
Warrington Borough Council

A meeting of the Council
will be held on 

Monday, 24 February 2020 
at the rising of the 

Extraordinary Meeting 
which starts at 6.35pm 

   in the       
Council Chamber 

Warrington Town Hall

Warrington Borough CouncilWarrington Borough Council

     Council Summons



Date: 14 February 2020 

Meeting of the Council  

Monday, 24 February 2020 at the rising of the Extraordinary Meeting  
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Agenda prepared by Sharon Parker, Democratic Services Services Manager (Statutory 
Scrutiny Officer) – Telephone: (01925) 442161, Email: szparker@warrington.gov.uk)  
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1. Apologies

2. The Minutes of the Council

To be moved by the Mayor and seconded by the Deputy Mayor:

That the Minutes of the meeting of the Council held on 16 December 2019 be
agreed as a correct record.

3. Correspondence from the previous meetings

3.1 31st December 2019 - Response from CFA to November Council Motion 

3.2 5th February 2020 - Letter to NW Leaders & Elected Mayors regarding lease 
holds 

4. Code of Conduct – Declarations of Interest

Relevant Authorities (Disclosable Pecuniary Interests) Regulations 2012

Members are reminded of their responsibility to declare any disclosable
pecuniary or non-pecuniary interest which they have in any item of business on
the agenda no later than when the item is reached.

The Head of Legal and Democratic Services and Monitoring Officer to the
Council or representatives in Democratic and Member Services are available

mailto:szparker@warrington.gov.uk


prior to the meeting to advise and/or to receive details of the interest and the 
item to which it relates.  

Declarations are a personal matter for each Member to decide.  Whilst officers 
will advise on the Code and its interpretation, the decision to declare, or not, is 
the responsibility of the Member based on the particular circumstances.  

5. To receive Reports from the Executive Board and the Council’s Committees

5.1 2020/21 Treasury Management Strategy 

Report of Audit and Corporate Governance Committee 

Proposed by Cllr C Fitzsimmons and seconded by Cllr C Froggatt 

5.2 2020/21 Medium Term Financial Plan, Revenue Budget And Capital 
Programme  

Report of  the Cabinet. 

i. Proposed by Cllr C Mitchell and seconded by Cllr C Fitzsimmons speak or
reserve the right to speak.

ii. Cllr C Mitchell will present on behalf of the Administration. (30 minutes).

iii. Question and Answers to Cllr Mitchell NB Contributions should be confined
strictly to questions and answers. (Proposal is for a 30 minute cap on this part).

iv. Debate – NB Even if someone has asked a question under iii) they can still
make a contribution to the debate in the usual way.

v. Cllr Marks on behalf of the Liberal Democrat Group. (10 Minutes)

vi. Councillor Mitchell right of reply

Please note the following regarding voting:  
The Local Authorities (Standing Orders) (England) (Amendment) Regulations 
2014 require a recorded vote to be undertaken on this  
item, to enable a record to be kept in the minutes of how each member has 
voted. 

6. Appointment of Adoption Champion – Cllr S Hall

Proposed by Cllr M Smith Seconded by Cllr R Knowles  .



7. Result of By Election – 6 February 2020

Report of the Returning Officer
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MEETING OF THE COUNCIL 

 
16 December 2019 

 
Present: Mayor (Councillor W Johnson)  
         
Councillors:  B Axcell, B Barr, R Bate, M Biggin, R Bowden, K Buckley, P Carey, J Carter, H 

Cooksey, M Creghan, J Davidson, L Dirir, G Fellows, C Fitzsimmons, J Flaherty,  D 
Friend, G Friend, C Froggatt, J Grime, J Guthrie, S Hall, S Harris, J Hart, T Higgins,  T 
Jennings, D Keane, J Kerr-Brown, A King, R Knowles, B Maher, I Marks, T McCarthy , 
M McLaughlin, C Mitchell, L Morgan, H Mundry, K Mundry P Nelson, S Parish, H 
Patel, , D Price, M Smith, P Walker, G Welborn, P Warburton, J Wheeler, T Williams 
and S Wright 

    
C 49 Apologies 
 
Councillors A Fradgley,  M Hannon, S Krizanac,  K Morris, M Tarr and P Wright.  
 
The following Councillors were noted as absent: A Hill and R Purnell 
 
C 50 Minutes of the Council 
 
Resolved, 
 
That the Minutes of the Council held on 04 November 2019 be signed by the Mayor as a correct 
record. 
 
C 51 Correspondence from the previous meeting 
 
Noted.  
 
C 52 Code of Conduct – Declarations of Interest 
 
Nil.   
 
C 53 The Mayor’s Announcements 
 
Noted.  
 
C 54 Leader’s Announcements 
 
Primary Engineer Launch 
A ‘Train the Teacher’ event was held at the Jubilee Hub in November for 20 local primary schools. 
This was the first stage of Primary Engineer, a national initiative to inspire and encourage school 
children into choosing the STEM subjects of Science, Technology, Engineering and Maths. Primary 
Engineer strongly believed that this intervention needed to be made at a young age, otherwise 
children drifted towards other subjects as they progressed through secondary school. 
 
Primary Engineer was especially welcome in Warrington, where Birchwood Park employs around 
6,000 people in high value activities, many of whom are in the nuclear sector. It was home to global, 
innovative firms such as Sellafield, Nuvia, Wood and Atkins. Cavendish Nuclear were keen to sponsor 
Primary Engineer which will train 30 schools during the 3 year pilot. This will help Warrington “grow” 
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the next generation of engineers, contributing to the 186,000 that Engineering UK (2017) believed 
were needed annually until 2024. 
 
Cineworld & The Botanist – Welcomed to Time Square  
Cineworld, the UK’s leading cinema chain, had officially launched its state-of-the-art 13-screen 
multiplex experience at Time Square, the new £142 million development in Warrington.  
 
The key leisure anchor for the mixed-use destination, Cineworld toasted the launch with an exclusive 
Gala evening, including a screening of Jumanji: The Next Level on the main-attraction Superscreen. 
The extra-wide Super screen delivered an immersive experience with vivid laser-projection visuals, 
and in a first for Cineworld, it was fitted with 32 Dolby Atmos speakers for multidimensional sound. 
The cinema also incorporated a Starbucks café and a dedicated Baskin Robbins ice cream counter.  
 
The Botanist’s 10,000 sq ft flagship landmark restaurant and bar concept at Time Square opened its 
doors in late November with a hugely successful Launch party. The restaurant was now open to the 
public and trading within the development. 
 
The wider development, delivered by Warrington & Co. on behalf of the Council would also include a 
continental European-style market hall with capacity for 13 kiosks and approximately 300 covers, as 
well as a 1,160-space carpark. Warrington Borough Council’s new 103,000 sq ft office and attractive 
new high-quality public realm are also in development. 
 
Business Improvement District (BID) 
The BID held its second AGM at the Gateway for over 50 local businesses. The communications 
strategy was now complete and the new website was live, with daily social media posts raising 
awareness of ongoing activity. “Warrington is Happening” was launched in time for Christmas, with a 
common message for different themes such as shopping, eating, socialising and working. The timing 
worked well with the opening of Time Square, especially Cineworld and the Botanist. 
 
The safety of the town centre had been a key focus leading up to the festive period, with continuing 
dialogue with the police and the Council’s CCTV coverage. Specific initiatives included the Street 
Pastor drop in centre on Bridge Street which was now open for night time visitors who may be in 
distress. Two mobile knife arches were bought by the BID and were being shared across local pubs 
and bars to ensure that Warrington never experiences the issues that other UK locations are 
suffering from. 
 
2020 would see a greater focus on cleaning the town centre, rather than just tidying. There would 
also be exploratory work on improving signage and navigation around the core, particularly for 
disabled visitors.  
 
Warrington West Station 
The first trains operated at Warrington West Station on Sunday, 15 December with the opening 
ceremony taking place on Monday, 16 December.  
 
The opening was timed to coincide with the national rail timetable change planned for that date. The 
station will be served by two trains per hour, one of which was an express service connecting to 
Liverpool, Manchester and Manchester Airport. Additionally trains would serve the station on 
Sundays, which would provide such services to west Warrington for the first time in many years. 
Now the station was open a reduction in service at the nearby Sankey for Penketh Station to provide 
rush hour services only has been introduced. The Council would be monitoring very closely usage 
levels at the station and working with Arriva Rail North on their marketing campaign to promote 
usage and to use this information to lobby the rail industry for increased levels of service both for 
Warrington West and Sankey for Penketh. 
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The station was a vital part of the Council’s Local Transport Plan 4, which was recommended for 
approval by Cabinet at its recent meeting and which is on the papers this evening for consideration. 
The station was intended to encourage much greater use of the train for journeys across Warrington 
and from Warrington to Liverpool and Manchester and further afield by train with the intention of 
reducing car trips on both the local road and motorway networks. 
For more information visit www.warrington.gov.uk/warringtonwest  
 
Former Leader Councillor Terry O’Neill 
More than 350 people attended Terry’s funeral on 22 November.  
 
The funeral celebrated Terry’s life and his total commitment to the town’s development and the 
wellbeing of people in our town.  
 
Terry’s family were very grateful for our kindness and support.  
 
The Leader reported on the two newly elected MPs pledge to work together which was positive. He 
further reported on the impact of social media during the election campaign and the level of abuse 
experienced. He hoped that moving forward there would be less personal attacks and physical 
violence that he had experienced personally.     
 
Cllr Barr endorsed all the Leader said and did not disagree with the high levels of abuse experienced.  
He further asked the Leader if he would be willing to answer questions that were not within his 
communications? 
 
Cllr Bowden stated that no questions were off limits at his Leaders Fora and he was happy to answer 
them. 
 
Cllr Walker asked a question about the possibility of monitoring more than one air quality points in 
Warrington? 
 
Cllr Guthrie stated that she would answer the question further down the agenda. 
    
C55 Fourth local Transport Plan (LTP) 
 
It was proposed by Cllr H Mundry and seconded by Cllr J Guthrie 
 
And it was resolved that Council: 
(i) Noted the feedback from the public and stakeholders as set out in this report and the LTP4 

Consultation Report (Part C Appendix F)  

(ii) Adopted Local Transport Plan 4 (LTP4) as part of the Policy Framework for the Council.  

 
C56 Statement of Licensing Policy 
 
It was proposed by Cllr P Nelson and seconded by Cllr L Morgan 
 
And it was resolved that Council: 

(i) Note the feedback from the public and stakeholders as set out in this report and the LTP4 
Consultation Report (Part C Appendix F)  

(ii) Adopt Local Transport Plan 4 (LTP4) as part of the Policy Framework for the Council.  
 

C57 Proposed Constitutional Amendments  
 
It was proposed by Cllr C Fitzsimmons and seconded by Cllr P Carey 
 

http://www.warrington.gov.uk/warringtonwest
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And it was resolved: 
(i) That the proposed amendments to the Constitution as outlined in the above report and in 

Appendices A to E be approved by Council; 
(ii) That delegated authority to make consequential amendments to the Constitution arising 

from the Senior Management restructure be granted to the Monitoring Officer in 
consultation with the Chair of the Audit and Corporate Governance Committee. 

 
C58 Questions received from Members of the Public 
 
There were no questions received from members of the public.  
 
C59 Questions received from Members of the Council  
 
Question 1 Cllr I Marks to Cllr J Guthrie  
 
The head of the NHS, Simon Stevens, has recently declared an ‘air pollution’ emergency after a 
recent study by King’s College London has revealed that days of high pollution trigger extra cardiac 
arrest, extra stroke admissions and extra hospitalisations for asthma.  Previous studies have shown 
that the long-term effects of air pollution can cause up to 36,000 deaths a year.  Many of these will 
be Warrington residents. 
 
Is the Council collecting data that will enable us to monitor the impact on health of air pollution in 
the town? 
 
Cllr Guthrie stated that she was grateful that Simon Stevens, Head of the NHS, had drawn attention 
to the urgent need to tackle air pollution, as a significant determinant of poor health. As with climate 
change, it was incumbent on all to make reasonable adjustments to everyone’s modern lifestyles to 
reduce emissions and to promote a cleaner, more sustainable environment.  
 
It was stated that the Council has a targeted air quality monitoring programme in over 30 locations, 
including a site which formed part of the national monitoring network.  
 
It was outlined that the Council’s monitoring sites provided information to monitor trends in 
pollution levels. The data was used to provide forecasts and to warn of high pollution episodes as 
part of the UK Air Information Resource. A Joint Strategic Needs Assessment had also been produced 
with colleagues in Public Health; which included air quality. An air quality management plan had 
been produced and regular reports were submitted on air quality to the Government.  
 
Cllr Guthrie stated that the Council had asked about further monitoring. A recent report in Air 
Quality News stated that in the US, 4 weeks after reducing air pollution air pollution at its source, 
asthma hospitalisations fell by more than 406, and death rates decreased by 166 according to 
research published in the American Journal. This article reflected an industrial output from fossil fuel 
emissions. It was stated that in Warrington the last coal fired power station was due to close in May, 
but sadly ICE vehicles continued to increase. She stated that one could argue that electric vehicles 
were the solution to the quandary, but some question their environmental credentials. With much of 
the world’s electricity still produced from fossil fuels, the criticism goes that electric vehicles may be 
responsible for more carbon emissions over their lifetime than ICE vehicles.  
 
It was stated that the assumptions underlying these claims were questionable, but even if true this 
line of argument misses the key point. The car people choose to buy today directly influences the 
future of our energy system. Choosing a combustion powered vehicle and we lock in fossil fuel use, 
choose an electric vehicle and we support the shift to a zero carbon society.  
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Cllr Guthrie went on to say that while two thirds of the world electricity was generated from fossil 
fuels this proportion was decreasing rapidly. Cllr Guthrie finished asking all Councillors to pledge how 
individually they would make a difference. Air Quality was in everyone’s hands. One of the ways to 
pledge was around air travel, let’s hope Santa has a renewable energy sleigh for his on his long 
journeys.   
 
Question 2 Cllr R Bate to Cllr Guthrie 
 
Given the Council’s decision not to submit evidence to the appeal to defend their refusal to grant 
planning permission to the Stobart Group, for their first Appleton application to build a new 
warehouse, how does the Council justify the decision to field a barrister for the three day inquiry as 
good use of public money? 
 
Cllr Guthrie responded that notwithstanding the Council’s decision not to defend the refusal of 
permission because the Local Planning Authority was the decision maker, there was a requirement 
for the Council to be involved in the inquiry process.  The Inspector’s  pre-inquiry note to the Council 
specifically requested that the Council should clearly set out its position in opening and/ or closing 
statements that the Inspector could then use as the basis for the summary of the Council’s case to 
be included within his report to the Secretary of State.   
 
It was stated that it was usual that such statements were undertaken by a barrister at a public 
inquiry and for all parties to have this level of legal representation. The cost of maintaining an in-
house resource for such representation would not be as cost effective as employing junior Counsel 
at a fixed fee as was done here.  The barristers represented the Council through the quasi-judicial 
process and defended the Council’s interests, which would have included against any costs claims 
should there have been.  
 
As a supplementary Cllr Bate asked that the public were disappointed with this position. 
  
Cllr Guthrie responded that the Council had stated its position. 
    
Question 3 Cllr I Marks to Cllr C Mitchell  
 
There is some understanding in the town of the need for the Council to be innovative in finding ways 
to generate income to compensate for the loss of Government support so that important public 
services can continue to be provided. 
However, there is widespread concern about the nature of some of the investments being made.  
What more can the Council do reassure the public that it is behaving in a responsible way by greater 
transparency and detail about the investments being undertaken? 
 
Cllr Mitchell outlined the many services that the Council provided some of which were not always 
visible e.g. mental health, looked after children and caring for the vulnerable.  The amount of income 
that was received had been reducing since 2010 and was not enough. The Council therefore had to 
look at other ways to pay for day to day services. 
 
In order to do this the she outlined the due diligence process that that Council had to undertake, 
highlighting that they had been asked to joint author a best practice guide, alongside CIPFA, on how 
to carry out property acquisitions.   
 
It was stated that all investment proposals go through a very thorough challenge process, including 
using external specialists when required.  The Council’s Treasury Management Board also considers 
the types of the investments, and has a watching brief on our investments too.   It is off course 
sometimes difficult to provide full public transparency on all of our investments due to commercial 
confidentiality.  
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Cllr Mitchell went on to say that, however, it was at the February Council meeting where the Council 
agreed its Budget, it’s Capital Strategy and sets out it’s Treasury and Investment Strategy too.  Any 
variations to these plans and strategies were reported back to the Audit & Corporate Governance 
Committee, full Council and Cabinet as appropriate. 
 
Question 4 – Cllr R Bate to Cllr Guthrie 
Building low carbon homes is significantly cheaper than retrofitting and lower energy bills more than 
offset the higher capital cost. There are also major public health advantages. 
 
In light of the climate emergency declared by Parliament and this council, as well as the new legally 
binding national targets for zero CO2 emissions, will the Council support a request to require all new 
housing in the Borough to be low-carbon, energy and water efficient, and climate resilient?  
 
Cllr Guthrie responded that there were policies in both the adopted Local Plan Core Strategy and 
emerging Draft Local Plan regarding energy efficiency and minimising the impacts of climate change.  
In terms of energy performance, since the implementation of amendments to the planning and 
energy act 2008 in the deregulation bill 2015, local planning authorities can no longer set and apply 
policies for residential development in their Local Plans which required compliance with energy 
performance standards that exceeded the energy requirements of Building Regulations. However, 
they can still require new housing development to connect to low carbon infrastructure such as 
direct heating networks.  
 
The government has recently launched the first stage of a two part consultation on changes to the 
building regulations. This included options to increase energy efficiency requirements for new homes 
from 2020 and set out the ‘Future Homes Standard’ from 2025, which required more efficient 
building enveloped and a reduced reliance on fossil fuels. 
 
It was noted that Warrington’s Local Housing Company, Incrementum, was looking to construct new 
housing in compliance with the objectives of the proposed Future Home Standard. In this regard, it 
was exploring the use of district heating systems using ground source heat pumps and solar panels, 
and is adopting modern methods of housing construction that have very high levels of thermal and 
acoustic retention.  
 
Cllr Guthrie stated that at a recent conferment it was stated that new homes should have power 
points for electric cars, heat source pumps, and no gas. She went on to state that at the Paris 
agreement in 2018, it was stated that domestic gas appliances would be fazed out by 2025, but there 
was no evidence this is happening. There was an opportunity under the future homes standard for 
this to happen.  
 
Cllr Guthrie went on to say that they had just adopted the LTP4 and part of the strategy was to deal 
with Air Quality of noise. One of the key aims was to reduce private car usage in the Borough.  
 
C60 Motions 
 
There were no motions received. 
 
C61 Dispensation for non attendance at Meetings and allocation of Committee Places 
 
It was proposed by the Leader and seconded by the Deputy Leader 
 
And Council  resolved to agree: 
 
(1) To the request from Councillor P Wright for an extension of office beyond the six month period 

of non-attendance on the basis of extenuating personal circumstances (ill health). 
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(2) The following appointments be made: 
 

• Supporting the Local Economy Policy Committee – Cllr D Friend 
 

• Development Management Committee – Cllr S Parish 
 

Outside Body Appointments 
 

• Cheshire Fire –Cllr  L Morgan 
 

• Cllr C Mitchell - Warrington 2000+ and Wire Regeneration 
 

 
 

 
Signed…………………………… 

 
Dated……………………………. 





  

 

  
 
 
 
 
 
 
 
 
 
Cllr R Bowden 
Leader’s Office 
West Annexe 
Town Hall 
Warrington 
WA1 1UH 
 
Dear Cllr Bowden, 
 
Re: Warrington Borough Council- Council Motion - 4th November 2019, 
Fighting Fire in our Borough 
 
I am writing to you in response to your letter dated 5th November 2019 to the 
Chair of Cheshire Fire Authority Cllr Bob Rudd, which included 
recommendations addressed to the Fire Authority from, your Council 
concerned with two issues: the 10 minute response standard; and, climate 
change.   
 
I also cover some other issues at the end of this letter. 
 
The recommendations were considered by the Fire Authority at its meeting on 
10th December 2019.  You can access the reports that were dealt with at the 
meeting using the following links:  
 
10 Minute Response Standard Report 
Appendix 10 Minute Response Standard Report 
 
Climate Change Report 
Appendix 1 Climate Change Report 
Appendix 2 Climate Change Report 
 
10 Minute Response Standard 
 
The standard was introduced in 2013, replacing a more complex and 
significantly worse standard.  No national standard exists.  The standard 
focuses on life risk, rather than damage to buildings.  It refers to dwelling fires 
and road traffic collisions as these are the incidents that involve the greatest 
life risk.  
 
 

 
 
 
 

Our Ref: MC/CW 

Your Ref:  

Contact: CFO M Cashin 

Tel No: 01606 868812 

Date: 31 December 2019 

Email: mark.cashin@cheshirefire.gov.uk 
   

 
 
 
  

 

 

https://authority.cheshirefire.gov.uk/documents/s6623/Item%2011%20-%20Recommendations%20from%20Constituent%20Authorities%20Concerned%20with%2010%20Minute%20Response%20Standard.pdf
https://authority.cheshirefire.gov.uk/documents/s6632/Item%2011%20-Appendix%201%20-%20Notices%20of%20Motion.pdf
https://authority.cheshirefire.gov.uk/documents/s6625/Item%2012%20-%20Recommendations%20from%20Constituent%20Authorities%20Concerned%20with%20Climate%20Change%20-%20DONE.pdf
https://authority.cheshirefire.gov.uk/documents/s6626/Item%2012%20-Appendix%201%20-%20Climate%20Emergency%20Report.pdf
https://authority.cheshirefire.gov.uk/documents/s6627/Item%2012%20-Appendix%202%20-%20Environment%20Bill%20Policy%20Statement.pdf


However, as the report points out, the fact that the Service is resourced to 
respond to life risk at dwelling fires (and at road traffic collisions) means that it 
will respond to fires in all buildings where there is a life risk and to all types of 
incidents where there is life risk, in just the same way that it responds to a 
dwelling fire or road traffic collision.    
 
Members of the Fire Authority already receive reports about performance on 
call-handling and response times.  Members were reminded that Her 
Majesty’s Inspectorate of Constabulary and Fire & Rescue Services 
(HMICFRS) rated the Service as being Good at ‘Responding to fire and other 
emergencies’.  They were also informed that HMICFRS is concerned that fire 
and rescue services have such different standards which has made it difficult 
for it to make worthwhile comparisons.  The State of Fire report due to be 
published by HMICFRS in 2020 is likely to press the Government to either 
provide guidance on this or mandate a change. 
 
The Fire Authority did not decide to alter the response standard at this time, 
nor did it wish to change the way that performance is reported.  However, it 
acknowledged that there was every likelihood that the issue would need to be 
returned to after the State of Fire report and any requirements of Government 
were released. 
 
Climate Change 
 
As the issue of climate change was already being considered by the Service 
the recommendations from your Council were timely.  Members agreed to 
form a working group to consider climate change and the Fire Authority 
already has a committee that oversees the design and build of fire stations.  
The committee will receive a report concerned with the environmental 
standards that can be applied to new buildings during 2020 before the Fire 
Authority decides upon the project to renovate/replace Crewe Fire Station.   
Given that a great deal is expected to change in a relatively short time, the 
Authority will undoubtedly need to consider climate change regularly in future 
in order to keep up with the pace of developments.  It will be helpful for it to 
continue a dialogue with its public sector partners. 
 
Funding 
 
This Authority, like other fire and rescue authorities, has previously written to 
the Government in an attempt to secure improved funding.  It is, therefore, 
grateful to your council for writing to the Minister.  Unfortunately, the 
Authority’s efforts have previously been fruitless with the Government citing 
the fact that the Authority held significant reserves.  This is a rather short-
sighted view for two reasons: firstly, the Authority no longer receives any 
capital grant (this stopped in 2014) which means that it must fund its ongoing 
capital expenditure, e.g. for replacement fire appliances and other operational 
equipment, which requires circa £1.5m per annum; and secondly, it ignores 
the fact that the Authority has an ambitious and essential programme of 
longer-term capital projects that are to be delivered over the course of the 
next five years.   



  

 

 
 
 
For example, it is part-way through the construction of a training centre in 
Winsford (£11m) and fire station in Chester (£5.7m); it is committed to 
replacing the fire station in Crewe (circa £6m) and modernising its existing fire 
station and housing stock (circa £10m anticipated).   
 
The capital programme is largely being funded from reserves.  If the Fire 
Authority had not built up reserves the essential works contained in the capital 
programme would have had a very significant impact upon the Authority’s 
revenue budget: each £1m borrowed will require around £100k to service the 
debt.  After taking into account the capital programme’s earmarked reserves 
the general reserve position represents around 5% of the overall budget 
which I believe is comparable to a number of public sector bodies. 
 
What Cheshire Fire and Rescue Does 
 
I am no longer surprised when people say to me ‘I didn’t know the fire service 
did that’.  I tend to find that people have a very narrow view and poor 
understanding of what Cheshire Fire and Rescue Service is about: it does so 
much more than putting fires out.  To this end I wonder whether it would be 
helpful for one of the senior officers to come to talk to a broad group of 
politicians (and officers if you see fit) from your Council.  This would allow a 
discussion about some of the issues covered in this letter as well as 
developing an understanding of the diverse work that is carried out by the 
Service. 
 
I hope that this response is helpful and that we can continue our dialogue 
about the issues that have been raised. 
 
 
 
 
 

 
 
 
Mark Cashin  
Chief Fire Officer and Chief Executive 
 
 
 
 
 
 







• There are no signs of any Government proposals for leasehold reform, leaving the victims to

continue suffering the impact of extortionate leasehold, ground rent and estate

management arrangements.

This Council reaffirms its commitment to support local residents affected by the leasehold 

scandal and the terms of the previous motion. It further agrees that: 

• Collective action is now required to drive the Government towards ending leasehold practice

and to make redress for past victims.

• The Leader should write to all Leaders and Elected Mayors in the North West to seek support

for an agreed regional position on leaseholds in partnership with the National Leasehold

Campaign.

We should ensure that developers are aware of our stance and refuse to work in partnership 

with those that continue to sell new-build properties on a leasehold basis." 

We now intend to meet with all housebuilders and developers that are active in our borough, 

where we shall be informing the housing companies of the Council's resolutions, and seeking their 

commitment to both abandoning the practice of leasehold sales and, where feasible, providing 

restitution to affected homeowners. 

An example of potential action is to explore whether the Consumer Protection from Unfair Trading 

Regulations 2008, or other related consumer protection laws, can be brought to bear on those 

companies that have wilfully mis-sold properties. The objective will be to ensure that affected 

tenants are offered the freehold ownership of their properties on reasonable terms, or are 

otherwise offered mortgageable alternatives to doubling ground rents and excessive management 

fees. 

Such actions, however, are far more effective when brought forward by a broad alliance. I am, 

therefore, seeking to establish whether there is an appetite amongst neighbouring local 

authorities to share resources, to support affected tenants and where necessary to explore and 

coordinate possible actions against offending housebuilders. 

I look forward to hearing from you. 

Yours sincerely 

Councillor Russ Bowden 

Leader, Warrington Borough Council 

(Email: cllrruss.bowden@warrington.gov.uk) 

Warrington.gov.uk 

cc.  NW Councils Chief Executives
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WARRINGTON BOROUGH COUNCIL  
 
COUNCIL  
24 February 2020  
 
Report of       Lynton Green, Director of Corporate Services (Section 151 

Officer)/Deputy Chief Executive  
Report Author  Danny Mather, Head of Corporate Finance  
Contact Details Email Address: 

dzmather@warrington.gov.uk 
Telephone: 
01925 442344      

Ward Members: 
 

All 

TITLE OF REPORT: 2020/21 TREASURY MANAGEMENT STRATEGY  
 
1. PURPOSE OF THE REPORT 
 
1.1 This report sets out the Council’s proposed Treasury Management Strategy for 2020/21. 

The report was reported to the Audit and Corporate Governance Committee on 6 February 
2020 and scrutinised by them.  It is now presented to Council for approval.  
 

2. BACKGROUND 
 
2.1 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 activities is 
to ensure that cash flow is adequately planned, with sufficient cash being available when it 
is required to meet payment obligations.  Surplus monies are invested, in reliance upon the 
statutory investment power, in counterparties or instruments approved by the Council as 
being commensurate with their risk appetite, with a view to ensuring that adequate 
liquidity takes precedence over investment return.  
 

2.2 Treasury Management activity also incorporates financing the Council’s capital expenditure 
that flows from its approved capital spending plans, whether through the use of available 
resources, or through external borrowing.   This element of activity seeks to balance 
aggregate borrowing needs over the longer term with planned movements in the Council’s 
Capital Financing Requirement through arranging long and short term borrowing within a 
balanced risk portfolio approach.    It may also be appropriate for certain loans taken out 
to be restructured in the future where variations in interest rate levels cause this to 
represent an appropriate risk balancing measure. 

 
    2.3      The contribution the treasury management function makes to the authority is critical, as     

balancing the debt and investment operation ensures liquidity and 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 balance of the interest costs of debt and the 
investment income arising from cash deposits affecting the available budget.  Since cash 
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balances generally result from reserves and balance, 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. 

 
2.4 Whilst any commercial initiatives or loans to third parties may impact on the treasury  

management function, these activities are referred to by CIPFA as “non-treasury 
management activities”  and thereby considered separately from the more normal form of 
day to day treasury management activities. 
 

2.5 CIPFA defines treasury management as:  
 

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

 
2.6 Revised reporting is recommended for the 2020/21 reporting cycle following revisions by 

the Ministry for Housing, Communities and Local Government (MHCLG) to the Investment 
Guidance, the MHCLG Minimum Revenue Provision (MRP) Guidance, the CIPFA Prudential 
Code and CIPFA Treasury Management Code.  The primary reporting changes 
recommended include the inclusion within the Prudential Code of a capital strategy, to 
provide a longer-term focus to the capital plans, and enhanced reporting requirements 
surrounding any commercial activity undertaken under the Localism Act 2011.  The capital 
strategy is reported to the Council separately. 
   

2.7 The Treasury Management Strategy is drawn from the Council’s Treasury Policy Statement 
and covers investments, borrowing, the outlook for interest rates, the management of 
associated risks, prudential indicators and the policy to be adopted on the Minimum 
Revenue Provision (MRP).  

 
2.8 The Council’s 2020/21 Treasury Management Strategy is attached at Appendix 1.  Whilst 

endeavours are made to limit the technical content of the Strategy, it is by its nature 
necessary to include technical aspects.  Additional explanations are therefore contained 
within the glossary of terms in Annexe A with a view to helping Members’ understanding 
of certain technical terms contained in the Strategy.   

 
3 CONFIDENTIAL OR EXEMPT 

 
 Not confidential. 
 
4 FINANCIAL CONSIDERATIONS  

 
N/A 
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5. RISK ASSESSMENT 
 
5.1 The Council would be putting its financial standing at risk, as well as failing to meet the 

requirements of the Local Government Act 2003, should it not comply with the main thrust 
of recommended approaches. 

 
5.2 The Treasury Management Strategy and Prudential and Treasury Indicators reflect various 

assumptions of future interest rate movements and Government support for capital 
expenditure. These will be continually monitored and any necessary amendments will be 
made in accordance with the Strategy. 

6. EQUALITY AND DIVERSITY/EQUALITY IMPACT ASSESSMENT  
 
6.1 The Finance Service undertakes an Equality Impact Assessment (EIA) in its wider functions. 

Service changes that emerge from proposals contained in the treasury management 
strategy are subject to EI Assessments. 

7. CONSULTATION 

Not applicable. 

8. REASONS FOR RECOMMENDATIONS 

8.1 To ensure the Council’s Treasury Management Strategy reflects the manner in which it has 
had regard to the revised 2017 CIPFA Treasury Management Code of Practice and MHCLG 
Investment Guidance. 

9. RECOMMENDATIONS 

9.1 Council approves the 2020/21 Treasury Management Strategy. 

110.  BACKGROUND PAPER 

10.1 Treasury Management working papers. 
 
Contacts for Background Papers: 

Name E-mail Telephone 
Danny Mather 
Head of Corporate Finance  

dzmather@warrington.gov.uk 01925 
442344 

    
 

mailto:dzmather@warrington.gov.uk


Agenda Item 5.1 

  

APPENDIX 1 
2020/21 COUNCIL’S TREASURY MANAGEMENT STRATEGY 
 
1. INTRODUCTION 

 
1.1 The Local Government Act 2003 (the Act) and supporting regulations requires the Council 

to ‘have regard to’ the Chartered Institute of Public Finance and Accountancy’s (CIPFA) 
Prudential Code (for “affordability” purposes) and the CIPFA Treasury Management Code 
of Practice where it is setting set prudential indicators for the next three years to ensure 
that its capital investment plans are affordable, prudent and sustainable. 
 

1.2 The Council is recommended therefore to set out its Treasury Management Strategy and 
an Annual Investment Strategy (as recommended by Investment Guidance).  This sets out 
the Council’s policies for managing its investments and for giving priority to the security 
and liquidity of those investments. 

 
1.3 Each of these Strategies has had regard to the Ministry for Housing, Communities and Local 

Government (MHCLG) Guidance on Local Government Investments (“the Guidance”), the 
latest form of which became operative from 1 April 2018.   

 
1.4 The combined Strategy also includes the Council’s 2020/21 Minimum Revenue Provision 

Strategy, which is compiled after having regard to Guidance issued under S.21 (1)(A).   
 
1.5 The CIPFA Code of Practice on Treasury Management (revised in December 2017) has been 

adopted by the Council.    The Investment Guidance has been amended and is detailed in 
section 9 of this report.     

 
1.6 The  primary recommendations of the  Treasury Management Code are as follows: 

 
(i) Creation and maintenance of a Treasury Management Policy Statement, which set 

out the policies and objectives of the Council’s treasury management activities. 
 
(ii) Creation and maintenance of Treasury Management Practices, which set out the 

manner in which the Council will seek to achieve those policies and objectives: 
 

• Reporting Requirements – the Council is recommended to receive and approve, as 
a minimum, three associated reports each year, which should incorporate 
appropriate Policies, together with estimates and actuals of associated activities. 
 
• Prudential and Treasury Indicators and Treasury Strategy – the first, and 

most important report covers: 
 
1. The capital plans (including prudential indictors); 

 
2. A Minimum Revenue Provision (MRP) Policy (how residual capital 

expenditure is charged to revenue over time); 
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3. The Treasury Management Strategy (how the investments and borrowings 
are to be organised) including treasury indicators; and 
 

4. An Investment Strategy (the parameters on how investments are to be 
managed). 
 

• A mid-year treasury management report – this will update members with the 
progress of treasury management activity, amending prudential indicators as 
necessary, and whether any policies require revision.  In addition, the Council 
will receive quarterly update reports. 
 

• An annual treasury report – this provides details of a selection of actual 
prudential and treasury indicators and treasury operations compared with the 
estimates previously included within the strategy. 

 
(iii) Delegation by the Council of responsibilities for implementing and monitoring 

treasury management policies and practices and for the execution and 
administration of treasury management decisions. 

 
(iv) Delegation by the Council of the role of scrutiny of the Treasury Management 

Strategy and policies to a specific named body.  For this Council, the delegated body 
is the Audit and Corporate Governance Committee. 

 
1.7 The CIPFA revised 2017 Prudential and Treasury Management Codes recommend that all 

local authorities prepare a Capital Strategy, to include provide the following: 
 
• A high-level overview of how capital expenditure, capital financing and treasury 

management activity contributes to the provision of services 
 

• An overview of how the associated risks are managed 

 

• The implications for future financial sustainability 
 

The aim of this Capital Strategy is to ensure that all elected members of the Council fully 
understand the Council’s overall long-term policy objectives arising from its Capital 
Strategy requirements, Governance procedures and risk appetite.  
 

1.8 The Council has completed a Capital Strategy for 2020/21 which is due to be approved at 
Council on 24th February 2020.  
 

1.9 The suggested Strategy for 2020/21 in respect of the following aspects of the Treasury 
Management function is based upon the views of treasury officers regarding interest rates, 
supplemented with leading market forecasts provided by the Council’s treasury advisor 
(Link Asset Services). The Strategy covers two main areas: 
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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 arising from activities of the Council 
• Prospects for interest rates 
• The borrowing strategy 
• Policy on borrowing in advance of need 
• Debt rescheduling opportunities 
• The investment strategy 
• Creditworthiness policy 
• Policy on use of external service providers 
• Future developments.  

These elements cover the requirements and recommendations of the Local Government 
Act 2003, the CIPFA Prudential Code, the MHCLG MRP Guidance, the CIPFA Treasury 
Management Code and the MHCLG Investment Guidance. 

 
1.10 In particular, Section 32 of the Local Government Finance Act 1992 requires the Chief 

Finance Officer of the Authority to calculate and report upon its budget requirement for 
each financial year, and the adequacy of proposed financial reserves, to include the 
revenue costs which flow from capital financing decisions.   
 

1.11 Section 3 of the Local Government Act 2003 requires that regard must be had to the 
Prudential Code in order to determine an Affordable Borrowing Limit, with the aim of 
determining and keeping under review how much money an authority can afford to 
borrow. 

 

1.12 In general, this aims to limit increases in revenue expenditure arising from new capital 
expenditure where these represent: 
 
• Increases in interest and debt liability charges (MRP) arising from new capital 

expenditure, or 
 

• Any increases in running costs arising from new capital projects  

 

are restricted to a level, which is affordable within the projected income of the Council 
for the foreseeable future. 

 
1.13 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.  Both internal 
and external training courses are regularly provided to Members. 
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2. TREASURY LIMITS FOR 2020/21 
 
2.1 It is a statutory duty, under Section 3 of the Local Government Act 2003 and supporting 

regulations, for the Council to determine and keep under review how much it can afford to 
borrow. The amount so determined is termed the ‘Affordable Borrowing Limit’. In England 
and Wales the Authorised Limit arising under the Prudential Code represents the legislative 
limit specified in the Act. 

 
2.2 The Council must have regard to the Prudential Code when setting its Affordable Borrowing 

Limit (ABL).  This essentially requires it to ensure that total capital investment remains 
within sustainable limits and in particular, that the impact upon its future council tax and 
council rent levels is ‘acceptable’.  

 
2.3 Whilst termed an “Affordable Borrowing Limit”, its extent represents mainly the Council’s 

underlying capital debt liability, whether or not this is fully financed from external 
borrowing at any moment in time (e.g. the Council may on occasion use its own resources 
to finance new capital debt liability, rather than investing the monies externally).  This 
underlying capital debt liability may also include any “credit arrangements” entered into 
by the Council, such as arise from leases.   The ABL is determined at least annually, on a 
rolling basis, for the forthcoming financial year and two successive financial years.  

 
2.4 Prudential and Treasury Indicators identified at Annexe 2 are relevant for the purposes of 

setting an integrated Treasury Management Strategy. 
 
2.5 The Council is also recommended to indicate whether it has adopted the Chartered 

Institute of Public Finance and Accountancy’s (CIPFA) Code of Practice on Treasury 
Management in Local Authorities (the Treasury Management Code). The original Treasury 
Management Code was adopted in 2004 at a full meeting of the Council, and the 2009 
revised Treasury Management Code was adopted at a full meeting of the Council on 1 
March 2010.   The latest Amendments to the Code amended in 2017 are set out in section 
9 of this report.  Subject to any amendments by the Committee it will be forwarded to the 
Council for approval at its meeting of 24th February 2020. 
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3. CURRENT PORTFOLIO POSITION 
 
3.1 The Council’s treasury portfolio position as at 31st December 2019 comprised of:  

 

Current Portfolio Position Principal  
£m 

Total  
£m 

Average  
Interest  
Rate % 

Fixed Rate Funding       
- Public Works Loans Board 815.732   2.267 
- Money Market 178.512   2.542 
- Temporary Borrowing 170.210 1,164.455 1.015 
Variable Rate Funding       
- Public Works Loans Board       
- Money Market 150.000 150.000 0.871 
TOTAL BORROWING   1,314.455 2.190 
Council Investments       
- Externally Managed (20.577)   4.723 
- Internally Managed (14.049)   1.843 
- Call Accounts (228.864) (263.490) 0.364 
TOTAL INVESTMENTS   (263.490) 1.628 
NET BORROWING   1,050.965   
Non-Treasury Investments        
- Group Entities (310.600)     
- Loans to Housing Assoc. & Commercial (137.727)     
- Investment Properties (257.008) (705.336)   
NET BORROWING (less Non-Treasury)   345.629   

 
BORROWING REQUIREMENT 
 

3.2 The capital expenditure plans 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, and organisation of appropriate borrowing 
facilities.  The Strategy covers the relevant treasury/prudential indicators, the current and 
projected debt positions and the annual Investment Strategy.  The Council’s capital 
expenditure plans are the key driver of treasury management activity.   
 

3.3 The output of the capital expenditure plans is reflected in prudential indicators, which are 
designed to assist member’s overview and confirm capital expenditure plans. 

  



Agenda Item 5.1 

  

3.4 The table below sets out the Council’s future borrowing requirement (current and previous 
year are shown for comparison) based on current commitments and plans.   

Please note: Leases estimated at £9m added to 2020/21 capital programme and funded via revenue as previous 
years, change due to IFRS16 accounting requirement.   

 
4.  PROSPECTS FOR INTEREST RATES 

 
4.1 The Council has appointed Link Asset Services as its treasury advisor and part of their 

service is to assist the Council to formulate a view on interest rates.   
 

4.2 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 no solely, the treasury advisers. 
 

4.3 The Council recognises that there is value in employing external providers of treasury 
management services in order to acquire access to specialist skills and resources.  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. 

 
4.4 The Bank Rate is forecast to remain steady or increase only slowly over the next few years 

to reach 1.00% by quarter 1 2023.  Bank Rate forecasts for financial year ends (March) are:  
 

• Q1 2021  0.75% 
• Q1 2022  1.00% 
• Q1 2023  1.00% 

 
The overall balance of risk to economic growth in the UK is probably neutral.  The balance 
of risk to increases in Bank Rate and shorter term PWLB rates, is probably also even, being 
mainly dependent on how strong GDP growth turns out, how slowly inflation pressures 
subside, and how the Brexit Transition arrangements progress.   

  

2018/19 
Actual 

£m 

2019/20 
Estimate  

£m 

 
Capital Expenditure 

2020/21 
Estimate 

£m 

2021/22 
Estimate 

£m 

2022/23 
Estimate 

£m 

TOTAL  
3 Years 

£m 
230.686 519.822 Capital Expenditure 965.863 249.129 85.058 1300.050 

  Financed By:     

21.762 19.408 Capital Grants & Reserves 16.051 0.112 0 16.163 

4.488 4.295 Capital Receipts  4.459 4.025 4.563 13.047 

0.744 0.298 Council Revenue Funding 9.002 0 0 9.002 

8.858 11.351 External Funding 13.309 5.209 4.250 22.768 

194.834 484.470 Financing need for year 923.042 239.783 76.245 1239.070 
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Link Asset Services’ interest rate forecast  
 
The following table gives their view: 
  

 Bank 
Rate 

PWLB Borrowing Rates 

  5 year 10 year 25 year 50 year 
Mar-20 0.75% 2.40% 2.70% 3.30% 3.20% 
Jun-20 0.75% 2.40% 2.70% 3.40% 3.30% 
Sep-20 0.75% 2.50% 2.70% 3.40% 3.30% 
Dec-20 0.75% 2.50% 2.80% 3.50% 3.40% 
Mar-21 1.00% 2.60% 2.90% 3.60% 3.50% 
Jun-21 1.00% 2.70% 3.00% 3.70% 3.60% 
Sep-21 1.00% 2.80% 3.10% 3.70% 3.60% 
Dec-21 1.00% 2.90% 3.20% 3.80% 3.70% 
Mar-22 1.00% 2.90% 3.20% 3.90% 3.80% 
Jun-22 1.25% 3.00% 3.30% 4.00% 3.90% 
Sep-22 1.25% 3.10% 3.30% 4.00% 3.90% 
Dec-22 1.25% 3.20% 3.40% 4.10% 4.00% 
Mar-23 1.25% 3.20% 3.50% 4.10% 4.00% 

 
4.5 The above forecasts have been based on confirmation of the Brexit Withdrawal Agreement, 

including agreement of satisfactory ongoing terms of trade between the UK and EU.  The 
result of the general election has removed much uncertainty around this major 
assumption.  However, it does not remove uncertainty around whether agreement can be 
reached with the EU on a trade deal within the short time to December 2020, as the Prime 
Minister has pledged. 
 

4.6 The Monetary Policy Committee (MPC) has left Bank Rate unchanged at 0.75% so far in 
2019 due to the ongoing uncertainty over the effects of Brexit and the outcome of the 
general election.  In its meeting on 7 November, the MPC became more dovish due to 
increased concerns over the outlook for the domestic economy if Brexit uncertainties were 
to become more entrenched, and for weak global economic growth.  If those uncertainties 
were to materialise, then the MPC were likely to cut Bank Rate.  However, if they were both 
to dissipate, then rates would need to rise at a “gradual pace and to a limited extent”.  
Brexit uncertainty has had a dampening effect on the UK GDP growth in 2019, especially 
around mid-year.  There is still some residual risk that the MPC could cut Bank Rate as the 
UK economy is still likely to only grow weakly in 2020 due to continuing uncertainty over 
whether there could effectively be a no deal Brexit in December 2020 if agreement on a 
trade deal is not reached with the EU.  Until that major uncertainty is removed, or the 
period for agreeing a deal is extended, it is unlikely that the MPC would raise Bank Rate. 
 

4.7 Bond yield / PWLB rates: there has been much speculation during 2019 that the bond 
market has gone into a bubble, as evidenced by high bond prices and remarkably low yields.  
However, given the context that there have been heightened expectations that the US was 
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heading for a recession in 2020, and a general background of a downturn in world economic 
growth, together with inflation generally at low levels in most countries and expected to 
remain subdued, conditions are ripe for 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, inflations, etc.  This has 
pulled down the overall level of interest rates and bond yields in financial markets over the 
last thirty years.  Over the last year many bond yields up to ten years in the Eurozone 
actually turn negative.  In addition, there has, at times, been an inversion of bond yields in 
the US whereby ten-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.  However, stock markets 
are also currently at high levels as some investors have focused on chasing returns in the 
context of dismal ultra-low interest rates on cash deposits. 
 

4.8 During the first half of 2019/20, gilt yields plunged and caused a near halving of longer term 
PWLB rates to completely unprecedented historic low levels.  There is an expectation that 
financial markets have gone too far in their fears about the degree of the downturn in US 
and world growth.  If, as expected, the US only suffers a mild downturn in growth, bond 
markets in the US are likely to sell off and that would be expected to put upward pressure 
on bond yields, not only in the US, but also in the UK due to a correlation between US 
treasuries and UK gilts.  At various times this correlation has been strong but at other times 
weak.  However, forecasting the timing of this, and how strong the correlation is likely to 
be, is very difficult to forecast with any degree of confidence.  Changes in UK Bank Rate will 
also impact on gilt yields. 
 

4.9 Another danger is that unconventional monetary policy post 2008, (ultra-low interest rates 
plus quantitative easing), may end up doing more harm than good through prolonged use.  
Low interest rates have encouraged a debt-fuelled boom that now makes it harder for 
central banks to raise interest rates.  Negative interest rates could damage the profitability 
of commercial banks and so impair their ability to lend and/or push them into riskier 
lending.  Banks could also end up holding large amounts of their government’s bonds and 
so create a potential doom loop.  (A doom loop would occur where the credit rating of the 
debt of a nation was downgraded which would cause bond prices to fall, causing losses on 
debt portfolios held by banks and insurers, so reducing their capital and forcing them to 
sell bonds – which, in turn, would cause further falls in their prices, etc.)  In addition, the 
financial viability of pension funds could be damaged by low yields on holdings of bonds. 
 

4.10 The overall longer run future trend is for gilt yields, and consequently PWLB rates, to rise, 
albeit gently.  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.  Such volatility could occur at any 
time during the forecast period. 
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4.11 In addition, PWLB rates are subject to ad hoc decisions by H.M. Treasury to change the 
margin over gilt yields charged in PWLB rates.  Such changes could be up or down.  It is not 
clear whether H.M. Treasury would remove the extra 100 bps margin implemented on 
09/10/19 should gilt yields rise up again by more than 100 bps. 
 

4.12 Economic and interest rate forecasting remains difficult with so many influences weighing 
on UK gilt yields and PWLB rates.  The above forecasts, (and MPC decisions), will be liable 
to further amendment depending on how economic data and developments in financial 
markets transpire over the next year.  Geopolitical developments, especially in the EU, 
could also have a major impact.  Forecasts for average investment earnings beyond the 
three-year time horizon will be heavily dependent on economic and political 
developments. 
 

4.13 Investment and borrowing rates 

• Investment returns are likely to remain low during 2020/21 with little increase in the 
following two years.  However, if major progress was made with an agreed Brexit, then 
there is upside potential for earnings. 

• Borrowing interest rates were on a major falling trend during the first half of 2019/20 
but then jumped up by 100 bps on 09/10/19.  However, the unexpected increase of 100 
bps in PWLB rates requires a major rethink of local authority treasury management 
strategy and risk management.  While this authority will not be able to avoid borrowing 
to finance new capital expenditure and to replace maturing debt, there will be a cost of 
carry, (the difference between higher borrowing costs and lower investment returns), 
to any new short or medium-term borrowing that causes a temporary increase in cash 
balances as this position will most likely incur a revenue cost.   
 

4.14 These assumptions have been used to determine the treasury management budget 
projections, included as part of the 2020/21 revenue budget and future year projections. 

 
4.15 Other forecasts – the data below shows a variety of forecasts published by a number of 

institutions. The forecast includes Capital Economics (an independent forecasting 
consultancy). The forecast within this strategy statement has been drawn from these 
diverse sources. 

 
 
 
 
 
 
 
 
 
 
 

 
  

Capital Economics PWLB Borrowing Rates 
 Bank Rate 5 year 10 year 25 year 50 year 
Mar-20 0.75% 2.40% 2.60% 3.00% 3.00% 
Jun-20 075% 2.50% 2.70% 3.10% 3.10% 
Sep-20 0.75% 2.50% 2.80% 3.20% 3.20% 
Dec-20 0.75% 2.60% 2.80% 3.20% 3.20% 
Mar-21 0.75% 2.60% 2.80% 3.20% 3.20% 
Jun-21 0.75% 2.60% 2.80% 3.20% 3.20% 
Sep-21 0.75% 2.60% 2.80% 3.20% 3.20% 
Dec-21 1.00% 2.80% 3.10% 3.40% 3.50% 
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5.        ECONOMIC BACKGROUND 
 
5.1 UK : Brexit – 2019 has been a year of upheaval on the political front as Theresa May resigned as 

Prime Minister to be replaced by Boris Johnson on a platform of the UK leaving the EU on 31 
October 2019, with or without a deal.  However, MPs blocked leaving on that date and the EU 
agreed an extension to 31 January 2020.  In late October, MPs approved an outline of a Brexit 
deal to enable the UK to leave the EU on 31 January.   This has now become law.  However, 
there will still be much uncertainty as the detail of a trade deal will need to be negotiated by the 
current end of the transition period in December 2020, which the Prime Minister has pledged 
he will not extend.  This could prove to be an unrealistically short timetable for such major 
negotiations that leaves open two possibilities:  

• The need for an extension of negotiations, probably two years, or 
• A no deal Brexit in December 2020 

5.2 GDP growth has taken a hit from Brexit uncertainty during 2019; Q3 2019 surprised on the 
upside by coming in at +0.4% q/q, +1.1% y/y.  However, the peak of Brexit uncertainty during 
the final quarter appears to have suppressed quarterly growth to probably around zero.  The 
economy is likely to tread water in 2020, with tepid growth around about 1% until there is more 
certainty after the trade deal deadline is passed. 
 

5.3 The Bank of England produced a quarterly Inflation Report (now renamed the Monetary Policy 
Report), but there are a number of uncertainties of where the UK will be after the general 
election.  The Bank made a change in their Brexit assumptions to now include a deal being 
eventually passed.  Possibly the biggest message that was worth taking note of from the 
Monetary Policy Report, was an increase in concerns among MPC members around weak global 
economic growth and the potential for Brexit uncertainties to become entrenched and so delay 
UK economic recovery.  Consequently, the MPC voted 7-2 to maintain Bank Rate at 0.75% but 
two members were sufficiently concerned to vote for an immediate Bank Rate cut to 0.5%.  The 
MPC warned that if global growth does not pick up or Brexit uncertainties intensify, then a rate 
cut was now more likely.  Conversely, if risks do recede, then a more rapid recovery of growth 
will require gradual and limited rate rises.  The speed of recovery will depend on the extent to 
which uncertainty dissipates over the final terms for trade between the UK and EU and by how 
much global growth rates pick up.  The Bank revised its inflation forecasts down – to 1.25% in 
2019, 1.5% in 2020, and 2.0% in 2021; hence the MPC views inflation as causing little concern in 
the near future. 
 

5.4 The MPC December meeting repeated the previous month’s vote of 7-2 to keep Bank Rate on 
hold.  Their key view was that there was currently ‘no evidence about the extent to which policy 
uncertainties among companies and households had declined’ i.e. to review the economy in the 
next few months.  The two members who voted for a cut were concerned that the labour 
market was faltering.  On the other hand, there was a clear warning in the minutes that the MPC 
were concerned that “domestic unit labour costs have continued to grow at rates above those 
consistent with meeting the inflation target in the medium term”. 

 
5.5 If economic growth were to weaken considerably, the MPC has relatively little room to make a 

big impact with Bank Rate still only at 0.75%.  It would therefore, probably suggest that it would 
be up to the Chancellor to provide help to support growth by way of a fiscal boost by e.g. tax 
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cuts, increases in the annual expenditure budgets of governments and services and expenditure 
on infrastructure projects, to boost the economy.  The Government has already made moves in 
this directions and it made significant promises in its election manifesto to increase government 
spending by up to £20bn per annum (this would add about 1% to GDP growth rates), by 
investing primarily in infrastructure.  This is likely to be announced in the next Budget, probably 
in February 2020.  The Chancellor has also amended the fiscal rules in November to allow for an 
increase in government expenditure. 

 
5.6 As for inflation, CPI has been hovering around the Bank of England’s target of 2% during 2019, 

but fell again in both October and November to a three-year low of 1.5%.  It is likely to remain 
close to or under 2% over the next two years and so, it does not pose any immediate concern 
to the MPC at the current time.  However, if there was a hard or no deal Brexit, inflation could 
rise towards 4%, primarily because of imported inflation on the back of a weakening pound. 

   
5.7 With regard to the labour market, growth in numbers employed has been quite resilient 

through 2019 until the three months to September where it fell by 58,000.  However, there was 
an encouraging pick up again in the three months to October to growth of 24,000, which showed 
that the labour market was not about to head into a major downturn.  The unemployment rate 
held steady at a 44-year low of 3.8% on the Independent Labour Organisation measure in 
October.  Wage inflation has been steadily falling from a high point of 3.9% in July to 3.5% in 
October (3-month average regular pay, excluding bonuses).  This meant that in real terms, (i.e. 
wage rates higher than CPI inflation), earnings grew by about 2.0%.  As the UK economy is very 
much services sector driven, an increase in household spending power is likely to feed through 
into providing some support to the overall rate of economic growth in the coming months.  The 
other message from the fall in wage growth is that employers are beginning to find it easier to 
hire suitable staff, indicating that supply pressure in the labour market is easing. 

 
5.8 USA – President Trump’s massive easing of fiscal policy in 2018 fuelled a temporary boost in 

consumption in that year which generated an upturn in the rate of growth to a robust 2.9% y/y.  
Growth in 2019 has been falling after a strong start in quarter 1 at 3.1% (annualised rate), to 
2.0% in quarter 3 and then 2.1% in quarter 3.  The economy looks likely to have maintained a 
growth rate similar to quarter 3 into quarter4.  Fears of a recession have largely dissipated.  The 
strong growth in employment numbers during 2018 has weakened during 2019, indicating that 
the economy had been cooling, while inflationary pressures were also weakening.  However, 
CPI inflation rose from 1.8% to 2.1% in November, a one year high, but this was singularly caused 
by a rise in gasoline prices. 

 
5.9 The Federated Bank - finished its series of increases in rates to 2.25-2.50% in December 2018.  

In July 2019, it cut rates by 0.25% as a ‘midterm adjustment’ but flagged up that this was not 
intended to be seen as the start of a series of cuts to ward off a downturn in growth.  It also 
ended its programme of quantitative tightening in August, (reducing its holdings of treasuries, 
etc.).  It then cut rates by 0.25% again in September and by another 0.25% in its October meeting 
to 1.50-1.75%.  At its September meeting it also said it was going to start buying Treasuries again, 
although this was not to be seen as a resumption of quantitative easing but rather an exercise 
to relieve liquidity pressures in the repo market.  Despite those protestations, this still means 
that the Fed is again expanding its balance sheet holdings of government debt.  In the first 
month, it will buy $60bn, whereas it had been reducing its balance sheet by $50bn per month 
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during 2019.  As it will be buying only short-term (under 12 months) Treasury bills, it is 
technically correct that this is not quantitative easing (which is purchase of long term debt).  The 
Fed left rates unchanged in December.  However, the accompanying statement was more 
optimistic about the future course of the economy so this would indicate that further cuts are 
unlikely. 
 

5.10 Investor confidence has been badly rattled by the progressive ramping up on increases in tariffs 
President Trump has made on Chinese imports and China has responded with increases in tariffs 
on American imports.  This trade war is seen as depressing US, Chinese and world growth.  In 
the EU, it is also particularly impacting Germany as exports of goods and services are equivalent 
to 46% of total GDP.  It will also impact developing countries dependent on exporting 
commodities to China.  However, in November/December, progress has been made on agreeing 
a phase one deal between the US and China to roll back some of the tariffs, this gives some hope 
of resolving this dispute. 

 
5.11 Eurozone – growth has been slowing from +1.8% during 2018 to around half of that in 2019.  

Growth was +0.4% q/q (+1.2% y/y) in quarter 1, +0.2% q/q (+1.2% y/y) in quarter 2 and then 
+0.2% q/q, (+1.1% y/y) in quarter 3.  There appears to be little upside potential in the near 
future.  German GDP growth has been struggling to stay in positive territory in 2019 and fell by 
-0.1% in quarter2.  Industrial production was down 4% y/y in June with car production down 
10% y/y.  Germany would be particularly vulnerable to a no deal Brexit depressing exports 
further and if President Trump imposes tariffs on EU produced cars. 

 
5.12 The European Central Bank (ECB) – ended its programme of quantitative easing purchases of 

debt in December 2018, which then meant that the central banks in the US, UK and EU had all 
ended the phase of post financial crisis expansion of liquidity supporting world financial markets 
by quantitative easing purchases of debt.  However, the downturn in EZ growth in the second 
half of 2018 and into 2019, together with inflation falling well under the upper limit of its target 
range of 0 to 2%, (but it aims to keep it near to 2%), has prompted the ECB to take new measures 
to stimulate growth.  At its March meeting it said that it expected to leave interest rates at their 
present levels “at least through the end of 2019”, but that was of little help to boosting growth 
in the near term. Consequently, it announced a third round of Target Long Term Repurchase 
Operations (TLTROs).  This provides banks with cheap borrowing every three months from 
September 2019 until March 2021 that means, although they will have only a two-year maturity, 
the Bank was making funds available until 2023, two years later than under its previous policy.  
As with the last round, the new TLTROs will include an incentive to encourage bank lending, and 
they will be capped at 30% of the bank’s eligible loans.  However, since then, the downturn in 
EZ and world growth has gathered momentum.  At its meeting on 12/09/19 it cut its deposit 
rate further into negative territory, from -0.4% to 0.5% and announced a resumption of 
quantitative easing purchases of debt for an unlimited period.  At its October meeting it said 
these purchases would start in November at €20bn per month – a relatively small amount 
compared to the previous buying programme.  It also increased the maturity of the third round 
of TLTROs from two to three years.  However, it is doubtful whether this loosening of monetary 
policy will have much impact on growth and, unsurprisingly, the ECB stated that governments 
would need to help stimulate growth by ‘growth friendly’ fiscal policy. 
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5.13 There were no policy changes in the December meeting, which was chaired for the first time by 
the new President of the ECB, Christine Lagarde.  However, the outlook continued to be down 
beat about the economy.  This makes it likely there will be further monetary policy stimulus to 
come in 2020.  She did also announce a thorough review of how the ECB conducts monetary 
policy, including the price stability target.  This review is likely to take all of 2020. 

 
5.14 On the political front – Austria, Spain and Italy have been in the throes of forming coalition 

governments with some unlikely combinations of parties i.e. this raises questions around their 
likely endurance.  The latest results of German state elections has put further pressure on the 
frail German CDU/SDP coalition government and on the current leadership of the CDU.  The 
results of the Spanish general election in November have not helped the prospects of forming a 
stable coalition.  

 
5.15 China – economic growth has been weakening over successive years, despite repeated rounds 

of central bank stimulus, medium term risks are increasing.  Major progress still needs to be 
made to eliminate excess industrial capacity and the stock of unsold property, and to address 
the level of non-performing loans in the banking and shadow banking systems.  In addition, 
there still needs to be a greater switch from investment in industrial capacity, property 
construction and infrastructure to consumer goods production. 

 
5.16 Japan – has been struggling to stimulate consistent significant GDP growth and to get inflation 

up to its target of 2%, despite huge monetary and fiscal stimulus.  It is also making little progress 
on fundamental reform of the economy. 

 
5.17 World Growth – 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 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, this 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 completion 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 suing 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.  Central banks are, therefore, likely to come under more pressure 
to support growth by looser monetary policy measures and this will militate against central 
banks increasing interest rates. 
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5.18 The trade war between the US and China is a major concern to financial markets due to the 
synchronised general weakening of growth in the major economies of the world, compounded 
by fears that there could even be a recession looming up in the US, though this is probably 
overblown.  These concerns resulted in government bond yields in the developed world falling 
significantly during 2019.  If there were a major worldwide downturn in growth, central banks 
in most of the major economies will have limited ammunition available, in terms of monetary 
policy measures, when rates are already very low in most countries, (apart from the US).  There 
are also concerns about how much distortion of financial markets has already occurred with the 
current levels of quantitative easing purchases of debt by central banks and the use of negative 
central bank rates in some countries.  The latest PMI survey statistics of economic health for the 
US, UK, EU and China have all been predicting a downturn in growth.  This confirms investor 
sentiment that the outlook for growth during the year ahead is weak. 

 
5.19 Interest Rate Forecasts – the interest rate forecasts provided by Link Asset Services are 

predicated on an assumption of an agreement being reached on Brexit between the UK and the 
EU.  On this basis, while GDP growth is likely to be subdued in 2019 and 2020 due to all the 
uncertainties around Brexit depressing consumer and business confidence, an agreement on 
the detailed terms of a trade deal is likely to lead to a boost to the rate of growth in subsequent 
years.  This could, in turn, increase inflationary pressures in the economy and so cause the Bank 
of England to resume a series of gentle increases in Bank Rate.  Just how fast, and how far, those 
increases will occur and rise to, will be data dependent.  The forecasts in this report assume a 
modest recovery in the rate and timing of stronger growth and in the corresponding response 
by the Bank in raising rates. 

• In the event of an orderly non-agreement exit in December 2020, it is likely that the Bank of 
England would take action to cut Bank Rate from 0.75% in order to help economic growth 
deal with the adverse effects of this situation.  This is also likely to cause short to medium 
term gilt yields to fall. 

• If there were a disorderly Brexit, then any cut in Bank Rate would be likely to last for a longer 
period and also depress short and medium gilt yields correspondingly.  Quantitative easing 
could also be restarted by the Bank of England.  It is also possible that the government could 
act to protect economic growth by implementing fiscal stimulus. 

 
5.20 The balance of risks to the UK 

• The overall balance of risks to economic growth in the UK is probably eve, but dependent on 
a successful outcome of negotiations on a trade deal. 

• The balance of risks to increases in Bank Rate and shorter term PWLB rates are broadly 
similarly to the downside. 

• In the event that a Brexit deal was agreed with the EU and approved by Parliament, the 
balance of risks to economic growth and to increases in Bank Rate is likely to change to the 
upside. 

 
5.21 One risk that is both an upside and downside risk, is that all central banks are now working in 

very different economic conditions than before the 2008 financial crash as there has been a 
major increase in consumer and other debt due to the exceptionally low levels of borrowing 
rates that have prevailed since 2008.  This means that the neutral rate of interest in an economy, 
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(i.e. the rate that is neither expansionary nor deflationary), is difficult to determine definitively 
in this new environment, although central banks have made statements that they expect it to 
be much lower than before 2008.  Central banks could therefore either over or under do 
increases in central interest rates. 
 

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

• Brexit – if it were to cause significant economic disruption and a major downturn in the rate 
of growth. 

• 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 currently 
anticipate. 

• Eurozone sovereign debt crisis – a resurgence of this.  In 2018, Italy was a major concern due 
to having a populist coalition government which made a lot of anti-austerity and anti-EU 
noise.  However, in September 2019 there was a major change in the coalition governing Italy 
which has brought to power a much more EU friendly government.  This has eased the 
pressure on Italian bonds.  Only time will tell whether this new coalition based on an unlikely 
alliance of two very different parties will endure.   

• European banks – weak capitalisation of some banks, particularly Italian banks. 
• German minority government – 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 recent state elections but the SPD has done particularly 
badly and this has raised a major question mark over continuing to support the CDU.  Angela 
Merkel has stepped down from being the CDU party leader but she intends to remain as 
Chancellor until 2021. 

• Other minority EU governments – Austria, Finland, Sweden, Spain, Portugal, Netherlands 
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.  There has also been rising anti-immigration sentiment in Germany and 
France. 

• In October 2019, the IMF issued a report on the World Economic Outlook which flagged up 
a synchronised slowdown in world growth.  However, it also flagged up that there was 
potential for a rerun of the 2008 financial crisis, but this time centred on the huge debt binge 
accumulated by corporations during the decade of low interest rates.  This now means that 
there are corporates who would be unable to cover basic interest costs on some $19trn of 
corporate debt in major western economies, if world growth was to dip further than just a 
minor cooling.  This debt is mainly held by the shadow banking sector i.e. pension funds, 
insurers, hedge funds, asset managers, etc., who, when there is $15trn of corporate and 
government debt now yielding negative interest rates, have been searching for higher 
returns in riskier assets.  Much of this debt is only marginally above investment grate so any 
rating downgrade could force some holders into a fire sale, which would then depress prices 
further and so set off a spiral down.  The IMF’s answer is to suggest imposing higher capital 
charges on lending to corporates and for central banks to regulate the investment operations 
of the shadow banking sector.  In October 2019, the deputy Governor of the Bank of England 
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also flagged up the dangers of banks and the shadow banking sector lending to corporates, 
especially highly leveraged corporates, which had risen back up to near pre-2008 levels. 

• Geopolitical risks – for example in North Korea, but also in Europe and the Middle East, which 
could lead to increasing safe haven flows. 

 
5.23 Upside risks to current forecasts for UK gilt yields and PWLB rates: 

•  Brexit – if agreement was reached all round that removed all threats of economic and 
political disruption between the EU and the UK. 

• 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 later rapid series of increases in Bank Rate faster than currently 
expected. 

• UK inflation – whether domestically generated or imported, returning to sustained 
significantly higher levels causing an increase in the inflation premium inherent to gilt yields. 
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6. BORROWING STRATEGY 
 

6.1 The capital expenditure plans provide details of the anticipated 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 facilitate this service 
activity.  This will involve both the organisation of the cash flow and, where capital plans require, 
the organisation of appropriate borrowing facilities.  The strategy covers the relevant treasury / 
prudential indicators, the current and projected debt positions and the annual investment 
strategy.    

 
6.2 In general, the Council will borrow for one of two purposes – to finance cash flow in the 

short-term or to fund capital investment over the longer term.  The Council is currently 
maintaining an under-borrowed position, in that it is investing some of its own resources 
internally.  This means that the underlying capital debt liability (primarily signified by the 
Capital Financing Requirement), has not been fully funded through external borrowing.  
This strategy is considered to be prudent, as investment returns are low, whilst 
counterparty risk is also limited under this approach. 

 
6.3 The Council’s treasury portfolio position at 31 March 2020, with forward projections is 

summarised below and detailed in table 3.3.  The actual external borrowing (under treasury 
management operations), against the underlying capital borrowing need (the Capital 
Financing Requirement (CFR)), highlights an underlying need to borrow £484.470m in 
2019/2020, £923.042m in 2020/21, £239.783m in 2021/22 and £76.245m 2022/23.  There 
is a large requirement in the early years.  This is due to the impact of new capital schemes 
in the programme and the need to replace some existing short term loans which were 
taken to benefit from the then existing market conditions.   

 
6.4 A key aim of the Treasury Management Strategy is to minimise the cost of the Council’s 

external borrowing (portfolio), through seeking to spread the period for which loans are 
raised so as to avoid any undue fluctuation on interest costs arising from replacement 
loans.  

 

6.5 Currently the average rate of interest on the Council’s loan portfolio is 2.19%, which is 
considered to be a beneficially low rate.  The achievement of such low average rate 
demonstrates how the Council benefits from the best value for money in terms of its 
borrowing.  This is the result of a number of years proactively managing the portfolio on 
loans through restructuring and taking advantage of the best possible interest rates 
available.  The proposed treasury management strategy aims to continue this successful 
approach. 
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6.6 The approved sources of long-term and short-term borrowing will be: 

• Public Works Loan Board 
• UK Local Authorities 
• Municipal Bond Agency  
• Any institution approved for investments including high quality supranational banks  
• European Banks Green Sustainable Bond Issuances 
• World Wide Banks Green Sustainable Bond Issuances 
• UK public and private sector pension funds 
• Any other financial institution approved by the Prudential Regulation Authority, which 

is part of the Bank of England and is responsible for the regulation and supervision of 
banks, building societies, credit unions, insurers and major investment firms 

• Capital market bond investors either over the counter or through electronic trading 
platforms  
 

6.7 The PWLB rate forecasts are given in the table below.   

 PWLB Borrowing Rates 
 5 year 10 year 25 year 50 year 

Mar-20 2.40% 2.70% 3.30% 3.20% 
Jun-20 2.40% 2.70% 3.40% 3.30% 
Sep-20 2.50% 2.70% 3.40% 3.30% 
Dec-20 2.50% 2.80% 3.50% 3.40% 
Mar-21 2.60% 2.90% 3.60% 3.50% 
Jun-21 2.70% 3.00% 3.70% 3.60% 
Sep-21 2.80% 3.10% 3.70% 3.60% 
Dec-21 2.90% 3.20% 3.80% 3.70% 
Mar-22 2.90% 3.20% 3.90% 3.80% 
Jun-22 3.00% 3.30% 4.00% 3.90% 
Sep-22 3.10% 3.30% 4.00% 3.90% 
Dec-22 3.20% 3.40% 4.10% 4.00% 
Mar-23 3.20% 3.50% 4.10% 4.00% 

 
6.8 These forecasts are based around an expectation that there will normally be variations of 

+/-25bp during each quarter around these average forecasts in the normal economic and 
political circumstances.  However, greater variations can occur should there be any 
unexpected shocks to financial and/or political systems. 
 

6.9 Following the decision by the PWLB on 9 October 2019 to increase their margin over gilt 
yields by 100 bps to 180 basis points on loans lent to local authorities, consideration will 
also need to be given to sourcing funding at cheaper rates.  The Council will also evaluate 
the option of borrowing further from the bond markets during 2020/21.  Borrowing from 
the bond market will take place if it offers greater value for money than borrowing from 
the PWLB. 
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6.10 Against this background and the risks within the economic forecast, caution will be adopted 
with the 2020/21 treasury operations.  The Section 151 Officer will monitor interest rates 
in financial markets and adopt a pragmatic approach to changing circumstances: 
• If it was felt that there was a significant risk of a sharp fall in long and short term rates 

(e.g. due to a marked increase of risks around relapse into recession or of risks of 
deflation), then long term borrowings will be postponed, and potential rescheduling 
from fixed rate funding into short term borrowing will be considered. 

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

 
6.11 There will remain a cost of carry to any new long-term borrowing that causes a temporary 

increase in cash balances as this position will, most likely, incur a revenue cost – the 
difference between borrowing costs and investment returns. The Council’s policy for 
2020/21 will be to balance investments to obtain returns within the council’s risk appetite.  
However, an assessment of the opportunity for borrowing will be made on the cost of 
borrowing long-term, within forward approved Capital Financing Requirement estimates, 
and will be consider carefully to ensure that value for money can be demonstrated and that 
the Council can ensure the security of such funds. 
 

6.12 Any decisions will be reported to the Audit and Corporate Governance Committee at the 
next available opportunity. 
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7. DEBT RESCHEDULING  
 

7.1 The introduction by the PWLB in 2007 of a spread between the rates applied to new 
borrowing and repayment of debt (which has now been compounded, since 20 October 
2010 and 9 October 2019 (new borrowing rates), by a considerable further widening of the 
difference between new borrowing and repayment rates) has meant that PWLB to PWLB 
debt restructuring is now much less attractive than before these events.  In particular, 
consideration would have to be given to the large premiums, which would be incurred by 
prematurely repaying existing PWLB loans and it is very unlikely that these could be 
justified on value for money grounds if using replacement PWLB refinancing.  However, 
some interest savings may still be achievable through using other local authority loans and 
market loans in rescheduling exercises rather than using PWLB borrowing as the source of 
replacement financing.  

 
7.2 As short term borrowing rates will be considerably cheaper than longer term fixed interest 

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

 
7.3 The reasons for any rescheduling to take place will include: 

(a)  The generation of cash savings and / or discounted cash flow savings; 
(b)  Help fulfil the borrowing strategy outlined above; 
(c)  Enhance the balance of the portfolio (amend the maturity profile and/or the balance 

of volatility). 
 

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

 
7.5 All rescheduling will be reported to the Audit and Corporate Governance Committee at the 

earliest meeting following this action. 
 

7.6 It is possible that the Municipal Bond Agency will be offering loans to local authorities in 
the future.  The Agency hopes that the borrowing rates will be lower than those offered by 
the Public Works Loan Board (PWLB).  This Authority intends to make use of this new source 
of borrowing as and when appropriate. 
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8. TREASURY POLICY STATEMENT 
 
8.1 Treasury management within this Council is undertaken having regard to the CIPFA Code 

of Practice for Treasury Management in the Public Services (“the TM Code”).  This Code has 
been reviewed and updated following recent developments in the marketplace and the 
introduction of the Localism Act 2011 for English local authorities.  

 
8.2 The Council has complied with the recommendations of the TM Code and has formally 

adopted the key recommendations as described within Section 4 of the TM Code. 
 
8.3 In accordance with the TM Code, the Council defines treasury management activities as: 
 

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

8.4 ‘Investments’ in the definition above are described within the latest Investment Guidance 
covers all the financial assets of the organisation, as well as other non-financial assets 
which the organisation holds primarily or partially for financial returns, such as 
investment property portfolios.  This form of recommendation may include investments 
which are not managed as part of normal treasury management or other activities not 
carried out in reliance upon the investment power granted by Section 12, Local 
Government Act 2003.  The Council may consider the implications of such other types of 
activity in accordance with the principles recommended within the Investment Guidance, 
notwithstanding that this Guidance is restricted to investment Activities carried out in 
reliance upon the above mentioned S.12.   

 
8.5  The Council 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.  

 
8.6 The Council acknowledges that effective treasury management will provide support 

towards the achievement of its business and service objectives. It is therefore committed 
to the principles of achieving value for money in treasury management, and to employing 
suitable comprehensive performance measurement techniques, within the context of 
effective risk management. 

 
8.7 The Council will create and maintain, as the cornerstone for effective treasury 

management: 
• A Treasury Policy Statement, setting out the policies, objectives and approach 

to risk management of its treasury management activities 
• Suitable Treasury Management Practices (TMPs) setting out the manner in 

which the Council will seek to achieve those policies and objectives, and 
prescribing how it will manage and control those activities (reported to the 
Audit & Corporate Governance Committee annually) 
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• Treasury management Prudential Indicators as determined by the 
recommendations of the CIPFA Prudential Code;  

• The content of the policy statement and TMPs will follow the recommendations 
contained in Sections 6 and 7 of the TM 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 TM Code’s key principles. 

• The 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, an annual report after its close and an half year review report. 

• The Council delegates responsibility for the implementation and monitoring of 
its treasury management policies and practices to the Audit & Corporate 
Governance Committee, and for the execution and administration of treasury 
management decisions to the Section 151 Officer, who will act in accordance 
with the Council’s Treasury Management Strategy and the TM Code, who is a 
CIPFA member, CIPFA’s Standard of Professional Practice on Treasury 
Management. 
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2020/21 COUNCIL’S ANNUAL INVESTMENT STRATEGY  
 
9. INTRODUCTION 
 
9.1 The aim of the Council’s Investment strategy is to:  
 

• Maintain the principal amount of sums invested; 
• Maintain policy flexibility. 
 

9.2 The Council’s Section 151 Officer, under delegated powers, will undertake the most 
appropriate form of investments made in reliance upon S.12,  depending on the prevailing 
interest rates at the time, and taking into account the risks shown in the forecast above.  

 
9.3 The Council invests surplus cash balances only with certain approved organisations, as 

security of funds is of primary importance. All investments will be made in accordance with 
the Council’s investment policies and prevailing legislation and regulations.  

 
10. INVESTMENT POLICY – Management of Risk 

 
10.1 The MHCLG and CIPFA have suggested an extension of the meaning of ‘investments’ to 

include both financial and non-financial investments.  The Council is aware, however, of 
the limits placed by legislation manner and extent of Guidance that may be given by the 
Secretary of State with regard to investments made in reliance upon S.12.  This report does 
therefore deal solely with financial investments, (as managed by the treasury management 
team).  Non-financial investments are not generally made in reliance upon this power, 
essentially the purchase of income yielding assets, and are covered in the Capital Strategy, 
that is reported to Council separately. 

 
10.2 The Council will have regard to: 

 
• MHCLG’s Guidance on Local Government Investments (“the Guidance”)  
• CIPFA Treasury Management in Public Services Code of Practice and Cross Sectoral 

Guidance Notes 2017 (“the CIPFA TM Code”) 
• CIPFA Treasury Management Guidance Notes 2018.  

 
10.3 The Council’s investment priorities are: 

(a) The security of capital  
(b) The liquidity of its investments 
(c) Yield 
(d) Social Impact 

 
10.4 The Council will also aim to achieve the optimum return on its investments commensurate 

with proper levels of security and liquidity.  
 
10.5 Council has reviewed its classification with financial institutions under MIFID II 

requirements.  A schedule has been included with the Treasury Management Practices 
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document of those organisations with which it is registered as a professional client and 
those with which it has an application outstanding to register as a professional client. 

   
10.6 In accordance with guidance from MHCLG and CIPFA, which places a high priority on the 

management of risk, the Council has stipulated the minimum acceptable credit quality of 
counterparties for inclusion on the lending list, which also enable diversification and thus 
avoidance of concentration risk.  

 
10.7  Furthermore, the Council’s officers recognise that ratings should not be the sole 

determinant of the quality of an institution and that it is important to continually assess 
and monitor the financial sector on both a micro and macro basis and in relation to the 
economic and political environments in which institutions operate.  The assessment will 
also take account of information that reflects the opinion of the markets.  To this end the 
Council will engage with its advisors to maintain and monitor on market pricing such as 
“credit default swaps” and overlay that information on top of the credit ratings.  This is 
integrated into the credit methodology provided by the advisors, Link Asset Services in 
producing its colour coding which show the varying degrees of suggested creditworthiness. 

 
10.8  Other information sources used will include the financial press, share price and other such 

information pertaining to the banking sector in order to establish the most robust scrutiny 
process on the suitability of potential investment counterparties.   

 
10.9 The aim of the strategy is to generate a list of highly creditworthy counterparties, which 

will also enable diversification and thus avoidance of concentration risk.  The intention of 
the strategy is to provide security of investment and minimisation of risk. 

 
10.10 Investment instruments identified for use in the financial year are listed below under the 

‘Specified’ and ‘Non-Specified’ investments categories. Counterparty limits will be as set 
through the Council’s Treasury Management Practices Statement. 
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11. SPECIFIED INVESTMENTS (MATURITIES UP TO ONE YEAR) AND COUNTERPARTY LIMITS 
 

11.1 All such investments will be sterling denominated, with maturities up to maximum of 1 
year, meeting the minimum ‘high’ rating criteria where applicable.  The maximum limit will 
be applied to each account (i.e. bank, local authority, bond, etc.) 

 
1. Specified Investments (limit per counterparty) Maximum Group Limit 
UK Government Unlimited 
Local Authorities Unlimited 
Money Market Funds CNAV  £50.0m 
Money Market Funds LVNAV £50.0m 
Money Market Funds VNAV £20.0m 
Pooled Fund Institution with a min rating of AAA/A1  £50.0m 
Institutions with a minimum rating of AAA/A1 £50.0m 
Institutions with a minimum rating of AA-/A2 £30.0m 
Institutions with a minimum rating of A-/A3 £20.0m 
Institutions with a minimum rating of BBB/A3 £15.0m 
Building Societies – assets greater than £5,000 million £5.0m 
Building Societies – assets greater than £1,000 million £2.5m 
Building Societies – assets greater than £   250 million £1.0m 

 
All investments with maturities up to maximum 1 year, high credit criteria: 
 Minimum ‘High’ 

Credit Criteria 
Maximum 
Limit  

Maximum 
Maturity Period 

Debt Management Agency 
Deposit Facility 

UK sovereign 
rating 

£50m 1 year 

Term deposits – local 
authorities and other public 
institutions 

UK sovereign 
rating 

£20m 1 year 

Term deposits – banks and 
building societies* 

UK sovereign 
rating  

£20m 1 year 

 
11.2 Term deposits with nationalised banks, banks and building societies 
 

 Minimum ‘High’ 
Credit Criteria 

Maximum 
Limit 

Maximum 
Maturity 
Period 

UK part nationalised banks UK sovereign rating £20m 1 year 
Banks part nationalised by high 
credit rated (sovereign rating) 
countries  

Sovereign rating A £20m 1 year 

 *The countries approved for investing with their banks: Australia, Canada, Denmark, 
Germany, Luxembourg, Netherlands, Norway, Singapore, Sweden, Switzerland, Finland, 
USA, Abu Dhabi (UAE), Hong Kong, France, UK, Belgium, and Qatar. 
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11.3 Other instruments 

 Minimum ‘High’ 
Credit Criteria 

Max 
Individual 
Investment 

Maximum 
Total 
Investment 

Max 
Maturity 
Period 

Collateralised deposit UK sovereign 
rating 

£5m £5m 1 year 

Certificates of deposits 
issued by banks and 
building societies 

UK sovereign 
rating 

£5m £20m 1 year 

UK Government Gilts UK sovereign 
rating 

£10m £50m 1 year 

Bonds issued by 
multilateral 
development banks 

Long term AA £10m £20m 1 year 

Treasury Bills UK sovereign 
rating 

£5m £20m 1 year 

    
Collective Investment Schemes structures as Open Ended Investment Companies 
(OEICs) 
Government Liquidity Funds Long term AA £10m 1 year 
Money Market Funds Variable CNAV 

Long Term AAA 
£50m per fund 1 year 

Money Market Funds Stable LNNAV 
Long Term AAA 

£50m per fund 1 year 

Money Market Funds Stable VNAV 
Long Term AAA 

£20m per fund 1 year 

Enhanced Cash Funds Long Term AA £5m 1 year 
Bonds Funds Long Term AA £5m 1 year / 

rolling 
Gilt Funds Long Term AA £5m 1 year 
Bond Funds B- and unrated debt 

issuers 
£20m per fund 1 year / 

rolling 
Managed Account Bond Funds B- and unrated  £30m per fund 1 year / 

rolling 
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12. NON-SPECIFIED INVESTMENTS (MATURITIES OVER ONE YEAR) 
 

12.1 These are any investments which do not meet the specified investment criteria.  The 
investments may be for periods in excess of one year, and/or more complex instruments 
which require greater consideration by members and officers before being authorised.   

 
12.2 A maximum of 90% may be held in aggregate in non-specified investments. A variety of 

investment instruments will be used, subject to the credit quality of the institution, and 
depending on the type of investment made it will fall into one of the above categories.  The 
criteria, time limits and monetary limits applying to institutions or investment vehicles are: 

 
Term deposits with nationalised banks and building societies: 
 Minimum ‘High’ 

Credit Criteria 
Maximum 
Limit 

Maximum 
Maturity 
Period 

UK part nationalised banks UK sovereign rating £20m 5 year 
Banks part nationalised by high 
credit rated (sovereign rating) 
countries UK and non UK* 

Sovereign rating A £20m 5 year 
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12.3 Maturities of any period: 

 Minimum ‘High’ 
Credit Criteria 

Maximum 
Individual 

Investment 

Maximum 
Group Limit 

Maximum 
Maturity 

Period 
Structured deposits In accordance 

with Link’s Credit 
Worthiness 
Criteria 

£5m £20m 5 years 

Banks and Building 
Societies term deposits 
with unrated 
counterparties : any 
maturity 

The top twenty 
building societies 
by total assets 
with a minimum 
asset size of £1bn 
and the following 
credit rating Fitch 
(or its 
equivalent):  

   

Long term rating 
AA-,  
short term rating 
F2 

£1m £5m 5 years 

Non rated  £0.5m £1m 1 year 

Challenger Banks term 
deposits with unrated 
counterparties : any 
maturity 

The non-rated 
bank must have a 
minimum asset 
level of £200m,  

£5m £20m 1 year 

Municipal Bonds UK sovereign 
rating 

£10m £10m 10 years 

Commercial paper Short-term F2,  
Long term A 

£5m £5m 5 years 

Corporate Bonds 
Corporate Bond Funds / 
Gilt Funds 

Short-term F2,  
Long term A 

£20m £20m 10 years 

Floating Rate Notes Long term A £1m £5m 5 years 
Covered Bonds Long term AA- £20m £50m 10 years 
Un-rated bonds Long term B- £50m £50m 10 years 
Churches, Charities and 
Local Authorities (CCLA) 
Property Fund 

 £20m £20m 10 years 
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12.4 Maturities in excess of 1 year 

 Minimum ‘High’ 
Credit Criteria 

Maximum 
Individual 
Limit 

Maximum 
Group 
Limit 

Maximum 
Maturity 
Period 

Term deposits – local 
authorities and other 
public institutions 

 £5m £50m 5 years 

Term deposits – banks 
and building societies 

 £1m £5m 5 years 

Certificates of deposits 
issued by banks and 
building societies 

UK sovereign 
rating 

£5m £20m 5 years 

UK Government Gilts UK sovereign 
rating 

£5m £50m 5 years 

Bonds issued by 
multilateral development 
banks 

AA £5m £20m 5 years 

Corporate bonds Short term F2  
Long Term A- 

£10m £20m 10 years 

Green Energy Bonds Internal and 
External Due 
Diligence 

£50m £50m 5 years 

Collateralised Term 
Deposit 

Local Authority £5m £20m 5 years 

Sovereign bond issues 
(i.e. other than the UK 
government)  

AA £5m £20m 5 years 

Property Bonds External Due 
Diligence 

£20m £50m  5 years 

LiveWire Community 
Energy 

Internal Due 
Diligence 

£1m £1m 20 years 

Funding Circle Internal and 
External Due 
Diligence 

£10m £10m 5 years 

Asset Backed Securities Internal and 
External Due 
Diligence 

£20m £100m 10 years 

Asset Backed Pooled 
Funds 

Internal and 
External Due 
Diligence 

£50m £50m 10 years 
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Collective Investment Schemes structured as Open Ended Investment Companies 
(OEICs) 
Bond Funds AA £5m £10m 10 years 
Gilt Funds AA £5m £10m 5 years 
Forest Financial 
Instrument 

Internal and 
External Due 
Diligence 

£20m £50m 30 years 

Public Sector Social 
Impact Fund 

Unrated £100m £100m 10 years 

Bond Funds B- and unrated 
debt issuers 

£50m £50m 5 years 

Managed Account Bond 
Funds 

B- and unrated £50m £50m  5 years 

Loan Rates Unrated £50m £50m 10 years 
Technology Enhanced Oil Internal and 

External Due 
Diligence 

£10m £10m 5 years 

   
12.5 As a result of the change in accounting standards for 2019/20 under IFRS 9, the Council 

will consider the implications of investment instruments which could result in an adverse 
movement in the value of the amount invested and resultant charges at the end of the 
year to the General Fund.  (In November 2018, the MHCLG concluded a consultation for a 
temporary override to allow English local authorities time to adjust their portfolio of all 
pooled investments by announcing a statutory override to delay implementation of IFRS 9 
for five years commencing from 1.4.18) 

 
12.6 OTHER NON-SPECIFIED INVESTMENTS 

• Fixed term deposits with variable rate and variable maturities 
• Local Authority Partnership Purchase Scheme (LAPP) 
• Forest Financial Instruments 
• Limited Liability Partnerships 

 
13 CREDITWORTHINESS POLICY  
 
13.1 This Council uses the creditworthiness service provided by Link Asset Services. This service 

employs a sophisticated modelling approach utilising credit ratings from all three rating 
agencies - Fitch, Moodys and Standard and Poors. The credit ratings of counterparties are 
supplemented with the following overlays:  

 
• Credit watches and credit outlooks from credit rating agencies; 
• Credit Default Swap (CDS) spreads to give early warning of likely changes in credit 

ratings; 
• Sovereign ratings to select counterparties from only the most creditworthy 

countries. 
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13.2 This modelling approach combines credit ratings, credit Watches and credit Outlooks in a 
weighted scoring system which is then combined with an overlay of CDS spreads for which 
the end product is a series of colour coded bands which indicate the relative 
creditworthiness of counterparties.  These colour codes are used by the Council to 
determine the suggested duration for investments on some occasions. 
 

13.3 The selection of counterparties with a high level of creditworthiness will be achieved by 
selection of institutions down to a minimum durational band within Link Asset Services 
weekly credit list of worldwide potential counterparties. The Council will therefore use 
counterparties within the following durational bands: 

 
Colour Suggested Duration 
Yellow 5 years * 
Dark Pink 5 years for Ultra-Short Dated Bond Funds with a credit score of 1.25 
Light Pink 5 years for Ultra-Short Dated Bond Funds with a credit score of 1.5 
Purple 2 years 
Blue 1 year (only applies to nationalised or semi nationalised UK Banks) 
Orange 1 year 
Red 6 months 
Green 100 days 
No colour Not to be used 

*The yellow colour category is for UK Government debt, or its equivalent, money market 
funds and collateralised deposits where the collateral is UK Government debt.   
 

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

 
13.5 Typically the minimum credit ratings criteria the Council use will be a short Term rating 

(Fitch or equivalents) of F1 and a Long Term rating of A-.  There may be occasions when the 
counterparty ratings from one rating agency are marginally lower than these ratings but 
may still be used.  In these instances consideration will be given to the whole range of 
ratings available, or other topical market information, to support their use.  

 
13.6 All credit ratings will be monitored weekly. The Council is alerted to changes to ratings of 

all three agencies through its use of the Link creditworthiness service:  

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

• In addition to the use of Credit Ratings the Council will be advised of information in 
movements in Credit Default Swap (CDS) against the iTraxx (CDS product brand name) 
benchmark and other market data on a weekly basis.  Extreme market movements may 
result in downgrade of an institution or removal from the Councils lending list. 
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13.7 Sole reliance will not be placed on the use of this external service. In addition this Council 
will also use market data and information, information on any external support for banks 
and the credit ratings of that government support. 

13.8 UK banks: ring fencing – the largest UK banks (those with more than £25bn of retail/Small 
and Medium-sized Enterprise (SME) deposits), are required, by UK law, to separate core 
retail banking services from their investment and international banking activities by 1st 
January 2019.  This is known as “ring-fencing”.  Whilst smaller banks with less than £25bn 
in deposits are exempt they can choose to opt up.  Several banks are very close to the 
threshold already and so may come into scope in the future regardless. 

13.9 Ring-fencing is a regulatory initiative created in response to the global financial crisis.  It 
mandates the separation of retail and SME deposits from investment banking, in order to 
improve the resilience and resolvability of banks by changing their structure.  In general, 
simpler, activities offered from within a ring-fenced bank (RFB) will be focused on lower 
risk, day-to-day core transactions, whilst more complex and “riskier” activities are required 
to be housed in a separate entity, a non-ring-fenced bank (NRFB).  This is intended to 
ensure that an entity’s core activities are not adversely affected by the acts or omissions of 
other members of its group. 

13.10 While the structure of banks included within this process may have changed, the 
fundamentals of credit assessment have not.  The Council will continue to assess the new-
formed entities in the same way that it does others and those with sufficiently high ratings, 
(and any other metrics considered) will be considered for investment purposes. 

14. COUNTRY LIMITS 
 
14.1 The Council has determined that it will only use approved counterparties from countries 

with a minimum sovereign credit rating of AA- from Fitch Ratings (or equivalent from 
other agencies if Fitch does not provide them).  The list will be added to, or deducted 
from by officers should ratings change in accordance with this policy. 

 
15. INVESTMENT STRATEGY  
 
15.1 Prudence will drive the Council’s investment strategy in 2019/20 due to the volatility and 

uncertainty that exists in the world’s financial markets. Investments will generally be of a 
short term nature.  In order to minimise risk, the Council will look to diversify its investment 
portfolio by investing in other investment vehicles such as money market funds and 
property funds. The driving force of our strategy will be maintaining the security of capital.  
The Council will use a combination of credit ratings, sovereign ratings, internal and external 
due diligence and guarantees to assess the credit quality of financial institutions before 
placing investments. 
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16. INTEREST RATE OUTLOOK  
 
16.1 On the assumption that the UK and EU agree a Brexit deal that includes the terms of future 

trade by the end of 2020 or soon after, then Bank Rate is forecast to increase only slowly 
over the next few years to reach 1.00% by quarter one 2023.  Bank Rate forecasts for 
financial year ends (March) are as follows:- 

• 2019/20  0.75% 
• 2020/21  0.75% 
• 2021/22  1.00% 
• 2022/23  1.00% 

 
16.2 There are downside risks to these forecasts (i.e. start of increases in Bank Rate occurs 

sooner) if economic growth weakens.  However, should the pace of growth quicken, there 
could be upside risk.    

 
16.3 The suggested budgeted investment earnings rates for returns on investments placed for 

periods up to 100 days during each financial year for the next few years are as follows: 
 

• 2019/20  0.75% 
• 2020/21  0.75% 
• 2021/22  1.00% 
• 2022/23  1.25% 
• 2023/24  1.50% 
• 2024/25  1.75% 
• Later years 2.25% 
 

16.4 The overall balance of risks to economic growth in the UK is probably to the downside due 
to the weight of all the uncertainties over Brexit, as well as a softening global economic 
picture. 
 

16.5 The balance of risks to increases in Bank Rate and shorter term PWLB rates are broadly 
similarly to the downside. 

 
16.6 In the event that a Brexit deal is agreed with the EU and approved by Parliament, the 

balance of risks to economic growth and to increases in Bank Rate is likely to change to the 
upside. 
 

16.7 For 2020/21 the Council will budget for an investment return of 0.75% on investments 
placed during the financial year. 

 
17. LIQUIDITY OF INVESTMENTS 

 
17.1  The maximum period of investment of treasury balance will be ten years. 
  
17.2 There will be no more than £150m of core treasury funds committed for a period over 5 

years. 
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18. FINANCIAL DERIVATIVES 
 

18.1 Local authorities have previously made use of financial derivatives embedded into loans 
and investments both to reduce interest rate risk (e.g. interest rate collars and forward 
deals) and to reduce costs or increase income at the expense of greater risk (e.g. LOBO 
loans and callable deposits).  The general power of competence in Section 1 of the Localism 
Act 2011 removes much of the uncertainty over local authorities’ use of standalone 
financial derivatives (i.e. those that are not embedded into a loan or investment), whilst 
not resulting in a totally conclusive situation.   
 

18.2 The Authority will only use standalone financial derivatives (such as swaps, forwards, 
futures and options) where they can be clearly demonstrated to reduce the overall level of 
the financial risks that the Authority is exposed to.  Additional risks presented, such as 
credit exposure to derivative counterparties, will be taken into account when determining 
the overall level of risk.  Embedded derivatives, including those present in pooled funds 
and forward starting transactions, will not be subject to this policy, although the risks they 
present will be managed in line with the overall treasury risk management strategy.   
 

19. POLICY ON THE USE OF EXTERNAL SERVICE PROVIDERS 
 
19.1 The Council uses Link Asset Services (previously named Capita Asset Services) as its external 

treasury management advisers. 
 
19.2 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 our 
external service providers.  All decisions will be undertaken with regards to all available 
information, including, but not solely, our treasury advisers. 

 
19.3 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.  The Council tendered for the service in 2019 for a three year period. 

 
19.4 The Council fully appreciates the importance of monitoring the activity and resultant 

performance of its appointed external fund manager.  In order to aid this assessment, the 
Council is provided with a suite of regular reporting from its manager.  This includes 
quarterly/semi-annual and annual reports, statements, access to online fund reporting 
sites, etc. 

 
19.5 In addition to formal reports, the Council also meets with representatives of the fund 

manager on (quarterly, semi-annual, annual) basis.  These meetings allow for additional 
scrutiny of the manager’s activity as well as discussions on the outlook for the fund as well 
as wider markets. 
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20. TREASURY MANAGEMENT SCHEME OF DELEGATION 
 
20.1 The scheme of delegation is in the Council’s Treasury Management Practices statement 

which will be reported to the Audit and Corporate Governance Committee on an annual 
basis. 
 

20.2 The Council considers it essential, for the purposes of the effective control and monitoring 
of its Treasury Management activities, the reduction of the risk of fraud or error, and for 
the pursuit of optimum performance, that these activities are structured and managed in 
a fully integrated manner, and that the responsibilities of Treasury Management is always 
clear. 
 

20.3 Full Council 
• approval of annual treasury management strategy 
• approval of the Mid-Year Review Report of Treasury Management 
• approval of capital strategy 
• monitoring of yearly Treasury Outturn Report 

 
20.4 Audit and Corporate Governance Committee 

• the body appointed by Council for the scrutiny of Treasury Management 
• recommend the Council’s Annual Treasury Management Strategy to Council 
• recommend approval of amendments to the organisation’s adopted clauses, treasury 

management policy and treasury management practices to Council 
• receiving and reviewing regular monitoring reports and acting on recommendations 
• recommending the yearly Mid-Year Review and Treasury Outturn Report to Council 

 
20.5 Section 151 Officer 
 

The Section 151 Officer (Deputy Chief Executive & Director of Corporate Services) and in 
their absence their appointed deputies is the delegated responsible officer by Full Council 
for the operation of the Council’s overall borrowing and investment activities. The Section 
151 Officer will implement and monitor the Treasury Management Strategy.  

 
21. MINIMUM REVENUE PROVISION (MRP) STRATEGY  
 
21.1     The Council is required to determine a prudent manner in which to charge its underlying 

capital debt liability to revenue (MRP), mainly in a manner that reflects generally the life 
of assets that have given rise to that debt liability.  The requirement to make a prudent 
provision arises from S.21 (1A) of the Local Government Act 2003, which also requires 
local authorities to have regard to the MRP Guidance for the purpose of determining an 
annual prudent amount of MRP. 
 

21.2  The Council has resolved to have regard to the Guidance when determining the amount 
of its annual MRP. 

 
21.3     The major proportion of MRP for 2009/10 related to the more historic debt liability that 

was outstanding at the time the Guidance was adopted. The Council has approved a 
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variation of earlier statutory provisions which will result in the outstanding debt liability in 
this respect being charged more prudently over a 50 year period. 

 
21.4   New capital expenditure for each subsequent year will in general be charged in 

accordance with Option 3 of the Guidance, which recommends that the annual charge 
should broadly equate to the anticipated life, or period of benefit, which is reflective of 
the nature of the expenditure. The annual charge will represent an equal annual 
instalment relative to the assessed life period. 

 
21.5     The determination of which expenditure should be charged under Option 3, and the life 

periods considered to be applicable to these, will be carried out under delegated powers 
by the Section 151 Officer. 

 
21.6 The use of this Option for certain schemes/expenditures will also result in there being no 

MRP charge until the year after that in which the expenditure or scheme results in the 
actual provision of service or similar benefits to the Authority.  This will include, for 
example, ensuring that MRP is so delayed until the year after all expenditures on a 
scheme, project or other item of capital expenditure have been fully accrued under 
proper practices, regardless of the extent of such expenditure that has not been accrued 
at the end of the previous financial year. 

 
21.7  Items of capital expenditure will only be considered to represent separate amounts in 

cases where two or more major components have substantially different useful economic 
lives. Assets will not be transferred into the asset register and fixed assets account until 
complete, in accordance with Accounting Code principles. 

 
21.8  To the extent that expenditure does not create an asset, and is of a type that is subject to 

estimated life periods that are referred to in the Guidance, these recommended periods 
will generally be adopted by the Council. However, in the case of long term debtors 
arising from loans or other types of capital expenditure made by the Council which will be 
repaid under separate arrangements, there will be no minimum revenue provision made 
in the first instance where it is considered prudent to adopt this approach. The Council 
will exercise this determination where they are satisfied that the capital debt liability will 
be met from the repayment of loans, or reimbursement of other forms of capital 
expenditure, whilst also ensuring that such decisions are kept under review when 
formulating each future year’s prudent provision. 

 
21.9 A similar type of policy will apply in the case of the Golden Square Shopping Centre. 

However, instead of relying solely upon principal element of repayments to satisfy the 
MRP liability, the annual MRP charge that will in effect be made will equate to the 
principal amount that has been assessed by the Council’s advisers, Price Waterhouse 
Coopers, to be included each year within the repayments received by the Authority under 
the lease. Rather than resulting in a fixed annual MRP charge over the period of the lease, 
the nominal amount of MRP charge each year will be regarded as met by the element of 
the lease rental which serves to write down the outstanding long term debtor created as 
a consequence of the lease having been granted. The deferred capital receipt created 
under this arrangement will be earmarked on a yearly basis to pay off the debt liability 
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over 200 years and will equate to the MRP charge. This approach mirrors that which is 
recommended within paragraph 20 of the MRP Guidance with regard to leases where the 
authority is a lessee. 

 
21.10 Other finance leases and Private Finance Initiative (PFI) assets will have their MRP liability 

determined according to the life of the financial instrument, acting as a a proxy for asset 
life, or in accordance with the asset life where considered appropriate . MRP on these 
instruments may separately be considered under IFRS accounting principles where these 
do not conflict with capitalisation and statutory principles. 

 
21.11 The Council, if it considers it prudent for a particular financial year, will set aside capital 

receipts, either to reduce outstanding aggregate capital debt liability, or to offset what 
would otherwise be an annual amount of MRP. 

 
21.12 For those types of capital expenditure incurred by the Council which are not capable of 

being related to an individual asset (e.g. capitalising revenue items), 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.  

 
21.13 With regard to loans granted by the Council, MRP will not generally be charged. 

Where MRP is made, it will be related to the underlying asset for which the loan is made 
towards. 
  

21.14 The policy will be reviewed on an annual basis.   If it is proposed to vary the terms of the 
original Policy Statement during any year, a revised statement should be put to members 
at that time. 

 
21.15 Option 2 & 4 will be used for economic regeneration and investment schemes if thought 

to be prudent. 
 
21.16 The Council will charge no MRP on its investment in Redwood Bank for a period of 5 years. 

This is because the Council wants to build up a sustainable profitable bank before taking 
any dividends per the business case agreed by the Executive Board on 12th January 2017. 
After year 5 MRP will be charged over 50 years by applying the annuity method.  The major 
reason for forming the bank was for economic regeneration purposes and the Council sees 
it as a long term 50+ years investment that all generations of tax payers can benefit from. 

 
21.17 Strategic Asset Investment Programme - The properties in this portfolio are held for 

investment and economic regeneration purposes and are managed on a fully commercial 
basis.  

 
21.18 The purchase of these properties will be treated as capital expenditure and will increase 

the Capital Financing Requirement. The Council is holding these properties solely for 
investment and economic regeneration purposes and they are leased to business tenants 
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on commercial lease terms. This includes a range from small local growth SME’s to global 
businesses. 

 
21.19  The Council has the ability to sell this asset or a number of varied approaches to an exit 

strategy that could raise capital – for example joint venture, equity share, partial sale or 
additional lease.  By sale or raising capital through an alternative route, this can be used to 
repay any outstanding debt liabilities related to the purchase. As such, there is no need to 
set aside prudent provision to repay the debt liability in the interim period, so there is no 
MRP application.  

 
21.20 The assets will be reviewed annually and if the asset value significantly decreases, a prudent 

MRP policy will commence on the amount of the fall in value of the asset.  
 
21.21 The Council’s borrowing in the Strategic Asset Investment programme is prudent and within 

the Council’s affordable borrowing limit. The Council’s Section 151 Officer is satisfied that 
the borrowing is prudent and that the risks relating to the repayment of loans or the value 
of the investment are deemed to be low thus there are no resource implications in following 
this approach. 
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ANNEXE A
GLOSSARY OF TERMS 

Basis Point (BP) 1/100th of 1%, i.e. 0.01% (or 0.0001 decimal form) 
Base Rate Minimum lending rate of a bank or financial institution in the UK 
Benchmark A measure against which the investment policy or performance of a fund 

manager can be compared. 
Bill of Exchange A financial instrument financing trade. 
Callable Deposit A deposit placed with a bank or building society at a set rate for a set 

amount of time.  However, the borrower has the right to repay the funds 
on pre agreed dates, before maturity.  This decision is based on how 
market rates have moved since the deal was agreed.  If rates have fallen 
the likelihood of the deposit being repaid rises, as cheaper money can be 
found by the borrower. 

Cash Fund 
Management 

Fund management is the management of an investment portfolio of cash 
on behalf of a private client or an institution, the receipts and distribution 
of dividends and interest, and all other administrative work in connection 
with the portfolio. 

Certificate of 
Deposit 

Evidence of a deposit with a specified bank or building society repayable 
on a fixed date.  They are negotiable instruments and have a secondary 
market; therefore the holder of a CD is able to sell it to a third party 
before the maturity of the CD. 

Commercial Paper Short-term obligations with maturities ranging from 2 to 270 days issued 
by banks, corporations and other borrowers.  Such instruments are 
unsecured and usually discounted, although some may be interest 
bearing. 

Corporate Bond Strictly speaking, corporate bonds are those issued by companies.  
However, the term is used to cover all bonds other than those issued by 
governments in their own currencies and includes issues by companies, 
supranational organisations and government agencies. 

Counterparty Another (or the other) party to an agreement or other market contract 
(e.g. lender/borrower/writer of a swap/etc.) 

CDS Credit Default Swap – a swap designed to transfer the credit exposure of 
fixed income products between parties.  The buyer of a credit swap 
receives credit protection, whereas the seller of the swap guarantees the 
credit worthiness of the product.  By doing this, the risk of default is 
transferred from the holder of the fixed income security to the seller of 
the swap. 

CFR Capital Financing Requirement 
CIPFA Chartered Institute of Public Finance and Accountancy 
CLG Department for Communities and Local Government 
CPI Consumer Price Index – calculated by collecting and comparing prices of 

a set basket of goods and services as bought by a typical consumer, at 
regular intervals over time.  The CPI covers some items that are not in the 
RPI, such as unit trust and stockbrokers fees, university accommodation 
fees and foreign students’ university tuition fees. 

Derivative A contract whose value is based on the performance of an underlying 
financial asset, index or other investment, e.g. an option is a derivative 
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because its value changes in relation to the performance of an underlying 
stock. 

DMADF Deposit Account offered by the Debt Management Office, guaranteed by 
the UK government. 

ECB European Central Bank – sets the central interest rates in the EMU area.  
The ECB determines the targets itself for its interest rate setting policy; 
this is to keep inflation within a band of 0 to 2%.  It does not accept that 
monetary policy is to be used to manage fluctuations in unemployment 
and growth caused by the business cycle. 

EMU European Monetary Union 
Equity A share in a company with limited liability.  It generally enables the 

holder to share in the profitability of the company through dividend 
payments and capital gain. 

EU European Union 
Fed. Federal Reserve Bank of America – sets the central rates in the USA 
Floating Rate Notes Bonds on which the rate of interest is established periodically with 

reference to short-term interest rates 
Forward Deal The act of agreeing today to deposit funds with an institution for an 

agreed time limit, on an agreed future date, at an agreed rate. 
Forward Deposits Same as forward dealing (above). 
FSA Financial Services Authority – body responsible for overseeing financial 

services. 
Fiscal Policy The Government policy on taxation and welfare payments. 
GDP Gross Domestic Product 
GF General Fund 
Gilt Registered British government securities giving the investor an absolute 

commitment from the government to honour the debt that those 
securities represent. 

Gilt Funds Pooled fund investing in bonds guaranteed by the UK government. 
Government MMF MMFs that invest solely in government securities, or reverse repurchase 

agreements backed by Government Securities. 
HM Treasury Her Majesty’s Treasury 
HRA Housing Revenue Account 
IFRS International Financial Reporting Standards 
IMF International Monetary Fund 
iTraxx The brand name for the group of credit default swaps index products.   
LOBO’s Lenders Option Borrowers Option loans 
MHCLG Ministry of Housing,  Communities and Local Government 
Money Market 
Fund 

A well rated, highly diversified pooled investment vehicle whose assets 
mainly comprise of short term instruments.  It is very similar to a unit 
trust, however in a MMF. 

Monetary Policy 
committee (MPC) 

Government body that sets the bank rate (commonly referred to as being 
base rate).  Their primary target is to keep inflation within plus or minus 
1% of a central target of 2.5% in two year’s time from the date of the 
monthly meeting of the Committee.  Their secondary target is to support 



Agenda Item 5.1 

  

the Government in maintaining high and stable levels of growth and 
employment. 

MRP Minimum Revenue Provision 
MTFP Medium Term Financial Plan 
Open Ended 
Investment 
Companies 

A diversified pooled investment vehicle, with a single purchase price, 
rather than a bid/offer spread. 

Other Bond Funds Pooled funds investing in a wide range of bonds. 
PFI Private Finance Initiative 
PWLB Public Works Loan Board 
QE Quantitative Easing 
Reverse Gilt Repo This is a transaction as seen from the point of view of the party which is 

buying the gilts.  In this case, one party buys gilts from the other and, at 
the same time and as part of the same transaction, commits to resell 
equivalent gilts on a specified future date, or at call, at a specified price.   

Retail Price Index 
(RPI) 

Measurement of the monthly change in the average level of prices at the 
retail level weighted by the average expenditure pattern of the average 
person. 

RPIX As RPI but excluding mortgage interest rate movements. 
RPIY As RPI but excluding mortgage interest rate movements and changes in 

prices caused by changes in taxation. 
Sovereign Issues (Ex 
UK Gilts) 

Bonds issued or guaranteed by nation states, but excluding UK 
government bonds. 

Supranational 
Bonds 

Bonds issued by supranational bodies, e.g. European investment bank.  
These bonds – also known as Multilateral Development Bank bonds – are 
generally AAA rated and behave similarly to gilts, but pay a higher yield 
(“spread”) given their relative illiquidity when compared with gilts. 

SORP Statement of Recommended Practice 
S151 Section 151 Officer 
Term Deposit A deposit held in a financial institution for a fixed term at a fixed rate. 
Treasury Bill  Treasury bills are short term debt instruments issued by the UK or other 

governments.  They provide a return to the investor by virtue of being 
issued at a discount to their final redemption value. 

UBS Union Bank of Switzerland 
US United States 
WARoR Weighted Average Rate of Return is the average annualised rate of return 

weighted by the principal amount in each rate. 
WAM Weighted Average Time to Maturity is the average time, in days, till the 

portfolio matures, weighted by principal amount. 
WATT Weighted Average Total Time is the average time, in days, that deposits 

are lent out for, weighted by principal amount. 
WA Risk Weighted Average Credit Risk Number.  Each institution is assigned a 

colour corresponding to a suggested duration using Sector’s Suggested 
Credit Methodology. 

Model WARoR Model Weighted Average Rate of Return is the WARoR that the model 
produces by taking into account the risks inherent in the portfolio. 
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PRUDENTIAL INDICATORS 
 
Within the prudential indicators there are a number of key indicators to ensure that the 
Council operates its activities within defined limits.   
 
The Council’s capital expenditure plans are the key driver of treasury management activity.  
The output of the capital expenditure plans is reflected in prudential indicators, which are 
designed to assist members’ overview and confirm capital expenditure plans.    

 
A Capital Expenditure  

 
The Council has to make a reasonable estimate of the capital expenditure that it plans to 
incur in the following three years and after the year-end must record the actual capital 
expenditure incurred in that year. 

 
The Council’s capital programme informs the requirements of these indicators.  The actual 
capital expenditure that was incurred by the authority in 2018/19, the revised estimate for 
the current year and estimates for the future years are as follows: 
 

2018/19 2019/20   2020/21 2021/22 2022/23 
Actual Forecast Capital Expenditure Estimate Estimate Estimate 

£m £m   £m £m £m 
10.470 11.102 Families & Wellbeing 9.959 0.112 0 

4.397 5.164 Corporate Services 5.566 2.000 4.438 

44.523 51.284 Environment & Transport 59.036 25.460 12.026 

0 13.192 Growth 6.436 0.567 0 

0 0 Leases 9.000 0 0 

171.296 439.080 Invest to Save Programme 875.866 220.990 68.594 

230.686 519.822 Total Capital Expenditure 965.863 249.129 85.058 
Invest to Save programme relates to areas such as capital expenditure on investment properties, loans to 
third parties, etc. 
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The table below summarises the above capital expenditure plans and how these plans are 
being finance by capital or revenue resources.  Any shortfall of resources results in a 
funding borrowing need: 
 

2018/19 2019/20   2020/21 2021/22 2022/23 
Actual Forecast Capital Financing Estimate Estimate Estimate 

£m £m   £m £m £m 
194.834 484.470 Unsupported Borrowing 923.042 239.783 76.245 

21.762 19.408 Capital Grants and Reserves 16.051 0.112 0 

4.488 4.295 Capital Receipts 4.459 4.025 4.563 

0.744 0.298 Revenue Funding 9.002 0 0 

8.858 11.351 External Funding 13.309 5.209 4.250 

230.686 519.822 Total Capital Financing 965.863 249.129 85.058 
 
B Capital financing cost indicators  

 
One of the indicators of affordability is the estimated ratio of the Council’s general fund 
capital financing costs to its net revenue stream in percentage terms. This indicator shows 
the proportion of the revenue budget spent on capital financing costs; if the ratio is 
increasing rapidly over time then a larger proportion of revenue resources is being taken 
up by capital financing costs, which could be used for other elements of the authority’s 
budget.  

 
For 2020/21, net revenue streams are based on the MTFP draft general fund (GF). For 
future years, the GF net revenue stream is projected in the Council’s MTFP. 
  

2018/19 2019/20 Ratio of financing costs 2020/21 2021/22 2022/23 
Actual 

% 
Forecast 

% 
to net revenue stream Estimate 

% 
Estimate 

% 
Estimate 

% 
0.76 1.43 Services  1.74 0.75 0.32 
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C Capital Financing Requirement – the Council’s borrowing need 
 

Another prudential indicator is the Council’s Capital Financing Requirement (CFR).  The CFR 
is 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 the Council’s 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 CFR does not increase indefinitely, as the minimum revenue provision (MRP) is a 
statutory annual revenue charge which broadly reduces the borrowing need in line with 
each assets life, and so charges the economic consumption of capital assets as they are 
used.   
 
The CFR includes any other long term liabilities (e.g. PFI schemes, finance leases).  Whilst 
these increase the CFR, and therefore the Council’s borrowing requirement, these types of 
scheme include a borrowing facility by the PFI, PPP lease provider and so the Council is not 
required to separately borrow for these schemes.   
 

2018/19 
Actual 

£m 

2019/20 
Forecast 

£m 

Capital Financing Requirement 
(CFR) 

2020/21 
Estimate 

£m 

2021/22 
Estimate 

£m 

2022/23 
Estimate 

£m 
892.284 1364.012 CFR - services 2274.180 2502.216 2566.658 

Movement in CFR represented by: 

194.834 484.470 Net financing need for the year 923.042 239.783 76.245 

 
(11.496) (12.742) 

Less MRP, other financing 
movements (12.874) (11.748) (11.802) 

183.338 471.728 Movement in CFR 910.168 228.035 64.443 
 

A key aspect of the regulatory and professional guidance is that elected members are 
aware of the size and scope of any commercial activity in relation to the authority’s 
overall financial position.  The capital expenditure figures shown above demonstrate the 
scope of this activity and proportionality to the Council’s remaining activity. 
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D Gross Borrowing Requirement  
 

There is a clear linkage between the authority’s capital financing requirement indicators 
and its gross external borrowing.  Within the code there is a key indicator of prudence that 
ensures that, over the medium term, gross borrowing is only for a capital purpose.  This 
can be demonstrated by comparing gross external borrowing shown in the table below to 
the total CFR in the preceding year plus the estimates of any additional CFR for the current 
and next two financial years. Gross external borrowing should not exceed this limit except 
in the short term.  There is some flexibility for limited early borrowing for future years, but 
ensures that borrowing is not undertaken for revenue purposes.  
 
The Council’s treasury portfolio position at 31 March 2019, with forward projections are 
summarised below.  The table shows the actual external debt (the treasury management 
operation), against the underlying capital borrowing need (the Capital Financing 
Requirement (CFR)), highlighting any over or under borrowing:  

 
2018/19  
Actual  

£m 

2019/20  
Forecast  

£m 

 
Current Portfolio Position 

2020/21  
Estimate 

£m 

2021/22  
Estimate 

£m 

2022/23  
Estimate 

£m 
721.042 870.679  Debt at 1 April 1342.407 2252.575 2480.610 

149.637 471.728  Expected change in Debt 910.168 228.035 64.442 

870.679 1342.407 External Debt at 31 March 2252.575 2480.610 2545.052 

3.782 3.656  Other LT Liabilities (OLTL) 12.521 3.376 3.221 

874.461 1346.063 Actual Debt at 31 March 2265.096 2483.986 2548.273 

892.284 1364.012 Capital Financing Requirement 2274.180 2502.216 2566.658 

17.823 17.949 Under / (over) borrowing 9.084 18.230 18.385 
  

The level of debt relating to invest to save programme is: 
2018/19  
Actual  

£m 

2019/20  
Forecast  

£m 

 
External Debt for invest to 

save programme 

2020/21  
Estimate 

£m 

2021/22  
Estimate 

£m 

2022/23  
Estimate 

£m 
171.296 439.080  Debt at 1 April 875.866 220.990 68.594 

88% 91%  Percentage of total external 
debt % 

95% 92% 90% 

 
The Section 151 Officer reports that the Council complied with this prudential indicator in 
the current year and does not envisage difficulties for the future.  This view takes into 
account current commitments, existing plans, and the proposals in this budget report. 
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E Impact of Capital Investment Decisions on Council Tax 
 

The other indicator of affordability is the estimate of the incremental impact on Council 
Tax, over and above capital investment decisions that have previously been taken by the 
Council. This indicator identifies the revenue costs associated with proposed changes to 
the three year capital programme recommended in this budget report compared to the 
Council’s existing approved commitments and current plans.  The assumptions are based 
on the budget, but will invariably include some estimates, such as the level of Government 
support, which are not published over a three year period.  The indicator is intended to 
show the effect on Council Tax of approving new capital expenditure in the capital 
programme. 
 

2018/19 
Actual 

£ 

2019/20 
Forecast 

£ 

Impact of capital 
investment decisions for 

band D Council Tax 

2020/21 
Estimate 

£ 

2021/22 
Estimate 

£ 

2022/23 
Estimate 

£ 
16.01 29.19 Unsupported Borrowing 35.83 15.10 6.48 
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F Authorised Limit for External Debt 
 
A further key prudential indicator represents a control on the maximum level of borrowing.  
This represents a limit beyond which external debt is prohibited, and this limit needs to be 
set or revised by the full Council.  It reflects the level of external debt which, while not 
desired, could be afforded in the short term, but is not sustainable in the longer term.   
 
The authority has to set an Authorised Limit, which is the statutory maximum borrowing 
permitted, and an Operational Boundary, which is the normal level of borrowing expected, 
for external debt.  This is a 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. 
 
The Authorised Limits set out below are consistent with the authority’s current 
commitments, existing plans and the proposals set out in this report for the capital 
expenditure and financing, and with its approved treasury policy statement and practices. 
They are based on the most likely, prudent, but not worse case scenario, with sufficient 
headroom over and above this to allow for operational management recognising that 
during the year it may be necessary to exceed the operational boundary in order to take 
advantage of interest rate movements or to accommodate unusual cash flow movements.  
 

2018/19 2019/20  2020/21 2021/22 2022/23 
Actual Forecast  Authorised Limit Estimate Estimate Estimate 

£m £m for External Debt £m £m £m 
981.512 1500.414 Borrowing 2501.589 2752.437 2823.324 

3.782 3.656 Other Long Term Liabilities 12.521 3.379 3.221 
985.294 1504.070 Total Authorised Limit 2514.119 2755.813 2826.545 

 
In agreeing these limits, it should be noted that the Authorised Limit for 2020/21 will be 
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.  This indicator being the 
maximum limit the Council may borrow at any point in time in the year. If borrowing above 
this level were needed a report would go to Executive Board for authorisation to increase 
the limit. 
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G Operational Boundary for External Debt 
 
The operational boundary is a key management tool for in-year monitoring. Temporary 
breach of the operational boundary will not in itself be a cause for concern, although a 
sustained breach might indicate an underlying issue that would need investigation and 
action. 

 
The Operational Boundaries below are based on the Authorised Limit, estimating the 
authority’s most likely level of borrowing and leasing each year. It includes long term 
borrowing to fund capital and short term borrowing to meet day to day variations in cash 
flow but without the additional headroom. 
 
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. 
 

2018/19 
Actual 

£m 

2019/20 
Forecast  

£m 

 
Operational Boundary 

2020/21 
Estimate 

£m 

2021/22 
Estimate 

£m 

2022/23 
Estimate 

£m 

902.284 1374.012 Borrowing 2284.180 2512.216 2576.658 

3.782 3.656 Other long term liabilities 12.521 3.376 3.221 

906.066 1377.668 Total 2296.701 2515.592 2579.879 
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Treasury management indicators for debt 
 
There are three debt related treasury activity limits.  The purpose of these are to restrain 
the activity of the treasury function within certain limits, thereby managing risk and 
reducing the impact of any adverse movement in interest rates.  However, if these are set 
to be too restrictive they will impair the opportunities to reduce costs / improve 
performance.  The indicators are: 
 

H Maturity structure of debt  
 
It is recommended that the Council sets upper and lower limits for the maturity structure 
of its debt for the forthcoming year as follows: 
 
Maturity Structure Lower Limit Upper Limit 
 Fixed Variable Fixed Variable 
Under 12 months  0% 0%  30% 40% 
12 months to 2 years  0% 0%  30% 0% 
  2 years to   5 years  0% 0%  35% 0% 
  5 years to 10 years  0% 0%  30% 0% 
10 years to 20 years 40% 0% 100% 0% 
20 years to 30 years 40% 0% 100% 0% 
30 years to 40 years 40% 0% 100% 0% 
40 years and above 40% 0% 100% 0% 

  
The above percentages are the ranges for the projected borrowing maturing in each year 
out of the total projected borrowing. The indicator is designed to be a control over the 
Council having large concentrations of fixed interest rate debt needing to be replaced at 
any one time and thus being at risk of having to borrow large amounts when interest rates 
may be unfavourable. 
 
Please note that the maturity structure guidance for lobo loans deems the maturity date 
to be the next call date which would account for £68.5m and 5.21% of the current loan 
portfolio.  The loans have remained as the expected maturity date, however, these loans 
could potentially be called by the lender within the next six month period but they are 
unlikely to do so due to the current low interest rate environment.   
 

I          Fixed interest rate exposure 
 
The table below shows the Council’s upper limit for fixed interest rate exposure for the 
next three years. This indicator shows the percentage of borrowing that can be undertaken 
at fixed interest rates. Up to 100% of borrowing can be at fixed interest rates. Again, this 
indicator is set at levels to reduce the risk from interest rate movements. 
 

Upper Limit –  
Fixed Interest Rate Exposure 

2020/21 
% 

2021/22 
% 

2022/23 
% 

Fixed Interest Rates 100 100 100 
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J Variable interest rate exposure 
 
The following indicator shows the percentage of borrowing that can be undertaken at 
variable interest rates. The purpose of the indicator is to restrict variable rate borrowing in 
order to reduce the risk from sudden movements in interest rates. The Council sets its 
upper limit for borrowing, reflecting variable interest rates less investments that are 
variable rate investments at 40%. 
 

Upper Limit –  
Variable Interest Rate Exposure 

2020/21 
% 

2021/22 
% 

2022/23 
% 

Variable Interest Rates 40 40 40 
 

K   Investment periods 
 
It is recommended that the Council sets a limit on the amount invested for periods longer 
than one year of £150m in total for 2020/21, with the maximum period for any one 
investment being ten years.  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. 
 

Upper Limit for Total Principal Sums Invested for 
over 365 days  

2020/21 
Estimate 

£m 

2021/22 
Estimate 

£m 

2022/23 
Estimate 

£m 
Investment 150.000 150.000 150.000 
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WARRINGTON BOROUGH COUNCIL  

FULL COUNCIL – 24 February 2020 

Report of Cabinet 
Member: 

Councillor C Mitchell, Deputy Leader and Cabinet Member, 
Corporate Resources 

 
Director: Lynton Green, Deputy Chief Executive and Director of Corporate 

Services 
 
Senior Responsible 
Officer: 

Lynton Green, Deputy Chief Executive and Director of Corporate 
Services 

Contact Details: Email Address: 
lgreen@warrington.gov.uk 

Telephone: 
01925 443925 

 
Key Decision No. N/A 

 
Ward Members: All 

 
TITLE OF REPORT:  2020/21 MEDIUM TERM FINANCIAL PLAN, DRAFT REVENUE BUDGET AND 

CAPITAL PROGRAMME 
 

1 PURPOSE 
 

1.1 The Council’s Constitution requires the Cabinet to recommend its annual Budget 
proposals, Capital Programme and proposed Council Tax to a full meeting of the Council. 
On 10 February 2020, the Cabinet agreed its proposals, and this report details those 
proposals for the Council’s consideration. It should be noted that alternative budget 
proposals may also be presented at the meeting for Members’ consideration. The report 
also outlines the prospects for the Council’s finances for the medium term. 

 
1.2 In agreeing its 2020/21 revenue budget, the Council is asked to consider the options set 

out in this report, and to have regard to the 2020/21 proposed Treasury Management 
Strategy which is the subject of a separate report on this agenda. 

 
 

mailto:lgreen@warrington.gov.uk
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2 CONFIDENTIAL OR EXEMPT 
 

2.1 The report is not confidential or exempt. 
 

3 2020/21 REVENUE BUDGET 
 

3.1 This report presents the Cabinet’s proposed 2020/21 budget which includes £14.1m of 
savings. These proposals build upon the work that has been undertaken by the Council in 
previous financial years to address budget challenges and to ensure that over the next 12 
months there will be a further underpinning of the Council’s medium term financial plan. 
This will enable the Council to deliver financial stability and investment opportunities 
through a long term efficiency programme based on sound financial management 
arrangements. 
 

3.2 The Cabinet Member, Corporate Resources has worked closely with officers over the past 
six months to formulate the 2020/21 budget. Spotlight Challenge Panel sessions were 
held at which Outcome Based Budget savings proposals were discussed. These sessions 
were led by the Cabinet Member, Corporate Resources, the Leader and the Deputy Leader 
of the Council and supported by the Director of Corporate Services. The principal features 
of the Outcome Based Budget approach are described in section 4 below. 
 

3.3 The formulation of the budget has been influenced by the continuation of the major cuts 
that National Government has imposed on Local Government since the 2010 Spending 
Review and given shrinking resources, an ambition to become financially sustainable 
through longer term planning rather than just one year planning. 

 
3.4 Warrington has one of the lower Council Tax levels of the 92 Unitary and Metropolitan 

Authorities and the 5th lowest in the North West (2019/20 figures). The table in Appendix 
1a shows Warrington’s Band D Council Tax in comparison with the North West Unitary 
and Metropolitan Authorities and the additional funding we would receive if our Council 
Tax was changed to their level. If Warrington increased its Council Tax to the same level 
as Liverpool we would raise an additional £14.5m every year and if we increased it to the 
average of North West Authorities we would raise an additional £3.6m a year. 

 
3.5 This highlights the issue surrounding the different levels of Council Tax raised by 

Authorities, and the unfair nature of the referendum limit (set at 2% for financial year 
2020/21). Applying the referendum limit, Liverpool is able to increase its Band D rate by 
£33.00, whereas Warrington is only able to increase its rate by £28.72 thereby increasing 
the gap between Authorities. 

 
3.6 Warrington has the 11th lowest Settlement Funding of all 92 Unitary and Metropolitan 

Authorities and the lowest in the North West. The Settlement Funding comprises non-
ringfenced government funding and the income we receive from the Business Rates 
Retention Scheme. Appendix 1b shows how we compare with other North West 
Authorities, and how much additional funding we would receive if Warrington received 
the amount of funding per dwelling received by other Authorities. Based on the average 
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amount of funding per dwelling for the North West Authorities we would receive an 
additional £41m. 
 

3.7 The Final Local Government Finance Settlement for 2020/21 was confirmed 6 February 
2020. Warrington’s Government funding has reduced by 1.1% (0.4m) in 2020/21 - 
equivalent to £2 per Warrington resident. An inflationary increase in Business Rates 
baseline and Revenue Support Grant has been largely offset by a decrease in New Homes 
Bonus funding. 
 

3.8 The Council has already made savings of £15.5m and £22.2m in 2018/19 and 2019/20. 
However, £43.1m of additional savings will also need to be made over the next four years, 
with £14.1m of savings needed in 2020/21 to balance the budget. Currently £14.1m of 
saving proposals have been identified for 2020/21 creating a balanced budget. Balancing 
of the budget does, however, require funding from reserves of £1.9m. Legislative and 
other unavoidable pressures which have been built into the budget total £20.0m in 
2020/21, a break-down of which can be seen in Appendix 2. Additional inflationary 
pressures (pay and sales inflation) total £1.1m. An analysis of the £14.1m saving proposals 
for 2020/21 is included in Appendix 3. 

 
3.9 The proposed budget for 2020/21 totals £139.983m and the Directorate analysis of the 

draft cash limited budget is shown below: 
 

 
 

3.10 A detailed analysis of these cash limits are provided in the budget book referenced at 
Appendix 9, to be sent under separate cover. 

 
3.11 The Director of Corporate Services has a statutory responsibility to report to Council, as 

part of his annual budget statement, on the adequacy of reserves and the robustness 
of budget proposals. A full risk assessment of all budget options has been undertaken to 
enable the Director of Corporate Services to discharge this responsibility. 

 
3.12 As always, the Council will work closely with staff and the Trade Unions to reduce the need 

for compulsory redundancies, which has worked well in recent years. It is estimated that 
the saving proposals will lead to a maximum reduction of around 50 posts, with the 
deletion of vacant posts and approval of voluntary redundancies keeping the need for 
compulsory redundancies to a minimum. 

 
 

Council Revenue Spending Plans 2019/20 2020/21
Cash Limit Cash Limit

Directorate Responsible Officer £000 £000
Corporate Services Director Corporate Services 2,740 7,967
Families & Wellbeing Directors Families & Wellbeing 103,854 112,461
Environment & Transport Director Environment & Transport 19,814 21,131
Growth Director Growth 3,231 3,425
Corporate Financing Director Corporate Services 3,359 (5,001)
Total 132,998 139,983
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4 OUTCOME BASED BUDGETING (OBB) PROCESS 
 

4.1 The Council operates an outcomes based approach to budgeting; the purpose being to 
provide a long term strategic and sustainable financial plan. Outcomes Based Budgeting 
(OBB) is a process designed to create a public sector that works better, costs less, focuses 
on delivering outcomes, puts citizens and their priority needs first and emphasises 
accountability and innovation. The process requires the Council to work across 
organisational boundaries, be proactive rather than reactive and encourages longer term 
planning and sustainability. 

 
4.2 The OBB approach is to identify and select areas to focus on and review the associated 

budgets to understand what is being spent, what services/functions are provided by this 
budget, how the services/functions are structured and how the spend relates to 
commissioning themes and priorities to ensure value for money can be demonstrated and 
a tangible benefit derived from outcomes. By use of this approach, budget pressures and 
saving proposals will be identified. 

 
4.3 The overall OBB ambition is that the Council will have developed a sustainable budget. In 

achieving this, the associated commissioning, budget and change processes will become 
ongoing systematic programmes of activity that run throughout the year(s). 

 
4.4 As the OBB process reflects a longer term scenario, it is recognised that many proposals 

will come to fruition later and therefore not generate savings or income until future years. 
Change and transformation projects may also require initial investment, facilitated 
through the ‘Invest to Save’ programme, to allow the project to take shape with the 
benefit of an increased payback once the project is complete. In these circumstances, bids 
have been made to draw down funds from the MTFP ‘smoothing’ reserve to pump prime 
proposals. The Council has additionally developed and had agreed by Cabinet an 
‘Enterprising Warrington Commercial Strategy’ as part of a coordinated approach to 
addressing lost government funding. 

 
4.5 As part of the OBB process Council budgets have been considered under the 

commissioning themes of: 
 

• Demand Management and Behaviour Change 
• Enterprise 
• Digital, Technology and Efficiency 

 
4.6 The Demand Management and Behaviour Change theme will examine relationships with 

the community to promote self-service, early intervention or prevention and also 
address high cost spend areas. 

 
4.7 The Enterprise theme will develop proposals for innovative investments, alternative 

delivery models and scope for further income generation. 
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4.8 The Digital, Technology and Efficiency theme will take forward the technology strategy to 
allow anytime/anywhere access for customers and workforce leading to increased 
flexibility and responsiveness and look for other organisational efficiencies. 

 
4.9 Proposals identified through the themes were challenged by the Cabinet and Senior 

Management through Spotlight Challenge Panels. The Panels offered the opportunity for 
Members to challenge how the proposals aligned with the Council’s priorities and what 
impact they would have on the outcomes for Warrington. Instead of a long list of cuts, 
the OBB approach has led to a more manageable list of transformational/enterprise 
savings which can deliver income to mitigate government cuts. A list of saving proposals 
is included at Appendix 3. 

 
4.10 As always, the Council works closely with staff and the Trade Unions. There is close 

involvement and regular meetings with Trade Unions throughout the year with the intent 
to minimize the number of redundancies. 

 
4.11 A separate examination was undertaken to look at the capital programme in detail to 

confirm that the capital schemes were aligned with the Council’s priorities and whether 
there were opportunities to remove or rephase capital schemes to release some of the 
revenue provision. 

 
Consultation and Engagement 

 
4.12 As part of the setting of a four year budget in 2016/17, it was agreed that in order to be 

meaningful, our approach to consultation and engagement will need to ensure that we 
seek feedback from all sections of the community in relation to any specific proposals 
that may affect them over the duration of the budget period, in turn enabling a more 
constructive, detailed and informed dialogue at the relevant point in time at the point 
when proposals for change are being formed. This approach will continue to apply. 

 
4.13 By law the Council has a duty to consult with local businesses on the overall annual 

budget and to this end local businesses have been invited to a breakfast meeting. In 
addition to the statutory meeting, sessions have been held with other groups including 
Trade Unions and the Third/Voluntary Sector. 

 
4.14 The Council is committed to being transparent about its income and expenditure and 

about changes to its financial position. To ensure that the public has greater visibility of 
the Council’s finances, in 2016/17, new pages were set up on the Council’s website to 
explain the detail of the Council’s budget in plain English. These pages are available 
via www.warrington.gov.uk/budget. As the Council’s financial position becomes more 
challenging it is important that we are responsive to this feedback and also that we 
address any misconceptions about our income, or what we spend public money on. 

 
4.15 Internally, there is a section on the Council’s intranet that sets out the budget challenge 

in more detail and that seeks to ensure our own employees have full visibility of the 
overall budget position, including any current and emerging savings proposals. This is 

http://www.warrington.gov.uk/budget
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designed to be supplementary to the usual face to face communication and consultation 
processes. In addition, information has and will continue to be circulated in the internal 
Council publication, Your Voice and via social media. 

 
5 MEDIUM TERM FINANCIAL PLAN 

 
5.1 The Final Settlement announcement 6 February 2020 confirmed details of the 

settlement funding levels, the continuation of the 2% referendum limit and the option 
to apply a 2% Adult Social Care council tax precept in 2020/21. This option reflects some 
acknowledgement by Central Government of the very serious spending pressures 
facing Local Government, especially around adult and children social care. However, it 
demonstrates a further short-term solution by Central Government with no clear 
commitment to future sustainability and shifts funding responsibility from Central 
Government to local tax payers. A longer-term solution is necessary given that demand, 
particularly for adult and children services, means that costs will continue to rise each 
year. 

 
5.2 The table below shows the Council’s forecasted budget position for the next four years. 

The funding position for 2021/22 to 2023/24 is an estimate based on previous years 
funding. Due to a number of budget pressures and a reduced funding position the 
Council will need to achieve savings of £43.1m over the next four years. This figure 
includes the 2020/21 budget gap of £14.1m. 

 

 
 

A synopsis of the above table is given below: 
 

• Inflation pressure - This has been calculated as 0% for price inflation and a 3% 
expected rise in Fees and Charges income. Pay inflation has been budgeted for as 
a 2% increase. It should be noted that in the event of a pay award in excess of this 
figure any additional cost will have to be met from reserves. It is estimated that 
£0.84m will be required for each 1% increase in pay. 

 
 

2020/21 2021/22 2022/23 2023/24
Ref £000 £000 £000 £000

Budget set for 2019/20 132,998   
In-year changes to funding -                 
Net Budget Brought Forward 132,998   154,112 168,544 177,940

1 Inflation pressure - Pay 1,696        1,696        1,696          1,696       
Inflation pressure - Fees & Charges (602) (602) (602) (602)

2 Additional budget pressures 20,020      13,338      8,302          7,882       

Total Budget Needed 154,112   168,544    177,940     186,916   

3 Funding 139,983   137,371    140,371     143,772   

Budget Shortfall 14,129      31,173      37,569       43,144     
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• Additional budget pressures - This consists of legislative and demand pressures 
and non-achievement of previously committed MTFP savings. For further detail for 
2020/21 see Appendix 2. 

 
• Funding - This shows the funding that will be received in 2020/21 and estimated 

funding for future years. This is made up of Council Tax, Business Rates, non-
ringfenced Government Grants and use of reserves. 

 
5.3 The graphics below show how the gross expenditure is currently distributed, and how 

the income received will change between 2019/20 and 2023/24. Benefits payments and 
the Dedicated Schools Grant have been removed from the graphics as funding received 
is passported directly out of the Authority. 

 
Gross Expenditure 2019-20 

 

 
 
  

1 16 31 46 61 76 91 106 121 136 151 166 181 196 211 226 241 256 271 286 301 1 2 3 4 5 6 7 8 9

2 17 32 47 62 77 92 107 122 137 152 167 182 197 212 227 242 257 272 287 302 10 11 12 13 14 15 16 17 18

3 18 33 48 63 78 93 108 123 138 153 168 183 198 213 228 243 258 273 288 303 19 20 21 22 23 24 25 26 27

4 19 34 49 64 79 94 109 124 139 154 169 184 199 214 229 244 259 274 289 304 28 29 30 31 32 33 34 35 36

5 20 35 50 65 80 95 110 125 140 155 170 185 200 215 230 245 260 275 290 305 37 38 39 40 41 42 43 44 45

6 21 36 51 66 81 96 111 126 141 156 171 186 201 216 231 246 261 276 291 306 46 47 48 49 50 51 52 53 54

7 22 37 52 67 82 97 112 127 142 157 172 187 202 217 232 247 262 277 292 307 1 2 3 4 5 6 7 8 9

8 23 38 53 68 83 98 113 128 143 158 173 188 203 218 233 248 263 278 293 308 10 11 12 13 14 15 16 17 18

9 24 39 54 69 84 99 114 129 144 159 174 189 204 219 234 249 264 279 294 309 19 20 21 22 23 24 25 26 27

10 25 40 55 70 85 100 115 130 145 160 175 190 205 220 235 250 265 280 295 310 28 29 30 31 32 33 34 35 36

11 26 41 56 71 86 101 116 131 146 161 176 191 206 221 236 251 266 281 296 311 37 38 39 40 41 42 43 44 45

12 27 42 57 72 87 102 117 132 147 162 177 192 207 222 237 252 267 282 297 312 46 47 48 49 50 51 52 53 54

13 28 43 58 73 88 103 118 133 148 163 178 193 208 223 238 253 268 283 298 313 1 2 3 4 5 6 7 8 9

14 29 44 59 74 89 104 119 134 149 164 179 194 209 224 239 254 269 284 299 314 10 11 12 13 14 15 16 17 18

15 30 45 60 75 90 105 120 135 150 165 180 195 210 225 240 255 270 285 300 315 1 2 3 4 5 6 7 8 9

Families & 
Wellbeing
£174.5m

Corporate 
Financing

£31.3m

Environment &
Transport

£30.7m

Corporate Services
£11.2m

Growth £3.8m
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Gross Income 2019-20 
 

 
 

Gross Income 2023-24 
 

 
 
  

1 16 31 46 61 76 91 106 121 136 151 166 1 8 15 22 29 36 43 50 57 64 71 78 85 92 99 106 113 120

2 17 32 47 62 77 92 107 122 137 152 167 2 9 24 39 54 69 84 107 58 65 72 79 86 93 100 107 114 121

3 18 33 48 63 78 93 108 123 138 153 168 3 10 25 40 55 70 85 108 59 66 73 80 87 94 101 108 115 122

4 19 34 49 64 79 94 109 124 139 154 169 4 11 26 41 56 71 86 109 60 67 74 81 88 95 102 109 116 123

5 20 35 50 65 80 95 110 125 140 155 170 5 12 27 42 57 72 87 110 61 68 75 82 89 96 103 110 117 124

6 21 36 51 66 81 96 111 126 141 156 171 6 13 28 43 58 73 88 111 62 69 76 83 90 97 104 111 118 125

7 22 37 52 67 82 97 112 127 142 157 172 7 14 29 44 59 74 89 112 63 70 77 84 91 98 105 112 119 126

8 23 38 53 68 83 98 113 128 143 158 173 1 9 17 25 33 41 1 9 17 25 33 41 1 5 9 13 17 21

9 24 39 54 69 84 99 114 129 144 159 174 2 10 18 26 34 42 2 10 18 26 34 42 2 6 10 14 18 22

10 25 40 55 70 85 100 115 130 145 160 175 3 11 19 27 35 43 3 11 19 27 35 43 3 7 11 15 19 23

11 26 41 56 71 86 101 116 131 146 161 176 4 12 20 28 36 44 4 12 20 28 36 44 4 8 12 16 20 24

12 27 42 57 72 87 102 117 132 147 162 177 5 13 21 29 37 45 5 13 21 29 37 45 1 3 5 7 9 11

13 28 43 58 73 88 103 118 133 148 163 178 6 14 22 30 38 46 6 14 22 30 38 46 2 4 6 8 10 12

14 29 44 59 74 89 104 119 134 149 164 179 7 15 23 31 39 47 7 15 23 31 39 47 1 3 5 7 1 3

15 30 45 60 75 90 105 120 135 150 165 180 8 16 24 32 40 48 8 16 24 32 40 48 2 4 6 8 2 4

* Other Unringfenced Grants £3.6m
*Revenue Support Grant £1.3m

Council 
Tax

£97.0m

Fees & Charges
£75.1m

Business 
Rates

£27.5m

Other Grants 
& 

Contributions
£28.6m

*RSG 
£1.3m

Other Govt Grants
£5.7m

Interest & 
Investment 

Income
£12.7m

* O U G
£3.6m

1 16 31 46 61 76 91 106 121 136 151 166 181 1 16 31 46 61 76 91 106 121 1 8 15 22 29 36 43 50

2 17 32 47 62 77 92 107 122 137 152 167 182 2 17 32 47 62 77 92 107 122 2 9 16 23 30 37 44 51

3 18 33 48 63 78 93 108 123 138 153 168 183 3 18 33 48 63 78 93 108 123 3 10 17 24 31 38 45 52

4 19 34 49 64 79 94 109 124 139 154 169 184 4 19 34 49 64 79 94 109 124 4 11 18 25 32 39 46 53

5 20 35 50 65 80 95 110 125 140 155 170 185 5 20 35 50 65 80 95 110 125 5 12 19 26 33 40 47 54

6 21 36 51 66 81 96 111 126 141 156 171 186 6 21 36 51 66 81 96 111 126 6 13 20 27 34 41 48 55

7 22 37 52 67 82 97 112 127 142 157 172 187 7 22 37 52 67 82 97 112 127 7 14 21 28 35 42 49 56

8 23 38 53 68 83 98 113 128 143 158 173 188 8 23 38 53 68 83 98 113 128 1 6 11 16 21 26 31 36

9 24 39 54 69 84 99 114 129 144 159 174 189 9 24 39 54 69 84 99 114 129 2 7 12 17 22 27 32 37

10 25 40 55 70 85 100 115 130 145 160 175 190 10 25 40 55 70 85 100 115 130 3 8 13 18 23 28 33 38

11 26 41 56 71 86 101 116 131 146 161 176 191 11 26 41 56 71 86 101 116 131 4 9 14 19 24 29 34 39

12 27 42 57 72 87 102 117 132 147 162 177 192 12 27 42 57 72 87 102 117 132 5 10 15 20 25 30 35 40

13 28 43 58 73 88 103 118 133 148 163 178 193 13 28 43 58 73 88 103 118 133 1 3 5 7 9 11 13 15

14 29 44 59 74 89 104 119 134 149 164 179 194 14 29 44 59 74 89 104 119 134 2 4 6 8 10 12 14 16

15 30 45 60 75 90 105 120 135 150 165 180 195 15 30 45 60 75 90 105 120 135 1 2 3 4 5 6 7 8

Council 
Tax

£110.3m

Fees & 
Charges
£84.6m

Business 
Rates

£33.2m

Other Grants & 
Contributions

£25.1m

Interest & Investment 
Income £12.7m

Other Government Grants £5.7m
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6 BUSINESS RATE RETENTION SCHEME 
 
6.1 The Business Rate Retention Scheme was implemented on 1 April 2013. 
 
6.2 Previously all income raised from Business Rates was transferred directly to Central 

Government and any surplus or shortfall would have no impact on the Council’s 
Funding. As part of the Business Rate Retention Scheme, 50% of all Business Rates 
are transferred to Local Authorities and any movement in business rates will have a 
direct funding impact. This is to provide a greater incentive for Local Government 
to increase the Business Rate income in their area. However, the value of business 
rates actually retained is dependent on whether an authority is a top-up or tariff 
authority. Warrington is a tariff authority. 

 
6.3 We are predicting an in-year deficit for Warrington in the 2019/20 financial year. This 

estimate will be distributed as part of our business rate funding for 2020/21. 
 
6.4 The Government’s March 2020 budget is likely to include a number of changes to 

Business Rates which will affect many businesses in Warrington. The proposed 
changes will include an increase in the level of the current Retail Discount scheme 
(the reduction increasing from 33% to 50%), new support to music venues and 
cinemas and a re-introduction of the £1000 discount to Pubs. 

 
Levy Payments & Mid-Mersey Business Rate Pool 

 
6.5 As part of the Business Rate Retention Scheme any authority classed as a tariff 

authority (i.e. the business rate collected is higher than the business rate funding due 
to the authority) is required to pay a levy payment to Central Government. 
Warrington’s levy for 2020/21 is calculated as 35%. 

 
6.6 Warrington has formed a Business Rate Pool with Halton Borough Council and St Helens 

Metropolitan Borough Council and as a result the levy payment that would have been 
due to Central Government will be distributed below, as agreed in the governance 
arrangements of the Pool: 

 
• 20% Economic Regeneration & Shared Working Fund 
• 30% Safety Net Reserve 
• 25% to Warrington Borough Council 
• 13% to Halton Borough Council 
• 12% to St Helens Metropolitan Borough Council 

 
6.7 The submission and authorisation of the NNDR1 return (which informs Central 

Government of the estimated Business Rate income for 2020/21 and the estimated 
deficit for 2019/20) was delegated to the Director of Corporate Services at Audit and 
Corporate Governance on 16 January 2020 and was authorised and returned to 
MHCLG on 31 January 2020. 
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7 CAPITAL STRATEGY 
 

7.1 Attached at Appendix 4 is the Council’s 2020/21 Capital Strategy. Appendix 4 also 
contains the Council’s 2020/21 – 2022/2023 Capital Programme, Flexible Use of Capital 
Receipts Strategy, Property Investment Strategy and Capital Strategy Indicators. The 
Capital Strategy is a new requirement for Councils from 1st April 2018 following the 
publication of the Revised Prudential Code of Capital Finance for Local Authorities in 
January 2018. 

 
8 COUNCIL TAX 
 
8.1 In 2019/20 Warrington increased the Council Tax by 2.98%. In the 2020/21 Final 

Settlement, Central Government confirmed the continuation of the 2% referendum limit 
for the Council precept plus an additional 2% adult social care precept. 

 
8.2 It is proposed that Warrington increase its precept by 3.98% in 2020/21 (Council precept 

1.98% plus adult social care precept 2%). This report is therefore based on an assumed 
3.98% Council Tax increase for 2020/21 and a 1.98% increase for each of the next 
three years. 

 
8.3 Appendix 6 shows the Council Tax resolution and confirms the 2020/21 proposed Council 

Tax increase is 3.98% and that a referendum is not required. 
 
8.4 If a revenue budget for Warrington is set at £139.983m then this would lead to a Council 

Tax requirement calculated as follows: 
 

 
 
8.5 However, the Council Tax increase is also dependent upon Cheshire Police Authority and 

Cheshire Fire & Rescue Authority precepts and where appropriate individual parish 
precepts. Taking these into account, if the Council Tax resolution at Appendix 6 is 
approved, the total Band D Council Tax will be as shown below. 

 

Council Tax Requirement 2020/21
£m

Council Net Budget 139.983
Less Revenue Support Grant -1.365
Less Business Rate Support Scheme Income -31.330
Less Other Government Grants -2.692
Less Use of Reserves -1.939
Council Tax Requirement 102.657

Less Surplus on Collection Fund -0.419

Council Tax Requirement after surplus 102.238

Tax Base 68,464

Band D Council Tax 1,493.31£       
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9 RESERVES 
 
9.1 The Local Government Act 2003 requires the Director of C o r p o r a t e  Services to 

report on the adequacy of reserves and provisions, and the robustness of budget 
estimates, as part of the annual budget setting process. 

 
9.2 Best practice guidance does not advise on the actual level of unallocated general 

reserves, but on the processes that should be in place. There is a broad range within 
which a Council might reasonably operate, depending on its particular 
circumstances and each Council should make its own judgement, based on the advice 
of its Chief Finance Officer. In making this decision the Director of Corporate Services 
takes account of strategic, operational and financial risks. The financial risks are 
assessed in the context of the Council’s overall approach to risk management. 

 
Statement o n  the Adequacy o f  Proposed Financial Reserves a n d  Robustness of 
Estimates 

 
9.3 It is the view of the Director of Corporate Services that the budget setting process and 

the information provided is sufficient to allow the Council to come to an informed view 
regarding the 2020/21 budget, capital programme and council tax requirement. 

 
9.4 The Council has always operated within tight financial constraints. As a consequence of 

increasing financial pressures and reductions in financial settlement from government 
these constraints continue. Robust budget monitoring and a thorough budget and 
financial planning process have allowed the Council to operate with a relatively low level 
of reserves. 

 
9.5 The Council’s financial planning processes enable issues with a significant financial 

impact to be highlighted by Directors in good time. The level of reserves is only adequate 
for the forthcoming financial year and financial planning period through the continuing 
commitment of Members, the Chief Executive and Directors to control spend within 
approved budgets. 

 
9.6 The Council is required to make financial provisions for known future liabilities or losses 

of uncertain timings or amount. These are reviewed on an ongoing basis and detailed in 
the annual Statement of Accounts. 

 

2019/20 2020/21 %
£ £ Increase

Warrington Borough Council 1,436.15 1,493.31 3.98        
Cheshire Police Authority 200.44    210.44    4.99        
Cheshire Fire Authority 77.74      79.29      1.99        
Sub-Total 1,714.32 1,783.03 4.01        
Parish Council (Average) 32.92      34.07      3.50
Total 1,747.24 1,817.10 4.00        
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9.7 An annual review of the Council’s reserves and balances has been undertaken as part of 
the annual financial planning exercise. This review has followed best practice guidance 
on Local Authority Reserves and Balances as required by the Local Government Act 2003. 

 
9.8 The review confirmed that there is currently sufficient resilience for the Council to meet 

the financial consequences of any unforeseen events. The Director of Corporate Services 
is satisfied that the Council’s ongoing approach to its reserves and provisions is robust. 
The Council’s strategic reserve is held at £4.7m (between 3% - 5% of the net budget 
requirement) and will ensure that the Council has adequate resources to fund 
unforeseen financial liabilities, and that the Council’s approach to general balances for 
2019/20 is deemed appropriate. The level of reserves and the movement in year are 
included at Appendix 5. 

 
9.9 The Council has in place well established robust and regular budget monitoring 

processes. These take account of the current level of reserves, the latest budget 
requirements calling on reserves to meet current commitments and to make 
contributions to reserves to meet future commitments. Approval to use or make 
contributions to reserves is given by the Director of Corporate Services as part of the 
regular budgetary process. 

 
9.10 The Director of Corporate Services has considered strategic, operational and financial 

risks in arriving at this statement. The financial risks have been assessed within the 
context of the Council’s overall approach to risk management. Account has also been 
taken of key budget assumptions and existing financial management arrangements. 
Savings proposals put forward by Directors have been subject to a full risk assessment 
and Equality Impact Assessments by the responsible Director. 

 
9.11 This statement of assurance is based on the 2020/21 and 2020/24 Medium Term Finance 

Plan (MTFP) contained in this report. Any significant changes to these proposals, changes 
to MTFP assumptions, or additional budget proposals require further full evaluation by 
the Director of Corporate Services before assurance could be given. 

 
10 BUDGET CONSULTATION 

 
10.1 Engagement with residents of Warrington, local businesses, council staff, elected 

members, partner agencies and other stakeholders is ongoing and continuous. A series 
of engagement events have been held with key groups including trade union 
representatives, local businesses and local third sector organisations. 

 
11 SCHOOLS BUDGETS 
 
11.1 The Dedicated Schools Grant (DSG) is the funding stream which supports individual 

school budgets, plus funding for many non-school educational activities. DSG is 
determined in specific blocks, as detailed below, 
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• Schools Block – supports mainstream activities in primary and secondary schools 

(i.e. basic school delegated budgets). With Schools Forum agreement, up to 0.5% 
may be transferred into the High Needs Block. This Block is calculated by applying 
Local Authority specific unit funding values to the Numbers on Roll in primary 
and secondary phases. 

 
• Early Years Block – supports nursery provision in dedicated nursery schools, 

nurseries attached to mainstream schools, and private, voluntary or independent 
nursery providers within the Authority’s boundaries. This Block is calculated by 
funding historical hourly activity totals at a predetermined hourly rate. There are 
separate funding streams for 2, 3 & 4 year-old pre-school students, and all settings 
are ultimately funded the same at each age point. 

 
• High Needs Block – intended to support special school budgets, Pupil Referral 

Units, designated/specialist provision in mainstream schools, pupil placement in 
independent schools or non-mainstream special schools outside of the home 
Authority. It also funds all Special Educational Needs requirements for Warrington 
pupils. This Block is partly funded by a formula based upon needs assessments 
(using factors such as population, deprivation data, child health indicators, 
disability allowances and attainment levels), and partly by the precedent of 
historic funding levels. 

 
• Central Services Block – allocation for central education functions. This has been 

aggregated from funding previously included in the other blocks. 
 

11.2 It is still the stated intention of Government that at some point in the future, Individual 
mainstream school budget allocations will be calculated nationally, using a standard 
formula approach, but presently, this national formula is being used to derive a per pupil 
funding rate for primary and secondary pupils, for each Authority. This is then applied to 
an updated pupil number count to determine a LA total. Presently, this total allocation is 
then divided between schools based upon an Authority’s own local formula. Warrington’s 
formula is designed to closely follow the national model, to avoid future turbulence. 

 
11.3 Initial DSG allocation for Warrington in 2020/21 is £177.5 million (see below). Not all of 

this will be managed by Warrington Borough Council; Academies will have their relevant 
funding paid directly, through a process known as recoupment. The High Needs Block 
will also be reduced ‘at source’ by £1,866,000 to reflect the places in other Local 
Authority settings taken by Warrington students. 
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11.4 The remainder of the schools’ allocation is through the mainstream Pupil Premium, 
based on historical pupil entitlement to Free School Meals (FSM), status as a Looked 
After/Adopted Child, or being from a Services family. Each qualifying student will attract 
varying bands of funding: 

 
Secondary FSM £ 935 
All other FSM £1,320 
Looked After Children (Pupil Premium Plus) £2,300 
Service Children £ 300 

 
11.5 The funding level of £2,300 for Pupil Premium Plus (which includes children in adoption 

and guardianship arrangements) was an increase of £400 on the pre-2018 figure. The 
other levels have remained unchanged since 2015/16. The total approximates to around 
£8.4 million for Warrington (including Academies). 

 
12 FINANCIAL CONSIDERATIONS 

 
12.1 The financial considerations are dealt with throughout the report. 

 
13 RISK ASSESSMENT 

 
13.1 The budget is prepared in accordance with detailed guidance and timetable to ensure 

that statutory requirements are met and a balanced budget is prepared that aligns 
resources with corporate objectives. 

 

Value
£

Census
Numbers

Total
£

2020/21 DSG
£

Schools Block (Primary) 4,108.26 17,782 73,053,080
Schools Block (Secondary) 5,190.27 12,268 63,674,232
Rates Funding (17/18 levels) 1,420,549
Split Site Funding 297,000
Growth Funding 993,074 139,437,935
Early Years Block 15 hr offer 3 & 4 4.38 3,276.05 8,178,987
Early Years Block extended 15 hr offer 3 & 4 4.38 1,743.79 4,353,547
Early Years Block 2 year old 5.36 472.33 1,443,063
Early Years Pupil Premium 127,133
Early Years Disability Access Fund 41,205
Nursery School Protection 69,953 14,213,888
High Needs Block 22,922,575
Central Services Block 30.26 30,050 909,313 909,313

177,483,711Total DSG (before recoupments for Academies and deductions for High Needs Places)



Agenda Item 5.2 

 

13.2 As part of the Outcome Based Budgeting process the risks of each savings proposal 
were discussed with the Spotlight Panel before being agreed, and these risks, along with 
the risk of slippage around the delivery of savings proposals will be closely monitored 
during the year. The Council already has robust systems in place for monitoring the 
delivery of savings and will continue to use the existing approach to ensure the 
delivery of savings throughout 2020/21. Large transformational or long running savings 
will be subject to full risk assessment. 

 
13.3 Due to the volatile nature of the Business Rates income the predictions of funding could 

change significantly from the estimates that were reported on the NNDR1 form. 
Although this is a high risk to the Council, any change from the current estimates will 
not alter the funding for 2020/21, but will be carried forward to 2021/22. The Business 
Rates income will be monitored throughout the year and will be incorporated into next 
year’s budget monitoring process. 

 
14 EQUALITY AND DIVERSITY / EQUALITY IMPACT ASSESSMENT 

 
14.1 The Finance Service undertakes Equality Impact Assessment in its wider functions. 

Service changes that emerge from proposals contained in the MTFP are subject to 
individual Equality Impact Assessments. 

 
14.2 All proposals put forward as part of the budget are subject to an Equality Impact 

Assessment during the Outcome Based Budgeting process. Each assessment will be 
reconsidered further before the implementation of any of the proposals and will 
follow the recognised consultation process for each specific activity. 
 

15 REASONS FOR RECOMMENDATION 
 

15.1 To fulfil the Council’s statutory responsibilities under the Localism Act 2011 of calculating 
a Council Tax requirement. 

 
16 RECOMMENDATION 

 

16.1 It is recommended that the Council: 
 

(i) note the consultation with the public, partners and business community 
set out in section 10 of this report in setting the 2020/21 budget. 

 
(ii) consider the Director of C o r p o r a t e  Services judgement on the robustness 

of the estimates made for the purposes of the budget calculation and the 
adequacy of the proposed financial reserves and following this consideration 
determine that the estimates are robust for this purpose and that the 
proposed financial reserves are adequate. 
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(iii) agree the Capital Strategy contained in Appendix 4 to this report. 
 

(iv) agree the 2020/21 – 2022/23 Capital Programme and funding arrangement 
contained in Appendix 4 to this report. 

 
(v) agree the Flexible Use of Capital Receipts Strategy contained in Appendix 4 to 

this report. 
 

(vi) agree the Property Investment Strategy contained in Appendix 4 to this report. 
 

(vii) agree the 2020/21 revenue budget of £139.983m set out in section 3 of this 
report. 

 
(viii) note at the Audit & Corporate Governance Committee meeting of 16 January 

2020, the 2020/21 tax base was set at 68,464. 
 

(ix) note the calculation of the Council Tax as directed by section 3A of the Local 
Government Finance Act 1992 contained in section 8 of this report. 

 
(x) adopt the formal Council Tax Resolution requiring Council Tax to be increased 

by 3.98% (Council precept 1.98% plus adult social care precept 2%) to a Band D 
of £1,493.31 set out in Appendix 6, and note that votes will be recorded on this 
resolution. 

 
17 BACKGROUND PAPERS 

• 2020/21 MTFP Papers 
• 2020/24 MTFP Report to Cabinet 10 February 2020 

 
Contacts for Background Papers: 

Name E-mail Telephone 
Stephen Owen sowen1@warrington.gov.uk 01925 443852 
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Appendix 1a – North West Authorities Band D Council Tax 
 

 
 
 
  

Authority Local Services
Band D 

(£)

Funding 
(£m)

Trafford 1,279.79 -10.616
Wigan 1,290.03 -9.920
Manchester 1,350.90 -5.788
Halton 1,419.08 -1.159
Warrington 1,436.15 0.000
St Helens 1,446.05 0.672
Cheshire East 1,446.27 0.687
Tameside 1,455.18 1.292
Bolton 1,471.92 2.428
Knowsley 1,485.08 3.322
Cheshire West & Chester 1,491.12 3.732
Wirral 1,523.42 5.925
Bury 1,550.94 7.793
Blackpool 1,556.31 8.158
Salford 1,562.15 8.554
Rochdale 1,566.93 8.879
Sefton 1,570.30 9.108
Oldham 1,593.12 10.657
Stockport 1,625.67 12.867
Liverpool 1,650.06 14.523
Average 1,488.52 3.556
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Appendix 1b – Settlement Funding Per Dwelling 
 

 
 
 
  

 
Authority

Settlement 
Funding per 
Dwelling (£)

Funding
(£m)

Cheshire East 239 -9.940
Warrington 346 0.000
Cheshire West and Chester 351 0.464
Stockport 508 15.049
Trafford 534 17.464
Bury 633 26.661
Sefton 702 33.071
Wigan 760 38.459
Wirral 779 40.224
St Helens 787 40.967
Tameside 812 43.289
Bolton 831 45.054
Blackpool 871 48.770
Halton 890 50.535
Salford 959 56.945
Rochdale 996 60.382
Oldham 1,006 61.311
Liverpool 1,133 73.108
Manchester 1,234 82.491
Knowsley 1,387 96.704
Average 788 41.050
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Appendix 2a – Pressures by Directorate 
 

 
 
  

Directorate Pressures

Ref. Pressures 2020/21 2021/22 2022/23 2023/24
£000 £000 £000 £000

Corporate Services
1 Business Transformation 1,500     -             -             -             
2 Benefits - Reduction in Administration Grant funding from 

DWP & MHCLG
290        -             -             -             

3 MS Enterprise Software Agreement 177        167        -             -             
4 All out elections 150        -             -             -             
5 Capitalisation to new office project - reversal of one off 

saving in 2019/20
100        -             -             -             

6 St Werburgh's - reversal of one off saving in 2019/20 25          -             -             -             
Total 2,242     167        -             -             

Families & Wellbeing
7 ASC Care Puchase - inflation pressures - provider fee 

increases - pressure as per 19/20 initial forecast following 
zero based review

2,700     -             -             -             

8 External Agency Placements - pressure as per 19/20 
forecast

1,898     600        300        150        

9 National Living Wage - Provider fee increases 1,867     2,121     2,083     2,144     
10 Care purchase pressure 1,200     3,000     3,500     4,000     
11 Admin & Enabling service - reversal of saving in 2019-20 

and SARC contact increase
749        -             -             -             

12 Mental Health & Learning Disability transitional client 
costs 

600        1,000     1,000     1,000     

13 Fostering Allowances - pressure as per 19/20 forecast 577        50          50          50          
14 Independent Living Fund - grant ceased 527        -             -             -             
15 CYPS Transport - Home to SEN/School 370        100        50          50          
16 Permanency & Child Arrangement Orders - pressure as per 

19/20 forecast
325        150        175        200        

17 School Meals Service 200        -             -             -             
18 Adoption - Together for Adoption - pressure as per 19/20 

forecast
63          -             -             -             

19 ASC Transport relating to CHC income by CCG, service 
stopped

50          -             -             -             

20 Mockingbird 50          50          (100) -             
21 Increased legal fee costs for Children in Care - pressure as 

per 19/20 forecast
50          50          50          50          

22 Increased Legal Fee costs for Public Protection 50          -             -             -             
23 Not Too Tame Theatre Contract 41          2            (21) (22)
24 Marketing Cheshire 19          -             (19) -             

Total 11,336   7,123     7,068     7,622     
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Appendix 2a – Pressures by Directorate (cont’d) 
 

 
 
 
 
  

Directorate Pressures

Ref. Pressures 2020/21 2021/22 2022/23 2023/24
£000 £000 £000 £000

Environment & Transport
25 Waste 1,200     200        200        200        
26 Maintenance of Park Development Sites 170        -             -             -             
27 Living Wage across Facilities and Other Services in 

Environment & Transport
150        -             -             -             

28 Events Management 150        (100) -             -             
29 Time Square Multi Storey Car Park 107        -             -             -             
30 Maintenance of Depots 100        -             -             -             
31 Town Hall - Pay & Display 70          30          -             -             
32 Winwick St - Pay & Display 70          30          -             -             
33 Climate Commission 69          -             -             -             
34 Maintenance of Real Time Passenger Transport 

Information System
52          -             -             -             

35 Bus Lane Enforcement on current sites - reversal of saving 
in 2020/21

-             200        200        -             

36 Bus Lane Enforcement on new sites - reversal of saving in 
2020/21

-             -             60          60          

37 Section 106 Finances - reversal of saving in 2019/20 -             -             32          -             
Total 2,138     360        492        260        

Corporate Financing
38 Capital Financing Costs 3,554     1,200     572        -             
39 Housing Benefit Subsidy Reduction 750        -             -             -             
40 MRP saving - use of capital receipts - reversal of saving in 

2019/20
-             4,000     -             -             

41 Local Authority Energy Company -             440        -             -             
42 Causeway Park - leases -             48          170        -             

Total 4,304     5,688     742        -             

Grand Total 20,020   13,338   8,302     7,882     
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Appendix 2b – Pressures by Theme 
 

 
 
  

OBB Theme Pressures

Ref. Pressures 2020/21 2021/22 2022/23 2023/24
£000 £000 £000 £000

Demand Management and Behaviour Change
1 ASC Care Puchase - inflation pressures - provider fee 

increases - pressure as per 19/20 initial forecast following 
zero based review

2,700     -             -             -             

2 External Agency Placements - pressure as per 19/20 
forecast

1,898     600        300        150        

3 National Living Wage - Provider fee increases 1,867     2,121     2,083     2,144     
4 Care purchase pressure 1,200     3,000     3,500     4,000     
5 Housing Benefit Subsidy Reduction 750        -             -             -             
6 Admin & Enabling service - reversal of saving in 2019-20 

and SARC contact increase
749        -             -             -             

7 Mental Health & Learning Disability transitional client 
costs 

600        1,000     1,000     1,000     

8 Fostering Allowances - pressure as per 19/20 forecast 577        50          50          50          
9 Independent Living Fund - grant ceased 527        -             -             -             

10 CYPS Transport - Home to SEN/School 370        100        50          50          
11 Child Arrangement Orders - pressure as per 19/20 forecast 325        150        175        200        
12 Benefits - Reduction in Administration Grant funding from 

DWP & MHCLG
290        -             -             -             

13 School Meals Service 200        -             -             -             
14 MS Enterprise Software Agreement 177        167        -             -             
15 All out elections 150        -             -             -             
16 Capitalisation to new office project - reversal of one off 

saving in 2019/20
100        -             -             -             

17 Adoption - Together for Adoption - pressure as per 19/20 
forecast

63          -             -             -             

18 ASC Transport 50          -             -             -             
19 Mockingbird 50          50          (100) -             
20 Increased legal fee costs for Children in Care - pressure as 

per 19/20 forecast
50          50          50          50          

21 Increased Legal Fee costs for Public Protection 50          -             -             -             
22 Not Too Tame Theatre Contract 41          2            (21) (22)
23 St Werburgh's - reversal of one off saving in 2019/20 25          -             -             -             
24 Marketing Cheshire 19          -             (19) -             
25 MRP saving - use of capital receipts - reversal of saving in 

2019/20
-             4,000     -             -             

Total 12,828   11,290   7,068     7,622     



Agenda Item 5.2 

 

Appendix 2b – Pressures by Theme (cont’d) 
 

 
 
 
 
 
 

OBB Theme Pressures

Ref. Pressures 2020/21 2021/22 2022/23 2023/24
£000 £000 £000 £000

Enterprise
26 Capital Financing Costs 3,554     1,200     572        -             
27 Waste 1,200     200        200        200        
28 Maintenance of Park Development Sites 170        -             -             -             
29 Living Wage across Facilities and Other Services in 

Environment & Transport
150        -             -             -             

30 Events Management 150        (100) -             -             
31 Time Square Multi Storey Car Park 107        -             -             -             
32 Maintenance of Depots 100        -             -             -             
33 Town Hall - Pay & Display 70          30          -             -             
34 Winwick St - Pay & Display 70          30          -             -             
35 Climate Commission 69          -             -             -             
36 Maintenance of Real Time Passenger Transport 

Information System
52          -             -             -             

37 Local Authority Energy Company -             440        -             -             
38 Bus Lane Enforcement on current sites - reversal of saving 

in 2020/21
-             200        200        -             

39 Bus Lane Enforcement on new sites - reversal of saving in 
2020/21

-             -             60          60          

40 Causeway Park - leases -             48          170        -             
41 Section 106 Finances - reversal of saving in 2019/20 -             -             32          -             

Total 5,692     2,048     1,234     260        

Digital, Technology & Efficiency
42 Business Transformation 1,500     -             -             -             

Total 1,500     -             -             -             

Grand Total 20,020   13,338   8,302     7,882     
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Appendix 3a – Savings by Directorate 
 

 
 
 
 

Directorate Savings

Ref. Savings Proposal 2020/21 2021/22 2022/23 2023/24
£000 £000 £000 £000

Corporate Services
1 All out elections - reversal of pressure in 2019/20 (£50k) and 

2020/21 (£150k)
50          150        -             -             

2 Reduce cost to Authority of training through increasing 
income and reducing external spend

25          -             -             -             

3 Business Transformation - reversal of pressure in 2020/21 -             1,500     -             -             
Total 75          1,650     -             -             

Families & Wellbeing
4 Demand management reviews 1,250     800 750 700
5 ASC income maximisation - changes to financial

assessment
524        572 -             -             

6 ASC contract efficiencies 500        500 300 300
7 Assistive Technology and Telecare Project 300        -             -             -             
8 Service redesign / restructure programme 250        -             -             -             
9 Out of Borough Placements Project  180        -             -             -             

10 Senior Management Restructure 180        -             -             -             
11 Mocking Bird Project 156        310 -             -             
12 Residential Homes staffing restructure 105        -             -             -             
13 Quality Assurance & Monitoring service review 50          -             -             -             
14 Families First Out of Hours Service reduction of support 45          -             -             -             
15 Play & Sensory Centre staff review 35          -             -             -             
16 Families First Performance Officer (removal of vacant post) 30          -             -             -             
17 Participation Officer staff review 20          -             -             -             
18 No Wrong Door Initiative -             454 454 -             

Total 3,625     2,636     1,504     1,000     

Environment and Transport
19 Bus Lane Enforcement on current sites 400        -             -             -             
20 Increase Green Waste Charges above inflation 150        -             -             -             
21 Bus Lane Enforcement on new sites 60          60          -             -             

Total 610        60          -             -             

Corporate Finance
22 Strategic Investment 8,050     -             -             -             
23 Solar Farms 865        805        945        -             
24 Causeway Park - leases 444        -             -             -             
25 Local Authority Energy Company 360        -             -             -             
26 Housing Company 100        250        -             -             

Total 9,819     1,055     945        -             
Grand Total 14,129   5,401     2,449     1,000     
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Appendix 3b –Savings by Theme 
 

 
 
  

OBB Theme Savings

Theme Directorate Savings Proposal 2020/21 2021/22 2022/23 2023/24
Ref. Ref. £000 £000 £000 £000

Demand Management and Behaviour Change
1 FWB 4 Demand management reviews A  programme of activity in adult social care – 

working with people in need of care and support 
and their communities on keeping people 
independent and local for longer in their own 
communities, with just enough support when and 
where they need it and to restore people to their 
local areas instead of out of area where 
appropriate and safe to do so. A targeted 
approach to reviews of high cost packages of care.

1,250     800        750        700        

2 FWB 5 ASC income maximisation - changes to financial 
assessment

Changes to financial assessment to include higher 
rate benefits and remove standard disregards.  
Subject to full consultation and Cabinet decision - 
proposal to consult July 2020 with implementation 
from October 2020.  Note:  figures quoted assume 
full implementation for new and existing service 
users.

524        572        -             -             

3 FWB 6 ASC contract efficiencies Ongoing programme of contract efficiencies 
including Catalyst , primarily review of block 
arrangements, tendering and decommissioning.

500        500        300        300        

4 FWB 7 Assistive Technology and Telecare Project Service review of telecare model to further client 
independence.  Acknowledged that primary 
financial benefit is cost avoidance (reported 
separately).  Forecast based on replacement of 
care with technology (partic sleep projects) and 
some individual cases.  LD Review of Overnight 
Support Project has mobilsed and scope/plan 
agreed to undertake comprehensive needs 
analysis and mobilise pilot from Autumn 2019.

300        -             -             -             
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Appendix 3b –Savings by Theme cont’d 
 

 
 
  

OBB Theme Savings

Theme Directorate Savings Proposal 2020/21 2021/22 2022/23 2023/24
Ref. Ref. £000 £000 £000 £000

5 FWB 8 Service redesign / restructure programme Programme approach to restructures and 
redesigns to deliver staffing savings. Phase 2 
Safeguarding and QA, Intermediate Care remodel 
and Assisted Living Service.

250        -             -             -             

6 FWB 9 Out of Borough Placements Project  Promote development of more services in the 
borough through ongoing purchase of houses with 
capital investment programme of £1.8m. Source 
larger scheme to deliver efficiencies at scale.

180        -             -             -             

7 FWB 10 Senior Management Restructure Senior management restructure as per the future 
proofing and sustaining our organisation 
consulatation agreed at Cabinet.

180        -             -             -             

8 FWB 11 Mocking Bird Project The Mockingbird fostering model is expected to 
help retain foster carers, reduce placement 
breakdowns and increase children’s reunifications 
with their birth families. The model should allow 
children with more complex needs to be fostered, 
and so move from residential care. The savings for 
the two year programme are based on the 
expectation that agency residential spend will be 
reduced.

156        310        -             -             

9 FWB 12 Residential Homes staffing restructure A formal staffing restructure is planned for late 
2020/21, for a new structure to be in place in April 
2021. In the interim, a transitional reshuffle will 
take place which will remove 3 posts soon to be 
vacant.

105        -             -             -             
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Appendix 3b –Savings by Theme cont’d 
 

 
 
  

OBB Theme Savings

Theme Directorate Savings Proposal 2020/21 2021/22 2022/23 2023/24
Ref. Ref. £000 £000 £000 £000

Demand Management and Behaviour Change
10 FWB 13 Quality Assurance & Monitoring service review Review to commence in January 2020. 50          -             -             -             
11 Corp Servs 1 All out elections - reversal of pressure in 2019/20 (£50k) 

and 2020/21 (£150k)
Removal of short term pressure to cover costs of 
2020/21 'all out' Council election.

50          150        -             -             

12 FWB 14 Families First Out of Hours Service reduction of support Review of overtime arrangements was undertaken 
in 2019 with reductions in support agreed. This 
has achieved savings in 2019/20 and is expected 
to realise further savings in 2020/21.

45          -             -             -             

13 FWB 15 Play & Sensory Centre staff review Review to commence to align families first 
resource with play and sensory, this is expected to 
make savings.

35          -             -             -             

14 FWB 16 Families First Performance Officer (removal of vacant 
post)

Performance Officer post in Families First 
removed.

30          -             -             -             

15 Corp Servs 2 Reduce cost to Authority of training through increasing 
income and reducing external spend

Centralise all training at St Werbergh's to provide 
a single comprehensive training offer to both 
internal and external customers.

25          -             -             -             

16 FWB 17 Participation Officer staff review A review has taken place. The option to move 
participation to Youth Service agreed by CEX and 
Lead Member.

20          -             -             -             

17 FWB 18 No Wrong Door Initiative The No Wrong Door model supports adolescents 
with complex needs and behaviours, who are in or 
on the edge of care. The model is expected to 
further reduce the number of children in care and 
decrease the use of external agency placements. 
The annual savings proposed (£454k) are based 
on No Wrong Door reducing the use of residential 
care.

-             454        454        -             

Total 3,700     2,786     1,504     1,000     
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Appendix 3b –Savings by Theme cont’d 
 

 
 
  

OBB Theme Savings

Theme Directorate Savings Proposal 2020/21 2021/22 2022/23 2023/24
Ref. Ref. £000 £000 £000 £000

Enterprise
18 Corp Fin 22 Strategic Investment Opportunity to invest to generate income. 8,050     -             -             -             
19 Corp Fin 23 Solar Farms Green energy self generation of the Council's 

electricity consumption requirements with savings 
achieved by a reduction in electricity costs.

865        805        945        -             

20 Corp Fin 24 Causeway Park - leases Income generated following acquisition of units. 444        -             -             -             
21 E & T 19 Bus Lane Enforcement on current sites Bus lane enforcement on selected roads in the 

town centre with access restricted to buses and 
emergency vehicles only. Income generated from 
issue of penalty charge notices.

400        -             -             -             

22 Corp Fin 25 Local Authority Energy Company Scope to form a joint venture energy company to 
develop green energy production for the sale of 
electricity to public sector bodies and the business 
community.

360        -             -             -             

23 E & T 20 Green Waste Charge Annual Green waste charge to increase. 150        -             -             -             
24 Corp Fin 26 Housing Company Evaluating the option of setting up a housing 

company to build houses in Warrington.
100        250        -             -             

25 E & T 21 Bus Lane Enforcement on new sites Bus lane enforcement on selected roads in the 
town centre with access restricted to buses and 
emergency vehicles only. Income generated from 
issue of penalty charge notices.

60          60          -             -             

Total 10,429   1,115     945        -             



Agenda Item 5.2 

 

Appendix 3b –Savings by Theme cont’d 
 

 
 
 
 
 
 

OBB Theme Savings

Theme Directorate Savings Proposal 2020/21 2021/22 2022/23 2023/24
Ref. Ref. £000 £000 £000 £000

Digital, Technology & Efficiency
26 Corp Servs 3 Business Transformation - reversal of pressure in 2020/21 Review and transformation of business systems 

and processes across the organisation.
-             1,500     -             -             

Total -             1,500     -             -             
Grand Total 14,129   5,401     2,449     1,000     
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WARRINGTON BOROUGH COUNCIL  
 
FULL COUNCIL - 24 February 2020 
 
Report of Cabinet 
Member: 

Councillor C Mitchell, Deputy Leader and Cabinet Member, 
Corporate Resources  
 

Director: Lynton Green, Deputy Chief Executive & Director of Corporate 
Services  
 

Senior Responsible 
Officer:  

Danny Mather – Head of Corporate Finance 
 
 

Contact Details: Email Address:    
dzmather@warrington.gov.uk 
 

Telephone:    
01925 442344 
 

Key Decision No. N/A 
 

Ward Members: 
 

All 

 
TITLE OF REPORT: CAPITAL STRATEGY 
         
1. PURPOSE 
 
1.1 To seek Full Council approval of the Council’s 2020/21 Capital Strategy which incorporates 

the 2020 – 2023 Capital Programme together with the Property Investment Strategy and 
the Capital Receipts Flexibilities Policy. 

  
2. CONFIDENTIAL OR EXEMPT 
 
2.1 This report is not confidential or exempt. 
 
3. INTRODUCTION AND BACKGROUND 
 
3.1 The Capital Strategy has been developed in line with the CIPFA Prudential Code for Capital 

Finance in Local Authorities 2017 and this is the third year Councils have been required to 
produce one. This Capital Strategy is intended to give a high level overview of how capital 
expenditure and financing plans are decided upon and provides the framework for the 
development, management and monitoring of the councils capital investment plans.  



 

 

 
3.2 The Capital Strategy focuses on core principles that underpin the Council’s three year 

capital programme as presented in this strategy. It gives a position statement with regards 
to capital expenditure and the resources available in terms of funding. The Strategy 
projects where the Council will be in three years’ time and how it will get there. It also 
focuses on the key issues and risks that will impact on the delivery of the Capital 
Investment Strategy and the governance framework required to ensure the Strategy is 
delivered. 

 
3.3 The Strategy maintains a strong and current link to the Council’s priorities and to its key 

strategy documents notably the Treasury Management Strategy, Asset Management 
Strategy, Property Investment Strategy, Medium Term Financial Strategy and the 
Corporate Plan.  

3.4 The Council already has a number of strategies in place which cover various aspects of 
spending. We appreciate that it can be difficult to understand how all of these elements 
mesh together to form a ‘whole’, which is where the Capital Strategy comes in. By bringing 
everything together in one document, we can show how the need to invest in assets. 

 
3.5  The Capital Strategy will play a key role in delivering the four key pledges of the Council’s 

Corporate Strategy with regards to: 
 

• Opportunities for the most vulnerable  
• Grow a strong economy for all  
• Build strong, active and resilient communities  
• Create a place to be proud of  

It will do this by investing in regeneration, housing, transport, social care, income 
generating invest to save schemes and the Wellbeing of the residents of Warrington. 
 

4. MATERIAL CHANGES TO STRATEGY 
 
4.1  This is the third year the Council has produced a Capital Strategy. The material changes 

that are included in the 2020/21 Strategy compared to the 2019/20 Capital Strategy are: 

1. The Council is continuing its successful policy of purchasing investment property 
funded by prudential borrowing. The surpluses earned will be invested in economic 
regeneration of the borough and in frontline services. A savings target of £7m is 
built into the MTFP for this. 

2. The policy is to be adopted of placing 15% of returns after the payment of finance 
costs into a reserve to meet future life cycle costs (maintenance, void periods, 
impairments) associated with property investment. This amount will be reviewed 
on an annual basis. 

3. The Council have had regard to the 2019 CIPFA Prudential Property Investment 
Guidance in formulating its 2020/21 Capital Strategy. 



 

 

 
5. 2020-2023 CAPITAL PROGRAMME 
 
5.1 The Council’s 2020-2023 Capital Programme, associated financing and Capital Flexibilities 

Polices is attached at Appendix 1 to this report. 
 
6. PROPERTY INVESTMENT STRATEGY 
 
6.1 The Council’s Property Investment Strategy is attached at Appendix 2 to this report. 
 
7. 2020 ASSET MANAGEMENT PLANNING 
 
7.1 The Council has a typical local authority property portfolio. This consists of operational 

property, investment property and property held for specific community or regeneration 
purposes. The Council has specific reasons for owning and retaining property: 

 
• Operational – supporting core business and service delivery 
• Investment – to provide a financial return to the Council 
• Community – to support specific local community projects 
• Regeneration – enabling strategic place shaping and economic growth  

 
7.2 In the context of the Property Investment Strategy, the Council is using capital to invest in 

property to promote regeneration in the borough and to generate a financial return.  
 
7.3 In July 2017, the Council adopted its first Property Investment Strategy. This proposed a 

formal approach to invest in property that provides a positive surplus/financial return. This 
is done by buying property that has a tenant who pays rent to the owner of the property 
– the landlord. The tenant needs to be of good financial standing and the property and 
lease must meet certain standards such as being in a commercially popular location and 
have a number of years left on the lease providing a certain and contractually secure rental 
income into the future.  

 
7.4 The Council funds the purchase of the property by borrowing. The rental income paid by 

the tenant must exceed the cost of repaying the borrowed money each year.  The annual 
surplus then supports the Council’s budget position, and enables the Council to continue 
to provide services for local people and promotes regeneration in the borough. 

 
7.5 Historically, property has proved to be one of, if not the best, investment in terms of capital 

growth over the last 50 years. If the Council owns the property for 20 years plus, and the 
property is managed and maintained appropriately, the Council can expect to see an 
increase in the value of the property as well as a net annual surplus of revenue. 

  



 

 

7.6 The formal Property Investment Strategy: 
 

• Sets out what the Council wants to achieve when acquiring property assets for 
investment purposes – primarily financial gain. 

• Identifies the issues of the economy, the general property market and the 
possible risks for the Council in acquiring investment property. 

• Clarifies the legal powers used to operate the Strategy and ensure continued 
compliance. 

• Identifies criteria for acquiring and owning property assets for investment 
purposes to ensure risks are minimised. 

• Includes an outline of the process involved in acquiring property assets for 
investment purposes. 

• Is part of a wider policy framework supporting what the Council does and why. 
 

7.7 Acquisition for investment and treasury management purposes, to generate an income 
stream is a natural progression from acquisition for regeneration purposes. The two can 
also be combined – a good example of this is the Council’s acquisition of DW Sport on 
Academy Way in September 2016, which offers a secure income stream and the option for 
future regeneration of a site adjacent to the Time Square development. 

 
7.8 The reasons for buying and owning property investments are primarily in this order: 
 

• Wellbeing of the residents of Warrington 
• Increase Gross Value Added (GVA) of Warrington 
• Financial gain to fund our services to local people 
• Market and economic opportunity – the time is right 
• Economic development and regeneration activity in Warrington 

 
OPERATING IN THE PROPERTY INVESTMENT MARKET 
 

7.9 Investment property will usually have a commercial occupier, paying a rent to the landlord. 
The better the covenant of the occupier, the more secure the rental income, the better 
the investment value and the yield obtainable in the open market. A tenant with a strong 
covenant and a long lease (10 years plus) with no break clause and with responsibility for 
repairing and maintaining the property, is the best type of investment.  

 
7.10 The UK commercial property investment market is very well established, attracts global 

investors and is defined as a ‘mature asset class’. It has a wide range of new and established 
investors including institutions, pension funds, specialist property companies, charities, 
family trusts and individuals.  

  



 

 

7.11 The Chartered Institute of Public Finance and Accountancy (CIPFA) defines investment 
property as “…used solely to earn rentals or for capital appreciation or both…”.  Returns 
from property ownership can be both income driven (through the receipt of rent) and by 
way of appreciation of the underlying asset value (capital growth). The combination of 
these is a consideration in assessing the attractiveness of a property for acquisition. 

 
7.12 Property prices and returns are a function of the property type, condition, use and location, 

together with the lease structure and covenant strength of the tenant (in the case of a let 
property). Lease contracts will reflect all liability and outgoings being the responsibility of 
the tenant.  

 
7.13 What should be sought by the Council are property investments which produce the best 

returns possible, whilst carrying an acceptable level of risk. The main mitigation measure 
in managing risk is to target investments which are let to ‘blue chip’ tenants, on relatively 
long leases with little or no landlord management involvement – typically the tenant is 
responsible for all property costs such as repair, maintenance and outgoings. In this way, 
the Council will be primarily buying a secure income stream and the buildings themselves 
become almost secondary considerations. 

 
7.14 Any property asset coming onto the market could be for a number of reasons. Investors 

seek to buy and sell in many different circumstances - rebalancing their portfolio, seeking 
cash to influence balance sheet or share price, requirement for a more “liquid” asset, short 
term investment taking advantage of small capital growth, moving into different property 
classes, etc.    

 
PRIORITIES & RISK IN PROPERTY INVESTMENT  
 

7.15 The priorities for the Council when acquiring property interests for investment purposes 
are (in order of importance): 

 
• Covenant Strength - in the case of a let property, the quality of the tenant and, 

more importantly, their ability to pay the rent on time and in full. The Council’s 
primary reason and objective for this strategy is financial gain. The underlying 
principles of a Property Investment Strategy imply, assume and default to 
nothing taking higher priority than financial gain. It is however worth noting 
that the Council, as a public body, may not wish to invest in properties where 
the occupiers are generally seen to be undertaking a business which is contrary 
to its corporate values. 

 
• Lease length - in the case of a let property, the unexpired length of the term of 

the lease or a tenant’s break clause is of key importance in ensuring that the 
landlord’s revenue stream is uninterrupted. The Council will take into 
consideration the risks associated with a tenant vacating and the potential to 
attract good quality replacements tenants at acceptable rental levels. Generally 
occupiers are moving away from 25 year leases which were more common back 



 

 

in the late twentieth century with 10 to 15 years now becoming more 
acceptable unless some form of lease break provisions are included in favour of 
the tenant. 

 
• Rate of return - the rate of return from the property (for example through 

annual rental incomes) will need to be equivalent or better to the returns that 
could be earned from alternate investments, such as placing monies on deposit, 
following adjustment for risks and potential growth. The property will also need 
to produce an annual return in excess of the cost of PWLB borrowing (interest 
only). 

 
• Risk – rate of return is one side of the coin; risk is the other. In general, the 

higher the sought level of return from an investment, the higher level of risk 
that it carries. For example, if a property is let at an attractive rent which would 
create a good return, it could still be risky if the tenant does not possess good 
covenant strength and could default at any time.  

 
• Lease Terms – The terms of leases vary and even those held on an 

“Institutionally acceptable basis” can be very different in nature particularly as 
such leases have developed over time. The Council is seeking to invest in 
modern leases with full repairing and insuring obligations on the Tenant and a 
full Service Charge recovery to include any management fees where applicable. 
This will ensure a certain income/return to the Council.  

 
• Growth - property has the potential for both revenue and capital growth. The 

Council will take into account that potential when assessing the strength of the 
investment opportunity. Property values can fall as well as rise and mechanisms 
to minimise revenue reductions should be identified. Generally the nature of 
standard, institutional leases is that rent review clauses are upward only which 
protects landlords from any downward pressure on rental income giving some 
security as to the level of income. 

 
• Location - should a tenant default or vacate, the location of the property is the 

key factor in influencing the ability to re-let and find another tenant. Location 
is also important when considering future redevelopment or regeneration 
opportunities. Ideally the Council will be able to undertake inspections and to 
deal with any management issues without the need to employ specialists or 
agents. Preference should be given to properties located within Warrington or 
in the wider north west of England. This does not prevent investment outside 
of Warrington, subject to the appropriate justification and business case and 
correct governance procedure. 

 



 

 

• Sector - information as to the sector of use of the property (e.g. office, retail, 
industrial, leisure) will assist in deciding on the risks associated with specific 
properties and the mix of sectors within the portfolio. 

 
• Building Age and Specification - in the case of a let property, whilst the Council, 

as an investor, may be principally concerned with the characteristics of the 
tenant and lease, the age and specification of the property will also affect the 
ability of the Council to let or sell the property in the future. It must also be 
taken into consideration in respect of the cost of protecting the investment. An 
example of this would be the undertaking of repairs and refurbishment if the 
cost cannot be fully recovered from the tenant. 

 
 RESERVE 
 
7.16 The Council from the surplus income it receives from commercial property will top-slice a 

proportion annually to go into a reserve. This reserve will act as a future sinking fund to 
fund future repairs and maintenance, void period and impairment losses. 

 
 MINIMUM REVENUE PROVISION (MRP) 
 
7.17 Per the Council’s MRP Strategy which is contained within the Council’s Treasury 

Management Strategy. The Council will pay no MRP on its property investment portfolio. 
The Council are forecasting its Property Investment Portfolio to increase in value over time 
and some of it may be sold and reinvested for a financial gain. Any fall in property values 
will either be charge to the financial reserve or future MRP may be charged just on the 
impairment amount.  

 
7.18  In summary, the strategy for acquiring investment property assets is therefore to: 
 

•  Increase the Wellbeing of the residents of Warrington 
• Seek property let to tenants who are of strong covenant strength and sound 

financial standing with at least more than five years remaining on an FRI lease. 
• Minimise risk. 
• Increase Gross Value Added (GVA) of the Warrington 
• Maximise rental income and minimise management costs to ensure the best 

return is generated. 
• Identify opportunities for future growth, redevelopment or regeneration via 

property in commercially popular or development areas. 
• Prioritise Warrington and the North West. 
• Pursue opportunities to increase returns and improve the investment value of 

commercial assets. 
  



 

 

Building Asset Maintenance Programme 
 

7.19 The Council has historical data on the property portfolio to assess building condition and 
backlog maintenance. Although this data collection is not done on a rolling annual basis of 
survey due to revenue cuts in recent years, the Council retains an annual building 
maintenance programme of revenue funding. This is primarily a response repairs budget 
with a specific statutory compliance budget alongside. There is no element of planned and 
structured maintenance as part of this budget. 

 
Building Maintenance Programme Revenue Funding 2020-21:  
 

7.20 The Council’s Building Maintenance Programme (BMP) is an annually revised programme 
of typically around £1.2 million per year. It is primarily directed at operational buildings 
(non-Housing) and excludes ring fenced funding. The BMP is structured to fund the 
following scope of work over the next three years with approximate allocations of funding 
typically: 

 
 Servicing and 

statutory 
 

Response repairs 
 

Total 
Operational business 
portfolio  

£300,000 £900,000 £1,200,000 per year 

Schools portfolio Funded through client 
directorate where local 

authority 

Funded through client 
directorate where local 

authority 

 

 
Building Maintenance Programme Capital Funding 2020-23: 
 

7.21 Allocation of capital to invest in and improve the operational business portfolio is 
prioritised through the corporate CIPG meetings. Bids and applications are made through 
a directorate process to approval at CIPG and then Cabinet. The schools that remain under 
jurisdiction of the local authority and not academy programme, are separately funded with 
current figures as shown below. The capital programme of spend on buildings is structured 
as follows: 

 
 Capital 

improvement 
 

Total 
Operational business 
portfolio  

£3,700,000 £3,700,000 

Schools portfolio £1,800,000 £1,800,000 
Total  £5,500,000 

 
Property Disposal Capital Receipts 

 
7.22 Traditionally local authorities have maintained a property review and disposal programme 

to rationalise property holdings and raise capital. This traditional approach has changed 
significantly in recent years for many Councils. Warrington reflects this national trend. 



 

 

 
7.23 In Warrington, property review and disposal programmes from 2006 onwards identified 

surplus or under used property. Our property disposal programme has resulted in capital 
receipts exceeding £13 million. This also enabled revenue savings (from the costs 
associated with empty or underused property) of around £1.5 million per year. 

 
7.24 This process of review and disposal continues. However, the disposal element is now much 

more focused on revenue rather than capital in line with financial requirements. 
 
7.25 Any surplus properties are prioritised to be used to generate revenue wherever possible. 

This can be done in a number of ways. For example rather than a freehold disposal, if there 
is an opportunity to improve Council services and generate revenue, this may be 
considered better value for the Council. This also means the Council retains ownership of 
the asset, ultimate control and long terms benefit for the town. 

 
7.26 All such decisions are ultimately taken by Cabinet or the Cabinet Member for Corporate 

Property in line with the Constitution and appropriate audit and governance structure. 
 
7.27 Based on recent years, future capital receipts will be formed around residential leasehold 

disposals (typically less than £1,000 each) and occasional windfalls from property where 
disposal is enabling of regeneration or last resort. 

 
 Capital Receipt Forecast 

2020-2023 
 

Total 
Property Disposal General £3,925,000 £3,925,000 
Other Receipts £4,750,000 £4,750,000 
Total  £8,675,000 

 
8. GOVERNANCE FRAMEWORK 
 
8.1 It is important given the risks surrounding Capital Projects that the appropriate 

Governance framework is in place hence the following processes are in place: 

• The Capital Strategy itself to be presented annually alongside the Medium Term 
Financial Strategy at Full Council for approval 

• All schemes and the overall Capital Programme are subject to approval by the 
Cabinet 

• Portfolio holders are assigned projects in line with their responsibilities 
• A senior officer group exists known as the Capital Investment Planning Group 

which is chaired by the Chief Executive. The group monitors the delivery of the 
capital programme on an ongoing basis. The group reports to Cabinet on a 
quarterly basis 

• The CIPG will receive post project completion reports to ensure that its limited 
resources have been used effectively 

• Directorate Departmental Management Teams must agree all deletions and 
additions to their directorate capital programme before they go to CIPG. Each 



 

 

departmental Management have a Capital Group that meets to review the 
Capital Programme on a monthly basis 

• The Capital Programme is guided by the Council’s Capitalisation Policy and 
Financial Procedure Rules of the Council 

• The Capital Programme is subject to Internal and External Audit Review 
• Scrutiny Committee can call in Cabinet Reports 

 
9. COMMERCIAL ACTIVITY 
 
9.1 The Council has a strong reputation throughout Local Government for its commercial 

approach to service delivery and have also advised other authorities in this this area. In 
2017 the Council was also used as a case study in the Local Government Association (LGA 
Publication) ‘’Enterprising Councils: Supporting Councils Income Generation Activity. 

 
9.2 The Council has a strong governance framework that goes beyond the regulatory codes. 

We have a Treasury Management Board (TMB) in addition to the common local 
government audit and corporate governance committees. The TMB is made up of leading 
councillors from across the political divide, members have been integral in translating 
vision into delivery –and senior council officers who meet to discuss new investment 
products in detail.   

 
9.3 Due diligence is of paramount importance. All of our commercial investments have 

individual business cases that are subject to thorough risk assessment and stress testing 
and we also stress test the whole investment portfolio to ensure all risks are captured and 
properly controlled. Where appropriate to the size and scale of the project we also 
commission independent technical and legal reviews. 

 
9.4 Project Groups are set up for all commercial schemes and on-going performance 

monitoring takes place after the scheme is completed and is reported to members and 
senior officers on an ongoing basis. 

 
9.5 Financial and social audits are carried out during the life cycle of investments. 
 
9.6 The Council follows a beyond prudence approach to governance of commercial activities. 

We ensure that all our commercial schemes are fully aligned with priority outcomes. 
 
9.7 Our innovative schemes form part of our Outcomes Based MTFP planning process, are 

subject to audit and assurance, stakeholder engagement and ongoing performance 
monitoring. 

 
9.8 The strength of our Governance Framework is best evidence by the fact that Council will 

be one of a few Councils to introduce the Revised Prudential Code and Treasury 
Management Code into our budget and strategies from 1st April 2018. 

 
9.9 The Council’s commercial approach is covered in the Council’s Commercial Strategy 



 

 

‘’Enterprising Warrington 2017 -20.’’ The strategy makes it clear that we will continue to 
invest wisely on a commercial basis and to take advantage of opportunities as they present 
themselves, supported by our robust governance process. 

 
COMMERCIAL ACTIVITY GOVERNANCE 
 

9.10 Due to the nature and associated risks of the Council’s Commercial Programme the Council 
have an increased Governance Framework for Commercial schemes. Whilst all Commercial 
Schemes following the same governance process as all other capital schemes due to the 
higher risk profile more stringent governance is followed. Appendix 3 to this report shows 
the governance process for commercial schemes. 

 
10. RISK APPETITE STATEMENT 2020 
 
10.1 This outlines Warrington Borough Council’s risk appetite with regard to its investment and 

commercial activities.  
 
10.2 For the purpose of this statement, we have adopted the Orange Book (UK government 

publication on the strategic management of risk within government) definition of Risk 
Appetite, namely “the amount of risk that an organisation is prepared to accept, tolerate, 
or be exposed to at any point in time.” It is important to note that risk will always exist in 
some measure and cannot be removed in its entirety. Additionally, in order to realise 
investment and commercial gains, one has to take some measure of risk. Therefore, risks 
need to be considered both in terms of threats to the Council as well as positive 
opportunities. It is worth noting that the Public Accounts Committee supports well-
managed risk taking across government, recognising that innovation and opportunities 
to improve public services requires risk taking, providing that the ability, skills, 
knowledge and training to manage those risks well exist within the organisation or can 
be brought to bear. 

 
10.3 Our risk appetite statement sets out how we balance risk and return in pursuit of achieving 

our objectives. It is intended to aid careful decision-making, such that the Council takes 
well thought through risks to aid successful delivery of its services and obligations, while 
also understanding the adverse aspects of risk undertaken and taking appropriate 
measures to mitigate these in line with its stated goals. Thereby, the Council’s risk 
judgements are more explicit, transparent and consistent over time. 

 
10.4 The risk appetite statement forms a key element of the Council’s governance and reporting 

framework and is set full Council, which also reviews the statement annually. In addition, 
the risk appetite will be considered annually and monitored on an ongoing basis by senior 
management, external risk advisors, Corporate Governance Group and the Audit & 
Corporate Governance Committee as appropriate. 

  



 

 

Relationship to Other Aspects of Risk Management 
 

10.5 It is important to note that the risk appetite is a high level view on the key areas of risk and 
the qualitative quantum therein that the Council is willing to accept in pursuit of its 
objectives. In this, it is different to other key aspects of risk management, primarily: 

 
• The risk universe – a detailed list of all the potential risks the Council is exposed 

to.  
• Risk capacity – the maximum level of risk the Council can run given its reserves, 

revenues, and access to funding, liquidity, regulatory and legal constraints, and 
any other restrictions. 

• Risk tolerance – the maximum amount and type of risk that the Council is willing 
to tolerate on a prudent assessment.  

 
10.6 The latter two are usually quantified and given as a series of limits and analyses.  
 
10.7 The risk appetite is also supported by the following: 
 

• The Council’s risk management framework 
• The governance structure and responsibilities 
• Risk reporting 
• Monitoring and escalation procedures 

 
10.8 It should be noted that aspects of these will be bespoke to individual areas where risk is 

undertaken, e.g. the treasury portfolio, loans made, housing etc.  
 

Risk Appetite 
 
10.9 In general, the Council’s risk appetite is expressed through its tolerance to risk in respect 

of capital preservation, meaningful liquidity and income volatility. The Council seeks to 
minimise its exposure to risks that are unwanted and unrewarded. Capital is managed 
centrally on an ongoing basis to ensure that there is sufficient liquidity in the short and 
medium term to meet costs and support front line services, as well as meeting long-term 
solvency and funding requirements.  

 
10.10 The Council is exposed to a range of broad buckets of risks: 
 

• Financial risks related to the investment of the Council’s assets and cash flow, 
market volatility, currency etc.  

• Macroeconomic risks related to the growth or decline of the local economy, 
interest rates, inflation and to a lesser degree, the wider national and global 
economy amongst others.  

• Credit and counterparty risks related to investments, loans to institutions and 
individuals and counterparties in business transactions. 



 

 

• Operational risks related to operational exposures within its organisation, its 
counterparties, partners and commercial interests 

• Strategic risks related to key initiatives undertaken by the Council such as 
significant purchases, new ventures, commercial interests and other areas of 
organisational change deemed necessary to help the Council meet its goals.  

• Reputational risks related to the Council’s dealings and interests, and the 
impact of adverse outcomes on the Council’s reputation and public perception.    

• Environmental and social risks related to the environmental and social impact 
of the Council’s strategy and interests. 

• Governance risks related to ensuring that prudence and careful consideration 
sit at the heart of the Council’s decision-making, augmented by quality 
independent advice and appropriate checks and balances that balance 
oversight and efficiency.  

 
10.11 Managing the Council’s risks is an area of significant focus for senior management and 

members, and the Council adopts an integrated view to the management and qualitative 
assessment of risk. 

 
10.12 The Council aims to minimise its exposure to unwanted risks – those risks that are not 

actively sought and which carry no commensurate reward for the Council – through a 
range of mitigation strategies to the extent that it is cost-effective to do so. Specifically, 
the Council has no appetite for reputational risk, governance risk and currency risk.  

 
10.13 For other risks, the Council’s appetite is as follows: 
 



 

 

Risk Appetite 
Financial  Moderate appetite for a range of asset 

classes, property and longer-term 
investments, subject to careful due 
diligence and an emphasis on security 
as well as matching with the Council’s 
required liquidity profile. Low appetite 
for capital growth oriented investments 
versus income generating investments. 
No appetite for currency risk, emerging 
markets and high volatility investments. 
 

Macroeconomic  High appetite for exposure to local 
economic growth. Moderate appetite 
for exposure to national and global 
growth. Low appetite for interest rate 
risk, and inflation risk. No appetite for 
geopolitical risks and tail risk events.  
 

Credit and counterparty  High appetite for investment grade or 
secured credit risk, as well as exposure 
to highly rated counterparties and 
financial institutions with strong 
balance sheets. Low appetite for 
unsecured non-investment grade debt. 
All subject to careful due diligence and 
an assessment of the transaction versus 
the Council’s resources, capacity, 
funding needs, broader goals and 
cashflow requirements.  
 

 



 

 

Operational Low appetite for BAU (Business as 
Usual) operational risks such as pricing 
errors, errors in administration, IT, 
cybersecurity etc.  The Council 
maintains Risk Registers for key 
initiatives and significant investments to 
assess and mitigate specific risks on a 
more granular level. Business continuity 
plans have also been established to 
mitigate external occurrences. No 
appetite for fraud, regulatory breaches 
and exceeding risk tolerances.  
 

Strategic High appetite for strategic initiatives, 
where there is a direct gain to the 
Council’s revenues or the ability to 
deliver its statutory duties more 
effectively and efficiently.    

Environmental and Social No appetite for environmentally 
negative risks. Low appetite for social 
risks, especially in the local region and 
always subject to full due diligence. 
 

 
Relationship with other processes 

 
10.14 Risk management is not a stand-alone discipline. In order to maximize risk management 

benefits and opportunities, it is integrated with existing business processes. 
 
10.15 Some of the key business processes with which risk alignment exists are: 
 

• Capital strategy 
• Medium Term Financial Plan 
• Internal Audit  
• Business Planning (including budget)  
• Performance Management  
• Treasury management 
• Council owned subsidiaries and joint ventures 
• External Audit Review 
• Credit Rating 

 
10.16 The Council is one of a handful of authorities to have a Moody’s (one of the world’s leading 

credit rating agencies) credit rating. The Council’s credit rating is A1 which is one of the 
highest possible credit rating and the same as Saudi Arabia, China and Japan. The rating is 



 

 

reviewed on an annual basis and acts as a barometer check of the risk of the Council’s 
policies. 

 
11. OTHER LONG-TERM LIABILITIES 
 

Pension Guarantees 
 
11.1 The Council has entered into a number of long-term contracts for services that have been 

outsourced to service providers. These often involve the transfer of Council employees to 
the new service provider. Employee’s rights are protected under the provision in Transfer 
of Undertakings (Protection of Employment) Regulations 2006 (TUPE). However, pension 
rights are not fully covered within TUPE regulations. The Council have thus given pension 
guarantees to the following organisations, Livewire, Culture Warrington, Catalyst, Lafarge 
and Your Housing Group. This guarantee means that if an admitted body fails to pay its 
pension obligations then the Council will be responsible for taking on those obligations. 

 
11.2 All guarantees entered into need the approval of the Cabinet. The guarantees are reviewed 

annually as part of the closure of accounts process. The pension balance is assessed on an 
annual basis by the Cheshire Pension fund and is subject to change due to the underlying 
assets. This is rebalanced on a three year basis, formerly known as a triennial review. 

 
11.3 The table below shows the pension position as at 31st December 2019 for all of the 

companies the Council guarantees. Of the five companies guaranteed only the pension for 
Tarmac Trading Ltd is currently in deficit.  
 

Employer Name 

Surplus/ 
Deficit 
£'000 

Funding 
Level 

% 
Catalyst Choices 2,813 114 
Tarmac Trading Ltd -83 91 
LiveWire 4,957 124 
Warrington Cultural Trust 1,358 136 
Your Housing 135 128 

 
12. KNOWLEDGE AND SKILLS 
 
12.1 The Council has professionally qualified staff across a range of disciplines including finance, 

legal and property that follow continuous professional development (CPD) and attend 
courses on an ongoing basis to keep abreast of new developments and skills. The Council’s 
Section 151 Officer is the officer with overall responsibility for Capital and Treasury 
activities. He too is a professionally qualified accountant and follows an ongoing CPD 
programme. 

  



 

 

12.2 All the Council’s commercial projects have project teams from all the professional 
disciplines from across the Council and when required external professional advice is 
taken. These teams consist of Officers with many years’ experience of commercial 
schemes. Succession Planning is also in operation with Junior Officers shadowing and being 
involved in all stages of the commercial programme. 

 
12.3 Internal and external training is offered to members on an annual basis to ensure they 

have up to date skills to make capital and treasury decisions. A register is also kept on 
member attendance. The Council also involves members at a very early stage of a projects 
life cycle. 

 
12.4 The Council’s Treasury Management Board (cross party and senior officer group) reviews 

all commercial and investment deals from inception right through to project completion 
and ongoing performance management. 

 
12.5 The knowledge and skills of officers and members are commensurate with the Council’s 

risk appetite. 

 
12.6 The risk associated with the strategy is covered by the Council Risk Appetite Statement 

above. 
 
13. TREASURY MANAGEMENT 
 
13.1 The Council also produces a Treasury Management Strategy which is approved by full 

Council annually as part of the budget setting process. 
 

13.2 There are close links between the Capital Strategy and Treasury Management Strategy. 
This capital programme determines the borrowing need of the Council, essentially the 
longer term cash flow planning, to ensure that the Council can meet its capital spending 
obligations. This management of longer term cash may involve arranging long or short 
term loans, or using longer term cash flow surpluses. On occasion any debt previously 
drawn may be restructured to meet Council risk or cost objectives. 

 
13.3 At the end of 2022/2023 it is forecast that the Council’s debt will be £2.548bn. 

 
13.4 The Council’s Authorised Borrowing limit for 2020/21 which is £2.514bn represents a limit 

beyond which external debt is prohibited, and this limit needs to be set or revised by the 
full Council. 

 
13.5 The Council’s Operational Boundary debt forecast for 2020/21 is £2.297bn. This represents 

the limit beyond which external debt is not normally expected to exceed. 
 

13.6 The Council makes provision for the repayment of debt over the life of the asset that the 
borrowing is funding. The bulk of Council borrowing is linked to the Invest to Save 



 

 

Programme, which generates a financial return to the Council above the borrowing cost 
and a lot of the schemes are asset backed. The Council’s Minimum Revenue Provision 
Policy is published in the Council’s Treasury Management Strategy. 

 
13.7 In assessing the Council’s debt position it needs to be borne in mind that the Council is a 

very large organisation. It has been identified by CIPFA that if it were a company we would 
be a FT 250 Company. Also all the Council’s main commercial borrowing and regeneration 
borrowing is asset back. All our investments properties can be sold to repay borrowing, 
our loans programme is covered by security covenants in excess of the amounts loaned 
and secured on property and land. The Council’s 33% shareholding in Redwood Bank could 
be sold. It’s a successful challenger bank with a banking licence of value. The Time Square 
scheme will create a valuable Council owned asset that could be sold to repay its borrowing 
cost in the future. The Council is pursuing an ambitious borrowing policy because it offers 
the best VFM option. Many Councils are funding their regeneration by previous PFI 
schemes, Income Strip deals and other private sector funding mechanism. These schemes 
while Councils do not record borrowing in their accounts make them liable for large 
revenue charges for long periods into the future. The driving objective for Council 
borrowing is to deliver social impact for the residents of Warrington. 

 
Treasury Management Governance 
 

13.8 The Council follows the requirements of The Local Government Act 2003 (the Act) and 
supporting regulations in managing its Treasury Management activities. 

 
13.9 The Audit & Corporate Governance Committee are the body responsible for the 

Governance of Treasury Management within the Council. They recommend an annual 
Treasury Management Strategy to Council for approval as part of the annual approval of 
the budget. They also receive quarterly monitoring reports a Mid-year Review Report and 
an Outturn report which is also reported to full Council. 

 
13.10 Once a year they receive and agree a Treasury Management Practices Report which sets 

out in detail the Governance and Responsibilities of Treasury Management and the 
responsibilities of all those who are involved in the process. 

 
13.11 The Council also operates a Treasury Management Board which is made up of cross party 

member representation and senior officers of the Council. The Group meets to allow the 
detailed evaluation of Treasury Management and future proposal. 

 
13.12 The Council also employ Link Asset Services as its Treasury Management Advisors. Other 

specialist advice is taken on an ad/hoc basis driven by using organisations with the best 
experience linked to a particular project. 

 
13.13 Treasury Management is also subject to regular Internal and External Audit Review. 
 



 

 

Loans 
 
13.14 The Council make loans for a number of reasons primarily economic development and 

investment objectives. 
 
13.15 The Council in making these loans ensure they are prudent and secured by: 

 
• Carrying out a full independent due diligence exercise 
• Using an expected loss model to assess the impact on the balance budget 

requirement if the loan was at risk 
• On-going monitoring of the loans 
• Ensuring adequate security is in place 
• The financial exposure of the Council is proportionate to its size. This is set at 
• £1.25 billion. This limit has been independently set following an independent 

review of the Council’s Balance Sheet and risk exposure of the loans 
• All loans are agreed by the Council’s Cabinet 

 
13.16 The Prudential Code requires the production of a liability benchmark which is shown in the 

graph below. The liability benchmark is the level of expected debt given current projections 
for capital expenditure up to year 2021/22. The projected debt levels show what the 
Council expects its debt level to be. Where the debt level is below the benchmark, the 
Council will be in an under-borrowed position, and when it is above it will be over-
borrowed. This makes assumptions regarding repayment dates and this can be used as a 
tool for scheduling future borrowing requirements. 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 Liability Benchmark 
 

 
 
13.17 The liability benchmark is the level of expected debt given current projections for capital 

expenditure up to year 2023/24.   The projected debt levels show what the Council expects 
its debt level to be.  Where the debt level is below the benchmark, the Council will be in 
an under-borrowed position, and when it is above it will be over-borrowed.  This makes 
assumptions regarding repayment dates and this can be used as a tool for scheduling 
future borrowing requirements. 

 
14. PREVAILING GUIDANCE 
 
14.1 Under this Strategy and others, the Council have due regard to prevailing Guidance and 

the Prudential Code. In certain instances, notably in giving loans to London Housing 
Associations and purchasing assets outside its area for investment purposes, the Council 
have decided not to have full regard to the Guidance or the Prudential Code in these 
instances. This consideration is undertaken on a case by case basis following detailed due 
diligence, risk assessment and legal advice. Paragraph 42 of Guidance allows departure 
from guidance as long as the reasons are stated. Thus the reasons for the Council’s 
departure are: 

 
• The investment power, under Section 12 of LGA 2003, applies irrespective of 

the location of the investment.  It applies equally inside or outside an 
authority’s area. 



 

 

• Whilst the major reason for investing in certain instances is for financial return. 
There are other reasons for investing with regards using the surplus generated 
to fund regeneration in Warrington and to fund services. 

• Per National Audit Office figures the Council’s real term reduction in funding is 
23.3% whilst over the same period costs have increased together with demand 
for services. The surplus generated from these investments are being used to 
fund critical services and regeneration. 

• The investment return earned on these investments is invested in the Council’s 
Capital Programme and leads to economic development in Warrington. 

• Guidance does not define Borrowing in Advance of Need. Paragraph 41 of 
Guidance states: ‘’Where a local authority borrows to invest in yield bearing 
opportunities the strategy should explain:’’. The draft Guidance therefore 
seems to acknowledge that local authorities do and can borrow in advance of 
need, and that what is required is not prohibition but rather greater 
transparency. 

• Borrowing in Advance of Need is not the same concept as borrowing in order 
to invest. There is a need to invest in order to make a return. Where both the 
financial pressure and the investment opportunity currently exist the 
borrowing in our mind is not borrowing in advance of need. 

• All these investments are fully secured. 
• A thorough Due Diligence process is followed. 
• The borrowing is undertaken and advanced at the same time the investment is 

undertaken. 
• Borrowing in Advance of Need is only applicable to the Investment Power and 

not expenditure powers. 
• Other authorities for example Spelthorne have followed a similar policy. The 

Prime Minister on a visit to Spelthorne in January 2020  declared he was 
impressed with Spelthorne Borough Council’s initiatives during a visit to one of 
the authority’s out-of-borough commercial property investments 

• Sajid Javid (Chancellor of Exchequer) will announce large spending plans in his 
March 11 2020 budget. The Chancellor argues that at present very low interest 
rates and a negative inflation adjusted interest rate for the government when 
it borrows it would be mad not do so. The Council shares this logic and policy 
direction. 
 

15. PROPORTIONALITY 
 
15.1 The table shows the proportion of the Council’s budget that is funded from Commercial 

Income over the MTFP period. The table also shows the current limit on commercial 
income as a percentage of budget has been set at 23.3%. This represents the Council’s real 
term cut in government funding since 2010. A full assessment of the risks and 
opportunities of commercial income schemes is incorporated into Cabinet business cases 
when the schemes are approved. The risks are also assessed on an on-going basis via the 
Council’s risk management framework. 



 

 

      19/20 20/21 21/22 22/23 23/24 

Cumulative Commercial Income in Base Budget 
    
20,551  

    
29,370  

    
29,937  

    
30,712  

    
30,712  

      

% of Base Budget 
      
15.45  

      
20.83  

      
21.79  

      
21.88  

      
21.36  

Limit of Commercial Income as a % of Base 
Budget 

      
23.30  

      
23.30  

      
23.30  

      
23.30  

      
23.30  

 
15.2 Although this Capital Strategy looks forward, it is worth noting the significant level of 

investment activity that the Council has already undertaken. The Council’s Non Treasury 
Management Investments (commercial investment) is summarised in the table below as 
at 31.1.20: 

 
Investments in Group Entities   £'000 

  
Investment in Warrington Borough Transport 
Shares 888 

  Investment in Wire Regeneration (JV) 3,790 

  
Investment in Warrington Wolves Rugby League 
Club Shares 1,650 

 Together Energy 18,000 
  Redwood Bank  Shares 30,367 
 Birchwood Park 214,705 
 York Solar Farm 41,000 
Total Investments in Group Entities 310,600 
Loans to Housing Associations & Commercial Loans 137,727 
Purchase of Investment Properties 257,008 
Total Non-Treasury Investments 705,335 

 
15.3 The Non treasury Management investment portfolio makes the following contribution to 

the Council: 
 

• Social Impact - all yield / profit is re-invested in front line services 
• Improves Wellbeing of the residents of Warrington 
• Improves Gross Value added of the borough 
• Regeneration 
• Economic Benefit / business rate growth 
• Responding to market failure 
• Environmental 
• Value for Money 
• Delivery of United Nations Policy (Green Energy Programme) 
• Asset Backed Security 

  



 

 

 
15.4 The Council has a treasury management reserve and MTFP reserve that it contributes to 

on an annual basis from returns made from its Invest to Save Programme. Failure to meet 
budgeted returns would be met by drawings from these reserves and the strategic reserve. 

 
15.5 The Council’s Non Treasury Management Investments are fully secured against the 

properties purchased and the assets of companies we purchase shares in. All the Council’s 
Non Treasury Investments could be sold if required. In assessing the Liquidity of the assets 
it is estimated that dependent upon asset class and prevailing market conditions at the 
time assets could be liquidated within 3 – 12 months. 

 
16. INDICATORS 
 
16.1 Appendix 4 to this report presents a range of indicators that enable greater understanding 

to the Council’s total exposure from borrowing and investment decisions. 
 

17. SECTION 151 OFFICER ASSURANCE 
 
17.1 This Capital Strategy is compiled in line with the requirements of the 2018 CIPFA Prudential 

Code and 2018 Treasury Management Code. 
 
17.2 The Section 151 Officer views the Strategy to be prudent and affordable and it is fully 

integrated with the Council’s 2020 Medium Term Financial Plan, Treasury Management 
Strategy and other Strategic Plans. 

 
17.3 The risk associated with the Strategy is covered by the Council Risk Appetite Statement 

above. 
 

18. FINANCIAL CONSIDERATIONS  
  
18.1 Dealt with in the body of the report. 
 
19. RISK ASSESMENT 
 
19.1 Contained within the body of the report. All schemes entering the programme are subject 

to a full risk assessment and on-going monitoring. 
 
20. EQUALITY AND DIVERSITY / EQUALITY IMPACT ASSESSMENT 
 
20.1 These are fully integrated into the Capital Programme. 
 
21. CONSULTATION 
 
21.1 A full officer and member consultation has taken place in developing the Capital Strategy. 



 

 

22. REASONS FOR RECOMMENDATION  
 
22.1 That Full Council approves the recommendations included in this report. 
 
22.2 To ensure the Council adopts the Prudential Code for Capital Finance 2017. 
 
23. RECOMMENDATION 
 
23.1 Full Council is recommended to: 
 

(i) To note material changes to the 2020/21 Capital Strategy contained within section 
4 of the Capital Strategy. 
 

(ii) Approve the 2020/21 Capital Strategy. 
 

(iii) Approve the 2020/21 – 2022/23 Capital Programme contained in Appendix 1 to this 
report. 

 
(iv) Agree the Capital Receipts Flexibilities Policy contained within Annexe 1 of this 

report for adoption. 
 

(v) Agree the Property Investment Strategy contained within Appendix 2 of this report 
for adoption. 

 
24. BACKGROUND PAPERS 
 
            Capital Programme Model 
 

Contacts for Background Papers: 
 

Name E-mail Telephone 
Danny Mather dzmather@warrington.gov.uk 01925 442344 

 
25. Clearance Details  
 Name Consulted Date 

Approved Yes No 
Relevant Cabinet Member Cllr C Mitchell    21.01.2020 
SMT     21.01.2020 
Relevant Director Lynton Green    17.01.2020 
Council Monitoring Officer Matthew 

Cumberbatch 
   17.01.2020 

S151 Officer Lynton Green    17.01.2020 
Relevant Assistant Director     

  

mailto:dzmather@warrington.gov.uk


 

 

Appendix 1 
 
1 2020/21 – 2022/23 CAPITAL PROGRAMME 

 
1.1 The Council has a statutory responsibility to set a fully funded 3 year capital programme 

each year when agreeing the budget.  There are largely two main funding streams to 
finance capital schemes, capital grants received from the government and direct funding 
from the Council (which is made up of Prudential Borrowing, Capital Receipts and Revenue 
Contributions). 

 
1.2 Capital expenditure mainly includes spending on the acquisition or improvement of 

physical assets. 
 
1.3 In agreeing the 2020/21 – 2022/23 capital programme it is proposed to follow the previous 

years practice of ring fencing government capital grants to  the service  that  they are 
allocated to. The bulk of the capital grant allocation is accounted for by the Local Transport 
Plan and Children’s Services allocations, which are all priority service areas. 

 
1.4 The Council’s strategic management of the capital programme allows new schemes to be 

added to the programme quarterly by agreement with Cabinet. 
 
1.5 The proposed 2020/21 – 2022/23 capital programme is £1,291.050m. As part of the budget 

process the programme has been reviewed to ensure it continues to meet Council 
priorities and remains affordable within the level of resources available. 

 
1.6 The table below provides a summary of the 2020/21 – 2022/23 capital programme.  A full 

copy of the draft capital programme on a scheme by scheme basis can be found at pages 
28 – 31. 

 
2020/21 – 2022/23 Capital Programme 

  
Financing the Capital Programme 

 
1.7 The level and availability of capital funding determines the size of the overall capital 

programme and is heavily reliant on external funding, mainly in the form of capital grants 
from the Government. The programme is also reliant on internal funding to deliver more 

Capital Programme
Directorate Budgets

 2020/21
£m 

 2021/22
£m 

 2022/23
£m 

 Total 
£m 

Families & Wellbeing 9.959          0.112          -            10.071        
Corporate Services 5.566          2.000          4.438          12.004        
Environment & Transport 59.036        25.460        12.026        96.522        
Growth 6.436          0.567          -            7.003          
Invest to Save Programme 875.866      220.990      68.594        1,165.450  
Total - Capital Spending Plans 956.863     249.129     85.058       1,291.050  



 

 

local priorities like town regeneration, Housing, Highways, Parks and Schools. These 
internal funds are largely in the form of prudential borrowing but can also include capital 
receipts and earmarked reserves. There are significant constraints on the availability of 
internal funds due to a finite asset base which puts pressure on delivering capital receipts 
from the sale of surplus assets. 

 
1.8 Borrowing tends to pay for major Invest to Save schemes, for example the Time Square 

Scheme and Housing Schemes. All borrowing is done within agreed prudential limits and 
needs to be affordable and sustainable. A range of indicators are maintained to 
demonstrate this. These indicators are contained within the Council’s Treasury 
Management Strategy and monitored and reported to the Audit & Corporate Governance 
Committee on a quarterly basis. 

 
1.9 All Invest to Save schemes require the production of a detailed business case which is 

subject to stringent internal challenge before recommending to Cabinet for approval. The 
Council’s Invest to Save Programme has proved very successful. This can be evidenced by 
the positive financial return the schemes have generated to the Council and the increase 
in Balance Sheet worth to the Council that they have created. 

 
1.10 The table below provides a summary of the funding of the 2020/21 – 2022/23 Capital 

Programme. 
 

Funding the 2020/21 – 2022/23 Capital Programme 

  
1.11 It can be seen from the table above that the Council borrows for two types of schemes. 

Corporate borrowing, this is borrowing for schemes that generate a borrowing cost to the 
Council and do not generate additional revenue e.g. parks, highway schemes, building 
maintenance. Invest to Save borrowing is for schemes that generate a financial return to 
the Council after the repayment of borrowing costs. The largest allocation is for the 
Council’s potential future loans programme. All loans entering the programme must be 
approved by Cabinet. 

  

Capital Programme
Funding

 2020/21
£m 

 2021/22
£m 

 2022/23
£m 

 Total 
£m 

Unsupported Borrowing - Corporate 47.176        18.793        7.651          73.620        
Unsupported Borrowing - Invest to Save 875.866      220.990      68.594        1,165.450  
Capital Grants & Reserves 16.053        0.112          -            16.165        
Capital Receipts 4.459          4.025          4.563          13.047        
External Funding 13.309        5.209          4.250          22.768        
Total - Capital Funding Plans 956.863     249.129     85.058       1,291.050  



 

 

1.12 The 2020/21 – 2022/23 Capital Programme generates a revenue borrowing cost to the 
Council of £5.890m a breakdown of which is given below:  

 
• 2020/21 - £3.774m 
• 2021/22 - £1.503m 
• 2022/23 - £0.612m 

 
1.13 These costs relate to schemes previously agreed by the Council the bulk of which can be 

accounted for by 3 schemes - Major Transport Projects, Highways Investment Strategy and 
Warrington Priority Infrastructure Schemes – and the new schemes contained within the 
New Corporate Schemes section. 

 
New Corporate Schemes 

 
1.14 Per Cabinet meeting 10 February 2020, the Cabinet approved the following new schemes 

for inclusion in the 2020/21 – 2022/23 Capital Programme: 
 

• Warrington Youth Zone – Contribution to Onside for the development of a Youth 
Zone. Additional budget of £230k which will cost the Council an extra £18k per annum 
for a 25 year period. 

 
• Community Equipment – Equipment purchase to keep people safe, well and as 

independent as possible in their own homes, provided on loan to Warrington 
residents. Total budget of £700k which will cost the Council an extra £56k per annum 
for a 25 year period. 

 
• Western Link Blight Claims – Blight claims property acquisition. Total budget of 

£6.860m, this is the likely maximum to be spent over the current capital programme 
timescale.  There could be a revenue cost of up to £549k per annum, however, where 
possible the Council is looking to mitigate this figure by using the properties to deliver 
revenue income.  

 
• Property Investment – Acquire property assets around strategic objectives. Total 

budget of £620m, there is no additional funding pressure as the proposed budget is 
Invest to Save (which will be funded from generated income). 

 
  



 

 

 
 

 
 

 

FAMILIES & WELLBEING - CAPITAL PROGRAMME

Project Description  2020/21
£m 

 2021/22
£m 

 2022/23
£m 

 Total
£m 

Adult Social Care
Community Equipment 0.700            -              -              0.700               
Total Adult Social Care 0.700            -              -              0.700               
Education and Early Help
Additional primary places - St Phil l ips 0.130            -              -              0.130               
Dallam Primary - External Improvements 0.005            -              -              0.005               
Culcheth Primary - Roof Works 0.007            -              -              0.007               
Croft Primary - Roof Works 0.007            -              -              0.007               
Additional primary places Grappenhall  Heyes 3.244            0.075            -              3.319               
Grappenhall  Heyes - New Roofing 0.010            -              -              0.010               
Oughtrington Primary - replacement roof 0.010            -              -              0.010               
Twiss Green Primary - replacement roof 0.010            -              -              0.010               
Newchurch Primary - replacement roof 0.010            -              -              0.010               
The Cobbs Infant - Flat Roof 0.221            0.010            -              0.231               
Oughtrington Primary - Electrics 0.200            0.007            -              0.207               
The Cobbs Infant - Electrics 0.217            0.010            -              0.227               
Appleton Thorn - Flat Roof 0.121            0.010            -              0.131               
Meadowside Primary - Heating 0.010            -              -              0.010               
Stockton Heath Primary - Roof repairs 0.010            -              -              0.010               
Bridgewater High - Extension 3.400            -              -              3.400               
SEND - Oakwood CP KS1 0.010            -              -              0.010               
Children Centres Works 0.250            -              -              0.250               
Total Education and Early Help 7.872            0.112            -              7.984               
Public Health
Supported Housing Project 0.647            -              -              0.647               
CCTV Procurement 0.127            -              -              0.127               
Warrington Public Libraries Improvement Programme 0.613            -              -              0.613               
Total Public Health 1.387            -              -              1.387               
TOTAL FAMILIES & WELLBEING 9.959            0.112            -              10.071             

CORPORATE SERVICES - CAPITAL PROGRAMME

Project Description  2020/21
£m 

 2021/22
£m 

 2022/23
£m 

 Total
£m 

Finance
Corporate Redundancy Costs 2.000            2.000            4.438            8.438               
Total Finance 2.000            2.000            4.438            8.438               
Customer and Business Transformation
Warrington 20:20 Transformation Programme 2.223            -              -              2.223               
Network Improvement Programme 0.053            -              -              0.053               
End User Computing - Management Systems & Technologies 0.534            -              -              0.534               
ICT & Print Service 0.756            -              -              0.756               
Total Customer & Business Transformation 3.566            -              -              3.566               
TOTAL CORPORATE SERVICES 5.566            2.000            4.438            12.004             

Project Description  2020/21
£m 

 2021/22
£m 

 2022/23
£m 

 Total
£m 

Environment and Transport
Road Maintenance 1.386            -              -              1.386               
Bridge Maintenance 0.438            -              -              0.438               
Traffic Signals - Maintenance 0.121            -              -              0.121               
Bus Stop - Maintenance 0.015            -              -              0.015               

ENVIRONMENT & TRANSPORT - CAPITAL PROGRAMME



 

 

 

Project Description  2020/21
£m 

 2021/22
£m 

 2022/23
£m 

 Total
£m 

Environment and Transport
Street Lighting Structural Works 0.398            -              -              0.398               
Footpath & Cycleway - maintenance 0.231            -              -              0.231               
Capitalisation of Potholes 0.500            0.500            0.500            1.500               
Highways Maintenance Investment 5.000            2.109            -              7.109               
Penketh/Whittle Brook Flood Risk Management 0.420            -              -              0.420               
S106 Saxon Park 0.114            -              -              0.114               
S106 Farrell  Street South 0.300            -              -              0.300               
S106 Eagle Ottawa 0.035            -              -              0.035               
S106 Common Lane Pedestrian Crossing 0.024            -              -              0.024               
Cycling Improvements 0.250            -              -              0.250               
Pedestrian Improvements: PRoW 0.050            -              -              0.050               
General Accessibil ity Improvements 0.050            -              -              0.050               
Cycle Training - Bikeabil ity 0.005            -              -              0.005               
Travel Planning and Marketing 0.035            -              -              0.035               
Bus Priority Schemes 0.050            -              -              0.050               
Bus Stop Enhancements 0.010            -              -              0.010               
New Bus Priority Measures 0.050            -              -              0.050               
Parking Strategy 0.015            -              -              0.015               
Safer Routes to Schools 0.075            -              -              0.075               
Road Safety - Local Safety Schemes 0.150            -              -              0.150               
Traffic Management - Minor Works 0.250            -              -              0.250               
Pedestrian Improvements: (Crossings) 0.100            -              -              0.100               
UTMC Development 0.050            -              -              0.050               
Network Management Plan 0.200            -              -              0.200               
Monitoring & Strategic Studies 0.129            -              -              0.129               
Freight 0.010            -              -              0.010               
Cleaner Fuels 0.015            -              -              0.015               
Centre Park Link 8.700            0.250            -              8.950               
Birchwood Pinch Point 0.015            -              -              0.015               
ITB Smaller LST Scheme 0.702            -              -              0.702               
Omega to Burtonwood Accessibil ity Improvements 1.344            0.035            -              1.379               
Chester Road Cycle Route 0.835            -              -              0.835               
Trans Pennine Trail  Upgrade 0.722            -              -              0.722               
Westbrook Way Shared Use Path 0.196            -              -              0.196               
Freshwater Close Play Area 0.002            -              -              0.002               
Victoria Park Improvement 0.431            -              -              0.431               
Sankey Valley Park Improvement 0.260            -              -              0.260               
Dallam/Bewsey Regeneration Programme 0.006            -              -              0.006               
Warrington Allotments Improvement Programme 0.020            -              -              0.020               
Alexander Park Developments Phase 1 - Play Area Phase 2 - 
Pavil ion

0.024            -              -              0.024               

S106 Gatewarth 104 (Omega Bericote Land) 0.072            -              -              0.072               
S106 Gatewarth 300 (Omega South Zone 7) 0.128            -              -              0.128               
Oakwood Avenue Park Refurbishment 0.047            -              -              0.047               
Longbarn Park Refurbishment 0.015            -              -              0.015               
Enfield Park Refurbishment 0.031            -              -              0.031               
Birchwood Brook Footpath 0.003            -              -              0.003               
Volunteer Support & Quick Win Projects 0.030            -              -              0.030               
Shaw Street Recreation Ground Uplift 0.039            -              -              0.039               
Culcheth Vil lage Green Play Area Uplift 0.034            -              -              0.034               
Birchwood Forest Park Ranger & Sports Changing Building 
Refurbishment

0.192            -              -              0.192               

ENVIRONMENT & TRANSPORT - CAPITAL PROGRAMME



 

 

 
 

 

Project Description  2020/21
£m 

 2021/22
£m 

 2022/23
£m 

 Total
£m 

Environment and Transport
Old Hall  Park Refurbishment 0.054            -              -              0.054               
Rixton Clay Pits Footpath Upgrade PROW to PFA 0.030            -              -              0.030               
Lymm Dam WC 0.020            -              -              0.020               
Parkfields Park Enhancement 0.003            -              -              0.003               
St Elphins Park Pavil ion Refurbishment 0.100            -              -              0.100               
Flood Risk (contribution to Environment Agency scheme) 0.300            0.325            -              0.625               
Western Link Blight Claims 7.322            -              -              7.322               
Warrington East Phase 2 0.656            -              -              0.656               
Warrington East Phase 3 (NPIF) 1.351            -              -              1.351               
Omega Local Highways Phase 1 - Lingley Green Avenue/Omega 
Boulevard Junction Improvements

4.969            0.723            -              5.692               

Omega Local Highways Phase 2A - Burtonwood Road/Kingswood 
Road

0.050            -              -              0.050               

Omega Local Highways Phase 2B - Lingley Green Avenue/A57 
Liverpool Road Junction Improvements

1.459            0.035            -              1.494               

Omega Local Highways Phase 3 - Lingley Green Avenue/Whittle 
Avenue/Burtonwood Road Junction Improvements

3.997            1.363            -              5.360               

Western Link Pre construction 8.370            9.873            11.401          29.644             
Stadium Quarter Improvements 0.914            0.050            -              0.964               
Community Recycling Centres Infrastructure Investment 0.035            -              -              0.035               
Travellers transit site 1.586            0.303            -              1.889               
Walton Hall  High/Low Ropes Concession 0.010            -              -              0.010               
Cenotaph Riverbank Stabil isation 0.020            -              -              0.020               
Depot Amalgamation 1.965            9.894            0.125            11.984             
Warrington Borough Council  Combined Control Room 0.020            -              -              0.020               
Parsonage Way Playing Field 0.150            -              -              0.150               
Refuse Collection Vehicle Replacements 1.331            -              -              1.331               
TOTAL ENVIRONMENT & TRANSPORT 59.036          25.460          12.026          96.522             

ENVIRONMENT & TRANSPORT - CAPITAL PROGRAMME

GROWTH - CAPITAL PROGRAMME

Project Description  2020/21
£m 

 2021/22
£m 

 2022/23
£m 

 Total
£m 

Growth
Various Sites - Structural & Chimney Works 0.005            -              -              0.005               
Birchwood Tennis Centre - Roof 0.026            -              -              0.026               
Museum - Roof 0.456            -              -              0.456               
Various Civic Build - Fire Alarm Systems 0.195            -              -              0.195               
St Werburghs Boiler & Heating System 0.008            -              -              0.008               
Orford Youth Base - Boiler 0.008            -              -              0.008               
Various Changing Rooms - Showers 0.065            -              -              0.065               
Birchwood Tennis Ctr - Water Heater 0.013            -              -              0.013               
Orford Jub Hub - Exit Doors 0.005            -              -              0.005               
Hood Lane Rec - Emergency Lighting 0.004            -              -              0.004               
Parr Hall  Ventilation Tower Repairs 0.005            -              -              0.005               
Padgate House Boiler 0.004            -              -              0.004               
East Annexe Dril l  Hall  Roofing 0.190            0.030            -              0.220               
New Electric Sub-station Town Hall  Complex 0.400            0.074            -              0.474               
Town Hall  Fire Alarm System 0.004            -              -              0.004               
Town Hall  Golden Gates Additional Work 0.010            -              -              0.010               
NTH/Quattro Demolition 0.704            0.038            -              0.742               



 

 

 
 

 
  

GROWTH - CAPITAL PROGRAMME

Project Description  2020/21
£m 

 2021/22
£m 

 2022/23
£m 

 Total
£m 

Growth
Maintenance Investment Estates Land (Roads and Footpaths) 0.045            0.045            -              0.090               
Bewsey & Dallam Hub 1.250            0.080            -              1.330               
Warrington Waterfront - Western Link (acquisition of land) 0.110            -              -              0.110               
Warrington Youth Zone 2.929            0.300            -              3.229               
TOTAL GROWTH 6.436            0.567            -              7.003               

INVEST TO SAVE - CAPITAL PROGRAMME

Project Description  2020/21
£m 

 2021/22
£m 

 2022/23
£m 

 Total
£m 

Corporate Services
Shared Ownership Mortgages (Local Authority Partnership 
Purchase)

1.000            -              -              1.000               

Loans to Housing Associations 200.000        200.000        40.322          440.322           
Solar Farm Projects 17.178          -              -              17.178             
Total Corporate Services 218.178        200.000        40.322          458.500           
Environment and Transport
Street Lighting Energy, Carbon & Asset Improvement 3.328            -              -              3.328               
Total Environment and Transport 3.328            -              -              3.328               
Growth
Strategic Property Investment Programme to support Regeneration 
& Investment Portfolio

630.000        11.370          -              641.370           

Time Square Project 3.860            -              -              3.860               
Housing Companies 20.500          9.620            28.272          58.392             
Total Growth 654.360        20.990          28.272          703.622           
TOTAL INVEST TO SAVE 875.866        220.990        68.594          1,165.450       
TOTAL CAPITAL PROGRAMME 956.863    249.129    85.058      1,291.050   



 

 

Annexe 1 
 

FLEXIBLE USE OF CAPITAL RECEIPTS STRATEGY 
 
Introduction 
 
As part of the November 2015 Spending Review, the Government announced that it would introduce 
flexibility for the period of the Spending Review for local authorities to use capital receipts from the 
sale of non-housing assets to fund the revenue costs of service reform and transformation.  Guidance 
on the use of this flexibility was issued in March 2016 which applies to the financial years 2016/17 
through to 2019/20.  In the Provisional Local Government Settlement 2018/19 (announced 19 
December 2017) the Government confirmed that the flexibility to use capital receipts to help meet 
the revenue costs of transformation will be extended for a further 3 years to April 2022.  The Guidance 
requires local authorities to prepare, publish and maintain a Flexible Use of Capital Receipts Strategy.  
This document constitutes the Warrington Council Strategy. 
 
The Guidance 
 
The Guidance issued by the Secretary of State under section 15(1)(a) of the Local Government Act 
2003 specified that;  
 

• Local authorities will only be able to use capital receipts from the sale of property, plant and 
equipment received in the years in which this flexibility is offered.  Following the Provisional 
Settlement announcement 19 December 2017, the period of offer is 1st April 2016 to 31st 
March 2022.  They may not use their existing stock of capital receipts to finance the revenue 
costs of reform.  

 
• Local authorities cannot borrow to finance the revenue costs of the service reforms.  

 
• The expenditure for which the flexibility can be applied should be the up-front (set up or 

implementation) costs that will generate future ongoing savings and/or transform service 
delivery to reduce costs or to improve the quality of service delivery in future years.  The 
ongoing revenue costs of the new processes or arrangements cannot be classified as 
qualifying expenditure.  

 
• In using the flexibility, the Council will have due regard to the requirements of the Prudential 

Code, the CIPFA Local Authority Accounting Code of Practice and the current edition of the 
Treasury Management in Public Services Code of Practice.  

 
The Guidance provides a definition of expenditure which qualifies to be funded from the capital 
receipts flexibility.  Qualifying expenditure is expenditure on any project that is designed to generate 
ongoing revenue savings in the delivery of public services and/or transform service delivery to reduce 
costs and/or transform service delivery in a way that reduces costs or demand for services in future 
years for any of the public sector delivery partners. 
 



 

 

There are a wide range of projects that could generate qualifying expenditure.  The key determining 
criteria to use when deciding whether expenditure can be funded by the capital receipts flexibility is 
that it is forecast to generate ongoing savings to an authority’s net service expenditure.  Within the 
above definition, it is for individual local authorities to decide whether or not a project qualifies for 
the flexibility. 
 
The Council’s Proposals  
 
The Council intends to use the capital receipts flexibility to fund or part fund the following project: 
 
Warrington 2020 Service Transformation Programme 
 
The expected savings generated by this project are set out in the table below.  Adjustment has been 
made in 2020/21 for savings not achieved in 2019/20.  Generation of savings are expected to be back 
on track by financial year 2021/22.  
 

Project 2020/21 
£000 

2021/22 
£000 

2022/23 
£000 

Warrington 2020 Service Transformation Programme (1500) 1,500 - 
Total (1500) 1,500 - 

 
The Prudential Code  
 
The Council will have due regard to the requirements of the Prudential Code and the impact on its 
prudential indicators from implementing the proposed project.  The capital expenditure prudential 
indicators will be amended and approved as appropriate. 
 
The Council will also have due regard to the Local Authority Accounting Code of Practice when 
determining and including the entries required from undertaking and funding this project within the 
Council’s Statement of Accounts. 
 
Monitoring the Strategy 
 
The strategy will be monitored throughout the financial year and may be updated and replaced as 
proposals are developed and expenditure is incurred. 
  



 

 

Appendix 2 
 

PROPERTY INVESTMENT STRATEGY 2020-2022 
 
1.  PLAIN ENGLISH SUMMARY 
 
1.1 What is this about? Since 2010 the Council has seen a real terms cut in its government funding 

of 23.3% - National Audit Office figures. At the same time we have experienced an 
unprecedented increase in demand for our services, particularly in the area of children’s and 
adult social care. Like many authorities the Council has invested in commercial property to 
generate surplus funds which can be re-invested in our services. Although generating a 
commercial return is a key objective of the Property Investment Strategy there are many 
more objectives and benefits to the Council from doing so.  

 
1.2 The reasons for buying and owning property investments are primarily in this order: 

• Wellbeing of the residents of Warrington 
• Increase Gross Value Added (GVA) of Warrington 
• Financial gain to fund our services to local people 
• Market and economic opportunity – the time is right 
• Economic development and regeneration activity in Warrington 

 
1.3 The Government expects and is directing councils to become self-financing. Increasingly 

councils are not given grant and financial support from Government and need to find other 
sources of income to fund services for local people. 

 
1.4 How does it work? Following the 2017 Property Investment Strategy, Warrington Council is 

investing in property that provides a positive/surplus financial return. This is done by buying 
property that has a tenant who pays rent to the owner of the property – the landlord. The 
tenant must be of good financial standing and the property and lease must meet certain 
standards such as being in a commercially popular location and have a number of years left 
on the lease providing a certain and contractually secure rental income into the future. 
External consultants and specialist property, legal and finance investment advisors support 
the Council in this strategy. 

 
1.5 The Council funds the purchase of the property by borrowing money. The rental income paid 

by the tenant must exceed the cost of repaying the borrowed money each year.  The annual 
surplus supports the Council’s budget position, and enables the Council to continue to 
provide services for local people. 

  



 

 

1.6 Historically, property has proved to be one of, if not the best, investment in terms of capital 
growth over the last 50 years. If the Council owns the property for 20 years plus, and the 
property is managed and maintained appropriately, the Council may see an increase in the 
value of the property as well as an annual revenue surplus. 

 
1.7 So what is this Property Investment Strategy for? 

• It sets out what the Council wants to achieve when acquiring property assets for 
investment purposes – primarily wellbeing of the residents of Warrington. 

• It aligns with Government guidance and ensures appropriate compliance 
• It identifies the issues of the economy, the general property market and the range of risks 

for the Council in acquiring investment property. 
• It identifies criteria for acquiring and owning property assets for investment purposes to 

ensure risks are minimised. 
• It includes an outline of the process involved in acquiring property assets for investment 

purposes. 
• It is part of a wider policy framework supporting what the Council does and why. 

  
2. INTRODUCTION 
 
2.1  It is entirely appropriate for the public sector to improve the strategic management and 

operation of their property assets and to take a more commercial approach to property 
investment decisions. This strategy outlines Warrington Borough Council’s approach to the 
acquisition of property for investment purposes. 

 
2.2  The Property Investment Market 
 
2.3  The Chartered Institute of Public Finance and Accountancy (CIPFA) defines investment 

property as “…used solely to earn rentals or for capital appreciation or both…”.  
 
2.4 The statutory guidance on local government investments states:  
  

“The definition of an investment covers all of the financial assets of a local authority as well 
as other non-financial assets that the organisation holds primarily or partially to generate a 
profit; for example, investment property portfolios. This may therefore include investments 
that are not managed as part of normal treasury management processes or under treasury 
management delegations.” 

 
2.5 Investment property will usually have a commercial occupier, paying a rent to the landlord. 

The better the covenant of the occupier, the more secure the rental income, the better the 
investment value and the value of the asset. A tenant with a strong covenant and a long 
lease (10 years plus) with no break clause and with responsibility for repairing and 
maintaining the property, is the best type of investment.  

  



 

 

2.6 The UK commercial property investment market is very well established, attracts global 
investors and is defined as a ‘mature asset class’. It has a wide range of new and established 
investors including institutions, pension funds, specialist property companies, charities, 
family trusts and individuals.  

 
2.7  Returns from property ownership can be both income driven (through the receipt of rent) 

and by way of appreciation of the underlying asset value (capital growth). The combination 
of these is a consideration in assessing the attractiveness of a property for acquisition. 

 
2.8  Property prices and returns are a function of the property type, condition, use and location, 

together with the lease structure and covenant strength of the tenant (in the case of a let 
property).  

 
2.9 Within the property investment market there is a wide spread in financial returns (known 

as yields) on offer, which relate to the particular characteristics of the asset in question. 
Yields are used in investment markets to compare different types of investments – including 
those beyond the property market. 

 
2.10  The yield represents the risk that investors associate with ensuring a long term income, 

including the potential for growth. The current property investment marketplace has seen 
uncertainty in recent years around both the UK political and Brexit related climate. 
However, the fundamentals of investing in UK real estate remain sound. Demand for secure 
income product remains unwavering, while tight supply in the business space markets offers 
potential for growth.  

 
2.11  At the extreme ranges, property investment yields can range from 3% (low risk) for prime 

London property to over 20% (high risk) for dated property in secondary locations with high 
vacancy rates.  

 
2.12 This strategy outlines the main factors that investors take into account when looking at 

property as an investment. It is a combination of these factors that determine the yield. 
Typically the Council is looking to invest in property with a yield in the region of 4% to 6.5% 
which represents secure, lower risk investment with potential for growth in value. 

 
2.13 A full repair and insuring (FRI) lease is an industry standard contractual arrangement for 

most commercial and investment properties. The occupier or tenant has the contractual 
responsibility to pay all outgoings associated with the property – for example business rates, 
maintenance and repair, services, security, building insurance and reasonable costs of the 
landlord in consenting to transferring the property to another tenant and alterations. This 
format creates the basis of commercial property as an investment vehicle. As such, as owner 
(landlord) of the property with a tenant on an FRI lease, there is little or no property 
management responsibility and no costs. In circumstances where costs are incurred by the 
Landlord these may be recoverable by the Landlord through a Service Charge provision. 

 
2.14 What should be sought by the Council are property investments which produce the best 

returns possible, whilst carrying an acceptable level of risk. The main mitigation measure in 



 

 

managing risk is to target investments which are let to ‘blue chip’ tenants, on relatively long 
leases with little or no landlord management involvement – typically the tenant is 
responsible for all property costs such as repair, maintenance and outgoings. In this way, 
the Council will be primarily buying a secure income stream and the buildings themselves 
become almost secondary considerations. 

 
2.15 Any property asset coming onto the market could be for a number of reasons. Investors 

seek to buy and sell in many different circumstances - rebalancing their portfolio, seeking 
cash to influence balance sheet or share price, requirement for a more “liquid” asset, short 
term investment taking advantage of small capital growth and moving into different 
property classes.    

 
3.  WHY SHOULD WE BUY AND HOLD PROPERTY INVESTMENTS? 
 
3.1  The reasons for buying and owning property investments are primarily: 
 

• Wellbeing of the residents of Warrington 
• Increase Gross Value Added (GVA) of Warrington 
• Financial gain to fund our services to local people 
• Market and economic opportunity – the time is right 
• Economic development and regeneration activity in Warrington 

 
3.2 Funding our services for local people – The Council has been successfully investing in 

property for the past few years and our property portfolio currently generates a surplus of 
around £13 million each year. The Council plans to purchase additional properties in 
2020/21 and beyond to generate further surpluses in the region of £7 million. Full details of 
these can be found in the Council’s Capital Strategy and Medium Term Financial Plan 
reports. Prudence guides the Council’s Property Investment Programme and the Council 
makes an annual allocation in the region of 15% from any surpluses into a reserve on an 
annual basis. This reserve acts as a sinking fund for performance monitoring costs, 
management, future repairs and maintenance, void periods and impairments. 

 
3.3  Property is usually described as a low to medium risk asset. Its returns invariably lie between 

those produced by equities and those produced by bonds. Properties leased long term to 
tenants of good covenant strength have a lower risk of default and will produce secure 
income streams. Consequently their risk profile is much nearer to that of bonds than of 
equities. If income streams from property rent exceed the cost of borrowing required to 
initially acquire the property, surpluses will be generated.  

 
3.4  Budget cuts and austerity measures have seen significant funding gaps in local authorities’ 

finances. Income generation is now at the forefront of many local authority financial 
strategies. Local authorities can take a longer term view of income and capital growth than 
most of the current investment market as their approach is long term ownership and 
benefit. Many current investors are looking to improve returns in the short term to 
maximise short term benefits to drive asset value and sale value.  

 



 

 

3.5 Most property investments that the Council will consider will therefore relate to property 
that is already occupied by a tenant of strong covenant, by way of a lease and therefore 
generates reasonably secure income for a number of years. 

 
3.6 Market and economic opportunity – In certain aspects of the financial markets and the 

investment world, we are living in unprecedented times. Interest rates have held at a 300 
year low for the last six years. In the medium to long term, investment analysts are 
forecasting interest rate rises.  

 
3.7 The Public Works Loan Board (PWLB) provides the Council with access to competitive debt 

finance at fixed rates of interest. That makes us competitive in investment markets, as 
shown by London based international investment agencies continuing to contact the Council 
over availability of investment property.   

 
3.8 The property market economic cycle tends to mirror wider economic trends. At the 

moment, the property market in the UK now offers value, certainty and elements of 
potential rental and capital value growth. This does depend on the individual property and 
location. The London market, while offering more certainty in terms of long term risk, is 
generally considered “overheated” with little short term prospect of rental or capital growth 
– again depending on the individual property. The north of England property market is 
seeing increasing investment from within and outside the UK. 

 
3.9 Economic development and regeneration activity in Warrington – In the case of 

Warrington, a third reason for the Council buying and owning property investments is to 
have and maintain an influence in place-shaping of the town. Although traditional property 
investors are considered to be entirely financially motivated and influenced, the local 
authority has a wider, moral and principled role.  

 
3.10 The Council is already making an investment of over £140 million in the town centre Time 

Square development. As funder and owner of the scheme, the Council will benefit financially 
from the income from commercial tenants such as the cinema and restaurants. However, 
the Council will also be in total control of the development and regeneration of this critical 
town centre site in 25 to 30 years’ time. This long term, regeneration and place-shaping role 
is a key aspiration of the Council, to retain control of the key parts of the town for the benefit 
of local people and the community. 

 
3.11 In summary, acquiring property investments in Warrington is recommended for the 

following reasons: 
 

• To enable the Council to practice strategic regeneration for the benefit of the town 
rather than be restricted to policy and theory 

• To enhance the Council’s position as a major land owner with the ability to influence the 
growth of the future development of the town 

• To take advantage of current property values and seek long term (20 years) capital 
growth 



 

 

• To enable the Council to be seen to be acting proactively and taking leadership, investing 
in the town to promote economic development and growth 

 
4  DOES THE COUNCIL HAVE THE POWERS AND AUTHORITY TO ACQUIRE PROPERTY 

INVESTMENTS? 
 
4.1 The Council has completed the purchase of a number of properties with a view to generating 

an income for various purposes. This has been conducted with careful and prudent 
reference to the powers available to the Council. To that end the Council has sought advice 
on the matter from leading Queens Counsel (“Counsel”). 

 
4.2 The Council has a number of powers available to it in respect of acquiring properties, the 

key distinctions are whether the land is within or outside of the Council’s area, and what the 
purpose of the acquisition is. Broadly those powers are: 

 
4.3 Land Acquisition powers pursuant to s.120 Local Government Act 1972 (“LGA 1972”), the 

Council has specific land acquisition powers. When the property is within the borough and is 
for the purpose of the Council’s functions or the benefit, improvement or development of 
our area, this is the most appropriate power. 

 
4.4 Where the Land Acquisition Power is not available the Council has powers under the Local 

Government Act 2003 (“LGA 2003”), particularly section 1 (“the Borrowing Power”) and 
section 12 (“the Investment Power”).  

 
4.5 When relying on LGA 2003, the Council has regard of:- 
 

• Local Authorities (Capital Finance and Accounting) (England) Regulations 2003;  
• “Treasury Management in the Public Service: Code of Practice and Cross –Sectoral 

Guidance Notes” which in turn have been issued by CIPFA in amended form as the 
Treasury Management Guidance (“CIPFA Guidance”); 

• Secretary of State and other relevant guidance; 
• The Council’s own strategies, such as the Corporate Strategy, the Treasury Management 

Strategy and the Property Investment Strategy. 
 

As well as the below in respect of the borrowing:- 
• “Affordability” as interpreted by the CIPFA code; 
• The limits imposed by s.2 LGA 2003 – this states that we can’t borrow where it would 

result in breaches of affordable borrowing limits; 
• The degree of flexibility in respect of future capital expenditure plans 

 
4.6 Furthermore, if the investment is to be properly treated as an “investment”, the acquisition 

must be treated as such and recorded on the Council’s balance sheet accordingly. 
  



 

 

4.7 When relying on the Borrowing and Investment Powers, the Council will fully consider the 
available powers and set the grounds for compliance on a case by case basis. 

 
4.8 As the Council continues to make significant increases in its commercial investments, funded 

in most part by borrowing, as well as a risk analysis of each specific investment on an case 
by case basis, it will also require examination of the overall risks of the property investment 
strategy and take into account the proportionality of the overall strategy.  

 
4.9 To date the Council has acquired a number of properties most of which are within the 

Council’s boundaries or the North West Region.The properties are set out below:- 
 

Tenant/Property Location Sector 
Tesco Bolton   Food store 
Tesco Widnes Distribution  
Asda Manchester Food store and mixed retail 
Movianto Haydock Distribution  
Apollo Park Warrington Mixed food and leisure 
Stobart HQ Warrington Distribution  
Birchwood Park Warrington Mixed 
Pure Gym Warrington Gym 
Matalan Warrington Retail 
DW Sports Warrington Gym 
New Balance Warrington Office 
Highways England Warrington Office 
Stanford House Warrington Office 

 
4.10 Whilst the Council aims to hold a diverse portfolio of property investments to mitigate 

certain risks, this may be tempered by increases in investments in particular sectors. This 
means that when looking at further commercial investments the Council should also 
consider questions such as:- 

 
• Are the Council’s individual investments disproportionally weighted to a particular 

sector; 
• Is a particular investment disproportionally large when taken in the context of the wider 

portfolio; 
• Are the Council’s individual investments disproportionally weighted to a particular 

geographical area; 
• Instead of considering the failure of one investment on its own, what are the 

consequences of the failure of a particular sector and what how would that impact the 
overall portfolio;  

• What would the consequences of any specific changes in law (e.g. MRP or legislation in 
respect of legal powers) be on the each investment and the overall portfolio. 



 

 

 
4.11 When considering the individual acquisitions, the Council needs to be satisfied that the 

individual risks, as well those in the context of the wider portfolio, are fully considered. 
When considering the risks, the consequences such as proportionate loss of income from 
the individual property or sector, as well the Council’s ability to meet its ongoing liabilities 
(e.g. servicing the debt) and the impact that this may have upon the Council’s finances as a 
whole must be considered. 

 
4.12 A final point to note regarding the use of the Investment and Borrowing Powers is that there 

is no requirement for the acquisition and ongoing ownership of the property to be 
conducted through a company. The reason being that the acquisition and ongoing operation 
of the property is as an investment and not for the purposes of trading i.e. a commercial 
purpose. 

 
5 PRUDENTIAL PROPERTY INVESTMENT   
 
5.1 The Council in making any property investment has regard to the Prudential Code, Ministry 

of Housing Communities and Local Government Guidance and CIPFA Property Investment 
Guidance. Any departure from Guidance is reported in the Council’s Capital Strategy and 
Treasury Management Strategy. The Council’s Chief Finance officer (Section 151 Officer) must 
be alert to these risks and advise accordingly before, during and after investment decision 
making. The Council’s existing practice and governance approach ensure this and the 
recommendation of this policy is that this continues.  

 
5.2 The Prudential Framework (including statutory guidance and the Prudential Code itself) 

allows local authorities the flexibility to take their own decisions; provided that the decisions 
taken are prudent, affordable and sustainable and that they have regard to the statutory 
guidance. 

 
5.3 The Council will include a business case for any property investment acquisition proposal. The 

business case will reflect these two points at 5.1 and 5.2 above and also make the following 
specific decisions regarding any proposed acquisition of investment property: 

 
 Can we acquire commercial property? 

o Are there legal powers to support the acquisition and, crucially, are they powers 
specifically to acquire property or to make investments? 

o Where borrowing is required, are powers available to support the taking out of loans? 
 Should we acquire commercial/investment property? 

o Is it reasonable to exercise the authority’s legal powers in the way proposed? 
o Do the authority’s decisions have proper regard for the statutory guidance? 
o Do the authority’s decisions have proper regard for the Prudential Code in terms of 

affordability, prudence and proportionality? 
o Is the acquisition defensible under the best value duty? 

 Will we acquire commercial property? 
o Is the proposal consistent with the authority’s corporate and financial strategies? 



 

 

o Can the proposal be accommodated within the authority’s investment strategy and 
property strategy? 

o Does the authority have the necessary competence to take the proposed decision? 
o Does the authority have appropriate skills to manage the asset? 

 
5.4 The Council will satisfy itself in the business case that acquiring a property investment will be 

reasonable. This will involve: 
 

• Consideration of the Wednesbury principles of reasonableness – these can be 
summarised as a reasoning or decision is Wednesbury unreasonable (or irrational) if it is 
so unreasonable that no reasonable person acting reasonably could have made it. This 
principle comes from the legal case Associated Provincial Picture Houses Ltd v 
Wednesbury Corporation in 1948. 

• Regard in making an acquisition and managing the investment to the MHCLG’s Statutory 
Guidance on Local Government Investments, including: 
o Its support for the CIPFA view on not borrowing more than or in advance of 
 need  
o The requirements for transparent reporting about the implications of an acquisition 

for the security, liquidity and proportionality of the investment and the authority’s 
risk exposure 

o The need for appropriate capacity, skills and culture 
• Regard to the CIPFA Prudential Code, which requires any acquisition to be: 
o Affordable – taking into account the extent to which expenses will be covered by 

income, including any need to make provision for capital expenditure consistently 
with the MHCLG’s Statutory Guidance on Minimum Revenue Provision 

o Prudent – maximising the reliability of the elements of the affordability analysis and 
ensuring risk is controllable within acceptable limits 

o Proportional – ensuring that the authority’s revenue budget is not over-reliant on 
income from commercial property and that property does not constitute an 
inappropriate proportion of the overall investment portfolio. 

 
5.5 The Council will assess the key issues relevant to decision making informed by the principles 

in the Investments Guidance. These are: 
• Transparency and democratic accountability – proposals will be compliant  

 with this investment strategy approved in advance by members and made publicly 
available. 

• Contribution – we will disclose the contribution that investments make towards 
service delivery objectives and the authority’s placemaking role. 

• Use of indicators – quantitative indicators will be provided to allow members and the 
public to assess the authority’s risk exposure  

• Security – we will have a strategy for assessing risk of loss before entering 



 

 

 into a transaction and disclose the extent to which the fair value of investment 
property provides security against loss and the mitigating actions proposed if there is 
insufficiency.  

• Liquidity – each acquisition will set out procedures for ensuring that funds 
invested in property can be accessed when needed – it is appropriate to make this 
individual to each asset as all property investments by their nature are unique and 
different exit strategies will be applicable to different properties. 

• Proportionality – we will reference the plans to achieve a balanced budget where 
there is any dependence on profit-generating investment activity  

• Borrowing in advance of need – Each property acquisition decision will include a clear 
reference to compliance or otherwise with guidance and where guidance has not been 
wholly complied with, an explanation for any variance. 

• Capacity, skills and culture – The Council has commenced an officer skills audit and a 
process to ensure that members and officers have appropriate capacity, skills and 
information to be involved in decision making. 

 
5.6 Each investment property acquisition business case will reference: 
 

• Understanding of local and wider property markets 
• How the investment opportunity is identified  
• Assessment and confirmation of the reasonableness of the acquisition price 
• Option appraisal 
• Due diligence  
• The involvement of external advisers and agents in due diligence and decision making 

evidence and data 
• Implications for the Council’s VAT partial exemption position. 
• Risk register 
• Arrangements to be in place to manage the property following acquisition 
• Any new frameworks required for assessing the performance of property as an 

investment including: 
o What the valuation arrangements will be 
o If any other key performance indicators are required 
o How often they will be measured and who by  
o Appropriate performance benchmarking 
o Frequency of future property yields review and risk assessments 

• Any appropriate contingency plans will also be highlighted to deal with potential 
under-performance: 
o dealing with vacancies and defaults on rental payments 
o strategies for falls in market value 
o exit strategy 



 

 

 
6. OTHER CONSIDERATIONS 
 
6.1 The Priorities for the Council when acquiring property interests for investment purposes 

are (generally in order of importance): 
 

1. Covenant Strength - in the case of a let property, the quality of the tenant and, more 
importantly, their ability to pay the rent on time and in full. The Council’s primary reason 
and objective for this strategy is continuing to fund services for local people. It is however 
worth noting that the Council, as a public body, may not wish to invest in properties where 
the occupiers are generally seen to be undertaking a business which is contrary to its 
corporate values. 

 
2. Lease length - in the case of a let property, the unexpired length of the term of the lease 
or a tenant’s break clause is of key importance in ensuring that the landlord’s revenue 
stream is uninterrupted. The Council will take into consideration the risks associated with a 
tenant vacating and the potential to attract good quality replacements tenants at 
acceptable rental levels. Generally occupiers are moving away from 25 year leases which 
were more common back in the late twentieth century with 5 to 10 years now becoming 
more acceptable unless some form of lease break provisions are included in favour of the 
tenant. 
 
3. Rate of return - the rate of return from the property (for example through annual rental 
incomes) will need to be equivalent or better to the returns that could be earned from 
alternate investments, such as placing monies on deposit, following adjustment for risks and 
potential growth. The property will also need to produce an annual return in excess of the 
cost of borrowing and management. 
 
4. Risk – rate of return is one side of the coin; risk is the other. In general, the higher the 
sought level of return from an investment, the higher level of risk that it carries. For 
example, if a property is let at an attractive rent which would create a good return, it could 
still be risky if the tenant does not possess good covenant strength and could default at any 
time.  

 
5. Lease Terms – The terms of leases vary and even those held on an “Institutionally 
acceptable basis” can be very different in nature particularly as such leases have developed 
over time. The Council is seeking to invest in modern leases with full repairing and insuring 
obligations on the Tenant and a full Service Charge recovery to include any management 
fees where applicable. This will ensure a certain income/return to the Council.  
 
6. Location - should a tenant default or vacate, the location of the property is the key factor 
in influencing the ability to re-let and find another tenant. Location is also important when 
considering future redevelopment or regeneration opportunities. Ideally the Council will be 
able to undertake inspections and to deal with any management issues without the need to 
employ specialists or agents. Preference should be given to properties located within 
Warrington or in the wider north west of England. This does not prevent investment outside 



 

 

of Warrington, subject to the appropriate justification and business case and correct 
governance procedure. A wider geographical diversification and spread of property 
investment assets also mitigates risk in the portfolio. 
 
7. Growth - property has the potential for both revenue and capital growth. The Council will 
take into account that potential when assessing the strength of the investment opportunity. 
Property values can fall as well as rise and mechanisms to minimise revenue reductions 
should be identified. Generally the nature of standard, institutional leases is that rent review 
clauses are upward only which protects landlords from any downward pressure on rental 
income giving some security as to the level of income. However, value is very much related 
to the tenant occupier, their covenant and length of lease remaining. 

 
8. Sector - information as to the sector of use of the property (e.g. office, retail, industrial, 
leisure) will assist in deciding on the risks associated with specific properties and the mix of 
sectors within the portfolio. 
 
9. Building Age and Specification - in the case of a let property, whilst the Council, as an 
investor, may be principally concerned with the characteristics of the tenant and lease, the 
age and specification of the property will also affect the ability of the Council to let or sell 
the property in the future. It must also be taken into consideration in respect of the cost of 
protecting the investment. An example of this would be the undertaking of repairs and 
refurbishment if the cost cannot be fully recovered from the tenant. 
 

6.2 In summary, the strategy for acquiring investment property assets is therefore to: 
• Seek property let to tenants who are of strong covenant strength and sound financial 

standing with at least more than five years remaining on an FRI lease. This ensures a 
prudent investment to be show positive characteristics of security and liquidity. In 
effect, a property investment asset that has a secure rental income and can be realised 
relatively quickly in disposal. 

• Minimise risk. 
• Maximise rental income and minimise management costs to ensure the best return is 

generated. 
• Identify opportunities for future growth, redevelopment or regeneration via property in 

commercially popular or development areas. 
• Pursue opportunities to increase returns and improve the investment value of 

commercial assets. 
 
7  FUNDING AND FINANCING PROPERTY INVESTMENT  
 
7.1  The Council has access to a number of funding sources for property investment acquisition. 

Depending on the particular circumstances, the Council will fund acquisitions utilising 
prudential borrowing, or by releasing cash investments, or by a combination of both. 

 
7.2 The difference between the rate of borrowing and the rate of return generated by the 



 

 

investment is effectively a revenue surplus which may be used to fund front line services or 
pay off the capital borrowed, or a combination of both. 

 
7.3 The Council will have regard to the CIPFA Prudential Code and MHCLG Investment Guidance 

and CIPFA Property investment Guidance in making any investment. 
 
8  FINANCIAL IMPLICATIONS  
 
8.1  This Property Investment Strategy is a framework designed to secure long term and 

sustainable income streams for the Council and to increase its financial resilience over time, 
so that it is less reliant on declining funding from Central Government. All investments are 
fully secured on the land and properties being purchased. With regards to liquidity if the 
properties were to be sold it is estimated it would generally take between 3 to 12 months 
to do so. Yield of the investment is benchmarked to the market when carrying out the pre-
acquisition due diligence. 

 
8.2  The Council will fund acquisitions by borrowing funds from the Public Works Loan Board 

(PWLB), money markets, and/or by running down cash investments. 
 
8.3  The financing costs, will need to be met from the income stream generated by each 

investment. 
 
8.4  Given the specialist nature of investment acquisitions, the Council will obtain advice from 

appointed agents with a proven track record in this field. 
 
8.5  When considering a property acquisition, it is important to recognise that there are 

significant other costs beyond purchase price. These may include: 
• External valuation report and property investment analysis 
• Building surveys 
• Legal due diligence on property title 
• Legal conveyancing fees  
• Investment advice 
• Agency fees at approximately 1% of purchase price 
• Stamp Duty Land Tax (variable depending on price) 
• Land Registry fees 
• Certain vendors may also request payment of the seller’s advisers’ costs by the buyer, 

although that should be resisted wherever possible. 
 
8.6  Advice will be taken on a case by case basis, but the Council should be VAT neutral, especially 

when acquiring a going concern. In addition, each acquisition will be assessed separately 
and advice taken as to the most financially (and as appropriate) tax efficient method of 
holding the ownership of the property. 

 
8.7  All of the costs described will be accounted for within each business case for an acquisition. 



 

 

 
9.  RISK ANALYSIS 
 
9.1  The Property Investment Officer Group assesses the risks associated with this strategy. A 

report is produced each year on Implementation Risks and Issues. The following are all 
considered and recommendations made on how to proceed. 

 
• General property investment related risks & issues for the Council 
o How to avoid “Chasing the money”  
o Valuation and overpaying to secure assets 
o Buying outside Warrington and beyond the North West  
o Buying outside the UK 
o Buying on market and or off market 
o Scale – lots of small ones or a few big deals? 
o The zeitgeist of new municipalism – this opportunity on borrowing and investing may 

not last for ever 
 

• Finance risks & issues 
o Full year effect of income target  
o Sinking fund (links to MRP policy and value) and a project reserve 
o Overhead costs, SDLT, agent fees, external consultants 
o Revenue implications of abortive costs up front at risk costs  
o Professional Indemnity insurance cover for legal and property advisors 
o Property agent fees 

 
• Governance issues 
o Property Investment Strategy – ability over time to sell and buy  
o MRP policy – risks – basis of calculation 
o Decision and governance process  
o External and internal audit advice 
o Project Risk Register 
o Governance and minutes to CIPG and Treasury Management Board updates 

 
• Resources 
o Property database  
o Property, Finance & Legal teams 
o External specialists/consultants 
o Annual asset valuations 

 
9.2 Key Risk - The key risk of property investment for the Council is based on the quality of the 

tenant and the ability to pay the rent and property outgoings.  



 

 

 
9.3 If a tenant vacates a property and or fails to pay the rent, the liabilities of occupation costs 

(utility services, vacant property business rates, insurance, security, repair and 
maintenance) may fall on to the Council as owner. In addition, if there is no rental income, 
the Council will not have a direct income source to repay the borrowing of any initial 
acquisition cost or replace the opportunity cost of invested cash.  

 
9.4 The mitigation factors in this risk are that financial, business and credit checks on the 

tenant(s) and the business viability are completed ahead of a decision on acquisition. 
 
9.5 Acquisition Risk - The Council will be targeting low risk, low management investments and 

those which have continued to remain occupied and attractive to tenants, landlords and 
investors. 

 
9.6  Interest in this type of property investment has remained strong and the Council will often 

find itself as one of several potential bidders. This means that there will be instances when 
the Council will be unsuccessful in its bids. All concerned should be aware of this possible 
outcome and the potential for abortive costs. This may be for example on internal and 
external advice around valuation reports, legal due diligence, credit and finance checks and 
tax advice.  

9.7 Mitigation here will be around maintaining positive relationships in the property investment 
market with agents, seeking early advice on property availability and securing either 
exclusivity or lock-out agreements with the vendor if possible. 

 
9.8  Due to the nature of the property market, decisions may need to be taken quickly in order 

to put offers forward. However, offers can be made on a conditional basis and contracts for 
sale would not be exchanged until the usual due diligence process has been satisfactorily 
undertaken. However, a private purchaser will usually be able to move quicker than the 
Council in acquiring property in terms of decision making and approach to risk. It is not 
suggested that the Council compromise either democratic decision making or principles of 
risk in competing in the property market. 

 
9.9  Cost Risk - Abortive costs may be incurred in forming unsuccessful bids, or failing to reach 

exchange of contract as a result of due diligence undertaken. These may include feasibility 
studies, ground investigations, advisers’ costs, legal costs, survey fees and officer time. 
Before resources are committed on an investment proposal, approval to offer and bid will 
be granted by the Chief Executive, Sect 151 officer and Director of Growth – see section 
10.16 below. 

 
9.10  This is a risk which is inherent to the property market and should be managed at the earliest 

stage of each potential acquisition and as set out above through seeking exclusivity or lock 
out agreements if possible. 

 
9.11  Property Market Risk - Property investment carries inherent risks due to wider economic 

conditions beyond the immediate control of the Council. This is not a risk free strategy. 
There are no guarantees. The Council has to be prudent in managing risk and reward. 



 

 

 
9.12 The mitigation here is around investment and economic advice, being aware of trends and 

the external factors over which we have no control. In addition, the Council will undertake 
annual property valuations of each investment property owned alongside investment 
portfolio review. 

 
9.13 It is also important to consider the Council’s longer term strategy and the reasons for 

acquisition in the first place. For example, in a worst case scenario, a catastrophic economic 
collapse, where the majority of property investments may be affected by tenant business 
failure, which may result in vacancies in the portfolio with holding costs and no income to 
cover cost of borrowing. We may seek to dispose (potentially at a loss) of a number of assets 
while consolidating into a smaller number of more successful investments, resilient to the 
economic conditions. However, the Council may also wish to take a longer term view. 
Property has consistently demonstrated over the last 50 years that capital and rental growth 
exists over a 15 to 20 year economic cycle. 

 
9.14 Other property related risks, such as those relating to physical defects and characteristics, 

can be assessed by appropriate surveys and due diligence ahead of acquisition. The Council 
will focus on properties with FRI lease and minimal or no management holding cost, liability 
or responsibility. Mitigation is through proactive portfolio management with resource and 
capacity available to the Property & Estate Management team to carry out or oversee 
annual market valuations, inspections, maintain positive tenant relationships, legal support 
on lease management and enforcement of tenant covenants. Resources to fund these 
mitigations will be deducted from the rental income as is standard in the property 
investment industry. 

 
9.15 It is not uncommon for potential investment opportunities to be offered directly or via 

limited / targeted marketing to specific clients and those opportunities may never be 
advertised to the wider market. In those circumstances, the ability of the Council to act 
quickly is key. Increased knowledge of investment opportunities can also be achieved 
through adopting a proactive approach with property owners and specialist property 
investment agencies.  

 
9.16  The process of due diligence being undertaken prior to completion is key to the mitigation 

of most property risks.  
 
9.17 Property Investment market risks – The Council has two key advantages over many 

competing investors in the market place: 
 

• The Council is able to take a longer term view on holding property assets as investment, 
rather than prioritising shorter term objectives around share price for example. 

• The main disadvantage of property compared to other investments is its liquidity. Again, 
the Council is not in the same position as many investors and can take a longer, more 
mature view on liquidity risk. 

 



 

 

10.  PROPERTY INVESTMENT ACQUISITION PROTOCOL 
 
10.1 Purpose - To ensure that there is a consistency of approach involving appropriately qualified 

officers, the Council should adhere to a formal Acquisition Protocol. 
 
10.2 This protocol will apply to all non-operational acquisitions of land and property for the 

purpose of inclusion within the investment portfolio. 
 
10.3 Definition of an Acquisition - An acquisition is defined as the purchase of a legal interest in 

land and property, (by way of freehold, leasehold or license) for strategic or investment 
purposes. 

 
10.4 The Local Government Act 1972 gives the Council powers to acquire any property or rights 

which facilitate, or are conducive or incidental to, the discharge of any of its functions or for 
the benefit, improvement or development of the local area. Local authorities do, however, 
have wider fiduciary roles and can face criticism or challenge if they do not have robust 
business cases for all purchases. 

10.5 A decision to acquire property intended to make an investment return will have three parts: 
 

• the identification of the legal powers that support the proposed transactions 
• demonstration that the exercise of these powers would be reasonable 
• confirmation that the authority wishes to take the proposed course of action. 

 
10.6 Property Acquisition by the Council - The Council’s Treasury Management team and 

Property & Estate Management team will continually assess the mix of properties it holds 
and will look at its overall exposure to risk, including any over-reliance on specific property 
sectors. It will consider options to increase or decrease that exposure and to minimise the 
management time and costs of its portfolio. 

 
10.7 It is likely that synergies will arise from acquiring new assets which have physical proximity 

to existing assets (including the marriage value of merging adjoining legal interests – for 
example the acquisition on DW Sport on Academy Way in 2016). They may also be derived 
from achieving a more commercially focussed approach to the management of the entire 
portfolio. 

 
10.8 Acquiring property can also have a regeneration investment effect and support areas of 

decline. However, the must be a clear and objective focus on the reasons for acquiring any 
property. 

  



 

 

10.9 Acquisition Criteria 
 

The following criteria will be used when considering acquiring property investments: 
 
10.10 Each acquisition will be looked at on its own merit and all recommendations for funding will 

require a supporting Business Case. Key elements of each business case shall include: 
 

10.11 Investment Acquisitions 
•   The key financial benefits with a projected target return of at least 1.5% above 

borrowing/investment rates. Note that initial returns may not immediately provide 
this level dependant on where the property is within the rent review cycle. 

•     Level of financial security. Acquisitions should normally be pre-let to tenants of good 
covenant ideally on fully repairing and insuring terms (or inclusion of full cost recovery 
mechanisms) with an unexpired term of at least five years. 
• The key consideration Priorities set out at section 6.1 above 
 

10.12 Strategic Acquisitions 
•   How the acquisition fits with the Council’s place making role and assists in 

strengthening the local economy? 
•     The key consideration Priorities set out at section 6.1 above 
• Measurable benefits attained through ownership. (This may also include 

consolidation of existing ownerships to enable future sales, modernisation of the 
Borough’s business infrastructure encouraging inward investment, benefits 
associated with relocation and business start-up within the Borough) 

•     How direct intervention will expedite agreed key strategies. 
•     Any potential conflicts with strategic planning policies? 

 
10.13 Where a proposed property acquisition demonstrates both investment and strategic value 

to the Council, some of the above criteria may be relaxed. 
 
 The Process of Acquiring Property Assets 
 
10.14 Given the specialist nature of the investment properties market, it would be difficult for the 

Property & Estate Management team to actively identify and evaluate suitable 
opportunities. Consequently the Council will look to use and where appropriate appoint 
external consultants to provide the specialist advice needed in each business case. The 
primary role of the investment advisers will be to identify the most suitable investment 
opportunities and present them to the Council for consideration.  

 
10.15 In addition to the Council’s own Property & Estate Management team of Chartered 

Surveyors, external advice will be procured from Chartered Surveyors to review and advise 
on: 

• The range of appropriate values for the investment. 
• Prospects for rental growth. 



 

 

• Sector specific advice in particular risks associated with specific occupiers, sectors 
and locations. 

• Capital growth prospects and liquidity (the last two factors are particularly 
important, as consideration also needs to be given to what happens to assets in 
the future). 

• The approach to forming offers, bidding and achieving best value. 
 
10.16 All acquisition proposals will be channelled through the Property & Estate Management 

Team, Property Investment Officer Group and the Director of Growth. They will then draft 
an outline business case in those instances where it was felt that the investment opportunity 
merited further consideration. The outline business case for the acquisition will include an 
indexation score for the property in accordance with the assessment criteria and key 
consideration priorities set out at section 6.1 above. Authority to proceed to commit 
expenditure on due diligence will be approved following formal consultation with the Chief 
Executive, Sect 151 Officer and Director of Growth.  

 
10.17 To ensure that transparency and appropriate governance is applied at all times, and an 

appropriate audit trail exists on decision making, all decisions will follow Financial 
Regulations and comply with the Council’s Constitution requirements. This will involve 
reports to Cabinet for acquisitions for more than £250,000, or in urgent and appropriate 
cases – use of Special Procedures and subsequent reporting to Cabinet in compliance with 
Financial Regulations and the Constitution. 

 
10.18  Any report to Cabinet or use of Special Procedures will include a Business Case document 

setting out benefits, risks, a clear and transparent decision making process, analysis of 
exposure to potential revenue loss risk and clarifying compliance with guidance and statute. 
All acquisitions will also be reported to Treasury Management Board and Capital Investment 
Programme Group. 

 
10.19 Once an acquisition is approved in the appropriate way, it is possible that the appointed 

advisers will also act as the Council’s agents in respect to the bidding process, deal 
negotiation and final purchase. The agents will be given specific parameters for the terms 
of each purchase. 

 
10.20 All valuations must be carried out, or verified, by a fully qualified member of the Royal 

Institution of Chartered Surveyors with sufficient current local knowledge of the particular 
market, and the skills and understanding necessary to undertake/verify the valuation 
competently. 

 
10.21 All acquisitions will be carried out in accordance with rules laid down by any relevant 

professional bodies and laws (in particular, in compliance with all relevant Public Sector and 
Local Government Legislation, Statutory Instruments, Government Circulars, and existing 
Council procedures, policies and the Constitution). 

 
10.22 It should be recognised that, in some instances it will be necessary for the Council to make 



 

 

a conditional offer on acquisitions where time is limited. This will be after consultation with 
the Leader of the Council, the Cabinet Member for Finance and Corporate Property and in 
line with the agreed principles and priorities above. Any final offers will be subject to 
approval in accordance with Financial Regulations of the Council and the Constitution. 

 
11.  ENVIRONMENTAL AND SUSTAINABILITY 
 
11.1  Whilst the main criteria in assessing the attractiveness of the investment will be in respect 

to financial return and risk, the Council should give due consideration to those property 
investments which display higher levels of environmental sustainability. 
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Appendix 4 
 
CAPITAL STRATEGY INDICATORS 
 
A  Debt to net service expenditure (NSE) ratio 
 

This indicator shows the gross debt as a percentage of the next service expenditure of the 
Council.  This shows the level of debt relative to the financial size and strength of the 
authority. 

 

 
 
B  Commercial Income to NSE  
 

This indicator is to show the dependence on income that is not from fees and charges.  Fees 
and charges income is netted off the NSE and compared to the non-fees and charges income.  
Commercial Income in this case refers to all commercial loans. 

 

 
 
C Interest Cover Ratio 
 

This indicator shows the ratio of income from commercial property investments compared 
to the interest expense incurred by them. Please note Birchwood park is included within this. 

  

 
 
D Loan to Value Ratio 
 

This indicator compares the amount borrowed against the value of the commercial property 
assets bought. All Council Invest to Save Schemes are 100% loan to value and interest is 
charged on the full amount of the purchase price and associated costs. 

 

19/20 Estimate 
£m

20/21 Estimate 
£m

21/22 Estimate 
£m

22/23 Estimate 
£m

Gross Debt 1305.693 2964.166 3051.321 3116.337
Net Service Expenditure 132.99 140.971 137.371 140.371
Gross Debt to net service expenditure ratio 981.80% 2102.68% 2221.23% 2220.07%

19/20 Estimate 
£m

20/21 Estimate 
£m

21/22 Estimate 
£m

22/23 Estimate 
£m

Commerical Income 20.551 29.370 29.937 30.712
Gross Service Expenditure less Fees and Charges 380.353 382.654 384.933 387.188
Commercial income to NSE ratio 5.40% 7.68% 7.78% 7.93%

19/20 Estimate £m
20/21 Estimate 

£m
21/22 Estimate 

£m
22/23 Estimate 

£m
Net Commerical Property Income 18.801 24.523 24.523 24.523
Commerical Property Interest 10.180 12.998 12.998 12.998
Interest cover ratio (times) 1.85 1.89 1.89 1.89



 

 

 
 
E Target Income Returns 
 

This indicator measures the yield for the portfolio of properties.  This is measured by 
comparing the net income received, before interest, to the purchase costs.  This is shown in 
totality for the whole of the Commercial Property portfolio.    Purchase costs are the total for 
the portfolio not new purchases.   

 

 
 
F Gross and Net Income/Operating Costs from Commercial Investments 
 

This indicator shows the Gross Income received from Commercial activities, the Operating 
Costs of running them, and then the resulting Net Income received in monetary terms. 

 

 
 
G Occupancy Levels 
 

The following table shows the expected average level of occupancy over the period.  These 
are not expected to fluctuate over the next 3 years, except in the case of Birchwood Park 
which is very fluid due to the Park having multiple units. 

 
 

19/20 Estimate 
£m

20/21 Estimate 
£m

21/22 Estimate 
£m

22/23 Estimate 
£m

Gross Debt related to Property investments £486,810 £716,810 £716,810 £716,810
Commerical Property Purchase Costs £486,810 £716,810 £716,810 £716,810
Loan to Value Ratio 100.00% 100.00% 100.00% 100.00%

19/20 Estimate 
£m

20/21 Estimate 
£m

21/22 Estimate 
£m

22/23 Estimate 
£m

Net Commerical Income from Property Investments 18.801 24.523 24.523 24.523
Commerical Property Purchase Costs 486.810 716.810 716.810 716.810
Target Income Returns 3.86% 3.42% 3.42% 3.42%

19/20 Estimate 
£m

20/21 Estimate 
£m

21/22 Estimate 
£m

22/23 Estimate 
£m

Gross Commerical Income from Property Investments 23.571 30.516 30.516 30.516
Operating Costs including Interest 4.770 5.993 5.993 5.993
Net Commercial Income from Property Investments 18.801 24.523 24.523 24.523



 

 

 
 
 
 
 
 
 
 

Commercial Property Occupancy Levels

1-2 Fennel Street (Pure Gym) 100%
DW Sports 100%
Birchwood Park 94%
Matalan 100%
Eddie Stobarts 100%
Stanford House 100%
Appleton House/Atlantic House 100%
Tesco Farnworth 100%
Tesco Widnes 100%
Apollo Gemini 100%
Movianto Haydock 100%
Asda Hulme 100%



 

 

Appendix 5 – Revenue Reserves 
 

 
 
  

EARMARKED REVENUE RESERVES PURPOSE OF RESERVE
31st March

2019
£

31st March
2020

£

Members Voluntary Initiative            To fund International Partnerships initiative -7,822 -7,822
Museum Arts                             To fund future museum exhibitions or art acquisitions -12,877 -12,877
Community Investment Funding Reserve To fund Community Investment Schemes -91,070 -91,070
Coroners Reserve To fund any one off costs of future judicial reviews -151,847 -131,451
Union Learner Representatives To increase participation in union training services -16,623 -16,623
Salary Sacrifice Car Leasing Reserve Potential future liability on salary sacrifice car leasing 

scheme
-93,075 -93,075

Insurance Fund Reserve Third Party Insurance Claim excesses and self insure certain 
areas of risk

-2,128,663 -2,128,663

Medium Term Financial Plan Reserve To ensure the Council's future financial sustainability -334,305 0
Local Authoritys Mortgage Scheme Reserve Potential future LAMS defaults -724,826 -724,826
Municipal Mutual Insurance Payments Reserve To fund future potential MMI clawback -510,350 -510,350
Early Release Reserve To fund movements in the redundancy calculation -609,545 -609,545
Loans and Investment Reserve Contingency for repayment of the Council's loan portfolio -4,500,000 -4,500,000
Armed Forces Covenant Grant Reserve To fund armed forces covenant grant 0 -8,714
Parish Council Elections Reserve To fund fluctuations in parish council elections income and 

expenditure
-10,713 -10,713

Corporate Services Enabling Reserve To fund future expenditure in Corporate Services -258,634 -202,785

TOTAL - Corporate Services Reserves -9,450,350 -9,048,514

Childrens Comfort Funds Reserve Held on behalf of children in care and not available to the 
Council

-7,168 -7,168

Warrington Youth Offenders Team Reserve Warrington Council's provision of Youth Offending services -135,604 -118,619
Halton Youth Offenders Team Reserve Halton Council's provision of Youth Offending services -101,050 -55,689
Cheshire West & Chester Youth Offenders Team Reserve Cheshire West & Chester Council's provision of Youth 

Offending services
-66,823 -66,824

Schools Forum Service Development To fund the development of service packages to Schools 
Forum and Warrington schools

-58,890 -58,890

Children & Young People Reserve Carry Forwards To fund future expenditure in Children's Services -1,821,029 0
Joint Primary Care Trust Initiative To fund Joint PCT Initiative 100 100
Homelessness Bond Money Closing the Gap proposals -91,172 -91,172
Solar Panel Lifecycle Fund Future replacement cost on solar panels -280,066 -280,066
Unitary Charge Reserve - Public Finance Initiative schemes Future variations on unitary charge on PFI schemes -1,673,584 -1,673,584
Financial Protection Team Balance To fund FWB(Adults) with specific criteria -20,035 -20,035
Local Public Service Agreement Reserve To fund Local Public Service Agreement expenditure -166,272 -166,272
Public Health Grant To fund public health expenditure -1,278,136 0
Sinking Fund To contribute to any refurbishment or enhancements of Alder 

Lodge Homeless Unit
-726,726 -726,726

Community Drug & Alcohol Misuse Service To fund the Council's drug and alcohol misuse strategy -1,732 0
Better Care Fund Pooled Reserve To fund Better Care Fund expenditure -21,000 -21,000
Neighbourhood & Community Reserve Carry Forwards To fund future Neighbourhood & Community expenditure -1,046,590 0

TOTAL - FWB Reserves -7,495,777 -3,285,945

Town Centre Sinking Fund                Potential future Town Centre overspends -229,076 -229,076
Taxi Surplus Ringfenced account with surpluses/losses earmarked for use 

in respect of this service
-118,298 -118,298

Walton Hall Reserve                     Walton Hall refurbishment -4,743 -4,743
Winwick Road Account - Surplus / Deficit To contribute to any refurbishment or enhancements of Alder 

Lodge Homeless Unit
-110,555 -110,555

Market Tenants Advertising Reserve To fund market tenants advertising expenditure -7,600 -7,600
Environment & Regeneration Reserve Carry Forwards To fund future expenditure in Environment Services -397,531 -122,931

TOTAL - ERGE Reserves -867,803 -593,203

TOTAL EARMARKED REVENUE RESERVES -17,813,930 -12,927,662

OTHER GENERAL FUND RESERVE

Council Strategic Reserve To cover emergency events such as unforeseen financial 
liabilities or natural disasters

-4,760,076 -4,760,076

Council General reserve -961,969 -961,969

TOTAL - Strategic Reserve -5,722,045 -5,722,045

TOTAL REVENUE RESERVES -23,535,975 -18,649,707

Corporate Services

Families & Wellbeing

Economic Regeneration, Growth & Environment



 

 

Appendix 6  
 

Regulations laid before parliament on 31st January 2014 and come into force on 25th February 
2014 require that immediately after any vote is taken at a budget decision meeting (relating 
to the adoption of the Council Tax resolution below) there must be recorded in the minutes 
of the proceedings of that meeting the names of the persons who cast a vote for the decision 
or against the decision or who abstained from voting. 

 
The Council is recommended to resolve as follows: 

 
1. That it be noted that on 16 January 2020, the Audit & Corporate Governance 

Committee approved the following amounts as the Council’s Council Tax Base for the 
financial year 2020/21: 

 
(a) for the whole Council area as 68,464 [Item T in the formula in Section 31B 

of the Local Government Finance Act 1992, as amended (the "Act")] ; and 

(b) for dwellings in those parts of its area to which a Parish precept relates as in 
the attached Appendix 7; and that 

(c) the Audit and Corporate Governance Committees approval be affirmed. 
 

2. That pursuant to section 31(A) of the Act the Council Tax requirement for the Council’s 
own purposes for 2020/21 (excluding Parish precepts) is £102,237,805. 

 
3. That the following amounts be calculated for the year 2020/21 in accordance with 

Sections 31 to 36 of the Act: 
 

(a) £139,983,277 being the aggregate of the amounts which the Council 
estimates for the items set out in Section 31A(2) of the Act 
taking into account all precepts issued to it by Parish Councils. 

(b) £37,745,472 being the aggregate of the amounts which the Council 
estimates for the items set out in Section 31A(3) of the Act. 

(c) £104,570,479 being the amount by which the aggregate at 3(a) above 
exceeds the aggregate at 3(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). 

(d) £1,527.38 being the amount at 3(c) above (Item R), all divided by Item 
T (1(a) above), calculated by the Council, in accordance 
with Section 31B of the Act, as the basic amount of its 
Council Tax for the year (including Parish precepts). 

(e) £2,332,674 being the aggregate amount of all special items (Parish 



 

 

 
precepts) referred to in Section 34(1) of the Act (as per the 
attached Appendix 7). 

 
(f) £1,493.31 being the amount at 3(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. 

 
4. That it be noted that the Police Authority and the Fire Authority have issued precepts 

to the Council in accordance with Section 40 of the Act 1992 for each category of 
dwellings in the Council’s area as indicated in Appendix 8. 

 
5. That the Council, in accordance with Sections 30 and 36 of the Act 1992, hereby 

sets the aggregate amounts shown in the Appendix 8 as the amounts of Council Tax 
for 2020/21 for each part of its area and for each of the categories of dwellings. 

 
6. That it considered and determines whether the relevant basic amount of Council Tax 

for 2020/21 is excessive in accordance with the principles approved under Section 
52ZB of the Act. 

 
 



 

 

Appendix 7 
 

 
 
 

Parish Council
Tax

Base
Council Tax
Precept (£)

Council Tax
 Band D (£)

Tax
Base

Council Tax
Precept (£)

Council Tax
Band D (£)

Council Tax
Increase

Appleton 4,866 150,359 30.90 4,743 150,955 31.83 3.0%
Birchwood 3,086 327,477 106.12 3,128 342,213 109.40 3.1%
Burtonwood & Westbrook 3,743 98,154 26.22 3,753 107,273 28.58 9.0%
Croft 923 72,980 79.07 925 72,980 78.90 -0.2%
Cuerdley 45 0 0.00 46 0 0.00 0.0%
Culcheth & Glazebury 3,345 111,991 33.48 3,356 123,568 36.82 10.0%
Grappenhall & Thelwall 3,860 164,221 42.54 3,867 176,035 45.52 7.0%
Great Sankey 9,915 454,107 45.80 10,126 463,771 45.80 0.0%
Hatton 156 2,669 17.11 160 2,792 17.45 2.0%
Lymm 5,379 207,057 38.49 5,395 225,683 41.83 8.7%
Penketh 2,674 198,661 74.29 2,715 201,707 74.29 0.0%
Poulton with Fearnhead 4,973 134,472 27.04 5,013 135,554 27.04 0.0%
Rixton with Glazebrook 744 24,620 33.09 743 24,587 33.09 0.0%
Stockton Heath 2,414 132,770 55.00 2,426 140,708 58.00 5.5%
Stretton 378 9,450 25.00 553 14,516 26.25 5.0%
Walton 754 9,621 12.76 759 13,182 17.37 36.1%
Winwick 1,725 112,150 65.01 1,727 112,150 64.94 -0.1%
Woolston 2,291 24,000 10.48 2,291 25,000 10.91 4.2%
Unparished 16,621 0 0.00 16,738 0 0.00 0.0%
Total /Average 67,892 2,234,759 32.92 68,464 2,332,674 34.07 3.5%

2019/20 2020/21



 

 

Appendix 8 
 

 
 

Council Tax Schedule 2020/21
Band A

Disabled
£

Band A

£

Band B

£

Band C

£

Band D

£

Band E

£

Band F

£

Band G

£

Band H

£
Warrington Borough Council 829.62    995.54    1,161.46 1,327.38 1,493.31 1,825.15 2,157.00 2,488.85 2,986.62 
Cheshire Police Authority 116.91    140.29    163.67    187.06    210.44    257.20    303.97    350.73    420.88    
Cheshire Fire Authority 44.05      52.86      61.67      70.48      79.29      96.91      114.53    132.14    158.57    
Total Unparished 990.57    1,188.69 1,386.80 1,584.92 1,783.03 2,179.26 2,575.49 2,971.72 3,566.06 

Total by Parish
Appleton 1,008.25 1,209.91 1,411.56 1,613.21 1,814.86 2,218.16 2,621.46 3,024.76 3,629.72 
Birchwood 1,051.35 1,261.62 1,471.89 1,682.16 1,892.44 2,312.98 2,733.52 3,154.06 3,784.87 
Burtonwood & Westbrook 1,006.45 1,207.74 1,409.03 1,610.32 1,811.62 2,214.20 2,616.78 3,019.36 3,623.23 
Croft 1,034.41 1,241.29 1,448.17 1,655.05 1,861.93 2,275.69 2,689.45 3,103.22 3,723.86 
Cuerdley 990.57    1,188.69 1,386.80 1,584.92 1,783.03 2,179.26 2,575.49 2,971.72 3,566.06 
Culcheth & Glazebury 1,011.03 1,213.23 1,415.44 1,617.65 1,819.85 2,224.26 2,628.67 3,033.09 3,639.70 
Grappenhall & Thelwall 1,015.86 1,219.04 1,422.21 1,625.38 1,828.55 2,234.90 2,641.25 3,047.59 3,657.11 
Great Sankey 1,016.02 1,219.22 1,422.42 1,625.63 1,828.83 2,235.24 2,641.65 3,048.05 3,657.66 
Hatton 1,000.27 1,200.32 1,400.37 1,600.43 1,800.48 2,200.59 2,600.70 3,000.80 3,600.96 
Lymm 1,013.81 1,216.58 1,419.34 1,622.10 1,824.86 2,230.39 2,635.91 3,041.44 3,649.73 
Penketh 1,031.85 1,238.22 1,444.59 1,650.96 1,857.33 2,270.06 2,682.80 3,095.54 3,714.65 
Poulton with Fearnhead 1,005.60 1,206.71 1,407.83 1,608.95 1,810.07 2,212.31 2,614.55 3,016.79 3,620.14 
Rixton with Glazebrook 1,008.96 1,210.75 1,412.54 1,614.33 1,816.12 2,219.71 2,623.29 3,026.87 3,632.25 
Stockton Heath 1,022.80 1,227.35 1,431.91 1,636.47 1,841.03 2,250.15 2,659.27 3,068.39 3,682.06 
Stretton 1,005.16 1,206.19 1,407.22 1,608.25 1,809.28 2,211.34 2,613.41 3,015.47 3,618.56 
Walton 1,000.22 1,200.27 1,400.31 1,600.36 1,800.40 2,200.49 2,600.58 3,000.67 3,600.80 
Winwick 1,026.65 1,231.98 1,437.31 1,642.64 1,847.97 2,258.63 2,669.29 3,079.95 3,695.94 
Woolston 996.64    1,195.96 1,395.29 1,594.62 1,793.94 2,192.60 2,591.25 2,989.91 3,587.89 

Average Band D 1,009.50 1,211.40 1,413.30 1,615.20 1,817.10 2,220.90 2,624.70 3,028.51 3,634.21 



 

AGENDA ITEM 5 
WARRINGTON BOROUGH COUNCIL 
 
COUNCIL – 24 February 2020  
 
Executive Director: Steven Broomhead 

Chief Executive and Returning Officer 
 

Report Author:  Ethan Hall-Pearson  
  

Contact Details: Email Address: 
Ethan.hall-
pearson@warrington.gov.uk    
 

Telephone: 
01925 443188 

Ward Members: 
 

All Ward Members. 

 
TITLE OF REPORT:  RESULTS OF BOROUGH COUNCIL BYE ELECTION HELD ON 

   24 February 2020  
 
1. PURPOSE 
 
1.1 To report on the result of the Borough By Election held on 24 February 2020. 
 
2. CONFIDENTIAL OR EXEMPT 
 
2.1 This report is not confidential or exempt. 
 
3. INTRODUCTION AND BACKGROUND 
 
3.1 A By Election was held on 24 February 2020 in the Burtonwood and Winwick Ward 

following the sad death of Cllr T O’Neil.  Cllr A Abbey, Labour was elected.   The turnout 
for the election was 25.2%.  

 
4. RESULTS OF BYE ELECTION HELD ON 24 February 2020  
 

The result of the election was: 
 

Candidate Party Number of Votes 
ABBEY, Alex Labour party 753 
CAMPBELL,Paul Thomas Conservative party 469 
NICHOLLS, Trevor Independent 56 



 

 
5. FINANCIAL CONSIDERATIONS 
 
5.1 Cost of election contained within the Monitoring Officer’s budget. 
 
6. RISK ASSESSMENT 
 
6.1 There are no associated risks. 
 
7. EQUALITY AND DIVERSITY / EQUALITY IMPACT ASSESSMENT 

 
7.1 Nil. 
 
8. CONSULTATION 
 
8.1 No consultation has been carried out for the purpose of this report. 
 
9. REASONS FOR RECOMMENDATION 
 
10.1 To inform the Council of the result of the Borough By election for the Burtonwood and 

Winwick Ward held on 24 February 2020.    
 
11. RECOMMENDATION 
 
11.1 Council is recommended to note the information contained within this report. 
 
12. BACKGROUND PAPERS  
 
12.1    Declaration of Results. 
 
Contacts for Background Papers: 
 

Name E-mail Telephone 
Alison McDonald amcdonald@warrington.gov.uk  

 
01925 442041 
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