “whatever
additional action was necessary to achieve its remit”. The latter seems stronger and wider
and may indicate the Bank’s willingness to embrace new tools.

One key addition to the Bank’s forward guidance in August was a new phrase in the
policy statement, namely that “it does not intend to tighten monetary policy until there is
clear evidence that significant progress is being made in eliminating spare capacity and
achieving the 2% target sustainably”. That seems designed to say, in effect, that even if
inflation rises to 2% in a couple of years’ time, do not expect any action from the MPC to
raise Bank Rate — until they can clearly see that level of inflation is going to be persistently
above target if it takes no action to raise Bank Rate. Our Bank Rate forecast currently
shows no increase, (or decrease), through to quarter 1 2024 but there could well be no
increase during the next five years as it will take some years to eliminate spare capacity
in the economy, and therefore for inflationary pressures to rise to cause the MPC concern.
Inflation is expected to briefly peak at just over 2% towards the end of 2021, but this is a
temporary short lived factor and so not a concern.

However, the minutes did contain several references to downside risks. The MPC
reiterated that the “recovery would take time, and the risks around the GDP projection
were judged to be skewed to the downside”. It also said “the risk of a more persistent
period of elevated unemployment remained material”. Downside risks could well include
severe restrictions remaining in place in some form during the rest of December and most
of January too. Upside risks included the early roll out of effective vaccines.

COVID-19 vaccines. We had been waiting expectantly for news that various COVID-19
vaccines would be cleared as being safe and effective for administering to the general
public. The Pfizer announcement on 9" November was very encouraging as its 90%
effectiveness was much higher than the 50-60% rate of effectiveness of flu vaccines which
might otherwise have been expected. However, this vaccine has demanding cold storage
requirements of minus 70c that impairs the speed of application to the general population.
It has therefore been particularly welcome that the Oxford University/AstraZeneca vaccine
has now also been approved which is much cheaper and only requires fridge temperatures
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for storage. The Government has 60m doses on order and is aiming to vaccinate at a rate
of 2m people per week starting in January, though this rate is currently restricted by a
bottleneck on vaccine production; (a new UK production facility is due to be completed in
June).

These announcements, plus expected further announcements that other vaccines could
be approved soon, have enormously boosted confidence that life could largely return to
normal during the second half of 2021, with activity in the still-depressed sectors like
restaurants, travel and hotels returning to their pre-pandemic levels; this would help to
bring the unemployment rate down. With the household saving rate having been
exceptionally high since the first lockdown in March, there is plenty of pent-up demand
and purchasing power stored up for these services. A comprehensive roll-out of vaccines
might take into late 2021 to fully complete; but if these vaccines prove to be highly effective,
then there is a possibility that restrictions could start to be eased, beginning possibly in Q2
2021 once vulnerable people and front-line workers have been vaccinated. At that point,
there would be less reason to fear that hospitals could become overwhelmed any more.
Effective vaccines would radically improve the economic outlook once they have been
widely administered; it may allow GDP to rise to its pre-virus level a year earlier than
otherwise and mean that the unemployment rate peaks at 7% in 2021 instead of 9%.

Public borrowing was forecast in November by the Office for Budget Responsibility (the
OBR) to reach £394bn in the current financial year, the highest ever peace time deficit and
equivalent to 19% of GDP. In normal times, such an increase in total gilt issuance would
lead to a rise in gilt yields, and so PWLB rates. However, the QE done by the Bank of
England has depressed gilt yields to historic low levels, (as has similarly occurred with QE
and debt issued in the US, the EU and Japan). This means that new UK debt being issued,
and this is being done across the whole yield curve in all maturities, is locking in those
historic low levels through until maturity. In addition, the UK has one of the longest average
maturities for its entire debt portfolio, of any country in the world. Overall, this means that
the total interest bill paid by the Government is manageable despite the huge increase in
the total amount of debt. The OBR was also forecasting that the government will still be
running a budget deficit of £102bn (3.9% of GDP) by 2025/26. However, initial impressions
are that they have taken a pessimistic view of the impact that vaccines could make in the
speed of economic recovery.

Overall, the pace of recovery was not expected to be in the form of a rapid V shape, but
a more elongated and prolonged one. The initial recovery was sharp after quarter 1 saw
growth at -3.0% followed by -18.8% in quarter 2 and then an upswing of +16.0% in quarter
3; this still left the economy 8.6% smaller than in Q4 2019. It is likely that the one month
national lockdown that started on 5" November, will have caused a further contraction of
8% m/m in November so the economy may have then been 14% below its pre-crisis level.

December 2020 / January 2021. Since then, there has been rapid back-tracking on
easing restrictions due to the spread of a new mutation of the virus, and severe restrictions
were imposed across all four nations. These restrictions were changed on 5.1.21 to
national lockdowns of various initial lengths in each of the four nations as the NHS was
under extreme pressure. It is now likely that wide swathes of the UK will remain under
these new restrictions for some months; this means that the near-term outlook for the
economy is grim. However, the distribution of vaccines and the expected consequent
removal of COVID-19 restrictions, should allow GDP to rebound rapidly in the second half
of 2021 so that the economy could climb back to its pre-pandemic peak

as soon as late in 2022. Provided that both monetary and fiscal policy are kept loose for
a few years yet, then it is still possible that in the second half of this decade, the economy
may be no smaller than it would have been if COVID-19 never happened. The significant
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caveat is if another mutation of COVID-19 appears that defeats the current batch of
vaccines. However, now that science and technology have caught up with understanding
this virus, new vaccines ought to be able to be developed more quickly to counter such a
development and vaccine production facilities are being ramped up around the world.
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This recovery of growth which eliminates the effects of the pandemic by about the middle
of the decade would have major repercussions for public finances as it would be
consistent with the government deficit falling to around 2.5% of GDP without any tax
increases. This would be in line with the OBR’s most optimistic forecast in the graph
below, rather than their current central scenario which predicts a 4% deficit due to
assuming much slower growth. However, Capital Economics forecasts assumed that
there is a reasonable Brexit deal and also that politicians do not raise taxes or embark on
major austerity measures and so, (perversely!), depress economic growth and recovery.

Chart: Public Sector Net Borrowing (as a % of GDP)
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There will still be some painful longer term adjustments as e.g. office space and travel
by planes, trains and buses may not recover to their previous level of use for several years,
or possibly ever, even if vaccines are fully successful in overcoming the current virus.
There is also likely to be a reversal of globalisation as this crisis has exposed how
vulnerable long-distance supply chains are. On the other hand, digital services are one
area that has already seen huge growth.
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Brexit. While the UK has been gripped by the long running saga of whether or not a deal
would be made by 31.12.20, the final agreement on 24.12.20, followed by ratification by
Parliament and all 27 EU countries in the following week, has eliminated a significant
downside risk for the UK economy. The initial agreement only covers trade so there is
further work to be done on the services sector where temporary equivalence has been
granted in both directions between the UK and EU; that now needs to be formalised on a
permanent basis. As the forecasts in this report were based on an assumption of a Brexit
agreement being reached, there is no need to amend these forecasts.

Monetary Policy Committee meeting of 17 December. All nine Committee members
voted to keep interest rates on hold at +0.10% and the Quantitative Easing (QE) target at
£895bn. The MPC commented that the successful rollout of vaccines had reduced the
downsides risks to the economy that it had highlighted in November. But this was caveated
by it saying, “Although all members agreed that this would reduce downside risks, they
placed different weights on the degree to which this was also expected to lead to stronger
GDP growth in the central case.” So, while the vaccine is a positive development, in the
eyes of the MPC at least, the economy is far from out of the woods. As a result of these
continued concerns, the MPC voted to extend the availability of the Term Funding
Scheme, (cheap borrowing), with additional incentives for small and medium size
enterprises for six months from 30.4.21 until 31.10.21. (The MPC had assumed that a
Brexit deal would be agreed.)

Fiscal policy. In the same week as the MPC meeting, the Chancellor made a series of

announcements to provide further support to the economy: -

¢ An extension of the COVID-19 loan schemes from the end of January 2021 to the end
of March.

e The furlough scheme was lengthened from the end of March to the end of April.

e The Budget on 3.3.21 will lay out the “next phase of the plan to tackle the virus and
protect jobs”. This does not sound like tax rises are imminent, (which could hold back
the speed of economic recovery).

The Financial Policy Committee (FPC) report on 6.8.20 revised down their expected
credit losses for the banking sector to “somewhat less than £80bn”. It stated that in its
assessment, “banks have buffers of capital more than sufficient to absorb the losses that
are likely to arise under the MPC’s central projection”. The FPC stated that for real stress
in the sector, the economic output would need to be twice as bad as the MPC'’s projection,
with unemployment rising to above 15%.

US. The result of the November elections meant that while the Democrats gained the
presidency and a majority in the House of Representatives, it looks as if the Republicans
could retain their slim majority in the Senate provided they keep hold of two key seats in
Georgia in elections in early January. If those two seats do swing to the Democrats, they
will then control both Houses and President Biden will consequently have a free hand to
determine policy and to implement his election manifesto.

The economy had been recovering quite strongly from its contraction in 2020 of 10.2%
due to the pandemic with GDP only 3.5% below its pre-pandemic level and the
unemployment rate dropping below 7%. However, the rise in new cases during quarter 4,
to the highest level since mid-August, suggests that the US could be in the early stages of
a fourth wave. While the first wave in March and April was concentrated in the Northeast,
and the second wave in the South and West, the third wave in the Midwest looks as if it
now abating. However, it also looks as if the virus is rising again in the rest of the country.
The latest upturn poses a threat that the recovery in the economy could stall. This is the
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single biggest downside risk to the shorter term outlook — a more widespread and
severe wave of infections over the winter months, which is compounded by the impact of
the regular flu season and, as a consequence, threatens to overwhelm health care
facilities. Under those circumstances, states might feel it necessary to return to more
draconian lockdowns.

COVID-19 hospitalisations per 100,000 population

South

West L 60

Northeast — ——— Midwest L 50

Mar Apr May Jun Jul Aug Sep Oct Nov Dec

The restrictions imposed to control the spread of the virus are once again weighing on
the economy with employment growth slowing sharply in November and retail sales
dropping back. The economy is set for further weakness in December and into the
spring. However, a $900bn fiscal stimulus deal passed by Congress in late December
will limit the downside through measures which included a second round of direct
payments to households worth $600 per person and a three-month extension of
enhanced unemployment insurance (including a $300 weekly top-up payment for all
claimants). GDP growth is expected to rebound markedly from the second quarter of
2021 onwards as vaccines are rolled out on a widespread basis and restrictions are
loosened.

After Chair Jerome Powell unveiled the Fed's adoption of a flexible average
inflation target in his Jackson Hole speech in late August 2020, the mid-September
meeting of the Fed agreed by a majority to a toned down version of the new inflation
target in his speech - that "it would likely be appropriate to maintain the current target
range until labour market conditions were judged to be consistent with the Committee's
assessments of maximum employment and inflation had risen to 2% and was on track
to moderately exceed 2% for some time." This change was aimed to provide more
stimulus for economic growth and higher levels of employment and to avoid the danger
of getting caught in a deflationary “trap” like Japan. It is to be noted that inflation has
actually been under-shooting the 2% target significantly for most of the last decade,
(and this year), so financial markets took note that higher levels of inflation are likely
to be in the pipeline; long-term bond yields duly rose after the meeting. The FOMC’s
updated economic and rate projections in mid-September showed that officials expect
to leave the fed funds rate at near-zero until at least end-2023 and probably for another
year or two beyond that. There is now some expectation that where the Fed has led in
changing its inflation target, other major central banks will follow. The increase in
tension over the last year between the US and China is likely to lead to a lack of
momentum in progressing the initial positive moves to agree a phase one trade deal.

The Fed’s meeting on 5 November was unremarkable - but at a politically sensitive
time around the elections. At its 16 December meeting the Fed tweaked the guidance
for its monthly asset quantitative easing purchases with the new language implying
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those purchases could continue for longer than previously believed. Nevertheless, with
officials still projecting that inflation will only get back to 2.0% in 2023, the vast majority
expect the fed funds rate to be still at near-zero until 2024 or later. Furthermore,
officials think the balance of risks surrounding that median inflation forecast are firmly
skewed to the downside. The key message is still that policy will remain unusually
accommodative — with near-zero rates and asset purchases — continuing for several
more years. This is likely to result in keeping Treasury yields low — which will also have
an influence on gilt yields in this country.

EU. In early December, the figures for Q3 GDP confirmed that the economy staged a
rapid rebound from the first lockdowns. This provides grounds for optimism about
growth prospects for next year. In Q2, GDP was 15% below its pre-pandemic level.
But in Q3 the economy grew by 12.5% q/q leaving GDP down by “only” 4.4%. That
was much better than had been expected earlier in the year. However, growth is likely
to stagnate during Q4 and in Q1 of 2021, as a second wave of the virus has affected
many countries: it is likely to hit hardest those countries more dependent on tourism.
The €750bn fiscal support package eventually agreed by the EU after prolonged
disagreement between various countries, is unlikely to provide significant support, and
quickly enough, to make an appreciable difference in the countries most affected by
the first wave.

With inflation expected to be unlikely to get much above 1% over the next two years,
the ECB has been struggling to get inflation up to its 2% target. It is currently unlikely
that it will cut its central rate even further into negative territory from -0.5%, although
the ECB has stated that it retains this as a possible tool to use. The ECB’s December
meeting added a further €500bn to the PEPP scheme, (purchase of government and
other bonds), and extended the duration of the programme to March 2022 and re-
investing maturities for an additional year until December 2023. Three additional
tranches of TLTRO, (cheap loans to banks), were approved, indicating that support
will last beyond the impact of the pandemic, implying indirect yield curve control for
government bonds for some time ahead. The Bank’s forecast for a return to pre-virus
activity levels was pushed back to the end of 2021, but stronger growth is projected in
2022. The total PEPP scheme of €1,850bn of QE which started in March 2020 is
providing protection to the sovereign bond yields of weaker countries like Italy. There
is therefore unlikely to be a euro crisis while the ECB is able to maintain this level of
support. However, as in the UK and the US, the advent of highly effective vaccines will
be a game changer, although growth will struggle before later in quarter 2 of 2021.

China. After a concerted effort to get on top of the virus outbreak in Q1, economic
recovery was strong in Q2 and then into Q3 and Q4; this has enabled China to recover
all of the contraction in Q1. Policy makers have both quashed the virus and
implemented a programme of monetary and fiscal support that has been particularly
effective at stimulating short-term growth. At the same time, China’s economy has
benefited from the shift towards online spending by consumers in developed markets.
These factors help to explain its comparative outperformance compared to western
economies. However, this was achieved by major central government funding of yet
more infrastructure spending. After years of growth having been focused on this same
area, any further spending in this area is likely to lead to increasingly weaker economic
returns in the longer term. This could, therefore, lead to a further misallocation of
resources which will weigh on growth in future years.

Japan. A third round of fiscal stimulus in early December took total fresh fiscal
spending this year in response to the virus close to 12% of pre-virus GDP. That’s huge
by past standards, and one of the largest national fiscal responses. The budget deficit
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is now likely to reach 16% of GDP this year. Coupled with Japan’s relative success in
containing the virus without draconian measures so far, and the likelihood of effective
vaccines being available in the coming months, the government’s latest fiscal effort
should help ensure a strong recovery and to get back to pre-virus levels by Q3 2021 —
around the same time as the US and much sooner than the Eurozone.

e World growth. World growth will have been in recession in 2020. Inflation is unlikely
to be a problem for some years due to the creation of excess production capacity and
depressed demand caused by the coronavirus crisis.

e Until recent years, world growth has been boosted by increasing globalisation i.e.
countries specialising in producing goods and commodities in which they have an
economic advantage and which they then trade with the rest of the world. This has
boosted worldwide productivity and growth, and, by lowering costs, has also
depressed inflation. However, the rise of China as an economic superpower over the
last thirty years, which now accounts for nearly 20% of total world GDP, has
unbalanced the world economy. The Chinese government has targeted achieving
major world positions in specific key sectors and products, especially high tech areas
and production of rare earth minerals used in high tech products. It is achieving this
by massive financial support, (i.e. subsidies), to state owned firms, government
directions to other firms, technology theft, restrictions on market access by foreign
firms and informal targets for the domestic market share of Chinese producers in the
selected sectors. This is regarded as being unfair competition that is putting western
firms at an unfair disadvantage or even putting some out of business. It is also
regarded with suspicion on the political front as China is an authoritarian country that
is not averse to using economic and military power for political advantage. The current
trade war between the US and China therefore needs to be seen against that
backdrop. It is, therefore, likely that we are heading into a period where there will be
a reversal of world globalisation and a decoupling of western countries from
dependence on China to supply products. This is likely to produce a backdrop in the
coming years of weak global growth and so weak inflation.

Summary

Central banks are, therefore, likely to support growth by maintaining loose monetary
policy through keeping rates very low for longer. Governments could also help a
quicker recovery by providing more fiscal support for their economies at a time when
total debt is affordable due to the very low rates of interest. They will also need to avoid
significant increases in taxation or austerity measures that depress demand in their
economies.

If there is a huge surge in investor confidence as a result of successful vaccines which
leads to a major switch out of government bonds into equities, which, in turn, causes
government debt yields to rise, then there will be pressure on central banks to actively
manage debt yields by further QE purchases of government debt; this would help to
suppress the rise in debt yields and so keep the total interest bill on greatly expanded
government debt portfolios within manageable parameters. It is also the main
alternative to a programme of austerity.

INTEREST RATE FORECASTS

Brexit. The interest rate forecasts provided by Link in paragraph 3.3 were predicated on an
assumption of a reasonable agreement being reached on trade negotiations between the UK and
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the EU by 31.12.20. There is therefore no need to revise these forecasts now that a trade deal has
been agreed. Brexit may reduce the economy’s potential growth rate in the long run. However,
much of that drag is now likely to be offset by an acceleration of productivity growth triggered by
the digital revolution brought about by the COVID crisis.

The balance of risks to the UK

The overall balance of risks to economic growth in the UK is probably now skewed to the
upside, but is still subject to some uncertainty due to the virus and the effect of any
mutations, and how quick vaccines are in enabling a relaxation of restrictions.

There is relatively little UK domestic risk of increases or decreases in Bank Rate and
significant changes in shorter term PWLB rates. The Bank of England has effectively ruled
out the use of negative interest rates in the near term and increases in Bank Rate are likely
to be some years away given the underlying economic expectations. However, it is always
possible that safe haven flows, due to unexpected domestic developments and those in
other major economies, could impact gilt yields, (and so PWLB rates), in the UK.

Downside risks to current forecasts for UK gilt yields and PWLB rates currently include:

UK government takes too much action too quickly to raise taxation or introduce austerity
measures that depress demand in the economy.

UK - Bank of England takes action too quickly, or too far, over the next three years to raise
Bank Rate and causes UK economic growth, and increases in inflation, to be weaker than
we currently anticipate.

A resurgence of the Eurozone sovereign debt crisis. The ECB has taken monetary policy
action to support the bonds of EU states, with the positive impact most likely for “weaker”
countries. In addition, the EU agreed a €750bn fiscal support package. These actions will
help shield weaker economic regions for the next two or three years. However, in the case
of Italy, the cost of the virus crisis has added to its already huge debt mountain and its slow
economic growth will leave it vulnerable to markets returning to taking the view that its level
of debt is unsupportable. There remains a sharp divide between northern EU countries
favouring low debt to GDP and annual balanced budgets and southern countries who want
to see jointly issued Eurobonds to finance economic recovery. This divide could undermine
the unity of the EU in time to come.

Weak capitalisation of some European banks, which could be undermined further
depending on extent of credit losses resultant of the pandemic.

German minority government & general election in 2021. In the German general
election of September 2017, Angela Merkel's CDU party was left in a vulnerable minority
position dependent on the fractious support of the SPD party, as a result of the rise in
popularity of the anti-immigration AfD party. The CDU has done badly in subsequent state
elections but the SPD has done particularly badly. Angela Merkel has stepped down from
being the CDU party leader but she will remain as Chancellor until the general election in
2021. This then leaves a major question mark over who will be the major guiding hand and
driver of EU unity when she steps down.

Other minority EU governments. Austria, Sweden, Spain, Portugal, Netherlands, Ireland
and Belgium also have vulnerable minority governments dependent on coalitions which
could prove fragile.

Austria, the Czech Republic, Poland and Hungary now form a strongly anti-immigration
bloc within the EU, and they had threatened to derail the 7 year EU budget until a
compromise was thrashed out in late 2020. There has also been a rise in anti-immigration
sentiment in Germany and France.

Geopolitical risks, for example in China, Iran or North Korea, but also in Europe and other
Middle Eastern countries, which could lead to increasing safe haven flows.

Upside risks to current forecasts for UK gilt yields and PWLB rates
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e UK - a significant rise in inflationary pressures e.g. caused by a stronger than currently
expected recovery in the UK economy after effective vaccines are administered quickly to
the UK population, leading to a rapid resumption of normal life and return to full economic
activity across all sectors of the economy.

e The Bank of England is too slow in its pace and strength of increases in Bank Rate and,
therefore, allows inflationary pressures to build up too strongly within the UK economy,
which then necessitates a rapid series of increases in Bank Rate to stifle inflation.

5.4 TREASURY MANAGEMENT PRACTICE (TMP1) — CREDIT AND COUNTERPARTY
RISK MANAGEMENT

The MHCLG issued Investment Guidance in 2018, and this forms the structure of the Council’s
policy below. These guidelines do not apply to either trust funds or pension funds which
operate under a different regulatory regime.

The key intention of the Guidance is to maintain the current requirement for councils to invest
prudently, and that priority is given to security and liquidity before yield. In order to facilitate this
objective the guidance requires this Council to have regard to the CIPFA publication Treasury
Management in the Public Services: Code of Practice and Cross-Sectoral Guidance Notes. This
Council adopted the Code on 24/02/2010 and will apply its principles to all investment activity. In
accordance with the Code, the Head of Finance has produced its treasury management practices
(TMPs). This part, TMP 1(1), covering investment counterparty policy requires approval each year.

Annual investment strategy - The key requirements of both the Code and the investment
guidance are to set an annual investment strategy, as part of its annual treasury strategy for the
following year, covering the identification and approval of following:

° The strategy guidelines for choosing and placing investments, particularly non-specified
investments.

o The principles to be used to determine the maximum periods for which funds can be
committed.

° Specified investments that the Council will use. These are high security (i.e. high credit

rating, although this is defined by the Council, and no guidelines are given), and high
liquidity investments in sterling and with a maturity of no more than a year.

° Non-specified investments, clarifying the greater risk implications, identifying the
general types of investment that may be used and a limit to the overall amount of
various categories that can be held at any time.

The investment policy proposed for the Council is:

Strategy guidelines — The main strategy guidelines are contained in the body of the treasury
strategy statement.

Specified investments — These investments are sterling investments of not more than one-year
maturity, or those which could be for a longer period but where the Council has the right to be repaid
within 12 months if it wishes. These are considered low risk assets where the possibility of loss of
principal or investment income is small. These would include sterling investments which would not
be defined as capital expenditure with:

1. The UK Government (such as the Debt Management Account deposit facility, UK treasury bills
or a gilt with less than one year to maturity).

2. Supranational bonds of less than one year’s duration.

3. Alocal authority, housing association, parish council or community council.
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4. Pooled investment vehicles (such as money market funds) that have been awarded a high
credit rating by a credit rating agency. For category 4 this covers pooled investment vehicles,
such as money market funds, rated A by Standard and Poor’s, Moody’s and / or Fitch rating
agencies.

5. A body that is considered of a high credit quality (such as a bank or building society). For
category 5 this covers bodies with a minimum Short-Term rating of A (or the equivalent) as
rated by Standard and Poor’s, Moody’s and / or Fitch rating agencies.

Within these bodies, and in accordance with the Code, the Council has set additional criteria to set
the time and amount of monies which will be invested in these bodies. These criteria are:

e the limit with any one bank is 12 months and up to £8m, or 50% of the resources available
at the time of investing, whichever is the larger.

o The limit with the Governments Debt Management Office is 12 months and £unlimited.

Non-specified investments — In response to falling bank interest rates and the challenges of the
MTFS, the Head of Finance will explore alternative investment opportunities in order to save
ongoing revenue costs or earn additional revenue incomes/interest. The counterparties in these
cases will generally be related parties (as defined in the Accounting Code of Practice applicable to
the year in which the investment decision was made).

The monitoring of investment counterparties - The credit rating of counterparties will be
monitored regularly. The Council receives credit rating information (changes, rating watches
and rating outlooks) from Link as and when ratings change, and counterparties are checked
promptly. On occasion ratings may be downgraded when an investment has already been
made. The criteria used are such that a minor downgrading should not affect the full receipt
of the principal and interest. Any counterparty failing to meet the criteria will be removed from
the list immediately by the Head of Finance, and if required new counterparties which meet
the criteria will be added to the list.
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5.5 APPROVED COUNTRIES FOR INVESTMENTS

This list is based on those countries which have sovereign ratings of AA- or higher, (we show
the lowest rating from Fitch, Moody’s and S&P) and also, (except - at the time of writing - for
Hong Kong, Norway and Luxembourg), have banks operating in sterling markets which have
credit ratings of green or above in the Link credit worthiness service.

Based on lowest available rating

AAA
« Australia
« Denmark
. Germany

o Luxembourg
« Netherlands

« Norway
. Singapore
« Sweden

« Switzerland

AA+
. Canada
« Finland
. USA
AA
« Abu Dhabi (UAE)
. France
AA-
. Belgium
« Hong Kong
« Qatar
« UK.

In practice officers intend to only use UK banks.
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5.6 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 individual non-specified investment decisions during the financial year.

(i) Cabinet

« approval offamendments to the organisation’s adopted clauses, treasury management
policy statement and treasury management practices;

« budget consideration and approval;

« approval of the division of responsibilities;

« receiving and reviewing regular monitoring reports and acting on recommendations;

« approving the selection of external service providers and agreeing terms of appointment.

« reviewing the treasury management policy and procedures and making
recommendations to full Council

« consideration and recommendation of individual non-specified investment decisions
during the financial year..
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5.7 THE TREASURY MANAGEMENT ROLE OF THE SECTION 151 OFFICER

The S151 (responsible) officer

recommending clauses, treasury management policy/practices for approval, reviewing the
same regularly, and monitoring compliance;

submitting regular treasury management policy reports;
submitting budgets and budget variations;

receiving and reviewing management information reports;
reviewing the performance of the treasury management function;

ensuring the adequacy of treasury management resources and skills, and the effective
division of responsibilities within the treasury management function;

ensuring the adequacy of internal audit, and liaising with external audit;
recommending the appointment of external service providers.

preparation of a capital strategy to include capital expenditure, capital financing,
nonfinancial investments and treasury management, with a long term timeframe (say 20+
years — to be determined in accordance with local priorities.)

ensuring that the capital strategy is prudent, sustainable, affordable and prudent in
the long term and provides value for money

ensuring that due diligence has been carried out on all treasury and non-financial
investments and is in accordance with the risk appetite of the authority

ensure that the authority has appropriate legal powers to undertake expenditure on
nonfinancial assets and their financing

ensuring the proportionality of all investments so that the authority does not
undertake a level of investing which exposes the authority to an excessive level of
risk compared to its financial resources

ensuring that an adequate governance process is in place for the approval,
monitoring and ongoing risk management of all non-financial investments and long
term liabilities

provision to members of a schedule of all non-treasury investments including material
investments in subsidiaries, joint ventures, loans and financial guarantees

ensuring that members are adequately informed and understand the risk exposures
taken on by an authority

ensuring that the authority has adequate expertise, either in house or externally
provided, to carry out the above

creation of Treasury Management Practices which specifically deal with how non
treasury investments will be carried out and managed

o Risk management (TMP1 and schedules), including investment and risk
management criteria for any material non-treasury investment portfolios;

o Performance measurement and management (TMP2 and schedules),
including methodology and criteria for assessing the performance and
success of non-treasury investments;

o Decision making, governance and organisation (TMP5 and schedules),
including a statement of the governance requirements for decision making in
relation to non-treasury investments; and appropriate professional due
diligence is carried out to support decision making;
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o Reporting and management information (TMP6 and schedules), including
where and how often monitoring reports are taken;

o Training and qualifications (TMP10 and schedules), including how the
relevant knowledge and skills in relation to non-treasury investments will be
arranged.

The Deputy S151 officer (being the Finance Manager)

In the absence of the S151 officer, the Deputy S151 officer will take over the responsibilities noted
above.

The Finance Officer (Exchequer Services)
¢ Transfer of Funds between the Council's approved call accounts.
Authorised Signatories

The following posts have been designated as those authorised to act as bank signatories for the
Council.

¢ Head of Finance

¢ Finance Manager

¢ Finance Officer (Exchequer Services)

e Senior Accountant

e Accounts Technician
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APPENDIX 5.8 Glossary

Authorised Limit for External Debt

The Authorised Limit, like all other prudential indicators, has to be set and revised by elected
members. It should not be set so high that it would never in any possible circumstances be
breached but rather reflect a level of borrowing which while not desired, could be afforded, but may
not be sustainable

bps — basis points —a common unit of measure for interest rates

Capital Expenditure

Expenditure on the acquisition of a fixed asset or expenditure which adds to and not merely
maintains the value of an existing fixed asset.

Capital Financing Requirement

This important component of an authority’s capital strategy is the amount of capital spending that
has not been financed by capital receipts, capital grants, and contributions from revenue. It is a
measure of the underlying need to borrow for capital purposes.

CIPFA — Chartered Institute of Public Finance and Accountancy.

CPI — Consumer Price Index — measures change in the price level of a weighted average market
basket of consumer goods.

Debt Rescheduling

Similar to re-mortgaging a house, in so far as, loans are repaid before maturity, and replaced with
new loans, usually at a more advantageous rate of interest.

DCLG - Department of Communities and Local Government.

ECB — European Central Bank

GDP — Gross Domestic Product

IMF — International Monetary Fund

LIBOR — London Inter Bank Offer Rate

Liquidity - Access to cash deposits at very short notice.

Long term Investments - Investments with a duration of more than one year.

Market Loans
Loans borrowed from financial institutions such as banks and building societies.

Maturity - The date at which loans are due for repayment.

Net Borrowing Requirement
The Council’s borrowings less cash and short term investments.

Operational Boundary for External Debt
This indicator is, as its name suggest, the focus of day to day treasury management activity within
the authority. It is a means by which the authority manages its external debt to ensure that it
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remains within the self imposed ‘Authorised Limit'. However it differs from the ‘Authorised Limit’ in
being based on expectations of the maximum external debt of the authority according to
probable- not simply possible-events and being consistent with the maximum level of external
debt projected by the estimates.

Prudential Borrowing

This is borrowing wholly supported by the Council and would include ‘invest to save projects’.
Market conditions permitting it may well be cheaper to borrow rather than lease vehicles and or
plant.

Public Works Loan Board (PWLB)
A Government agency that provides longer term loans to local authorities.

Ratio of Financing costs to Net Revenue Stream

This is the proportion of interest payments plus debt repaid less interest receipts expressed as a
proportion of the revenue stream. In the case of General Fund the revenue stream equates to the
net budget requirement of less use of internal reserves (as funded by external income from
Business Rates and Council Tax).

Short-term investment
Investments with a duration of less than or equal to 365 days.

Term Deposit
Investments for a pre-defined period of time at a fixed interest rate.

Upper Limit for fixed/variable interest rate exposure

This relates to the limit in loans which can be held in either fixed interest rates or variable interest
rates. Whilst fixed interest-rate borrowing can contribute significantly to reducing the uncertainty
surrounding future interest rate scenarios, the pursuit of optimum performance may justify, or even
demand, retaining a degree of flexibility through the use of variable interest rates.

Volatility
Sudden upward or downward movements in interest rates in reaction to economic, market and
political events.
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The Treasury Management Policy Statement

The treasury management policy statement

This council defines its treasury management activities as:

1.

The management of the organisation’s borrowing, 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.

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

This council acknowledges that effective treasury management will provide support
towards the achievement of its business and service objectives. It is therefore
committed to the principles of achieving value for money in treasury management, and
to employing suitable comprehensive performance measurement techniques, within
the context of effective risk management.

Clauses to be formally adopted

1.

This Council will create and maintain, as the cornerstones for effective treasury
management:

e a Treasury Management Policy Statement (TMSS), stating the policies, objectives
and approach to risk management of its treasury management activities

e suitable Treasury Management Practices (TMPs), setting out the manner in which
the organisation will seek to achieve those policies and objectives, and prescribing
how it will manage and control those activities.

The content of the policy statement and TMPs will follow the recommendations
contained in Sections 6 and 7 of the CIPFA Treasury Management Code (the Code),
subject only to amendment where necessary to reflect the particular circumstances of
this organisation. Such amendments will not result in the organisation materially
deviating from the Code’s key principles.

This Council will receive reports on its treasury management policies, practices and
activities, including, as a minimum, an annual strategy and plan in advance of the year,
a mid-year review and an annual report after its close, in the form prescribed in its
TMPs.

This Council delegates responsibility for the implementation and regular monitoring of
its treasury management policies and practices to Head of Finance, and for the
execution and administration of treasury management decisions to the Head of
Finance, who will act in accordance with the organisation’s policy statement and TMPs

This organisation nominates Head of Finance to be responsible for ensuring effective
scrutiny of the treasury management strategy and policies.
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TMP 1 RISK MANAGEMENT

The responsible officer (in the case of Rossendale Borough Council, The Head of Finance)
will design, implement and monitor all arrangements for the identification, management and
control of treasury management risk, will report at least annually on the adequacy/suitability
thereof, and will report, as a matter of urgency, the circumstances of any actual or likely
difficulty in achieving the organisation’s objectives in this respect, all in accordance with the
procedures set out in TMP6 Reporting requirements and management information
arrangements. In respect of each of the following risks, the arrangements which seek to
ensure compliance with these objectives are set out in the schedule to this document.

1. Credit and Counterparty Risk Management

Credit and counter-party risk is the risk of failure by a counterparty to meet its contractual
obligations to the organisation under an investment, borrowing, capital project or partnership
financing, particularly as a result of the counterparty’s diminished creditworthiness, and the
resulting detrimental effect on the organisation’s capital or current (revenue) resources.

This organisation regards a key objective of its treasury management activities to be the
security of the principal sums it invests. Accordingly, it will ensure that its counterparty lists
and limits reflect a prudent attitude towards organisations with whom funds may be
deposited, and will limit its investment activities to the instruments, methods and techniques
referred to in TMP4 Approved Instruments Methods And Techniques and listed in the
schedule to this document. It also recognises the need to have, and will therefore maintain, a
formal counterparty policy in respect of those organisations from which it may borrow, or with
whom it may enter into other financing arrangements.

1.1. Policy on the use of credit risk analysis techniques

1.1.1. The Council will use credit criteria in order to select creditworthy counterparties for
placing investments with.

1.1.2. Credit ratings will be used as supplied from all three rating agencies - Fitch, Moodys
and Standard & Poors

1.1.3. Treasury Management Consultants will provide regular updates of changes to all
ratings relevant to the council.

1.1.4. The responsible officer will formulate suitable criteria for assessing and monitoring
the credit risk of investment counterparties and shall construct a lending list
comprising maturity periods, type, group, sector, country and counterparty limits.
This organisation will use the Sector creditworthiness service based on using
colours determined by minimum combinations of ratings to derive maturity limits as

follows: -

« Yellow 5 years

« Purple 2 years

« Blue 1 year (only applies to nationalised or semi nationalised UK Banks)
« Orange 1 year

. Red 6 months

. Green 3 months

« No Colour notto be used
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1.1.5.

1.1.6.

1.1.7.

1.1.8.

1.1.9.

1.1.10.

1.1.11.

In addition, a credit default swap overlay is used as a further safeguard to give early
warning of potential creditworthiness problems which may only belatedly lead to
actual changes in credit ratings.

As this methodology is complex, readers are referred to the document produced by
Link Asset Services “Treasury Solutions Credit Policy Guide December 2015” for a
full explanation.

Credit ratings for individual counterparties can change at any time. The Head of
Finance is responsible for applying approved credit rating criteria for selecting
approved counterparties.  Treasury management staff will add or delete
counterparties to/from the approved counterparty list in line with the policy on
criteria for selection of counterparties.

This organisation will not rely solely on credit ratings in order to select and monitor
the creditworthiness of counterparties. In addition to credit ratings it will therefore
use other sources of information including: -

« The quality financial press

o Market data

. Information on government support for banks and
« The credit ratings of that government support

Maximum maturity periods and amounts to be placed in different types of

investment instrument are shown below. At present the maximum investment
period for Specified Investments is 365 days.

Diversification: this organisation will avoid concentrations of lending and borrowing
by adopting a policy of diversification. It will therefore use the following: -

¢ Maximum amount to be placed with any one institution - £8m or 50%, whichever
is greater at the time the decision is made.

e Group limits where a number of institutions are under one ownership — maximum
of £10m

e Country limits — normally, a minimum sovereign rating of AAA is required for an
institution to be placed on our approved lending list. However, UK banks will be
considered regardless of the UK’s sovereign rating at the time of investment.

Investments will not be made with counterparties that do not have a credit rating in
their own right, other than in the case of Non-specified Investments where the
counterparty is one of the Council’s related parties and where a charge can be
placed on land or equity in order to preserve the Council’s rights to its resources.

The definition of ‘high credit quality’ in order to determine what are specified
investments as opposed to non specified investments which do not have high credit
ratings is set out at the end of TMP1 in schedule 1.

Should the Council ever begin to use external fund manager(s) they will adhere to
the counterparty credit criteria and maximum individual limits set by the Council;
however, it is understood that fund manager(s) may use a subset of the
counterparty list so derived.
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1.2 Liquidity Risk Management

This is the risk that cash will not be available when it is needed, that ineffective
management of liquidity creates additional unbudgeted costs, and that the
organisation’s business/service objectives will be thereby compromised.

This organisation will ensure it has adequate though not excessive cash resources,
borrowing arrangements, overdraft or standby facilities to enable it at all times to have
the level of funds available to it which are necessary for the achievement of its
business/service objectives. This organisation will only borrow in advance of need
where there is a clear business case for doing so and will only do so for the current
capital programme or to finance future debt maturities.

1.2.1.Amounts of approved minimum cash balances and short-term investments

The Finance Officers shall seek to minimise the balance held in the Council’s main
bank accounts at the close of each working day. The use of alternative call accounts
and short-term notice accounts (under 90 days) shall be used in order to achieve this
aim.

1.2.2.Details of:

a. Standby facilities
At the end of each financial day the balance in the Council’s current account is

automatically transferred to/from the Special Business Investment Account
(SIBA) to maximise the interest available on the Council’'s operational bank
accounts. In practice the current account and the SIBA account are now
operated as one account. Individual daily debit balances on the current
account are not treated as an overdraft.

The Council also maintain one or more on-call, and notice accounts up to 90
days with other banks. These accounts are used for reserve cash balances
which may be required without notice. Such instant access is possible, but
would lead to some loss of interest commensurate with the notice period
waived.

b. Bank overdraft arrangements
Previous overdraft facilities have now ceased due to the sweeping action
described above and following the bank imposing an arrangement fee for
overdrafts on the SIBA account.

c. Short-term borrowing facilities
The Council accesses temporary loans through approved brokers on the
London money market. The approved operational borrowing limit for short term
debt in 2021/22 is £14.7m.

d. Insurance/guarantee facilities
There are no specific insurance or guarantee facilities as the above
arrangements are regarded as being adequate to cover all unforeseen
occurrences.
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1.3

Interest Rate Risk Management

The risk that fluctuations in the levels of interest rates create an unexpected or
unbudgeted burden on the organisation’s finances, against which the organisation has
failed to protect itself adequately.

This organisation will manage its exposure to fluctuations in interest rates with a view
to containing its interest costs, or securing its interest revenues, in accordance with the
amounts provided in its budgetary arrangements as amended in accordance with
TMP6 Reporting requirements and management information arrangements.

It will achieve this by the prudent use of its approved financing and investment
instruments, methods and techniques, primarily to create stability and certainty of
costs and revenues, but at the same time retaining a sufficient degree of flexibility to
take advantage of unexpected, potentially advantageous changes in the level or
structure of interest rates. This should be the subject to the consideration and, if
required, approval of any policy or budgetary implications.

1.3.1 Policies concerning the use of instruments for interest rate management.

1.4

1.5

a. forward dealing
Consideration will be given to dealing from forward periods dependant upon

market conditions.

b. callable deposits (England and Wales only)
The Council may use callable deposits as part as of its Annual Investment

Strategy (AIS), which now forms part of the Annual Treasury Management
Strategy Statement. The credit criteria and maximum periods are set out in the
Schedule of Specified and Non Specified Investments appended to the AlS.

Exchange Rate Risk Management

The risk that fluctuations in foreign exchange rates create an unexpected or
unbudgeted burden on the organisation’s finances, against which the organisation has
failed to protect itself adequately.

The Council will manage its exposure to fluctuations in exchange rates so as to
minimise any detrimental impact on its budgeted income/expenditure levels.

Refinancing Risk Management

The risk that maturing borrowings, capital projects or partnership financings cannot be
refinanced on terms that reflect the provisions made by the organisation for those
refinancing, both capital and current (revenue), and/or that the terms are inconsistent
with prevailing market conditions at the time.

This organisation will ensure that its borrowing, private financing and partnership
arrangements are negotiated, structured and documented, and the maturity profile of
the monies so raised are managed, with a view to obtaining offer terms for renewal or
refinancing, if required, which are competitive and as favourable to the organisation as
can reasonably be achieved in the light of market conditions prevailing at the time.

Responsible Section/Team Finance Version/Status 2021/22 v1

Responsible Author Finance Manager Report submitted to Full Council

Date Amended now Feb 2021 Meeting date 24 Feb 2021

Due for Review Feb 2022 Page 7




The Council will actively manage its relationships with its counterparties in these
transactions in such a manner as to secure this objective, and will avoid overreliance
on any one source of funding if this might jeopardise achievement of the above.

1.5.1.Debt/Other Capital Financing, Maturity Profiling, Policies and Practices

The Council will establish through its Prudential and Treasury Indicators the amount of
debt maturing in any year/period.

Any debt rescheduling will be considered when the difference between the refinancing
rate and the redemption rate is most advantageous and the situation will be continually
monitored in order to take advantage of any perceived anomalies in the yield curve.
The reasons for any rescheduling to take place will include:

a) the generation of cash savings at minimum risk;

b) to reduce the average interest rate;

c) to amend the maturity profile and /or the balance of volatility of the debt
portfolio.

Rescheduling will be reported to the Cabinet at the meeting immediately following its
action.

1.5.2.Projected Capital Investment Requirements

The Finance Manager will prepare a three year plan for capital expenditure for the
Council. The capital plan will be used to prepare a three year revenue budget for all
forms of financing charges. In addition, the responsible officer will draw up a capital
strategy report which will give a longer term view.

The definition of capital expenditure and long term liabilities used in the Code will
follow recommended accounting practice as per the Code of Practice on Local
Authority Accounting.

1.5.3 Policy Concerning Limits on Affordability and Revenue Consequences of Capital

Financing

In considering the affordability of its capital plans, the Council will consider all the
resources currently available/estimated for the future together with the totality of its
capital plans, revenue income and revenue expenditure forecasts for the forthcoming
year and the two following years and the impact these will have on council tax. It will
also take into account affordability in the longer term beyond this three year period.

The Council will use the definitions provided in the Prudential Code for borrowing (65),
capital expenditure (66), capital financing requirement (67), debt (68), financing costs
(69), investments (70), net borrowing (71), net revenue stream (72), other long term
liabilities (73).

1.6 Legal and Regulatory Risk Management
The risk that the organisation itself, or an organisation with which it is dealing in its
treasury management activities, fails to act in accordance with its legal powers or
regulatory requirements, and that the organisation suffers losses accordingly.
This organisation will ensure that all of its treasury management activities comply with
its statutory powers and regulatory requirements. It will demonstrate such compliance,
if required to do so, to all parties with whom it deals in such activities. In framing its
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credit and counterparty policy under TMP1[1] credit and counterparty risk
management, it will ensure that there is evidence of counterparties’ powers, authority
and compliance in respect of the transactions they may affect with the organisation,
particularly with regard to duty of care and fees charged.

This organisation recognises that future legislative or regulatory changes may impact
on its treasury management activities and, so far as it is reasonably able to do so, will
seek to minimise the risk of these impacting adversely on the organisation.

1.6.1.References to Relevant Statutes and Regulations

The treasury management activities of the Council shall comply fully with legal statute,
guidance, Codes of Practice and the regulations of the Council. These are:

. Local Government Finance Act 1988 section 114 — duty on the responsible officer
to issue a report if the Council is likely to get into a financially unviable position.

. Requirement to set a balanced budget - Local Government Finance Act 1992
section 32 for billing authorities and section 43 for major precepting authorities.

. Local Government Act 2003

. S.I1. 2003 N0.2938 Local Government Act 2003 (Commencement No.1 and
Transitional Provisions and Savings) Order 2003 13.11.03

. S.1. 2003 N0.3146 Local Authorities (Capital Finance and Accounting) (England)
Regulations 2003 and associated commentary 10.12.03

. S.I. 2004 No0.533 Local Authorities (Capital Finance) (Consequential, Transitional
and Savings Provisions) Order 2004 8.3.04

. S.I1. 2004 No0.534 Local Authorities (Capital Finance and Accounting) (Amendment)
(England) Regulations 2004 8.3.04

. S.I. 2004 no. 3055 The Local Authorities (Capital Finance and Accounting)
(Amendment) (England) (No. 2) Regulations 2004

. S.I. 2006 no. 521 Local Authorities (Capital Finance and Accounting) (Amendment)
(England) Regulations 2006

. S.I1. 2007 no. 573 Local Authorities (Capital Finance and Accounting) (Amendment)
(England) Regulations 2007

. Local Government and Public Involvement in Health Act 2007 s238(2) — power to
issue guidance; to be used re: MRP

. S.1. 2008 no. 414 Local Authorities (Capital Finance and Accounting) (Amendment)
(England) Regulations 2008

. S.I1. 2009 no. 321 Local Authorities (Capital Finance and Accounting) (Amendment)
(England) Regulations 2009

. S.I1. 2009 no. 2272 The Local Authorities (Capital Finance And Accounting)
(England) (Amendment) (No.2) Regulations 2009

. S.I. 2009 no. 3093 The Local Government Pension Fund Scheme (Management
and Investment of Funds) Regulations 2009

. S.I. 2010 no. 454 (Capital Finance and Accounting) (Amendment) (England)
Regulations 2010

. Localism Act 2011

. S.I1. 2012 no. 265 Local Authorities (Capital Finance and Accounting) (England)
(Amendment) Regulations 2012

. S.1. 2012 No. 711 The Local Authorities (Capital Finance and Accounting) (England)
(Amendment) (No. 2) Regulations 2012

. S.I1. 2012 No. 1324 The Local Authorities (Capital Finance and Accounting)
(England) (Amendment) (No.3) Regulations 2012
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. S.1. 2012 No. 2269 The Local Authorities (Capital Finance and Accounting)
(England) (Amendment) (No. 4) Regulations 2012

. S.1. 2013 no. 476 The Local Authorities (Capital Finance and Accounting) (England)
(Amendment) Regulations 2013

. S.I1. 2015 no. 234 Accounts and Audit Regulations 2015

Guidance and codes of practice

. CLG Revised Guidance on Investments 1.4.2010

. CLG guidance on minimum revenue provision — Feb 2012

. CIPFA’s Treasury Management Codes of Practice and Guidance Notes 2011,

. CIPFA Prudential Code for Capital Finance in Local Authorities revised 2011

. CIPFA Prudential Code for Capital Finance in Local Authorities — guidance notes for
practitioners 2013

. CIPFA Local Authority Capital Accounting - a reference manual for practitioners
2014 Edition

. CIPFA Guide for Chief Financial Officers on Treasury Management in Local
Authorities 1996

. CIPFA Standard of Professional Practice on Treasury Management 2002

. CIPFA Standard of Professional Practice on Continuous professional Development
2005

. CIPFA Standard of Professional Practice on Ethics 2006

. The Good Governance Standard for Public Services 2004

. LAAP Bulletins

. IFRS - Code of Practice on Local Authority Accounting in the United Kingdom: A
Statement of recommended Practice

. PWLB circulars on Lending Policy

. The Non-Investment Products Code (NIPS) - (formerly known as The London Code
of Conduct) for principals and broking firms in the wholesale markets.

. Financial Conduct Authority’s Code of Market Conduct

. The Council’s Standing Orders relating to Contracts
. The Council’s Financial Regulations
. The Council's Scheme of Delegated Functions

1.6.2 Procedures for Evidencing the Council’s Powers/Authorities to Counterparties

The Council’s powers to borrow and invest are contained in legislation.

Investing: Local Government Act 2003, section 12
Borrowing: Local Government Act 2003, section 1

In addition, it will make available on request the following the scheme of delegation of
treasury management activities contained in Treasury Management Strategy which
states

. which officers carry out these duties
. which officers are the authorised signatories

Required Information on Counterparties

Lending shall only be made to counterparties on the Approved Lending list. This list
has been compiled using advice from the Council’s treasury advisers based upon
credit ratings supplied by Fitch, Moodys and Standard & Poors. Lending can also be
made to one of the Council’s related parties or subsidiaries.

1.6.3 Statement on the Council’s Political Risks and Management of Same
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The Head of Finance shall take appropriate action with the Council, the Chief
Executive Officer and the Leader of the Council to respond to and manage
appropriately political risks such as change of majority group, leadership in the
Council, change of Government etc.

1.6.4 Monitoring Officer

It is the duty of the monitoring officer to ensure that the treasury management activities
of the Council are lawful.

1.6.5. Chief Financial Officer

1.7

The Chief Financial Officer is the Head of Finance. The duty of this officer is to ensure
that the financial affairs of the Council are conducted in a prudent manner and to make
a report to the Council if he has concerns as to the financial prudence of its actions or
its expected financial position.

Fraud, Error and Corruption, and Contingency Management

The risk that the Council fails to identify the circumstances in which it may be exposed
to the risk of loss through fraud, error, corruption or other eventualities in its treasury
management dealings, and fails to employ suitable systems and procedures and
maintain effective contingency management arrangements to these ends. It includes
the area of risk commonly referred to as operational risk.

This Council will ensure that it has identified the circumstances which may expose it to
the risk of loss through fraud, error, corruption or other eventualities in its treasury
management dealings. Accordingly, it will employ suitable systems and procedures,
and will maintain effective contingency management arrangements, to these ends.

The Council will therefore:-

a) Seek to ensure an adequate division of responsibilities and maintenance at all
times of an adequate level of internal check which minimises such risks.

b) Fully document all its treasury management activities so that there can be no
possible confusion as to what proper procedures are.

c) Staff will not be allowed to take up treasury management activities until they have
had proper training in procedures and are then subject to an adequate and
appropriate level of supervision.

d) Records will be maintained of all treasury management transactions so that there
is a full audit trail and evidence of the appropriate checks being carried out.

1.7.1. Details of Systems and Procedures to be Followed, Including Internet Services

Authority

The Scheme of Delegation to Officers sets out the delegation of duties to officers.
All loans and investments are negotiated by the responsible officer or authorised
persons.

Loan procedures are defined in the Financial Regulations section of the Council’s
Constitution.

Procedures
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The electronic banking procedures include internet access to the Council’'s bank
accounts for both downloading statements and entering one-off same-day
transactions. The electronic authorisation of transactions through chip and pin
cards and passwords follows the same pattern of required signatories as paper
transactions do (i.e. one signature up to £5,000 and two signatures for
transactions over £5,000).

Autopay online is the system used by the Council for the transfer of payment and
collection files to the BACs processing centre. BACs collection and payment files
are generated by the payroll, creditors, benefits and revenues software systems
and transferred through a secure internet portal by the authorised signatories.
Files must be generated, approved and sent by two different people.

Full details of operational procedures are maintained by the Finance Officer
(Exchequer Services).

Investment and borrowing transactions

A detailed register of all loans and investments is maintained by the Finance
Officer (Exchequer Services). A written acknowledgement of each deal is sent
promptly to the lending or borrowing institution where transactions are done
directly with the organisation.

Written confirmation is received and checked against the dealer’s records for the
transaction.

Any discrepancies are immediately reported to the Head of Finance for resolution.
All transactions placed through brokers are confirmed by a broker note showing
details of the loan arranged. Written confirmation is received and checked against
the dealer's records for the transaction. Any discrepancies are immediately
reported to the Head of Finance for resolution.

Regularity and security

Lending is only made to institutions on the Approved List of Counterparties.

All loans raised, and repayments made, go directly to and from the bank account
of approved counterparties.

Counterparty limits are set for every institution that the Council invests with.
Brokers have a list of named officials authorised to agree deals.

There is a separation of duties in the section between dealers and the checking
and authorisation of all deals.

The Council’s bank holds a list of Council officials who are authorised signatories
for treasury management transactions.

Payments can only be authorised in a formal letter by an authorised signatory, the
list of signatories having previously been agreed with the current provider of our
banking services.

The NatWest Bankline system can only be accessed by a password and online
payments require chip and pin authorisation from one or more of the bank
signatories (two for payments over £5,000).

There is adequate insurance cover for employees involved in loans management
and accounting.

Checks

The bank reconciliation is carried out monthly from the bank statement to the
financial ledger.

A debt charge/investment income listing is produced every month when a review
is undertaken against the budget for interest earnings and debt costs.
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Calculations
The calculation of repayment of principal and interest notified by the lender or
borrower is checked for accuracy against the amount calculated by the Finance
Officer (Exchequer Services). This is used to check the amount paid to lenders.
Average weighted capital loans fund interest rates and debt management
expenses are calculated monthly using information from the financial ledger.
These interest and expense rates are then used to calculate the principal, interest
and debt management expense charges to the General Fund.

1.7.2.Emergency and Contingency Planning Arrangements

Disaster Recovery Plan.

The Council’s main Business Continuity Plan includes a detailed section covering the
essential financial systems and procedures, including banking, payments and revenue
collection. All members of the treasury management team are familiar with this plan
and new members will be briefed on it. The plan is reviewed and updated at regular
intervals with both paper and electronic copies being available.

All computer files are backed up on the server to enable files to be accessed from
remote sites.

1.7.3.Insurance Cover Details

1.8

Fidelity Insurance

The Council has ‘Fidelity’ insurance cover with Zurich Municipal which covers the
loss of cash by fraud or dishonesty of employees. This cover is limited to £5.5m
for any one event with an excess of £1k for any one event.

Professional Indemnity Insurance

The Council also has an ‘Officials Indemnity’ insurance policy with Zurich Municipal
which covers loss to the Council from the actions and advice of its officers which are
negligent and without due care. This cover is limited to £5m for any one event with an
excess of £nil for any one event.

Market Risk Management

The risk that, through adverse market fluctuations in the value of the principal sums an
organisation borrows and invests, its stated treasury management policies and
objectives are compromised, against which effects it has failed to protect itself
adequately.

This organisation will seek to ensure that its stated treasury management policies and
objectives will not be compromised by adverse market fluctuations in the value of the
principal sums it invests, and will accordingly seek to protect itself from the effects of
such fluctuations.

1.8.1.Details of Approved Procedures and Limits for Controlling Exposure to

Investments Whose Capital Value May Fluctuate (Gilts, CDs, Etc.)

These are controlled through setting limits on investment instruments where the
principal value can fluctuate. The limits are determined and set through the Annual
Investment Strategy (which now forms part of the Annual Treasury Management
Strategy Statement).
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TMP 2 PERFORMANCE MEASUREMENT

2.1 Evaluation and Review of Treasury Management Decisions

The Council has a number of approaches to evaluating treasury management decisions:

a.

b.

C.

d.

monthly reviews carried out by the Head of Finance and Finance Manager,
reported as part of the regular financial monitoring reports to Cabinet.

weekly review reports from our treasury management consultants detailing current
markets, forecasts and model portfolio returns.

annual review of performance and strategy with our treasury management
consultants.

comparative reviews with neighbouring authorities.

2.1.2 Reviews with our treasury management consultants

The Head of Finance meets with our consultants every 12 months to review the
performance of the investment and debt portfolios.

2.1.3 Annual Review after the end of the financial year

In addition to the regular financial monitoring reports to Cabinet, the end of March out-
turn report includes an annual treasury management report which reviews the
performance of the debt and investment portfolios. This report contains the following:

a.

STe@~oo0T

total debt and investments at the beginning and close of the financial year and
average interest rates

borrowing strategy for the year compared to actual strategy

investment strategy for the year compared to actual strategy

explanations for variance between original strategies and actual

debt rescheduling done in the year

actual borrowing and investment rates available through the year

comparison of return on investments to the investment benchmark

compliance with Prudential and Treasury Indicators

2.1.4 Comparative reviews

When data becomes available, comparative reviews are undertaken to see how the
performance of the authority on debt and investments compares to other authorities with
similar size portfolios (but allowing for the fact that Prudential and Treasury Indicators
are locally set). Data can be sourced from: -

CIPFA Treasury Management statistics published each year for the last complete
financial year

Neighbouring Lancashire authorities

Link Asset Services model portfolio
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2.2 Benchmarks and Calculation Methodology:

2.2.1 Debt management

Average rate on all external debt
Average period to maturity of external debt
Average period to maturity of new loans in previous year

2.2.2 Investment
The performance of investment earnings will be measured against the following
benchmarks: -

a. Link Asset Services model portfolio
e Weighted average rate of return
e Weighted average maturity

Performance may also be measured against other local authority funds with similar
benchmarks and parameters managed by other fund managers.

2.3 Policy concerning methods for testing Value for Money in Treasury
Management

2.3.1 Frequency and processes for tendering
Tenders are normally awarded on a five-year basis. The process for awarding
contracts will be in line with the Council’'s Contract Standing Orders.

2.3.2 Banking services
The Council’s banking arrangements are to be subject to competitive tender unless it
is considered that there will be changes in the volume of transactions in the
foreseeable future which renders a shorter period appropriate.

2.3.3 Money-broking services
The Council may use money broking services in order to make deposits or to borrow,
and will establish charges for all services prior to using them.

2.3.4 Consultants’/advisers’ services

This Council’s policy is not to appoint full-time professional treasury management
consultants (Link Asset Services advise on an ad hoc basis, alongside automated
updates).

2.3.5 Policy on External Managers (Other than relating to Superannuation Funds)

The Council’s policy is not to appoint external investment fund managers.
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TMP 3 DECISION-MAKING AND ANALYSIS

3.1 Funding, Borrowing, Lending, and New Instruments/Techniques:

3.1.1 Records to be kept
The following records will be retained:-

Daily and monthly cash balance forecasts

Brokers’ confirmations for investment and temporary borrowing transactions
Confirmations from borrowing /lending institutions where deals are done directly
PWLB loan confirmations

PWLB debt portfolio schedules.

Certificates for market loans, local bonds and other loans

Contract notes received from fund manager(s)

Fund manager(s) valuation statements (if applicable)

3.1.2 Processes to be pursued

Cash flow analysis.

Debt and investment maturity analysis

Ledger reconciliation

Review of opportunities for debt restructuring (if applicable)

Review of borrowing requirement to finance capital expenditure (and other forms
of financing where those offer value for money)

Performance information (e.g. monitoring of actual against budget for debt
charges, interest earned, debt management; also monitoring of average pool rate,
investment returns, etc).

3.1.3 Issues to be addressed

3.1.3.1. Inrespect of every treasury management decision made the Council will:

a) Above all, be clear about the nature and extent of the risks to which the Council
may become exposed
b) Be certain about the legality of the decision reached and the nature of the
transaction, and that all authorities to proceed have been obtained
c) Be content that the documentation is adequate both to deliver the Council’s
objectives and protect the Council's interests, and to deliver good
housekeeping
d) Ensure that third parties are judged satisfactory in the context of the Council’s
creditworthiness policies, and that limits have not been exceeded
e) Be content that the terms of any transactions have been fully checked against
the market, and have been found to be competitive.
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3.1.3.2

In respect of borrowing and other funding decisions, the Council will:

a)
b)
C)

d)

consider the ongoing revenue liabilities created, and the implications for the
organisation’s future plans and budgets

evaluate the economic and market factors that might influence the manner and
timing of any decision to fund

consider the merits and demerits of alternative forms of funding, including
funding from revenue, leasing and private partnerships

consider the alternative interest rate bases available, the most appropriate
periods to fund and repayment profiles to use and, if relevant, the opportunities
for foreign currency funding.

3.1.3.3 Inrespect of investment decisions, the Council will:

a) consider the optimum period, in the light of cash flow availability and prevailing
market conditions;

b) consider the alternative investment products and techniques available,
especially the implications of using any which may expose the Council to
changes in the value of its capital,

c) in the case of investments outside the banking sector the Council will consider
the appropriate level of asset security, such as Land Registry charges, local
Land Charges, or holding asset deeds.
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TMP 4 APPROVED INSTRUMENTS, METHODS AND
TECHNIQUES

4.1 Approved Activities of the Treasury Management Operation

borrowing;

lending;

debt repayment and rescheduling;

consideration, approval and use of new financial instruments and treasury
management techniques;

managing the underlying risk associated with the Council’s capital financing and
surplus funds activities;

managing cash flow;

banking activities;

the use of external fund managers (other than Pension Fund)

leasing.

4.2 Approved Instruments for Investments
Refer to the Treasury Management Strategy.

4.3 Approved Techniques

Forward dealing
LOBOs — lenders option, borrower’s option borrowing instrument
The use of structured products such as callable deposits

4.4 Approved Methods and Sources of Raising Capital Finance

Finance will only be raised in accordance with the Local Government Act 2003 and
within this limit the Council has a number of approved methods and sources of raising
capital finance. These are:

On Balance Sheet Fixed Variable
PWLB ® o
Market (long-term) o o
Market (temporary) o o
Market (LOBOSs) o o
Local temporary o o
Local Bonds L4
Overdraft o
Internal (capital receipts & revenue balances) o o
Leasing (not operating leases) o o
Deferred Purchase L4 o
Other Methods of Financing
- Government and EC Capital Grants
- Lottery monies
- PFI/PPP
- Operating leases
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Borrowing will only be done in Sterling.
dependent on the prevailing economic climate, regulations and local considerations. The
responsible officer has delegated powers in accordance with Financial Regulations,
Standing Orders, the Scheme of Delegation to Officers Policy and the Treasury
Management Strategy to take the most appropriate form of borrowing from the approved

sources.

4.5 Investment Limits

All forms of funding will be considered

The Treasury Management Strategy Statement sets out the limits and the guidelines for
use of each type of investment instrument.

4.6 Borrowing Limits

See the Treasury Management Strategy Statement and Prudential and Treasury

Indicators.
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TMP 5 Organisation, Clarity and Segregation of

Responsibilities, and Dealing Arrangements

5.1 Allocation of responsibilities

(i) Full Council

receiving and reviewing reports on treasury management policies, practices and
activities

approval of annual treasury management strategy

approval of capital strategy and capital programme

approval of annual revenue budget

(if) Cabinet

recommendation of amendments to the organisation’s adopted clauses,
treasury management policy statement and treasury management practices
budget consideration and recommendations

approval of the division of responsibilities

receiving and reviewing regular monitoring reports and acting on
recommendations

approving the selection of external service providers and agreeing terms of
appointment.

reviewing the treasury management policy and procedures and making
recommendations to the responsible body.

5.2 Principles and Practices Concerning Segregation of Duties

5.2.1 The following duties must be undertaken by separate officers: -

Dealing

Accounting Entry

Authorisation/Payment of Deal

Negotiation and approval of deal.

Receipt and checking of brokers confirmation
note against loans diary.

Reconciliation of cash control account.
Bank reconciliation

Production of transfer note.
Processing of accounting entry

Entry onto system.
Approval and payment.
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5.3 Treasury Management Organisation Chart
Head of Finance
I
Finance Manager
I

Finance Officer (Exchequer
Services)

5.4 Statement of the treasury management duties/responsibilities of each treasury
post

5.4.1. The responsible officer

The responsible officer is the person charged with professional responsibility for
the treasury management function and in this Council is the Head of Finance (This
post is also the S151 officer.) This officer will carry out the following duties: -

a) recommending clauses, treasury management policy/practices for approval,
reviewing the same regularly, and monitoring compliance

b) submitting regular treasury management policy reports

c) submitting budgets and budget variations

d) receiving and reviewing management information reports

e) reviewing the performance of the treasury management function

f) ensuring the adequacy of treasury management resources and skills, and the
effective division of responsibilities within the treasury management function

g) ensuring the adequacy of internal audit, and liaising with external audit

h) recommending the appointment of external service providers.

i) The responsible officer has delegated powers through this policy to take the
most appropriate form of borrowing from the approved sources, and to make
the most appropriate form of investments in approved instruments.

i) The responsible officer may delegate his power to borrow and invest to
members of his staff, principally the Finance Manager, to act as temporary
cover for leave/sickness. All transactions must be authorised by at least two
of the bank signatories as approved in the Treasury Management Strategy
Appendix 5.6.

k) The responsible officer will ensure that Treasury Management Policy is

adhered to, and if not will bring the matter to the attention of elected members
as soon as possible.

I) Prior to entering into any capital financing, lending or investment transaction,
it is the responsibility of the responsible officer to be satisfied, by reference to
the Council’s legal department and external advisors as appropriate, that the
proposed transaction does not breach any statute, external regulation or the
Council’s Financial Regulations

m) It is also the responsibility of the responsible officer to ensure that the Council
complies with the requirements of The Non Investment Products Code

Responsible Section/Team Finance Version/Status 2021/22 v1
Responsible Author Finance Manager Report submitted to Full Council
Date Amended now Feb 2021 Meeting date 24 Feb 2021
Due for Review Feb 2022 Page 21




(formerly known as The London Code of Conduct) for principals and broking
firms in the wholesale markets.

5.4.2. Finance Officer (Exchequer Services)
The responsibilities of this post will be: -

a) execution of transactions

b) adherence to agreed policies and practices on a day-to-day basis

€) maintaining relationships with counterparties and external service providers

d) supervising treasury management staff

e) monitoring performance on a day-to-day basis

f) submitting management information reports to the responsible officer
g) identifying and recommending opportunities for improved practices

5.4.3. The Head of the Paid Service — the Chief Executive

The responsibilities of this post will be: -

a) Ensuring that the system is specified and implemented
b) Ensuring that the responsible officer reports regularly to full Council and
Cabinet on treasury policy, activity and performance.

5.4.4. The Monitoring Officer

The responsibilities of this post will be: -

a) Ensuring compliance by the

responsible officer with

treasury

management policy statement and treasury management practices and that
they comply with the law.

b) Being satisfied that any proposal to vary treasury policy or practice complies

with law or any code of practice.

c) Giving advice to the responsible officer when advice is sought.

5.4.5. Internal Audit

The responsibilities of Internal Audit will be: -

a) Reviewing compliance with approved policy and treasury management

practices.

b) Reviewing division of duties and operational practice.
c) Assessing value for money from treasury activities.
d) Undertaking probity audit of treasury function.

5.5 Absence Cover Arrangements

The Finance Manager is also the deputy S151 Officer. The Finance Manager will also
ensure that cover is available for the Finance Officer (Exchequer Services) and other
treasury management officers as necessary.

5.6 Dealing Limits

The following posts are authorised to deal:

e The Head of Finance: limited to investments and loans of £5m per
transaction. Amounts in excess of this limit should be by Scheme of

Delegation.
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5.7 Policy on Brokers’ Services
It is this Council’s policy to rotate business between brokers.

5.8 Policy on Taping of Conversations
It is not this Council’s policy to tape brokers conversations.

5.9 Direct Dealing Practices

The Council will consider dealing direct with counterparties if it is appropriate and the
Council believes that better terms will be available. At present, most deals are
arranged by this method. There are certain types of accounts and facilities, however,
where direct dealing is required, as follows;

Business Reserve Accounts:

Call Accounts:

Money Market Funds.

5.10 Settlement Transmission Procedures

A formal letter signed by an agreed bank signatory setting out each transaction must
be sent to the local authority’s bankers where preliminary instructions have been given
by telephone. For payments a transfer will be made through BACs or CHAPs to be
completed by the appropriate bank deadlines in place that day.

5.11 Documentation Requirements

For each deal undertaken a record should be prepared giving details of dealer,
amount, period, counterparty, interest rate, dealing date, payment date(s), broker.

5.12 Arrangements Concerning the Management of Third-Party Funds.

The Council does not currently manage any third-party funds. Trust funds are now
held and administered by the Community Foundation for Lancashire.

5.13 Council Cheque and Bank Signatories

A list of the posts delegated with cheque and bank signatory authority are included
within the appendices to the Treasury Management Strategy Statement.
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TMP 6 Reporting Requirements and Management
Information Arrangements

6.1 Annual programme of reporting

a) Annual reporting requirements before the start of the year: -
a. review of the organisation’s approved clauses, treasury management policy
statement and practices
b. strategy report on proposed treasury management activities for the year
comprising of the Treasury Management Strategy Statement, Annual
Investment Strategy and Minimum Revenue Provision Policy Statement
c. capital strategy to give a longer term view of the capital programme and
treasury management implications thereof beyond the three year time horizon
for detailed planning
b) Regular review by Cabinet within the Financial Monitoring Reports
c) Annual review report after the end of the year within the out-turn Financial Monitoring
Report.

6.2 Annual Treasury Management Strategy Statement (TMSS)

1. The Treasury Management Strategy Statement sets out the specific expected
treasury activities for the forthcoming financial year. This strategy will be submitted to
the Cabinet and then to the full Council for approval before the commencement of
each financial year.

2. The formulation of the annual Treasury Management Strategy Statement involves
determining the appropriate borrowing and investment decisions in the light of the
anticipated movement in both fixed and shorter -term variable interest rates. For
instance, this Council may decide to postpone borrowing if fixed interest rates are
expected to fall, or borrow early if fixed interest rates are expected to rise.

3. The Treasury Management Strategy Statement is concerned with the following
elements:

a) Prudential and Treasury Indicators

b) current Treasury portfolio position

¢) borrowing requirement

d) prospects for interest rates

e) borrowing strategy

f) policy on borrowing in advance of need
g) debt rescheduling

h) investment strategy

i) creditworthiness policy

i) policy on the use of external service providers
k) any extraordinary treasury issue

) the MRP/VRP strategy
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4. The Treasury Management Strategy Statement will establish the expected move in
interest rates against alternatives (using all available information such as published
interest rate forecasts where applicable), and highlight sensitivities to different
scenarios.

6.3 The Annual Investment Strategy

Included within the Treasury Management Strategy Statement is the report on the
Annual Investment Strategy which sets out the following: -

a) The Council's risk appetite in respect of security, liquidity and optimum
performance

b) The definition of high credit quality to determine what are specified investments
as distinct from non specified investments

c) Which specified and non specified instruments the Council will use

d) Whether they will be used by the in house team, external managers or both (if
applicable)

e) The Council’'s policy on the use of credit ratings and other credit risk analysis
techniques to determine creditworthy counterparties for its approved lending list

f) Which credit rating agencies the Council will use

g) How the Council will deal with changes in ratings, rating watches and rating
outlooks

h) Limits for individual counterparties and group limits
i) Country limits

i) Levels of cash balances

k) Interest rate outlook

I) Budget for investment earnings

m) Policy on the use of external service providers

6.4 The Annual Minimum Revenue Provision Policy Statement

This statement will be submitted as one element of the Annual Treasury Management
Strategy Statement and will set out how the Council will make revenue provision for
repayment of its borrowing using the four options for so doing.

6.5 Policy on Prudential and Treasury Indicators

1. The Council approves before the beginning of each financial year a number of
treasury limits which are set through Prudential and Treasury Indicators.

2. The responsible officer is responsible for incorporating these limits into the Annual
Treasury Management Strategy Statement, and for ensuring compliance with the
limits. Should it prove necessary to amend these limits, the responsible officer shall
submit the changes for approval to the full Council

6.6 Regular and midyear review

The Council will review its treasury management activities and strategy on at least a six
monthly basis, though in practice as part of regular financial monitoring to Cabinet. This
review will consider the following:

a) activities undertaken
b) variations (if any) from agreed policies/practices
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c) interim performance report
d) regular monitoring
e) monitoring of treasury management indicators for local authorities.

6.7 Management Information Reports, including a year-end performance report

Management information reports will be prepared for each Cabinet meeting, the final
report going to the first available Cabinet after the year-end. These reports will contain
the following information: -

a) asummary of transactions executed (may want to add brokers used and fees
paid) and their revenue (current effects);

b) measurements of performance including effect on loan charges/investment
income;

c) degree of compliance with original strategy and practices and explanation of
variances.

d) any non compliance with Prudential limits or other treasury management limits.

6.8 Publication of Treasury Management Reports

Treasury Management information reports will be prepared for each Cabinet meeting
and these are available as part of the agenda documents on the Council’s website at
www.rossendale.gov.uk .

The Annual Treasury Management Strategy Statement and the Treasury Management
Practices are reviewed at the Full Council meeting each February and are again
available as part of the agenda documents on the Council’s website at
www.rossendale.gov.uk .
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TMP 7 BUDGETING, ACCOUNTING AND AUDIT

ARRANGEMENTS

7.1 Statutory/Regulatory Requirements

The accounts are drawn up in accordance with the Code of Practice on Local Authority
Accounting in Great Britain that is recognised by statute as representing proper
accounting practices. The Council has also adopted in full the principles set out in
CIPFA’s ‘Treasury Management in the Public Services - Code of Practice’ (the ‘CIPFA
Code’), together with those of its specific recommendations that are relevant to this
Council’s treasury management activities.

7.2 Sample Budgets / Accounts / Prudential and Treasury Indicators

The Head of Finance will prepare at least a three year medium term financial plan with
Prudential and Treasury Indicators for treasury management which will incorporate the
budget for the forthcoming year and provisional estimates for the following two years.
This will bring together all the costs involved in running the function, together with
associated income. The Head of Finance will exercise effective controls over this
budget and monitoring of performance against Prudential and Treasury Indicators, and
will report upon and recommend any changes required in accordance with TMP6.

7.3 List of Information Requirements of External Auditors.

Reconciliation of loans outstanding in the financial ledger to Treasury Management
records

Maturity analysis of loans outstanding

Certificates for new long term loans taken out in the year

Reconciliation of loan interest, discounts received and premiums paid to financial
ledger by loan type

Calculation of loans fund interest and debt management expenses

Details of interest rates applied to internal investments

Calculation of interest on working balances

Interest accrual calculation

Principal and interest charges reports from the ledgers

Analysis of any deferred charges

Calculation of loans fund creditors and debtors

Annual Treasury Report

Treasury Management Strategy Statement and Prudential and Treasury Indicators
Review of observance of limits set by Prudential and Treasury Indicators
Calculation of the Minimum Revenue Provision

External fund manager(s) valuations including investment income schedules and
movement in capital values (if applicable)

7.4 Monthly Budget Monitoring Report

Monthly Budget Monitoring reports are produced for the Head of Finance with quarterly
reports to Cabinet. The report is intended to highlight any variances between budgets
and spend in order that the Council can assess its financial position. Details of treasury
management activities are included within the Cabinet report.
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TMP 8 Cash and Cash Flow Management

8.1 Arrangements for Preparing/Submitting Cash Flow Statements

Cash flow projections are prepared annually and updated monthly and daily. The annual
and monthly cash flow projections are prepared according to known changes in levels of
income and expenditure and also changes in payments and receipts dates. These

details are supplemented on an ongoing basis by information received of new or revised
amounts to be paid or received as and when they are known.

8.2 Bank Statements Procedures

The Council receives daily bank statements via a daily download of data from its bank.
All amounts on the statement are checked to source data from Payroll, Creditors etc.

A formal bank reconciliation is undertaken on a monthly basis by the Finance Team.

8.3 Payment Scheduling and Agreed Terms of Trade With Creditors

Our policy is to pay all creditors as per the agreed terms of trading.

8.4 Arrangements for Monitoring Debtors / Creditors Levels

The Finance Manager is responsible for monitoring the levels of debtors and creditors.

8.5 Procedures for Banking of Funds

All money received by an officer on behalf of the Council will, without unreasonable
delay, be passed to the Exchequer Team to deposit in the Council’s banking accounts.
Cash and cheques banked the previous day will be taken into account in the daily cash

flow.

8.6 Practices Concerning Prepayments to Obtain Benefits

The Council has no formal arrangement in place. Where such opportunities arise, the
prepayment would be sought and authorised by the Head of Finance.
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TMP 9 Money Laundering

9.1 Proceeds of Crime Act 2002

Money laundering has the objective of concealing the origin of money generated
through criminal activity. Legislation has given a higher profile to the need to report
suspicions of money laundering. The Proceeds of Crime Act (POCA) 2002 established
the main offences relating to money laundering. In summary, these are:

e concealing, disguising, converting, transferring or removing criminal property
from England and Wales, from Scotland or from Northern Ireland

e being concerned in an arrangement which a person knows or suspects facilitates
the acquisition, retention, use or control of criminal property

e acquiring, using or possessing criminal property.

These apply to all persons in the UK in a personal and professional capacity. Any
person involved in any known or suspected money-laundering activity in the UK risks a
criminal conviction. Other offences under the POCA include:

¢ failure to disclose money-laundering offences

e tipping off a suspect, either directly or indirectly

¢ doing something that might prejudice an investigation — for example, falsifying a

document.

9.2 The Terrorism Act 2000

This act made it an offence of money laundering to become concerned in an

arrangement relating to the retention or control of property likely to be used for the
purposes of terrorism, or resulting from acts of terrorism. All individuals and businesses
in the UK have an obligation to report knowledge, reasonable grounds for belief or
suspicion about the proceeds from, or finance likely to be used for, terrorism or its
laundering, where it relates to information that comes to them in the course of their

business or employment.

9.3 The Money Laundering Regulations 2007, 2012 and 2015

Organisations pursuing relevant business (especially those in the financial services

industry regulated by the FSA) are required to appoint a nominated officer and

implement internal reporting procedures; train relevant staff in the subject; establish
internal procedures with respect to money laundering; obtain, verify and maintain
evidence and records of the identity of new clients and transactions undertaken and
report their suspicions. In December 2007 the UK Government published the Money
Laundering Regulations 2007, which replaced the Money Laundering Regulations 2003.

9.4 Local authorities

Public service organisations and their staff are subject to the full provisions of the
Terrorism Act 2000 and subsequent Terrorism Acts and may commit most of the
principal offences under the POCA, but are not legally obliged to apply the provisions of
the Money Laundering Regulations 2007, 2012 and 2015. However, as responsible
public bodies, they should employ policies and procedures which reflect the essence of
the UK’s anti-terrorist financing, and anti-money laundering, regimes. Accordingly this
Council will do the following: -
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a) evaluate the prospect of laundered monies being handled by them
b) determine the appropriate safeguards to be put in place

C) require every person engaged in treasury management to make themselves
aware of their personal and legal responsibilities for money laundering awareness

d) make all its staff aware of their responsibilities under POCA

e) appoint a member of staff to whom they can report any suspicions. This person is
Head of Finance

f) in order to ensure compliance is appropriately managed, this Council will require
senior management to give appropriate oversight, analysis and assessment of the
risks of clients and work/product types, systems for monitoring compliance with
procedures and methods of communicating procedures and other information to
personnel.

g) The officer responsible for the creation and monitoring the implementation of a
corporate anti money laundering policy and procedures is The Head of Legal and
Democratic Services and it shall be a requirement that all services and
departments implement this corporate policy and procedures.

9.5 Procedures for Establishing Identity / Authenticity Of Lenders
It is not a requirement under POCA for local authorities to require identification from
every person or organisation it deals with. However, in respect of treasury management
transactions, there is a need for due diligence and this will be effected by following the
procedures below.
The Council does not accept loans from individuals.
All loans are obtained from the PWLB, other local authorities or from authorised
institutions under the Financial Services and Markets Act 2000. This register can be
accessed through the FSA website on www.fca.gov.uk.
When repaying loans, the procedures in 9.6 will be followed to check the bank details of
the recipient.
9.6 Methodologies for Identifying Deposit Takers
In the course of its treasury activities, the Council will only lend money to or invest with
those counterparties that are on its approved lending list. These will be local authorities,
the PWLB, Bank of England and authorised deposit takers under the Financial Services
and Markets Act 2000. The FSA register can be accessed through their website on
www.fca.gov.uk.
All transactions will be carried out by BACS or CHAPs for making deposits or repaying
loans.
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TMP 10 Training and Qualifications

The Council recognises that relevant individuals will need appropriate levels of training in
treasury management due to its increasing complexity. There are two categories of relevant
individuals: -

a) Treasury management staff employed by the Council
b) Members charged with governance of the treasury management function

All treasury management staff should receive appropriate training relevant to the
requirements of their duties at the appropriate time. The Council operates a Personal
Development Review system which identifies the training requirements of individual
members of staff engaged on treasury related activities.

Additionally, training may also be provided on the job and it will be the responsibility of the
Head of Finance to ensure that all staff under his / her authority receive the level of training
appropriate to their duties. This will also apply to those staff who from time to time cover for
absences from the treasury management team.

10.1 Details of Approved Training Courses

Treasury management staff and members will go on courses provided by our treasury
management consultants, CIPFA, money brokers etc.

10.2 Records of Training Received by Treasury Staff

The People and Policy department will maintain records on all staff and the training
they receive.

10.3 Record of Secondment of Senior Management

Records will be kept of senior management who are seconded into the treasury
management section in order to gain firsthand experience of treasury management
operations.

10.4 Statement of Professional Practice (SOPP)

1. Where the Chief Financial Officer is a member of CIPFA, there is a professional
need for the CFO to be seen to be committed to professional responsibilities
through both personal compliance and by ensuring that relevant staff are
appropriately trained.

2. All staff involved in treasury management activities must also comply with the
SOPP.

10.6 Member training records

Records will be kept of all training in treasury management provided to members.

10.7 Members charged with governance

Members charged with diligence also have a personal responsibility to ensure that
they have the appropriate skills and training for their role.
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TMP 11 Use of External Service Providers

11.1 Details of Contracts with Service Providers, Including Bankers, Brokers,

Consultants, Advisers

This Council will employ the services of other organisations to assist it in the field of
treasury management. In particular, it will use external consultants to provide
specialist advice in this ever more complex area. However, it will ensure that it fully
understands what services are being provided and that they meet the needs of this
organisation, especially in terms of being objective and free from conflicts of interest.

It will also ensure that the skills of the in house treasury management team are
maintained to a high enough level whereby they can provide appropriate challenge to
external advice and can avoid undue reliance on such advice.

Treasury management staff and their senior management will therefore be required to
allocate appropriate levels of time to using the following sources of information so that
they are able to develop suitable levels of understanding to carry out their duties,

especially in challenge and avoiding undue reliance.

. The quality financial press

« Market data

. Information on government support for banks an

. The credit ratings of that government support

11.1.1 Banking Services

a) Name of supplier of service is the NatWest Bank.

b) Regulatory status — banking institution authorised to undertake banking
activities by the FSA

c) The branch address is:

28 Bank Street
Rawtenstall
Rossendale
Lancashire

BB4 8TS

Tel ;- 0151 802 9354 (Business Banking) or

0845 302 1511 (Branch Banking)

d) Contract commenced 1992

e) Cost of service is variable depending on a schedule of tariffs set annually

applied to volumes of transactions

f)  Payments are due monthly and quarterly
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11.1.2

11.1.3

1114

Money-Broking Services

The Council may use money brokers for temporary borrowing and investment
and long term borrowing. It will seek to give an even spread of business
amongst the approved brokers.

Consultants’/Advisers’ Services

Treasury Consultancy Services

The Council will seek to take expert advice on interest rate forecasts, annual
treasury management strategy, timing for borrowing and lending, debt
rescheduling, use of various borrowing and investment instruments, how to
select credit worthy counterparties to put on its approved lending list etc.

The performance of consultants will be reviewed annually by the Head of
Finance to check whether performance has met expectations.

a) Name of supplier of service is Link Treasury Solutions. Their address is 65
Gresham Street, London, EC2V 7NQ

b) Regulatory status: investment adviser authorised by the FCA
c) Cost of service in 2020/21 was £7,500.
d) Payments are due bi-annually in April and October

Procedures and Frequency for Tendering Services

As per the Council’s contract procedure rules.
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TMP 12 Corporate Governance

12.1.1 List of documents to be made available for public inspection

a. The Council is committed to the principle of openness and transparency in its
treasury management function and in all of its functions.

b. It has adopted the CIPFA Code of Practice on Treasury management and
implemented key recommendations on developing Treasury Management

Practices, formulating a Treasury Management

implementing the other principles of the Code.

c. The following documents are available for public inspection: -

Treasury Management Strategy Statement

including the Annual Investment Strategy

Treasury Management Policy Statement

Minimum Revenue Provision Policy Statement

Policy Statement and

Treasury Management monitoring reports produced as part of the Council’s
regular financial monitoring reports to Cabinet.

Annual Statement of Accounts

Annual Revenue Budget and MTFS

Capital Strategy and 5 Year Capital Programme

Minutes of Council / Cabinet / committee meetings

Third party expenditure via quarterly corporate spend analysis published on
the website to comply with the coalition government’s transparency agenda.

Responsible Section/Team Finance Version/Status 2021/22 v1
Responsible Author Finance Manager Report submitted to Full Council
Date Amended now Feb 2021 Meeting date 24 Feb 2021
Due for Review Feb 2022 Page 34




TMP 13 Treasury management practices for non-treasury
investments

This Council recognises that investments taken for non-treasury management purposes
require careful investment management. Such investments include loans supporting service
outcomes, investments in subsidiaries, or investment property portfolios.

For Rossendale Borough Council this could include the one-third investment in the
Rossendale Together Barnfield Partnership and the land ownership at the Morrisons site in
Bacup, the latter being held on the Council’s Balance Sheet at a net book value of £550k at
the 31 March 2019. During 2020/21 officers will consider these investments and prepare
the information suggested below if they are determined to meet the definition of non-treasury
investments.

The Council’'s annual treasury management strategy, Investment Strategy and similar
documents will cover all the organisation’s investments, and will set out, where relevant,
specific policies and arrangements for non-treasury investments.

This schedule will include a summary of existing material investments, subsidiaries, joint
ventures and liabilities including financial guarantees and contingent liabilities and the
authority's risk exposure. It will be recognised that the risk appetite for these activities may
differ from that for treasury management.

CIPFA suggests that authorities should replicate TMP 1-12 under TMP 13, as far as this is
relevant, practicable and applicable. It particularly listed TMPs 1, 2, 5, 6, and 10. In this
case, clients may feel that non treasury investments should be in a completely separate
document to the TMPs covering treasury management.

Information suggested for non-treasury investments:

1.1 Risk management

The cross sectoral guidance notes state that authorities should be clear as to what powers
have been used for each non treasury investment. Clients may therefore want to consider
drawing up a summary listing of each non-treasury investment and detailing against each
one such things as e.g.: -

Name

Date investment made

Cost

Expected income

Approval by x committee / full council / officer (if using delegated authority)
Legal power used

Purpose e.g. income generation

Service (where relevant)

This list could be sub divided into various categories e.g.: -

e Service investments
¢ Commercial investments taken for mainly financial reasons: -
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Property inside the local authority area
Property outside the local authority area
Investments in subsidiaries
Investments in authority owned companies

o Council owned commercial / industrial estates
e Loans to other bodies
e Loan guarantees

O O O O

The cross sectoral guidance notes also suggest that the following should be documented for
each investment: -

e The extent to which the capital invested is placed at risk

e The impact of any potential losses on the financial sustainability of the organisation

o Dates for periodic review to take account of changes in market and other conditions.

o Names of officers or title of posts outside of the treasury management team who are

responsible for each non treasury investment and periodic monitoring
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Rossendale

BOROUGH COUNCIL

Subject: Pay Policy Statement Status: For Publication

Report to: Council Date: 24/02/2021

Report of: Head of People & Policy Portfolio Holder: | Corporate Services

Key Decision: | [ ] | Forward Plan [X General Exception [ ] | Special Urgency [ ]

Equality Impact Assessment: Required: No Attached: No

Biodiversity Impact Assessment | Required: No Attached: No

Contact Officer: | Clare Law Telephone: 01706 252457

Email: clarelaw@rossendalebc.gov.uk

1. RECOMMENDATION(S)

1.1 Full Council approves the attached Pay Policy Statement.

2. PURPOSE OF REPORT

2.1 To seek approval for the Council’'s Pay Policy Statement which is required to be published
annually.

3. BACKGROUND

3.1 The Localism Act 2011 (Chapter 8 — Pay Accountability), requires all local authorities to
set out its position on a range of issues relating to the remuneration of its employees.

3.2 The Pay Policy Statement must be approved by the Council in an open forum and
published on its website by the end of March on an annual basis.

3.3 The Pay Policy Statement is a reflection of the Council’s pay policy at the time it is
approved, as ‘a snap shot in time’, that is, as at 1%t February 2021.

3.4 The Pay Policy Statement sets out the existing approach to the remuneration of all posts
within the Council. In particular, it specifies certain mandatory requirements that must be
detailed within the Statement, this refers to:

e The pay structure of the Council and how it is set;
e Senior Management Remuneration, providing details of the pay grade for posts
defined as Chief Officer and the accompanying allowances;
e The recruitment arrangements for a Chief Officer;
e The relationship between the salaries of Chief Officers and other employees;
e Details of the lowest paid posts within the Council;
e Employer’s Pension Contribution details;
e Termination of employment payments.
3.5 The Localism Act refers to the position of Chief Officer, which is defined as:

Head of Paid Service designated under Section 4 (1) of the Local Government and
Housing Act (LGHA) 1989.

Monitoring Officer designated under section 5 (1) of the LGHA 1989

Statutory Chief Officer mentioned in section 2 (6) of the LGHA 1989

Non statutory Chief Officers section 2 (7) of the LGHA 1989

A Deputy Chief Officer mentioned in Section 2 (8) of the LGHA 1989.
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3.6 Within the Council structure this includes the following posts which are accountable to
the Chief Executive:
e Director of Economic Development
e Director of Communities
e Head of Finance (Section 151 Officer)
e Head of Legal Services (Monitoring Officer)
e Head of People and Policy
There are a further series of posts which fall within the definition of Chief Officer referred
to in the Localism Act, by virtue of being required to deputise for Chief Officers. These
have not been specifically listed.
3.7 The Council adopted the Living Wage on 15t April 2013 and became a Foundation
Living Wage Employer, the Foundation Living Wage is currently £9.30 per hour.
4. RISK
4.1 There are no specific risk issues for members to consider arising from this report.
5. FINANCE
5.1 The pay and remuneration detailed within the Pay Policy Statement are within the
approved budget of the Council.
6. LEGAL
6.1 All relevant comments are covered within the body of the report.
7. POLICY AND EQUALITIES IMPLICATIONS
7.1 The Policies detailed within the Pay Policy Statement have been approved through
Council Procedures and in consultation with the Council’s recognised Trade Union.
7..2  The job evaluation scheme used to establish the Council’s pay and grading structure has
been agreed with the Council’s recognised Trade Unions.
7.3 Guidance from North West Employers Organisation (NWEO) and Local Government
Association has been used to develop this policy.
8. CONCLUSION
8.1 The Pay Policy Statement details the existing contractual entittements as per current
contracts of employment of senior staff with the Council.
8.2 An equality impact assessment was completed in relation to the pay and grading structure
following the implementation of the Pay and Grading Review in 2007.
8.3 The Pay Policy Statement meets the legal requirements as per the Localism Act 2011.
Background Papers
Document Place of Inspection
Pay Policy Statement Appendix 1
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1. Purpose of the Policy

Under section 112 of the Local Government Act 1972, the Council has the “power to appoint
officers on such reasonable terms and conditions as the authority thinks fit”. This Pay Policy sets
out the Council’s approach to pay in accordance with the requirements of Section 38 of the
Localism Act 2011.

The purpose of the statement is to provide transparency with regard to the Council’s approach
to setting the pay of its employees by identifying;

e The methods by which salaries of all employees are determined

e The details of the remuneration of its most senior employees, ie Chief Officers

e The relationship between the salary of its Chief Officers and other employees
2. Other legislation relevant to pay and remuneration

In determining the pay and remuneration of its employees the Council will comply with all
relevant employment legislation. This includes legislation such as the Equality Act 2010, the Part-
time Employment (Prevention of Less Favourable Treatment) Regulations 2000 and where
relevant, the Collective Redundancies and Transfer of Undertakings (Protection of Employment)
(Amendment) Regulations 2014. The Council ensures that there is no pay discrimination within
its pay structures and that pay differentials can be objectively justified through the use of job
evaluation mechanisms, which directly establish the relative level of posts in grades according to
the requirements, demands and responsibilities of the role.

The Council operates the GLPC (Greater London Provincial Council) Scheme for all posts up to
and including spinal column point 49. All posts above spinal column point 49 have been job
evaluated using HAY, which includes comparative benchmarking data from other local
authorities. An Equality Impact Assessment has been undertaken in relation to the Council’s
grading structure.

3. Pay Structure

The Council complies with the nationally negotiated spinal column points for all posts up to and
including spinal column point 43, which is detailed at Appendix A. Posts above spinal column
point 43 are detailed at Appendix B.

The salary increase for all posts within the Council is set nationally, through collective bargaining
between the National Employers and Trade Unions. The pay and grading structure for the
majority of posts was established as part of the Pay Policy 2007. This Policy was approved by the
Council in 2007 and addressed the Council’s approach to the job evaluation of posts and the
harmonisation of key terms and conditions of employment. Since 2007, all newly created posts
and posts that have varied are subject to evaluation against the Job Evaluation Scheme.
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Where evidence exists of recruitment and retention issues it may be necessary to make
additional temporary payments to take account of external pay levels in the labour market in
order to attract and retain employees with particular skills, knowledge and experience. In such
instances the Council will use evidence of relevant market comparators, using data sources
available from within the local government sector and outside, as appropriate.

4. Definitions
The Localism Act refers to the position of Chief Officer, which is defined as:

e Head of Paid Service designated under Section 4 (1) of the Local Government and Housing
Act (LGHA) 1989.

e Monitoring Officer designated under section 5 (1) of the LGHA 1989

e Statutory Chief Officer mentioned in section 2 (6) of the LGHA 1989

e Non statutory Chief Officers section 2 (7) of the LGHA 1989

e A Deputy Chief Officer mentioned in Section 2 (8) of the LGHA 1989

Within the Council structure this includes the following posts which are accountable to the Chief
Executive:

e Director of Communities

e Director of Economic Development

e Head of Finance (Section 151 Officer)

e Head of Legal Services (Monitoring Officer)
e Head of People and Policy

There are a further series of posts which fall within the definition of Chief Officer referred to in
the Localism Act, by virtue of being required to deputise for Chief Officers. These have not been
specifically listed.

Remuneration is defined as the pay an individual receives.
5. Chief Executive Remuneration

The post of Chief Executive (Head of Paid Service) was filled by the current post holder on 2
January 2020. The appointment and terms relating to the appointment were agreed at a meeting
of the Council. At that time an independent review of the role and the remuneration package
was undertaken. This review involved obtaining guidance and advice from North West Employers
Organisation.

Spinal Point Salary
Chief Executive 105,670
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The Chief Executive (Head of Paid Services) salary was reviewed prior to the recruitment to
Chief Executive in September 2019.

Additional Allowances;

No Essential car user allowance lump sum is paid to the Chief Executive (Head of Paid Services).
Returning Officer Fees — This is based upon a fee calculated periodically by the Cabinet Office,
with the fee being based on a sum of money multiplied per every 10,000 of electorate. The
Council appointed the Chief Executive as the Returning Officer as part of the appointment
process in December 2019.

The Council pays the fees for the local election and the fees for other elections, such as
Parliamentary and County Council, are paid for externally.

Unlike other Local Authorities, Rossendale Borough Council does not offer lease car or telephone
allowance schemes.

The Chief Executive is required to respond to Out of Hours Emergencies, attend evening meetings
and out of hour’s weekend events for which no payment or time is recoverable.

The other terms and conditions of service relating to this post are in accordance with the Joint
Negotiating Committee for Chief Executives of Local Authorities.

Any other allowances relating to the post are the same as for all other posts within the Council,
for example, reimbursement of fuel expenditure from business travel.

6. Director Remuneration
There are two posts of Director reporting to the Chief Executive:

Director of Economic Development
Director of Communities

Spinal Point Salary
Director of Economic Development Grade 16 (65-69) £73,137 to £80,451
Director of Communities Grade 16 (65-69) £73,137 to £80,451

Additional Allowances:

Reimbursement of one professional subscription fee per annum applies to the Director of
Economic Development.

No essential car user allowance lump sum is paid to the Directors.
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Progression through the grade occurs through the payment of an additional annual increment on
15t April, each year.

The other terms and conditions of service relating to these posts are in accordance with the JNC
Terms and Conditions for Chief Officers of Local Authorities.

Any other allowances relating to the posts are the same as for all other posts within the Council,
for example, reimbursement of fuel expenditure from business travel.

Unlike other Local Authorities, Rossendale Borough Council does not offer lease car or telephone
allowance schemes.

The Directors are required to respond to out of hours’ emergencies, attend evening meetings
and out of hour’s weekend events for which no time off in lieu or payment is made.

7. Statutory Chief Officer and Non Statutory Chief Officer Remuneration

There are three Statutory Chief Officer and Non Statutory Chief Officer posts reporting to the
Chief Executive:

Head of Finance (Section 151 Officer)
Head of Legal Services (Monitoring Officer)

Head of People and Policy

Salary range:

Spinal Point Salary
Head of Finance Grade 14 (55-60) £58,397 - £65,156
Head of Legal Services Grade 10 (44-48) £46.845 - £50,766
Head of People and Policy Grade 10 (44-48) £46.845 - £50,766

Additional Allowances:

Reimbursement of one professional subscription fee per annum applies to the Head of Finance
and Head of People and Policy posts.

Progression through the grade occurs through the payment of an additional annual increment on
1t April, each year.

The other terms and conditions of service relating to the Head of Finance are in accordance with
the NJC for Local Government Services National Agreement on Pay and Conditions of Service

The other terms and conditions of service relating to the Head of Legal Services and Head of
People and Policy are in accordance with NJC for Local Government Services National Agreement
on Pay and Conditions of Service.
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Any other allowances relating to the posts are the same as for all other posts within the Council,
for example, reimbursement of fuel expenditure from business travel.

The Head of Finance, Head of Legal Services and Head of People and Policy post holders, are
required to respond to out of hours’ emergencies, attend evening meetings and weekend events
for which no pay or time off in lieu is recoverable.

8. Recruitment of Chief Executive and Chief Officers

Under Section 112 of the Local Government Act 1972, the Council has the “power to appoint
officers on such reasonable terms and conditions as the authority thinks fit”.

Where there is a requirement to recruit to the post of Chief Executive or Chief Officer, the
Council’s Constitution, Part 4, Section 10, Employment Procedure Rules Apply.

9. Salary upon Appointment

Under normal circumstances, all new appointments to a post of Chief Executive or Chief Officer
will be made at the bottom spinal column point of the grade, unless there are objective reasons
for not doing so. Any appointment above the bottom spinal column point will require the
approval of the Appointment Panel.

10. Performance-related Pay

The Localism Act requires Councils to provide details of any performance related pay for its Chief
Officers; however, Rossendale Council does not have any such arrangements.

11. Relationship between Chief Executive/Chief Officer Pay and other Employees

The following information is provided to assist with understanding the ratio calculation:
e Chief Executive Salary mid-point = £105,670 (spot salary)
e Chief Officer Median salary = £67,491 (the median point of SCP 55-69)

e Council Median salary = £23,541 (The median SCP point of all employees in RBC)
e Council Lowest salary = £17,942 (Foundation Living Wage)

Pay Ratio

Post Benchmark Salary Ratio

Chief Executive salary Chief Officer Median salary 1:1.6

Chief Officer salary (mid - point ) Council Median salary 1:4.5

Chief Executive salary Lowest salary 1:5.9

Chief Officer salary (mid - point) Lowest salary 1:3.8
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The Hutton report, entitled Fair Pay in the Public Sector, contained a recommendation that the
Chief Executive's salary should not exceed 20 times that of the lowest pay in the organisation. At
Rossendale Borough Council, the pay multiple between the Chief Executive's pay and the lowest
paid employee is 1 to 5.9 which falls within this recommended range.

12. Lowest Paid Employees

The lowest grade on the pay structure is Grade 1 (SCP 1-3) £17,942 - £18,562. The Council
became a Foundation Living Wage employer on 1t April 2013, and adopts a minimum hourly pay
rate of £9.30 per hour.

The lowest paid group of employees are the cleaners appointed on Grade 1.

13. Termination Payments

The Council’s Redundancy Policy applies equally to all employees regardless of their grade. A
redundancy payment will be paid to an employee when their post is made redundant and there

are no suitable redeployment opportunities.

The Council does not have any policy which allows for early retirement or which allows for any
increase or any enhancing of an employee’s pensionable service.

14. Employer Pension Contribution

The Council contributes to the Local Government Pension Scheme in 2020/21 for all its
employees who are members equally at the rate of 17.6% of an employee’s salary. This rate of
contribution is set by Actuaries advising the Lancashire Pension Fund and is reviewed on a
triennial basis.

15. Employee Pension Contribution

Employees in the Local Government Pension Scheme will pay the following annual contributions
as at 15t April 2020, based upon their pensionable pay:

Full-time salary Contribution rate

Up to £14,600 5.5%

£14,601 - £22,800 5.8%

£22,801 - £37,100 6.5%

£37,101 - £46,900 6.8%

£46,901 - £65,600 8.5%

£65,601 - £93,000 9.90%

£93,001 - £109,500 10.5%

£109,501 - £164,200 11.4%

£164,201 & above 12.5%
Responsible Section/Team People and Policy Team Full Council
Responsible Author HR Manager Version Final draft
Date last Amended 25.01.21 Page 7




16. Engagement of Former Chief Officers in receipt of Pensions

The Council does not have a policy which prevents former Council employees including Chief
Officers from applying for and being successfully appointed to any Council job or returning under
a contract for service, because they are in receipt of a Public Sector or Local Government Pension.
Normal recruitment and selection processes would apply in line with the Council’s Equalities
Policy or normal procurement rules would apply.

17. Publication of the Policy
The Policy will be published on the Council’s Website.

In addition, for posts where the fulltime equivalent salary is at least £50,000, the Council’s Annual

Statement of Account will include a note setting out the total amount of:

e salary, fees or allowances paid to or receivable by the person in the current and previous year;

e any bonuses so paid or receivable by the person in the current and previous year;

e any sums payable by way of expenses allowance that are chargeable to UK income tax;

e any compensation for loss of employment and any other payments connected with
termination of employment

e any benefits received that do not fall within the above.

The information set out within this pay policy complements the data the Council is required to
publish separately under the Code of Recommended Practice for Local Authorities on Data
Transparency and by the Accounts and Audit (England) Regulations 2011.

18. Review of Pay Policy
The Policy will be subject to annual review and must be approved by the Council prior to 31 March

each year. If there is a need to amend the Policy between reviews, then any such amendments
will be considered by the Cabinet, prior to approval by the Council.
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Appendix A

ROSSENDALE BOROUGH COUNCIL — PAY AND GRADES AT SCP 43 AND BELOW

SCP | Per Annum
Grade 1
1 17,942
2 18,198
3 18,562
Grade 2
4 18,933
5 19,312
6 19,698
Grade 3 6 19,698
7 20,092
8 20,493
9 20,903
10 21,322
11 21,748
Grade 4 11 21,748
12 22,183
13 22,627
14 23,080
15 23,541
Grade 5 15 23,541
16 24,012
17 24,491
18 24,982
19 25,481
20 25,991
21 26,511
Grade 6 22 27,041
23 27,741
24 28,672
25 29,577
26 30,451
Grade 7 26 30,451
27 31,346
28 32,234
29 32,910
30 33,782
31 34,728
32 35,745
Grade 8 33 36,922
34 37,890
35 38,890
36 39,880
37 40,876
38 41,881
Grade 9 39 42,821
40 43,857
41 44,863
42 45,859
Top NJC Grade 43 46,845
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Appendix B

ROSSENDALE BOROUGH COUNCIL — PAY AND GRADES ABOVE SCP 43

SCP Per Annum
Grade 10 44 46,845
45 47,819
46 48,806
47 49,789
48 50,766
Grade 11 48 50,766
49 51,821
50 53,101
51 54,354
Grade 12 49 51,821
50 53,101
51 54,354
52 55,614
53 56,903
Grade 13 51 54,354
52 55,614
53 56,903
54 58,233
CO Grade 14 55 58,397
56 59,745
57 61,100
58 62,458
59 63,814
60 65,156
CO Grade 15 60 65,156
61 66,714
62 68,269
63 69,826
64 71,381
CO Grade 16 65 73,137
66 74,953
67 76,788
68 78,614
69 80,451
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Rossendale

BOROUGH COUNCIL ITEM NO. D2

Subject: Transfer of CLAW facilities Status: Report for Publication —
and The Whitaker Appendix confidential
Report to: Council Date: 24" February 2021
Report of: Director of Communities Portfolio Holder: | Health & Leisure
Key Decision: XI | Forward Plan [X] General Exception [ ] | Special Urgency []
Equality Impact Assessment: Required: no Attached: no
Biodiversity Impact Assessment | Required: no Attached: no
Contact Officer: | Adam Allen, Director of Telephone: 01706 252492
Communities

Email: adamallen@rossendalebc.gov.uk

1. RECOMMENDATIONS

1.1 Council agree to a request from the Community Leisure Association Whitworth (CLAW)
to surrender their leases to the Whitworth Leisure Centre and The Riverside.

1.2 Council grant new leases to the Rossendale Leisure Trust for the Whitworth Leisure
Centre and The Riverside.

1.3 Council agree that outstanding CLAW debt transfer to the Rossendale Leisure Trust and
be rescheduled to better enable repayment.

1.4 Council agree that the remaining £70k capital balance earmarked for Whitworth Leisure
Centre be used at the discretion of Rossendale Leisure Trust to maximise future income
for the facility.

1.5 Council agree a joint proposal from The Whitaker Community Interest Company and
Rossendale Leisure Trust to merge and the existing lease on the Whitaker Museum
amended to allow this.

1.6 Council agree to provide Rossendale Leisure Trust with the following specific support:
e £100k revenue funding from the council’s allocation of Government funding.
e A lease payment holiday until 31 March 2023.
e The rescheduling of debt/arrears repayment over a ten-year period ending 31 March
2033.

2. PURPOSE OF REPORT
This report explores requests from the Community Leisure Association Whitworth (CLAW)
and The Whitaker Community Interest Company to transition into a closer working
relationship with the Rossendale Leisure Trust. This will effectively mean an
amalgamation of these organisations for operational management of some of the
borough’s key leisure/cultural assets.

3. BACKGROUND

3.1 Nationally leisure providers have been severely affected by the Covid pandemic. This
has resulted in extended and erratic closures, reduced operating capacity and,
consequently, reduced income. This report provides an update on the current difficult
financial position faced by Rossendale Leisure Trust, CLAW and The Whitaker
Community Interest Company (CIC) and provides recommendations as to how the council

| Version Number: |1 | Page: | 10f12




3.2

3.3

4.2

4.3

proposes to support the Trust through Covid whilst managing financial risk to itself. The
report recommends consolidation of these Rossendale leisure assets under a single
Trust. This follows formal requests to the council from both the Whitaker Board and
CLAW Board.

The full financial position provided by the Trust and accompanying detailed business
cases for CLAW and The Whitaker are included in Appendix 1 and should be read in
conjunction with this report.

The sudden and unexpected impact of Covid required an intensive and urgent response
from both the council and the Trust. Urgent action was required to minimise the financial
impact and to shift focus to supporting vulnerable people and communities. Both the
council and Trust played a major role in this response. The Trust and council have been
working together to establish a clear and more cohesive vision for the sustainable future
of leisure assets post Covid. This work is brought together in this report and it seeks
member approval for a range of measures that will consolidate key Rossendale leisure
and culture organisations into one larger more sustainable organisation.

CURRENT FINANCIAL POSITION OF THE TRUST

The Trust manages two council owned facilities under a lease and management
agreement. These are the Adrenaline Centre in Haslingden and Marl Pits in Rawtenstall.
The Trust also have a private agreement to operate the Pioneer Gym in Bacup and they
manage bookings for schools and the council’s football and bowling facilities. The Trust
were instrumental in the borough’s response to Covid and establishing Rossendale
Connected. The Trust are also a key partner in the local health and wellbeing sector and
are currently working with the council in developing a partnership health strategy.

In late March 2020, all leisure facilities nationally were closed. The majority of Trust staff
were furloughed under the Government scheme. In August 2020, facilities re-opened in a
Covid safe manner, although this resulted in reduced income. The council successfully
lobbied Government for leisure centres to be excluded from tier three restrictions in
Lancashire. However, a full national lockdown in November resulted in a further full
closure. After a short period of re-opening before Christmas, centres were again closed
under tier 4 and are now subsequently closed due to a further national lockdown. It is not
known when the current lockdown will end. However, a working assumption of 1t July
2021 has been used for scenario planning in this report. This is considered a
conservative estimate, but will be kept under review. The financial position does not
change dramatically if a partial opening occurs prior to July 1. This is a result of the
furlough scheme covering the wages of staff which is the largest aspect of operating
costs.

The erratic nature of lockdowns and restrictions have made strategic planning extremely
difficult. In July 2020 the council commissioned a study from KKP consultants to assess
the impact of Covid on leisure facilities. In addition, Council agreed in July 2020 for Ski
Rossendale to transfer to the Trust rather than enter administration. In the limited time
Ski Rossendale has been able to operate, attendance figures and income have increased
on previous years. The findings of the KKP study have been presented to members at
briefings and are summarised below:

e The Trust is effectively managed and was in a strong financial position pre-Covid,
operating with a surplus and no direct subsidy from the Council.
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The council do currently provide Finance, IT and HR support to the Trust through
prior agreement. Significantly, the council pay all Trust wages and invoices and
reclaim these from income achieved. This leaves the council vulnerable to any
Trust lost income or increased expenditure.

There is a need to strengthen governance to ensure the financial independence of
the Trust over time and limit risk to the council.

Increased partnership working and financial monitoring should be implemented to
ensure that the strongest possible response to Covid and its impact has been
implemented. This includes council officers attending Trust Board meetings and the
Trust’'s financial sub-committee. The Trust are fully engaging the council in
decisions that affect their financial position.

The CLAW and Ski Rossendale facilities are a good match with the expertise of the
Trust and could benefit by merging with the Trust. The Whitaker will provide
additional challenges due the specialist disciplines required, such as curatorial
skills and especially the food and beverage offer which underpins the business
case.

4.4 All recommendations in the report are being implemented and the key activities underway
include:

Partnership working and financial monitoring - council officers attend Trust Board
meetings and the Trust’s financial sub-committee. The Trust have fully engaging
the council in decisions that affect their financial position.

Annual delivery plan - this will be completed for the coming financial year and will
include key performance measures.

Service level agreement — this is being refreshed to clarify the level of support
services provided to the Trust and costs associated with this. This is to be
completed once there is more certainty on the outcome of the Covid impact and will
include a formal agreement for the debt repayment.

Feasibility for future health and leisure facilities - this work is underway and due for
completion in June 2021.

Trust Board - council officers are working closely with councillors nominated to the
Trust Board.

Mergers - further mergers are evaluated (and form the substantive part of this
report).

4.5 The Trust entered the pandemic in a strong position with a cash reserve of £325k. The
projected position at April 15t 2021 is an overall deficit of approximately £530k and an
overall trading loss for the year of approximately £850k. An application for financial
support through the DCMS National Leisure Recovery Fund is anticipated to provide
approximately £100k for the Trust (subject to approval). This is included in the projections
and it is hoped further Government support will be forthcoming in 2021 as the national
lockdown has been extended.
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4.6

5.2

A summary of the financial position and projections for all facilities is shown in the table
below:

 mem owmeess
- Open 1st April Open July

Forecast Year on Phased with CJRS Open July with no

End Position return Funding CJRS funding
_ (530,322) (598,050) (749,455) (869,455)
_ (79,641) (86,180) (109,542) (133,542)
_ (26,000) (24,098) (32,098)
_ 16,000 - (4,408) (4,408)
_ (593,963) (710,230) (887,503) (1,039,503)
_ 151,000 151,000 151,000 151,000
- (342,963) (559,230) (736,503) (888,503)

CONSIDERING OPTIONS

Following the onset of Covid restrictions, work has been undertaken to examine the
options for both minimising the impact of Covid on our leisure and cultural facilities and
planning for an effective and financially sustainable future. Strategic options include:

Closing all RLT, CLAW and Whitaker facilities for the medium to longer-term
Seeking a new commercial operator for CLAW and Whitaker facilities
Transferring operation of CLAW and Whitaker facilities to the Trust

The council taking CLAW and Whitaker facilities in-house

All options have been considered. The first and fourth options would have significant
strategic negative financial implications for the Trust (with option one) and for the council
(with options one and four). These options would likely incur significant costs associated
with closure, mothballing and future reopening of facilities, TUPE transfer of staff,
redundancy and pension implications. Option two would involve a procurement exercise
in an environment where leisure providers are either likely to have very limited interest or
be seeking a significant management fee to operate the facilities. With option three, the
current Trust model has been found to be efficient and effective by independent experts.
It retains strong local interest, passion and expertise in managing the facilities. In
exploring this option in depth the council has sought reassurance that the Trust's
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5.3

5.4

5.5

5.6

5.7

5.8

5.9

5.10

proposals are sound, financially viable and that any council support is proportionate and
limits the council’s exposure to long-term financial risk.

The council have been actively engaged in the Trust's decision-making following initial
lockdown. During initial lockdown, furloughed salaries were topped up to 100% rather
than the standard 80% of furlough. For all following closures it was decided in partnership
that there would be no top up payments to reduce losses. The Trust have been
successful in obtaining external funding for the part payment of senior management
posts, which has helped them retain capacity. It is considered that the Trust have taken
the necessary steps to reduce losses which are within their control.

The Trust’s projections have been assessed and constructively challenged. It is not
possible to predict accurately when closures will end and what the operating conditions
will be like. This does not make it possible to accurately determine whether it is better to
pursue option one (mothballing the buildings) or continue with the option of furloughing
staff and temporarily closing facilities. Best estimates have been provided by the Trust for
both options and these are shown in Appendix 1 (pages 20 and 21). It is estimated that
pursuing option one with an associated redundancy programme and then a reopening
later is likely to cost the council between £1m and £2m (depending on duration of closure
and level of staff redundancy costs).

This report sets out an expected deficit position of between £900k and £1.2m over the
next two years for all facilities. This does not include possible further Government grant
support which may have a positive impact. The Trusts’ projections do include a
substantial events programme within 21/22 for the Whitaker and the Riverside, which will
rely on larger gatherings being allowed. This is considered an over-optimistic projection
which the council would recommend is adjusted downward.

The Trust has and will continue to incur a deficit. The deficit the Trust incurs will be repaid
through a formal repayment agreement as part of a wider Service Level Agreement.
Projections assume that the Trust achieve a surplus position by 2023/24. The council is
faced with a difficult choice. None of the options are without risk. The council considers
transferring operation of CLAW and Whitaker facilities to the Trust is most likely to incur
less financial risk to the council as well as being the option most likely to provide the
facilities with a sustainable future in the current climate. However, this is based on a
range of assumptions and estimations against an ever-changing backdrop.

CLAW'’s outstanding debt will be absorbed by the Trust, making the financial position of
the Trust worse in the short term. The overall losses of CLAW however will be reduced
through bringing in the Trusts’ expertise and resource. The council strongly recommends
that all leisure and cultural facilities should only reopen when it is considered financially
beneficial to do so in order to minimise losses. This position should be reviewed on a
monthly basis.

The council is aware that a private gym is anticipated to open in Rawtenstall shortly. Itis
unknown as to what impact this will have on the Trusts’ gym memberships but it is likely to
result in reduced income.

The Trust has been able access the Government’s business grants scheme. So far they
have received £88k. However, the grant schemes are ongoing.

The council have no legal obligation to provide the Trust with additional funding. However,
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the council has a keen interest in ensuring facilities are open and able to be used by local
people. The Trust would benefit significantly from some targeted financial support from
the council. This report proposes the specific following financial support be provided to
the Trust:

e That £100k of the Government funding provided to the council for managing the
impact of Covid be allocated to the Trust in 2020/21.

e That the current lease repayments to the council by the Trust of £151k per annum
be paused for 21/22 and 22/23. This would not reduce the total repayment amount
but it would defer them for an extra two years, with a lease payment holiday until
31 March 2023.

e The rescheduling of debt/arrears repayment over a ten-year period ending 31
March 2033. The council provide the payment function for Trust invoices and
wages. The balance is repaid by the Trust monthly. This is likely to result in the
Trust owing the council approximately £346k by April 2021 if mergers take place as
proposed in this report. The council is proposing to defer repayment of this deficit
and the Trust pay this back overtime when it is deemed that normal operations
have recommenced. In practice this will mean that the Council will support the
Trust to have a cash balance of over £150k at all times.

5.11  The Trust projects that losses up to March 2022 could be between £900k and £1,200k for
all facilities with between £165k and £213k of this attributable to CLAW. A possible
further loss in 22/23 of £200k is projected if the customer base does not recover as
expected. This projection for future years is based on a number of assumptions, which
includes no further Government grant funding and no furlough scheme. Members should
be aware that the Trust are likely to be repaying this accumulated loss over a long period
of time up to ten years. Members should also be aware that the replacement or
refurbishment of key facilities is planned in the medium term. This is likely to have a
positive financial impact and it could provide an opportunity to increase income and
restructure repayments in the longer-term. Once the level of losses are more certain a
repayment plan will be established as part of a Service Level Agreement, the details of
which will be finalised by the Director of Communities in consultation with the Portfolio
Holder for Health and Leisure.

6. TRANSFER OF CLAW FACILITIES

6.1 This section provides a brief overview of CLAW and the implications of any merger for the
Council. The full background, financial position and proposal are included in Appendix 1.
CLAW was established in 2002 after the closure of Whitworth Baths. Through community
contributions and external funding CLAW was created and were able to re-open the baths
as a leisure centre and have since been able to include a gym. When the old Civic Hall
burnt down in 2003, CLAW worked with the council and the community to re-open a new
Civic Hall called The Riverside in 2006. Both buildings are in the ownership of the council
and are leased to CLAW.

6.2 Whitworth Leisure Centre is on a 12 years full repairing lease from 15t April 2015 and The
Riverside is on a 7 years full repairing lease from 29" October 2013 (subject to a 99-year
lease to the Whitworth Town Council). The term of the lease for the leisure centre expired
in October 2020 and is currently rolling over pending the outcome of this report. These
full repairing leases placed the responsibility for all maintenance and repair on to CLAW.
The Trust are requesting that the new leases issued are on a partial repair and

| Version Number: |1 | Page: | 6 0f 12




6.3

6.4

6.5

6.6

6.7

6.8

6.9

maintenance responsibility which would mean some risk transferring to the council for
major large-scale repairs. The council contribute an annual grant of £50K to CLAW to
subsidise operating costs.

CLAW has been successful historically in re-opening and operating these facilities over
the past 18 years. Unfortunately, however, in the view of the CLAW Board at this time
they are not financially sustainable under the current operating model. Rossendale
Leisure Trust have worked closely with CLAW in the past two years and were considering
a merger prior to Covid. The trustees of CLAW now consider a transfer of their facilities to
the Trust to be the best option for sustaining the facilities in Whitworth. It is estimated that
losses were between £25k-£50k per month in the first lockdown and CLAW are now in a
negative financial position when debts are considered. A restructure including
redundancies has reduced the losses per month to an estimated £5k-£10k. The CLAW
Board formally wrote to the Council on 6™ January 2021 requesting the transfer. If the
facilities are not transferred, it is likely that CLAW would have to cease trading and that
the facilities would be returned to the council with no operator in place.

By transferring the facilities to the Trust it will be possible to bring in additional expertise
and through economies of scale in staffing and supplies, it will be possible to operate the
facilities more efficiently. At the time of transfer, the Trust will absorb the outstanding debt
of CLAW and the business case shown in Appendix 1 shows the facilities reaching a
sustainable position over time.

In the arrangement proposed by CLAW and RLT, the CLAW Board may decide to remain
in some form but the current leases for the two facilities would be voluntarily surrendered
by CLAW concurrently with new leases being entered in to with the Trust. Two trustees
from CLAW would be invited to join the Trust’s board and the existing CLAW board would
have the option to continue and act as an advisory body. Following transfer, there will be
no legal agreements between the council and CLAW or between the Trust and CLAW.

New leases that meet the needs of all parties will be completed as part of the transfer of
operation. It is proposed that the heads of terms for the leases shall be agreed by the
Director of Communities, Head of Legal and Head of Finance in line with current
delegations.

The KKP report suggested that CLAW is likely to perform better through a merger with the
Trust. It also highlighted the poor long-term sustainability of the leisure centre due to its
condition and age. The centre was built in 1972 and is reaching the end of its useful life.
A feasibility study on the future of health and leisure facilities is now underway. This will
inform a decision on Whitworth Leisure Centre.

In March 2020 the council approved capital funding of up to £110k for replacement boilers
and an air handling unit. Circa £40k has been spent on the new boilers. This report
proposes that the balance of this agreed funding — approximately £70k - be used flexibly
to give the centre the best chance of sustainability by investing in areas that will increase
income.

The general poor condition of Whitworth leisure centre does pose a risk and the Trust
have requested that a new lease should be a partial repair and maintenance lease
(focused on small-scale day-to-day repairs). This would emulate closely the current
leases that the council have with the Trust for Haslingden and Marl Pits. This
arrangement does transfer some risk to the council. It is recommended that any
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6.10

7.2

7.3

7.4

7.5

7.6

maintenance liability for the Whitworth Leisure Centre over an accumulative £50k in any
12-month period be subject to review and approval by Cabinet as part of a full options
appraisal.

The council currently provide CLAW with an annual subsidy of £50k. It is proposed that
the council continues to pay this subsidy, now to the Trust, for the next two financial years
and stops for the financial year 23/24. This saving will contribute to the council’s Medium
Term Financial Strategy and maintains the principle of the council reducing its financial
subsidy for leisure facilities.

MERGER OF THE WHITAKER AND ROSSENDALE LEISURE TRUST

The Whitaker is a Community Interest Company (CIC) with three directors. The directors
have worked closely with the council to secure over £2m National Lottery investment into
the facility. The works are expected to be completed in April 2021 with re-opening taking
place in July 2021. The museum is a council owned building leased to The Whitaker CIC
on a 25-year lease, signed in 2017. There is also a management agreement in place
which stipulates the expectations of the Council in respect of the operation of its facility.

The Whitaker, prior to the refurbishment, has relied on some subsidies from the council in
the form of utilities and similar running costs. These costs will transfer to The Whitaker in
April 2021. The council also make an annual payment of £50k to The Whitaker in return
for the management of the council’s exhibits and art collection. This curatorial fee will
reduce to £30k from April 2021 onwards. The Whitaker are due to start paying the annual
running costs of c£20k from April 2021, however they have requested that both these
reductions be deferred until April 2022. A further ask has been made to defer payment of
the £10k per annum rent that was due to commence in December 2020. This has been
proposed in the February 2021 MTFS

A loan from the council to The Whitaker of £80k has previously been approved. £20k of
this will be used for a lift as an addition to the scheme and the remainder will be used for
start-up costs. The Whitaker will continue to be bound by the terms of this agreement in
the event that council is minded to approve the merger.

The council have received a request from the Whitaker Board to merge with Rossendale
Leisure Trust. The full proposal for the merger submitted by The Whitaker and the Trust
is included in Appendix 1.

Unlike other culture and leisure facilities in Rossendale, The Whitaker has not been
adversely affected by the Covid pandemic up to this point. The refurbishment has
fortunately coincided with the pandemic, meaning lost income has been kept to a
minimum. A primary aim of the substantial investment in the facility is to allow The
Whitaker to increase income and become self-sufficient. This will be achieved through a
strong food and beverage offer and an events offer for weddings etc. The investment will
create two distinct and mutually supportive operations. Firstly, a revitalised museum and
cultural community hub and secondly a modern café and events space with dedicated
kitchen and amenities.

It is imperative that the café, retail and events generate sufficient income to support the
cultural activities and as such The Whitaker will not need to seek future subsidy from the
council. The Lottery bid business case showed a surplus income that would be split
between investment in the facility and income for the council. These projections have
been revised now the food and beverage offer has become clearer and the operating
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circumstances for the facility will be different in the short to medium term due to Covid.
The most up to date business case is included in Appendix 1. If a merger takes place,
additional income will be allocated to the Trust as a parent company, to the creation of a
cultural fund for Rossendale and to provide a modest income for the council.

The Whitaker is requesting that previously agreed reductions to the subsidy are delayed
by one year to allow them to establish the new offer. This would require variations to both
the lease and management agreement which presently also allows for a £10k rental
income from December 2020. If this deferment were agreed, it will defer the achievement
of the £50k savings for the council from 21/22 to 22/23. This has been included in the
Medium Term Financial Strategy.

Under the existing management agreement, The Whitaker may not without the prior
written consent of the council, assign all or any benefit, right or interest or sub-contract the
provision of the museum services. It is proposed that following the merger, the
management agreement as it stands currently will continue, as will the lease. These
agreements will remain the responsibility of The Whitaker. However, if the Trust is to
benefit financially from The Whitaker, then the terms of this will have to be agreed and
written into a revised agreement. The overall benefits of the merger are:

e Providing additional strategic and managerial capacity to support the operation of
The Whitaker.

e Shared delivery capacity e.g. provision of a food and beverage offer and facilities
operation.

e Enhance the governance of The Whitaker through the appointment of additional
directors from the Trust board.

e The Whitaker will remain an independent legal entity, meaning there is limited
financial risk to the council or the Trust.

e Having all the Council’s leisure facilities under one trusted parent group, allows for
a better long-term strategic partnership with the council.

The potential risks associated with the merger include:

e |t is proposed that a Trust trading subsidiary is established to oversee non-
charitable activities. It is unknown at this stage how this will work in detail. Due
diligence will be completed following this report and a merger will only be agreed to
if robust arrangements are in place to protect the council’s interests.

e Part of the income generated by The Whitaker is allocated to the Trust rather than
invested in The Whitaker or passed to the council. If a merger is agreed in
principle by Council, the Portfolio Holder for Health and Leisure and the Director for
Communities will only agree a final arrangement if suitable due diligence is
reached.

e The capacity of the Trust is stretched and the challenges for the Trust due to Covid
should not be under-estimated. The Trust has employed a temporary partnerships
manager to support the transfer of The Whitaker and other facilities.

e The food and beverage offer is critical to the long-term sustainability of The
Whitaker and increased income to the council. The Trust and The Whitaker have
engaging consultants to develop a high quality offer and to assist in the
employment of a qualified Head of Hospitality.
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e The Whitaker is currently a Community Interest Company with an ambition to
convert to charitable status. This may have implications on how any additional
income from the catering function is used. The Trust is looking to develop a
separate trading arm for the catering and events function, providing more flexibility
in how any profits can be allocated.

e The proposal includes a projected high number of events for the financial year
21/22. These events will be large gatherings which may remain unlawful under
Covid guidance well into the financial year. In this respect, the business plan
proposed is deemed over-optimistic by the council and projections should be
revised downwards.

RISK
The risks are outlined in the body of this report. The key risks and mitigations are
summarised below:

It is difficult to accurately predict what the overall losses for leisure facilities will be due to
the ongoing nature of Covid. It is unknown when reopening will be possible and whether
additional restrictions on the use of the facilities will be in place. It is also difficult to
estimate accurately what the exact costs of closing our facilities and folding the existing
organisations would be in order to provide an accurately costed options appraisal. A
number of scenarios have been worked on and the most probable scenarios included
within this report.

The proposals require the council temporarily supporting the Trust's and other facilities
debts with a plan to repay these debts over a longer term. The council is not writing off
any debt. For debt to be repaid it is necessary for the facilities to generate a surplus.
With a new gym opening in Rawtenstall and aging facilities it is not guaranteed that a
surplus position will be reached or in what financial year this might take place. If
refurbished or new facilities are introduced in the next few years and the Trust continue as
operator, this will be the best opportunity to recover the position.

The Trust share a finance function with the council and the Council pays all Trust invoices
and is repaid via Trust income. If the Trust under achieve financially it will leave the
council exposed to increased cost. A range of mitigations have been put in place such as
strengthening monitoring and governance.

The addition of the CLAW and The Whitaker facilities to the RLT portfolio will require
capacity and expertise to transfer and manage. With the support of the council, the Trust
have taken on an additional post to manage the mergers.

FINANCE

The council currently supports CLAW through the provision of a grant of £50k per annum.
The grant was reduced from £60k to £50k in 2020/21 as part of the council’s Medium
Term Financial Strategy. The February 2021 MTFS is proposing to withdraw this funding
fully from April 2023. In addition, the council provides a financial management service to
CLAW free of charge. CLAW currently owes the council £202k. On re-opening of the
leisure centre, it will be necessary to profile the repayment of this debt over a period of 6
months or more.

In March 2020 the council approved capital funding of up to £110k for replacement of the
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boilers and air handling unit at Whitworth Leisure Centre. This report asks that the
balance of this allocation be used flexibly to focus on schemes that will help generate
more income and minimise losses. Any future investment will be subject to review and
considered in due course.

Covid 19 has had a significant impact on both the Trust and CLAW. The council provide
the finance function for both organisations, providing the day-to-day cash flow. Pre-Covid
both organisations repaid their debt to the council monthly. However, since the pandemic
this has not been the case. RLT and CLAW are repaying monthly an element of the debt.
Currently neither organisation has the funds to repay the council in full. Therefore, the
council is supporting both RLT and CLAW with the intention that post Covid they repay
the debt over an extended period. There is a risk that due to the ongoing impact of Covid,
neither the Trust or CLAW will be in a position to repay this debt for a number of years.
However, the economies of scale gained from the merger will help mitigate against this
risk for CLAW, but it may increase the overall risk to the Trust which is in a financially
vulnerable position.

The Government announced a £100m fund to support the not for profit leisure sector. In
December the council applied for the funding on behalf of the Trust. We are still awaiting
to hear whether we have been successful.

The Whitaker, prior to the refurbishment, has relied on some subsidies from the council by
all utilities being paid. These costs are due to transfer to The Whitaker in April 2021. The
council make an annual payment of £50k to The Whitaker in return for the management of
the council’s exhibits and art collection. This curatorial fee will reduce further to £30k from
April 2021 onwards. As previously stated the MTFS proposes the implementation of both
these proposals be pushed back until April 2022.

A loan from the council to The Whitaker of £80k has previously been approved. It is
estimated that £20k of this will be used for a lift as an addition to the scheme and the
remainder will be used for start-up costs.

Covid 19 has had a significant impact on the council’s leisure facilities. The Whitaker has
avoided a significant impact through closure for refurbishment. It is hoped that restrictions
will be lifted prior to the opening of the refurbished facility in June 2021, however we do
not know at this stage how visitor figures may be affected next some and future years.

LEGAL

The leases for the Whitworth Leisure Centre and The Riverside will be redrafted both in
terms of the length of lease and clauses within. It is proposed that a 25 year lease be
agreed with a break clause after 5 years and every subsequent 5 years. The Service
Level Agreement will be redrafted to ensure this remains relevant and to ascertain and
confirm what efficiencies are to be achieved through the merger with RLT, in line with the
approach outlined in this report.

The council approved a spend of up to £110k for the boiler and air handing unit only.
Council need to confirm that this amount can be used flexibly as stated in the report.

The current agreements with The Whitaker will require variation. It is understood that The
Whitaker Organisation CIC is looking to achieve charitable status and in the event of such
status being attained, it should be agreed in principle that the transfer to the charitable
organisation is not for the purposes of the legal agreements a breach to their terms and
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conditions and will be supported by the council.

If the council is desirous for the merger to take place it is in its gift to agree amendments
and variations with the agreement of The Whitaker to ensure all necessary leases and
legal agreements reflect the position of the parties and continues to protect this council
owned facility.

POLICY AND EQUALITIES IMPLICATIONS

Rossendale Leisure Trust is a trusted partner of the council and a key influencer in
improving the health and wellbeing of residents. It is considered that this proposal
provides the most cost effective option for sustaining our leisure facilities which provide
affordable leisure opportunities for all residents. There are no significant policy or
equalities implications.

CONCLUSIONS

This report explored the requests from CLAW and The Whitaker CIC to transition into a
closer working relationship with the Rossendale Leisure Trust. This will effectively mean
an amalgamation of these organisations for operational management purposes. The
council has worked with the Trust and taken steps to explore the options for the future
management of these leisure facilities and constructively challenged the proposals. The
focus of the approach is to establish a sustainable long-term vision for the borough’s
culture and leisure facilities.

However, even with this extensive mitigation, the Trust and other leisure facilities pose a
real financial risk to the council. The relationship with the Trust has allowed for a true
partnership response to the pandemic and a clear partnership vision for the future, but our
close links especially our shared finance function means that any negative financial
impact on the Trust could end up impacting the council.

This report sets out the known situation as it stands at this moment in time and estimates
as accurately as is possible the cost and implications of supporting facilities. There is no
risk free option for the council. Significant work has been undertaken to examine the
options for both minimising the impact of Covid on our leisure and cultural facilities and
planning for an effective and financially sustainable future. Options have been
considered. The proposed option utilising the Trust retains strong Rossendale interest,
passion and expertise in managing the facilities. In exploring the proposal the council has
sought and received reassurance that the Trust’'s proposals are sound, financially viable
and that any council support is proportionate and limits the council’s exposure to long-
term financial risk.

Both the council and the Trust must continue to monitor the operating environment for
leisure and cultural facilities throughout 2021 and 2022. As well as continuing to lobby
Government for additional meaningful financial support to cover the Trust’s Covid related
losses.

Background Papers

Document Place of Inspection

Appendix 1 - Rossendale Leisure Trust | Part Il - confidential
Detailed Proposal
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