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Gareth Owens LL.B Barrister/Bargyfreithiwr
Chief Officer (Governance)
Prif Swyddog (Llywodraethu)

To: ALL MEMBERS OF THE COUNCIL
CS/NG

11 February 2015

Tracy Waters on 01352 702331
tracy.waters@flintshire.gov.uk

Dear Sir / Madam

A meeting of the FLINTSHIRE COUNTY COUNCIL will be held in the COUNCIL 
CHAMBER, COUNTY HALL, MOLD CH7 6NA on TUESDAY, 17TH FEBRUARY, 
2015 at 2.00 PM to consider the following items.

Yours faithfully

Democracy & Governance Manager

A G E N D A

1 APOLOGIES FOR ABSENCE 
2 COUNCIL MINUTES (Pages 3 - 8)

To confirm as a correct record the minutes of the meeting held on 27 January 
2015.

3 DECLARATIONS OF INTEREST 
To receive any declarations of interests from Members.

4 COMMEMORATION AND TRIBUTES TO THE LATE COUNCILLOR 
STELLA JONES 

5 CHAIR'S COMMUNICATIONS 
6 PETITIONS 
7 PUBLIC QUESTION TIME 

Public Document Pack
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8 QUESTIONS 
To note the answers to any questions submitted in accordance with County 
Council Standing Order No. 9.4(A).

9 NOTICE OF MOTION 
10 COUNCIL FUND REVENUE BUDGET 2015/16 (Pages 9 - 74)

Report of Chief Executive, Chief Officer (People and Resources), Corporate 
Finance Manager enclosed.

11 COUNCIL FUND CAPITAL PROGRAMME 2015/16 AND INDICATIVE 
FUNDING TO 2018/19 (Pages 75 - 98)
Report of Chief Executive, Chief Officer (Organisational Change), Corporate 
Finance Manager enclosed. 

12 HOUSING REVENUE ACCOUNT 2015/16 & CAPITAL PROGRAMME 
2015/16 (Pages 99 - 126)
Report of Chief Executive, Chief Officer (Community and Enterprise), 
Corporate Finance Manager enclosed. 

13 PRUDENTIAL INDICATORS 2015/16 - 2017/18 AND REVISION OF 2014/15 
PRUDENTIAL INDICATORS (Pages 127 - 138)
Report of Corporate Finance Manager enclosed. 

14 MINIMUM REVENUE PROVISION  - 2015/16 POLICY (Pages 139 - 148)
Report of Corporate Finance Manager enclosed. 

15 TREASURY MANAGEMENT STRATEGY 2015/16 (Pages 149 - 178)
Report of Corporate Finance Manager enclosed. 



FLINTSHIRE COUNTY COUNCIL 
27 JANUARY 2015

Minutes of the meeting of the Flintshire County Council held at County Hall, 
Mold on Tuesday, 27 January 2015

PRESENT: Councillor Glenys Diskin (Chair)
Councillors: Alex Aldridge, Bernie Attridge, Glyn Banks, Haydn Bateman, 
Marion Bateman, Chris Bithell, Amanda Bragg, Helen Brown, Derek Butler, 
Clive Carver, David Cox, Paul Cunningham, Peter Curtis, Ron Davies, 
Rosetta Dolphin, Ian Dunbar, Andy Dunbobbin, Carol Ellis, David Evans, Jim 
Falshaw, Veronica Gay, Robin Guest, Alison Halford, Ron Hampson, George 
Hardcastle, Ray Hughes, Dennis Hutchinson, Joe Johnson, Rita Johnson,  
Christine Jones, Kevin Jones, Colin Legg, Phil Lightfoot, Brian Lloyd, Richard 
Lloyd, Mike Lowe, Dave Mackie, Nancy Matthews, Hilary McGuill, Tim 
Newhouse, Mike Peers, Vicky Perfect, Neville Phillips, Mike Reece, Gareth 
Roberts, David Roney, Tony Sharps, Aaron Shotton, Paul Shotton, Nigel 
Steele-Mortimer, Carolyn Thomas, Owen Thomas, David Wisinger and Matt 
Wright

APOLOGIES: 
Councillors: Alan Diskin, Chris Dolphin, Brian Dunn, Cindy Hinds, Ann 
Minshull, Billy Mullin, Ian Roberts, Ian Smith and Arnold Woolley

IN ATTENDANCE: 
Chief Executive, Chief Officer (Community and Enterprise), Democracy and 
Governance Manager, Corporate Finance Manager, Finance Manager and 
Team Manager – Committee Services

76. COUNCIL MINUTES

The minutes of the meeting held on 25 November 2014 had been 
circulated with the agenda.

RESOLVED:

That the minutes be approved as a correct record.

77. DECLARATIONS OF INTEREST

None were received. 

78. CHAIR’S COMMUNICATIONS

A copy of the Chair’s communications had been circulated to all 
Members before the meeting.  The Chair thanked all Members for their well 
wishes whilst she had been poorly.
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The Chair welcomed the Flintshire County Council apprentices who 
were in attendance to observe meeting protocol and decision making 
processes as part of their studies at Coleg Cambria.

79. PETITIONS

Councillor Mike Reece submitted a petition from residents objecting to 
the installation of speed humps on the High Street in Bagillt.   

80. PUBLIC QUESTION TIME

The Democracy and Governance Manager confirmed that none had 
been received.  

81. QUESTIONS

The Democracy and Governance Manager confirmed that none had 
been received.  

82. QUESTIONS FROM MEMBERS ON COMMITTEE MINUTES

The Democracy and Governance Manager confirmed that none had 
been received.  

83. NOTICE OF MOTION

The following Notice of Motion had been submitted by Councillor David 
Roney:-

“This Council resolves to follow other Councils and other European 
Countries in rejecting the European Union (EU) Commission’s Transatlantic 
Trade and Investment Partnership (TTIP) scheme, and calls upon the Prime 
Minister to use his veto to reject the proposed Treaty in order to protect the 
residents and businesses of Flintshire from this threat to any future chance of 
ethical and fair trade.

This Council instructs its Chief Executive to write to Flintshire MPs and 
AMs to ask for their active support in opposing this scheme”.

 The Notice of Motion was formally proposed by Councillor Roney and 
seconded by Councillor Peter Curtis.  

    Councillor Roney detailed the background to the Notice of Motion and 
explained that the TTIP was a Treaty being negotiated in secret between the 
EU and the United States (US), and it had been specifically engineered to 
give multinational companies what they wanted: the dismantling of all social, 
consumer and environmental protection and compensation for the companies 
for any infringement of their assumed rights.
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In his view one of the greatest dangers of TTIP was that it would open 
up Europe’s Public Health, Education and Water Services to US companies 
and it could mean the privatisation of the NHS.  He also referred to how TTIP 
would open the door for widespread GM foods.

He believed the biggest threat that TTIP brought was Investor-State 
Dispute Settlements (ISDS) which allowed unelected companies to sue 
governments if those governments’ policies caused the company to lose 
profit.  Phillip Morris were suing the Australian government for making plain 
packaging mandatory – there were suing Uruguay for increasing the size of 
the graphic health warnings on cigarette packets. 

The litigation was pursued in tribunals knows as ISDS’s.  Such an ISDS 
agreement was also core to the EU’s planned TTIP agreement and would see 
US multinationals sue European governments in such areas as regulating 
tobacco, health and safety and quality controls.  

He concluded by asking that Members support the Notice of Motion to 
protect the people who they represented, and fight to keep TTIP out of the 
UK.

Councillor Carolyn Thomas thanked Councillor Roney for the Notice of 
Motion and also Councillor Arnold Woolley who had previously circulated 
information to all Members.

Councillor Curtis supported the Notice of Motion unconditionally, 
concurring that TTIP was a huge threat to the NHS.

The Leader of the Council, Councillor Aaron Shotton, also supported 
the Notice of Motion which was a national issue and one which would affect 
the residents of Flintshire.  He added that he felt certain companies should be 
publically owned, such as the energy companies and said if the Prime Minister 
signed the proposed Treaty then public ownership of such bodies would 
become essentially impossible.  

Councillor Derek Butler also spoke in support of the Notice of Motion 
citing that the Treaty would greatly affect the rights of workers and the 
potential damage to the NHS. 

Councillor Bernie Attridge requested a recorded vote and was 
supported by the requisite nine other Members.  On being put to the vote, the 
Notice of Motion was carried.

For the proposal:
Councillors: Alex Aldridge, Bernie Attridge, Glyn Banks, Haydn Bateman, 
Marion Bateman, Chris Bithell, Amanda Bragg, Helen Brown, Derek Butler, 
David Cox, Paul Cunningham, Peter Curtis, Ron Davies, Glenys Diskin, 
Rosetta Dolphin, Ian Dunbar, Andy Dunbobbin, Carol Ellis, David Evans, 
Veronica Gay, Robin Guest, Ron Hampson, George Hardcastle, Ray Hughes, 
Dennis Hutchinson, Joe Johnson, Rita Johnson, Christine Jones, Kevin 
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Jones, Colin Legg, Phil Lightfoot, Brian Lloyd, Richard Lloyd, Mike Lowe, 
Dave Mackie, Nancy Matthews, Hilary McGuill, Tim Newhouse, Mike Peers, 
Vicky Perfect, Neville Phillips, Mike Reece, Gareth Roberts, David Roney, 
Tony Sharps, Aaron Shotton, Paul Shotton, Carolyn Thomas, Owen Thomas 
and David Wisinger

Against the proposal:
Councillors: Nigel Steele-Mortimer and Matt Wright

Abstentions: 
Councillors: Clive Carver, Jim Falshaw and Alison Halford

RESOLVED:

That the Notice of Motion be supported.
 
83. COUNCIL TAX REDUCTION SCHEME

The Chief Executive introduced the report which explained the 
requirement to adopt the Council Tax Reduction Scheme for 2015/16 by 31 
January 2015.  

Within the Regulations made under Schedule 1B of the Local 
Government Finance Act 1992, there was limited discretion given to the 
Council to apply additional elements that were more generous than the 
national scheme, details of which were outlined in the report.  The Council’s 
recommended approach to the available discretions were to continue to apply 
them as follows:

1. Not to increase the “extended payment period” to more than four 
weeks when an applicant started work.  This rule acted as a 
good incentive measure under CTRS and it made sense to 
maintain it in line with the Housing Benefits (HB) Extended 
Payment Rules, which were also set at four weeks. The 
projected cost of this measure for 2014/15 was £20,098 and the 
approximate cost for 2015/16 would be £20,700.

2. To continue to disregard all War Disablement and War Widows 
Pensions as income.  The projected cost of this measure for 
2014/15 was £42,870 and the approximate cost for 2015/16 
would be £44,156.

3. To maintain the standard three month backdating provisions for 
working age customers when a good reason for failing to claim 
earlier was shown.  This reflected the current position with 
regard to CTRS and HB.  The projected cost of this measure for 
2014/15 was £62,502 and the approximate cost for 2015/16 
would be £64,377.

Councillor Aaron Shotton moved approval of the recommendations, 
which was duly seconded, citing his support for the three discretions as 
outlined in the report.
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RESOLVED:

(a) That the laying of The Council Tax Reduction Scheme (Prescribed 
Requirements and Default Scheme) (Wales) (Amendment) Regulations 
2015 be noted; and

(b) That the Scheme as set out in 3.02 of the report be adopted and the 
recommendations to maintain the discretionary payments be approved.

84. TREASURY MANAGEMENT MID-YEAR REPORT 2014/15 

The Corporate Finance Manager presented the Treasury Management 
Mid-Year Report for 2014/15 for approval and thanked all Members who had 
attended the recent Treasury Management training.

The report was considered at Cabinet on 20 January 2015 following the 
recommendation of the Audit Committee on 10 December 2014 which 
considered the report in detail.

Councillor Aaron Shotton moved approval of the recommendation 
which was duly seconded.

Councillor Mike Peers asked for clarification on the interest costs 
associated with debt which he said differed from those in previous reports.  
The Finance Manager said it was a profiled budget, with more costs being 
incurred in the second half of the year than in the first.  She confirmed that the 
remainder of that budget would be paid in the coming six months bringing the 
total paid in line with budget and amounts reported previously.  The Chief 
Executive added that in future reports, end of year projections and accruals 
would be included for ease of reference.

RESOLVED:

That the Treasury Management Mid-Year Report 2014/15 be approved.

85. INABILITY TO ATTEND MEETINGS DUE TO ILLNESS

The Democracy and Governance Manager introduced the report for the 
authorisation of temporary absence of Councillor Billy Mullin from attendance 
at formal meetings.  

Councillor Ian Dunbar moved approval of the recommendation which 
was duly seconded. 

The Chair, on behalf of all Members, sent best wishes to Councillor 
Mullin.
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RESOLVED:

That Councillor Mullin’s absence from meetings be approved.

86. MEMBERS OF THE PUBLIC AND PRESS IN ATTENDANCE

There was 1 member of the public and 2 members of the press in 
attendance.

(The meeting started at 2.00 pm and ended at 2.35pm)

…………………………
Chairman
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FLINTSHIRE COUNTY COUNCIL

REPORT TO: FLINTSHIRE COUNTY COUNCIL

DATE: TUESDAY, 17 FEBRUARY 2015

REPORT BY: CHIEF EXECUTIVE, CHIEF OFFICER (PEOPLE  AND 
RESOURCES, CORPORATE FINANCE MANAGER

SUBJECT: COUNCIL FUND REVENUE BUDGET 2015/16

1.00

1.01

PURPOSE OF REPORT

To provide Members with the recommendations of the Cabinet for the 
Council Fund Revenue Budget 2015/16.

2.00

2.01

2.02

2.03

2.04    

BACKGROUND

A report was considered by Cabinet on 16 December 2014 which 
presented a first draft of the Council Fund Revenue Budget for 
2015/16 for initial approval.

The Cabinet’s initial budget proposals for 2015/16, which at that stage 
identified a budget gap of £1.760m were also referred to Overview 
and Scrutiny for consideration.

Further proposals were presented to Cabinet in January 2015 for 
additional efficiencies of £2.848m which were reported in full to the 
Corporate Resources Overview and Scrutiny Committee and shared 
with the four service portfolio Overview and Scrutiny Committees at 
their respective meetings which were held throughout January which 
left a remaining gap of £0.777m.

The final budget proposals for 2015/16, which show a balanced 
position, will be considered by Cabinet in the morning and verbal 
feedback will be provided at Council.  A copy of this report is attached 
as Appendix A.

3.00
3.01

3.02

3.03

CONSIDERATIONS
The recommendations of the Cabinet to County Council are set out in 
Section 9 of the report.

Section 3 provides an update of the details of the proposals for closing 
the budget gap and details of the final proposed budget and its 
funding are set out in Section 5 of the report.

Section 6 of the report sets out details of reserves and balances.
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3.04

3.05

Section 25 of the Local Government Act 2003 includes a specific duty 
on the Chief Finance Officer to report to the Authority when it is 
considering its Budget and Council Tax on the robustness of the 
estimates and the adequacy of reserves.  Section 7 of the report 
provides this statement in detail.

Section 8 of the report provides an update on risk from the Chief 
Executive.

4.00

4.01

RECOMMENDATIONS

That the Council approves the recommendations of the Cabinet as set 
out in Section 9 of the attached report.

5.00

5.01

FINANCIAL IMPLICATIONS

As set out in the report.

6.00

6.01

ANTI POVERTY IMPACT

As set out in the report.

7.00

7.01

ENVIRONMENTAL IMPACT

As set out in the report.

8.00

8.01

EQUALITIES IMPACT

As set out in the report.

9.00

9.01

PERSONNEL IMPLICATIONS

As set out in the report.

10.00

10.01

CONSULTATION REQUIRED

As set out in the report.

11.00

11.01

CONSULTATION UNDERTAKEN

As set out in the report.
12.00
12.01

APPENDICES
As set out in the report.

LOCAL GOVERNMENT (ACCESS TO INFORMATION ACT) 1985
BACKGROUND DOCUMENTS

Contact Officer: Gary Ferguson
Telephone: 01352 702271
Email:                         gary_ferguson@flintshire.gov.uk
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FLINTSHIRE COUNTY COUNCIL

REPORT TO: FLINTSHIRE COUNTY COUNCIL

DATE: TUESDAY 17 FEBRUARY 2015

REPORT BY: CHIEF EXECUTIVE, CHIEF OFFICER 
(ORGANISATIONAL CHANGE), CORPORATE 
FINANCE MANAGER

SUBJECT: COUNCIL FUND CAPITAL PROGRAMME 2015/16 
AND INDICATIVE FUNDING TO 2018/19

1.00 PURPOSE OF REPORT

1.01 To present the annual Council Fund Capital Programme for 2015/16 
and indicative funding levels to 2018/19.

2.00 BACKGROUND

2.01 The draft annual Council Fund Capital Programme for 2015/16 and 
the indicative funding levels to 2018/19 was considered by Cabinet on 
Tuesday 16th December 2014 for initial approval and was also 
referred to Overview and Scrutiny for consideration.

2.02 The draft proposals were considered by the Corporate Resources 
Overview and Scrutiny Committee on 30th January 2015 (a meeting 
which was open to all Members), where Members offered comments 
and asked questions to clarify issues.  A summary of these, together 
with Officers responses, is included in Appendix 3 of the attached 
Cabinet report.

2.03 The final budget proposals for 2015/16 and the indicative funding to 
2018/19, which were unchanged from the draft stage, were 
considered by Cabinet earlier today.  A copy of the report is attached 
as Appendix A.

2.04 Cabinet were recommended to approve the recommendations as set 
out in 9.01 of the attached report in full for recommendation to 
Council.  A verbal update from Cabinet will be provided at the 
meeting.  It is normal Council practice to approve the annual Capital 
Programme at the annual budget setting meeting alongside the 
annual Council Fund Revenue Budget.
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3.00 CONSIDERATIONS

3.01 Flintshire has to achieve revenue efficiencies of circa £50m over the 
next three years and pressure on capital resources comes at the 
same time as these revenue pressures and is set to continue until at 
least the end of the decade. The combination of the two means that it 
is more important than ever that the Council’s revenue and capital 
service delivery and financial planning are fully integrated.

3.02 In approving the 2014/15 Capital Programme Members endorsed a 
more prudent approach to setting the capital budget, particularly in 
relation to the recognition of capital receipts.  This led to a reduced 
core programme in 2014/15 and in proposing the budget for 2015/16 
this approach has been replicated again.

3.03 The Council is currently developing its Capital Strategy and integrated 
Asset Management Plan.  The document will set out clearly the overall 
approach to capital management, alternative sources of funding and 
the effective delivery of its capital programmes of work in the future 
which are likely to move from the current core programme approach to 
one which is business case derived.  This approach to future capital 
programme delivery will form one of the strands of an overall 
approach which will be set out within the Medium Term Financial Plan 
and will also assist and support a more structured and focussed 
delivery of the capital budget.

4.00 RECOMMENDATIONS

4.01 That Council approve the recommendations listed within the attached 
report from Cabinet at Section 9.01.

5.00 FINANCIAL IMPLICATIONS

5.01 As set out in the report.

6.00 ANTI POVERTY IMPACT

6.01 Individual capital programme schemes may have specific anti poverty 
impacts.

7.00 ENVIRONMENTAL IMPACT

7.01 Individual capital programme schemes may have specific 
environmental impacts.

8.00 EQUALITIES IMPACT

8.01 Individual capital programme schemes may have specific equalities 
impacts.
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9.00 PERSONNEL IMPLICATIONS

9.01 None directly as a result of this report.

10.00 CONSULTATION REQUIRED

10.01 All Members and Overview and Scrutiny.

11.00 CONSULTATION UNDERTAKEN

11.01 All Members and Overview and Scrutiny on 30th January 2015.

12.00 APPENDICES

Appendix A - Report to Cabinet 17th February 2015: Council Fund 
Capital Programme 2015/16 and Indicative Funding to 2018/19.

LOCAL GOVERNMENT (ACCESS TO INFORMATION ACT) 1985
BACKGROUND DOCUMENTS

2015/16 budget papers, including Welsh government papers

Contact Officer: Gary Ferguson
                                    Corporate Finance Manager
Telephone: 01352 702271
Email:                         gary.ferguson@flintshire.gov.uk
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FLINTSHIRE COUNTY COUNCIL

REPORT TO: FLINTSHIRE COUNTY COUNCIL

DATE: TUESDAY, 17 FEBRUARY 2015

REPORT BY: CHIEF EXECUTIVE, CHIEF OFFICER (COMMUNITY 
AND ENTERPRISE), CORPORATE FINANCE 
MANAGER

SUBJECT: HOUSING REVENUE ACCOUNT 2015/16 & CAPITAL 
PROGRAMME 2015/16

1.00 PURPOSE OF REPORT

To present the Housing Revenue Account (HRA) Revenue and 
Capital Budget for 2015/16.

2.00 BACKGROUND

The final proposals for the HRA Revenue and Capital budget for the 
2015/16 financial year, including proposed rent increases were 
considered by Cabinet on 17th February 2015, and recommendations 
made to County Council. A copy of the report is attached as Appendix 
1. 

3.00 CONSIDERATIONS

The outcome of the Cabinet meeting will be reported verbally to the 
Council, along with a presentation on the main details of the HRA for 
2015/16.

4.00 RECOMMENDATIONS

Members are recommended to receive and approve the 
recommendation from Cabinet on 17th February 2015.

5.00 FINANCIAL IMPLICATIONS

As set out in the report to Cabinet on 17th February 2015. 

6.00 ANTI POVERTY IMPACT

None directly as a result of this report. 

7.00 ENVIRONMENTAL IMPACT

None directly as a result of this report. 
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8.00 EQUALITIES IMPACT

None directly as a result of this report. 

9.00 PERSONNEL IMPLICATIONS

None directly as a result of this report. 

10.00 CONSULTATION REQUIRED

None directly as a result of this report. 

11.00 CONSULTATION UNDERTAKEN

None directly as a result of this report. 

12.00 APPENDICES

Appendix 1 – Report to Cabinet – 17th February 2015

LOCAL GOVERNMENT (ACCESS TO INFORMATION ACT) 1985
BACKGROUND DOCUMENTS
None. 

Contact Officer: Clare Budden
Telephone: 01352 702500
Email:    clare_budden@flintshire.gov.uk
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FLINTSHIRE COUNTY COUNCIL

REPORT TO: CABINET

DATE: TUESDAY, 17TH FEBRUARY 2015 

REPORT BY: CHIEF OFFICER (COMMUNITY AND ENTERPRISE)
CORPORATE FINANCE MANAGER 

SUBJECT: HRA REVENUE ACCOUNT 2015/16 & CAPITAL 
PROGRAMME 2015/16

1.00

1.01

PURPOSE OF REPORT

To present for approval the draft HRA Budget for 2015/16, and HRA 
Business Plan developed for the introduction of self-financing in April 
2015.  

2.00

2.01

2.02

2.03

2.04

2.05

BACKGROUND

The UK Government and the Welsh Government have reached an 
agreement to change the financing arrangements for council housing 
in Wales from April 2015. A new rent policy has also been introduced 
which Flintshire is required to implement from April 2015. This sets the 
context for the proposed rent increase and for the requirement to start 
introducing charging for services.

Welsh Local Authorities have long argued for this change; which to 
date, has seen a negative subsidy system in operation which has 
required all eleven stock owning councils across Wales to make a 
total annual payment of £73m  (in Flintshire’s case c£6m) of rental 
income to Welsh Government and on to the UK Treasury. On the 
introduction of self financing this will cease; 

The new arrangements negotiated by Welsh Government will see the 
annual subsidy payment replaced by a one off payment of c£920m. 
The eleven councils are required to take out loans from the PWLB 
which equate to £40m per annum in interest charges.   

In addition to this, a total borrowing cap of £1.85b has been set for all 
eleven councils. This includes the borrowing needed to meet the 
settlement figure referred to above; existing HRA borrowing; planned 
borrowing to meet WHQS, and a small amount to start a new build 
programme. 

The legislative framework to enable this change is contained in the 
Housing (Wales) Act 2014, which came into effect from 17th 
September. This act contains a duty to make the settlement payment; 
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2.06

2.07

2.08

2.09

2.10

2.11

2.12

and in the UK Government – Wales Bill , which is currently at report 
stage, and will set the all Wales limit of indebtedness and those for 
individual Local Authorities’.  

Welsh Government has also set a requirement for all providers of 
social housing to reach the Welsh Housing Quality Standard by 2020. 
This will require some prudential borrowing in Flintshire’s case. 

The council has an aspiration to build council housing to help meet 
unmet need for social housing and self- financing is providing an  
opportunity to take this forward in the next few years.     

The detail on the distribution of the borrowing limits across the eleven 
councils is a Welsh Government decision. WG established an officer 
Steering Group and a number of work streams to take forward this 
work and make recommendations to the Minister. A consultation 
paper on the detailed options to implement self financing was issued 
by Welsh Government in May this year with a return date of July. 
Flintshire’s response to this was supported by Housing Scrutiny 
Committee and agreed by Cabinet prior to submission.
 
In summary, (although figures cannot be defined explicitly at this 
stage), Flintshire’s borrowing requirements and/or limits for borrowing 
will be (approximately) as follows :- 

 Existing HRA borrowing- £25m
 Borrowing to achieve settlement- £92m
 Borrowing for WHQS- £25m 
 Borrowing for new build- £14.5m

The initial borrowing of c£92m for buy out will result in a basket of 
loans of varying lengths in accordance with the Councils treasury 
Management Strategy. External advice has been sought and the 
recommendation is that the council continues to operate a single debt 
pool approach, providing maximum flexibility.     

Work is well underway to prepare for self financing. A HRA project 
group has been established for some time; this includes the Leader, 
Deputy Leader, Cabinet member for Housing, Chief Executive, Chief 
Officer, Finance and Asset Management colleagues. Housing Scrutiny 
Committee has taken a strong interest in this work. An elected 
member and tenant workshop was held in January to discuss self 
financing.

At its November 2014 meeting, subject to a risk assessment, Cabinet 
gave delegated authority for the Leader of the Council with advice and 
guidance from the Chief Officer Governance and Corporate Finance 
Manager to enter into a Voluntary Agreement in January 2015, to 
enable the introduction of self financing for the HRA from 1st April 
2015. This was delayed on the advice of Welsh Government in early 
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2.13

January. Interest rates had reduced considerably since the first 
proposals were developed with Treasury to confirm the detail of the 
Buy out arrangements and Local Authorities and Welsh Government 
wanted to see whether they could adjust the original agreement to 
provide greater certainty to Local Authorities around interest rate 
variations, making the buy out payment more certain. These 
discussions have been positive but are not yet finalised. The figures 
quoted in this report are close to what the final figures are likely to be 
and demonstrate the positive benefit that self financing will provide. 
Subject to a final risk assessment it is expected that the Leader will be 
able to sign the voluntary agreement towards the end of February.      

The HRA will benefit from circa £0.5m additional revenue in year 1 
and this should grow in future years. This will provide additional 
resource for investment in tenants homes and will support 
achievement of the WHQS by 2020, (whilst minimising prudential 
borrowing). In addition the borrowing thresholds set will allow a 
council house building programme (of circa 200 homes over five 
years), to commence in early 2016 following the completion of the 
SHARP tender process. 
  

3.00
3.01

3.02

CONSIDERATIONS
The HRA has to have both short and long term financial planning in 
place. The short term (more detailed) planning shows how the WHQS 
standard can be achieved, Choices document promises kept,  and 
new council housing commissioned. The longer term plan shows a 
viable account with surplus income over expenditure needs. This 
presents opportunities to do more to improve service delivery; 
provides reassurance that once achieved, the WHQS standard can be 
maintained,  and could provide further capital funding for new build ( 
subject to borrowing limits). 

The strategic context for this year’s HRA budget setting includes the  
following:

 The introduction of self- financing and the need to implement  a 
treasury management strategy to  meet the councils new and 
ongoing borrowing requirements   

 Delivering a prudent plan for income- ensuring that rents are 
affordable in  a local context, and phasing in service charging 
for new tenants

 Setting a balanced budget with 3.1% surplus revenue over 
expenditure 

 Continued drive to ensure all service costs are efficient and that 
value for money can be achieved.   

 Maximisation of revenue efficiencies to minimise the borrowing 
required to meet WHQS by 2020.  

 Review of WHQS investment strategy to meet tenant and 
elected member expectation and the new achievable deadline 
of 2020
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3.03

3.04

3.05

3.06

3.07

3.08

 Planning for the delivery of new build council housing in 2016

Rent increase
Councils are required to implement the new Welsh Government rent 
policy from April 2015. Target rent bands are set for each landlord 
based on a consistent set of principles and a common methodology 
across Wales for both local Authorities and Housing Associations. 
Landlord rents will be based on locality, size quality and type of 
dwelling.  Rents will be higher for houses and bungalows compared to 
flats and maisonettes. This framework will be fixed until 2018/19. 
There is flexibility for each landlord to set the rent band at target, 5% 
below or 5% above. Cabinet decided to set Flintshire rents at target to 
support tenant affordability.      

Where a landlords weekly rent is lower than the rent band, rents are 
set at the September CPI figure plus 1.5% plus up to £2 per week, to 
work towards rent convergence. Where rents are above target (this 
applies to circa 1000 Flintshire homes), then the rent increase will be 
inflation (1.2%) plus 1.5% up to minus £2 until the weekly rent falls 
within the target rent band. The September 2014 figure was 1.2%. 
This means an average Flintshire rent increase of 2.7% plus or minus 
up to £2 for 2015/16. Approximately 67% tenants are in receipt of full 
or partial Housing Benefit.      

The business plan attached to this report describes the average rent 
currently payable and the target rent for each property type. Some 
tenancies could take 7 years to achieve the target rent.  

Capital programme
The WHQS and Asset investment programme for 2015/16 has been 
set at a total of £20.3m. This includes provision for internal work 
streams, external enveloping works, fire risk works, DDA, Asbestos, 
off gas  and energy efficiency works. Cabinet has approved the Asset 
investment plan to achieve the WHQS by 2020 and this budget will 
ensure that the council meets the commitments in that plan to achieve 
the standard by 2020.

In addition £0.9m has been budgeted to commence the council house 
building programme.  
 
Attached to this report for Cabinet approval: -

 The 3 year HRA business plan – Appendix A
 30 year revenue and capital account.- Appendix B
 Efficiencies and service investment proposals –Appendix C 
 WHQS programme to achieve the standard in 2020.- Appendix 

D
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4.00 RECOMMENDATIONS

4.01

4.02

4.03

4.04

Cabinet is asked to approve and recommend to the Council:-

The proposed HRA budget for 2015/16 as set out in the Business plan 
at Appendix A, with the 30 year financial assumptions in Appendix B 
and service efficiency and investment proposals in Appendix c

The level of rents for 2015/16 as set out in the business plan with 
target rents applied for new tenancies and the introduction of service 
charges for new tenancies.

The proposed HRA Capital programme for 2015/16 as set out in 
Appendix D    
 

5.00

5.01

FINANCIAL IMPLICATIONS

The HRA is a ring fenced budget. This HRA budget and business plan 
demonstrates that the council can achieve the WHQS by 2020, can 
meet service improvement plans and commitments and with 
prudential borrowing can commence a council house building 
programme in 2016.      

6.00

6.01

ANTI POVERTY IMPACT

Self-financing in the HRA will provide additional revenue to improve 
property standards and to meet service improvement objectives. The 
council has agreed a Rent Policy which will see rents at benchmark 
levels, rather than taking the opportunity to set at 5% per cent above 
the benchmark. This decision was taken to safeguard affordability for 
tenants.     

7.00

7.01

ENVIRONMENTAL IMPACT

Stock investment delivery plans will enhance the appearance of the 
environment and will contribute toward the council’s CO2 reduction 
targets.    

8.00

8.01

EQUALITIES IMPACT

All households will benefit from the Councils WHQS programme. The 
impact of the investment planning and efficiencies is being modelled 
for various customer groups to ensure that there is no 
disproportionate impact on any groups with protected characteristics.  

9.00

9.01

PERSONNEL IMPLICATIONS

Additional staff will be required to deliver an accelerated WHQS 
programme. The funding for these posts is provided for in the WHQS 
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programme.

10.00

10.01

CONSULTATION REQUIRED

The proposed rent increase will be discussed with the Tenants 
Federation at their February meeting. 

11.00

11.01

CONSULTATION UNDERTAKEN

Detailed consultation has been undertaken with tenants and elected 
members to inform the preparation of the revised WHQS investment 
programme.  

12.00
12.01
12.02
12.03
12.04

APPENDICES
HRA Business Plan- Appendix A
30 year HRA Revenue and Capital Account- Appendix B
Efficiencies and service investment proposals – Appendix C 
WHQS programme- Appendix D  

LOCAL GOVERNMENT (ACCESS TO INFORMATION ACT) 1985
BACKGROUND DOCUMENTS

None.

Contact Officer: Clare Budden
Telephone: 01352 703800
Email: clare.budden@flintshire.gov.uk
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BUSINESS PLAN 

2015 - 2018

FLINTSHIRE
HOUSING REVENUE 
ACCOUNT:
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INTRODUCTION

The HRA funds the landlord function of the council for 7200 homes. This includes 

repairs and maintenance, including upgrading properties and environmental 

improvements, neighbourhood management including resolving anti-social behaviour 

and estate caretaking, income collection and customer involvement.

Self financing is being introduced for the Councils Housing Revenue Account (HRA) 

from April 2015. This will replace the current negative subsidy arrangements, 

whereby c£6m of tenants rent is paid to Central Government in Westminster annually. 

 The HRA will remain a ring-fenced account; and self financing is expected to provide 

additional revenue to deliver improved services and will provide more local 

accountability to tenants.

The new arrangements, which will apply to the 11 stock retaining councils, will see 

the annual subsidy payment replaced by a one off payment of c£920m. Each of the 

councils is required to take out loans from the PWLB to fund this payment, and these 

must cumulatively provide £40m per annum in interest charges. As interest rates 

fluctuate and borrowing must take place on 2nd April, it is not possible at this stage to 

model the actual impact from a Flintshire perspective.  As at the beginning of 

February 2015 Flintshire’s settlement figure is expected to be circa £92m.

In addition to borrowing to fund the buy out, a Wales wide borrowing cap has been 

set of £1.85b. This figure will include all existing borrowing, which from an all Wales 

perspective is circa £460m (£25m for Flintshire), borrowing to meet WHQS which is 

£358m for all Wales (£25m for Flintshire) the settlement figure of £920m; then  leaving 

£112m for other priorities such as new build. Flintshire’s negotiated share of the new 

build figure is £14.5m.       

         

        

  BACKGROUND

This report sets out budget proposals for the three year period 2015/2018. Value for 

money principles have been adopted to maximise resources for stock investment, 

service improvement and new build. Page 108



This plan identifies recent service change and efficiencies and future plans.

It does, as with any business plan, make some financial assumptions, and therefore 

any aspects which are adopted will need to be kept under review to ensure that 

assumptions reflect actual costs, performance and risks on an annual basis.

To date rents have been pooled meaning that service costs are charged out equally 

to all tenants irrespective of service recipient. The council is required by Welsh 

Government to de-pool rents and introduce charging for “services”. The expectation 

from Welsh Government is that this will be phased in from 2016 at the latest.

2012 HOUSING BALLOT – CHOICES DOCUMENT

In 2012, the council balloted its tenants on the option for ‘stock transfer’.  This process 

involved making commitments to tenants on service quality and performance, should 

tenants opt to stay with the council or move to an alternative landlord. 71% of tenants 

used their vote, with 88% choosing Flintshire County Council to remain as their 

landlord. 

This plan and budget proposals once approved will provide sufficient resources to 

ensure that all promises made to tenants in the Choices document can be delivered. 

At the time of the ballot a 5 year stock improvement programme was promised which 

would provide full kitchen and heating replacement schemes with limited work 

streams for other property fixtures. At this stage the full WHQS standard could not be 

delivered until 2038. 

Since that time, following detailed cost and investment analysis work, robust 

efficiency plans and improved performance (coupled with relatively low levels of 

borrowing), the investment programme has been accelerated and full achievement of 

the standard can be delivered by 2020.    

  

RESOURCES FOR 2015/16

Rents

The new Welsh Government Rent policy will be implemented for local authorities from 

April 2015 following exit from the Housing Revenue Account Subsidy system. The Page 109



target rent bands for each landlord are based on a consistent set of principles and a 

common methodology across Wales that applies equally to both local authority and 

housing associations.  Landlord rents are based on locality, size, quality and type of 

dwelling.  The policy prescribes that rents should have a higher value for houses and 

bungalows compared to those for flats and maisonettes and rents should have a 

higher value for larger dwellings. 

The rent policy sets out the total target rent band for each landlord and landlords will 

be required to work towards and ultimately achieve average weekly rent levels that 

fall within the scope of those bands. The banding can be set at 5% above or below 

the target rent.  

Where a landlord’s weekly rent is higher than the target rent band, the landlord is 

expected to increase its rents more slowly (inflation minus £2) until the average 

weekly rent falls within the target rent band.  Where a landlord’s weekly rent is lower 

than the target rent band, transitional protection will apply to tenants. In any year a 

landlord will not be permitted to increase the rent for any individual tenant by more 

than £2 per week in addition to the agreed average annual rate of rent increases for 

the sector as a whole. The inflation indices to be used for uplifting rents each year 

will be based on CPI at the previous September and a real increase percentage of 

1.5% will be applied to the inflation indices. This will be fixed until 2018/19.

CPI for Sept 2014 is 1.2% plus 1.5% giving rent inflation for 2015/16 of 2.7%.  

Anticipated Rental (including voids rent loss) and other income for the three year 

period 2015/16, 2016/17 and 2017/18 are shown in the table below:  

Year Net Rental 
Income 

Other Income Total Income 

2015 – 2016 £28,365,000 £ 1,033,000 £ 29,398,000

2016 – 2017 £29,685,000 £ 1,270,000 £ 30,955,000

2017 – 2018 £30,959,000 £ 1,547,000 £ 32,506,000
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Rent Charges

2015/16
£'s No.

 Target Rents  Properties 

Target Rent

Average 
Transitional 

Rent Variance

Equal to / 
Above 

Target Rent
Below 

Target Rent
G2house 689          84.91         77.79 -       7.12 54 635
G3House 3201         93.40         82.97 -     10.43 60 3141
G4house 117        101.89          90.12 -      11.77 0 117
G5house 10        110.38          95.19 -      15.19 0 10
G6house 4        110.38         98.52 -      11.86 0 4
G1Flat 178          71.64          71.39 -       0.25 101 77
G2Flat 279         79.32         74.95 -       4.37 23 256
G3Flat 61         87.00         82.00 -       5.00 0 61
G1bungalow 11         76.42         72.59 -       3.83 1 10
G2bungalow 1          84.91         80.34 -       4.57 0 1
G3bungalow 1         93.40         96.72         3.32 1 0
G2maisonette 9         76.82         76.82             -   9 0
G3maisonette 1         84.50         77.75 -       6.75 0 1
S1house 1         76.42         72.07 -       4.34 0 1
S2house 2          84.91          77.15 -       7.75 0 2
S3house 15         93.40         86.76 -       6.64 2 13
S1Flat 504          71.64          71.15 -       0.49 370 134
S2Flat 341         79.32         78.44 -       0.88 210 131
S3Flat 2         87.00         85.46 -       1.54 1 1
S1bungalow 1138         76.42         70.76 -       5.65 130 1008
S2bungalow 619          84.91         76.07 -       8.83 21 598
S3bungalow 26         93.40         90.00 -       3.40 9 17

7210  £  85.97  £  78.46 -£ 7.51 992 6218

The above chart shows the transitional rents chargeable to Flintshire tenants under 

the new rents policy from 2015/16 and how they compare to target rents.  The 

average rent chargeable for 2015/16 is £78.46 some £7.51 below the weekly target 

rent under the new policy.  There are currently 992 (13.8%) tenancies at target rent.

G = General Need

S = Sheltered

The number equates to the number of bedrooms the property has for example a 

G3house is a general need 3 bed house.
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Empty Properties

Void rent loss is currently at 1.38% of rental income.  The business plan assumes 

void rent loss of 1.30%.

Service Charges

Flintshire Council currently pools rents and service charges, and is required to start 

the process of disaggregating service charges from rents. Some tenants receive 

additional services, over and above the service that is provided through rent 

payments. This tends to apply to those living in blocks of flats, or in schemes with 

communal/shared facilities. De pooling involves separating out these costs and 

charging them as a service charge to those who receive the service.

It is recognized that the costs for providing some current  services are not value for 

money and the quality of some services will need to be improved and costs reduced. 

 With the exception of services provided for the benefit of individuals, the service 

charges described are all currently “housing benefit eligible”. At the beginning of this 

financial year 67% of tenants were in receipt of full or partial housing benefit.

It is proposed that charges would be introduced on a phased basis for existing tenants 

over the three years from 2016 leaving a full year to review, consult and improve 

services. Charging will be introduced fully for new tenancies from April 2015.  

The HRA currently funds services to the value of £0.700m per annum (excluding 

Administration costs).   Service charging will be phased in as follows:

Year 1 (2015/16) New tenants service charges

Year 2 (2016/17) As above and Aerials, individual gardens, hedges and communal 

cleaning services

Year 3 (2017/18) As above and Laundry and Janitor services 

Year 4 (2018/19) As above and Caretaking and Communal garden services

The estimated cost recovery based on current service costs for 2015/16 is £0.030m.

Expenditure 

Staff and associated costs                                                  Page 112



The business plan includes 219.2 established Positions (FTE) within the Housing 

Revenue Account in 2015/16 a reduction of 7.3 FTE’s on 2014/15.  73% of these are 

direct service posts and 27% are back office and management.

Housing Asset Management

Housing Asset Management (HAM) includes Responsive repairs, voids, WHQS and 

cyclical works and Disabled adaptations.  Total FTE’s for HAM assumed in the plan 

are 150.4 a reduction of 3.0 FTE’s on 2014/15.  The revenue budget for 2015/16 is 

£8.398m and includes £0.207m of savings targets compared to 2014/15. 

Total Housing Asset management and support costs for 2015/16 are £1.153m 
(£160 per tenancy a reduction of £3 on 2014/15) and total repair and 
maintenance expenditure costs are £7.245m (£1,005 per tenancy a reduction of 
£33 on 2014/15) 

Tenancy Management

Tenancy Management (TM) includes Rents, Anti Social Behaviour, Tenant 

participation and Tenancy management services.  Total FTE’s assumed in the plan 

are 35.6; a reduction of 3.5 on 2014/15.  The budget for 2015/16 is £1.573m and 

includes £0.301m of savings targets compared to 2014/15. 

Total Tenancy management support costs for 2015/16 are £0.266m (£37 per 
tenancy a reduction of £18 on 2014/15) and Tenancy management frontline 
costs are £1.308m (£180 per tenancy a reduction of £24 on 2014/15).

Estate Services

Estate Services (ES) includes all costs associated with service charges and landlord 

costs for communal buildings.  Total FTE’s assumed in the plan for ES are 8.6, an 

increase of 0.5 Fte’s on 2014/15.  This is for a service charge officer post to enable 

implementation of the service charge programme.  The budget for 2015/16 is 

£1.024m.  

The total cost for estate services equates to £142 per tenancy in 2015/16.

Support Services
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Support Services include Finance and cash collection, I.T, member services, HR and 

Training, Legal, Insurance, Buildings, admin and Corporate management costs.  The 

budget for 2015/16 is £2.280m and includes £0.355m of savings targets compared to 

2014/15. 

Total support services costs are £316 per tenancy a reduction of £43 per 
tenancy.

Capital Financing
The HRA self financing requires that FCC borrows the settlement amount from PWLB 

at the beginning of 2015/16.  The current estimated figure for Flintshire is £92m.

The borrowing strategy for 2015/16 is not to commit to long term borrowing too early, to 

wait until it is clear from capital expenditure plans and reserves that long term borrowing 

is needed.  The HRAS settlement amount will be borrowed on the 2nd April as required, 

but with £10m being borrowed for 1 year, providing some flexibility in FCCs loan portfolio. 

 When the loan matures in 2016/17 it can be refinanced on a short or long term basis 

from the PWLB or from the wider market.

Capital financing costs for 2015/16 are estimated at £5.6m a reduction of £0.5m which 

is the anticipated saving associated with leaving the HRA subsidy system.  This figure is 

likely to be fluid until self financing is concluded and will be monitored and revised as 

necessary.

Expenditure over the same period is forecasted as follows:                            
Year Management 

Costs 
Repairs Capital 

Financing 
Total 
Expenditure 

2015/16 £4,877,000 £8,398,000 £5,621,000 £18,896,000
2016/17 £4,936,000 £8,201,000 £7,847,000 £20,984,000
2017/18 £4,950,000 £8,364,000 £8,355,000 £21,669,000

Service Management 
cost per 
tenancy

Service Cost 
per tenancy

Total cost 
per 
tenancy

Housing Asset 
Management

£160 £1,005 £1,165

Estate Services £0 £142 £142
Tenancy Management £37 £180 £218
Support Services £316 £0 £316
Debt Financing £759 £0 £759
Total Cost £1,272 £1,327 £2,600
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The capital programme for 2015/16 is £21.2m of which the majority is allocated to 

achieving the Welsh Housing Quality Standard.

Council House Build Programme
Self financing will provide the HRA with enough borrowing headroom to start a build 

programme of new Council homes.  It is anticipated that 200 homes could be built over 

5 years if these are all built on HRA land, and costs are controlled closely.  A full 

procurement exercise is underway and the developer should be appointed by May 2015, 

with the first start on site in early 2016. 

The proposed mix for the first Council house development in Chapel St Flint includes:

14 2 bed houses

8    3 bed houses  

6 1 bed apartments

2 2 bed apartments.

Total 30 Council homes 

A further 20 homes will also be started at the same time in other sites across the 

county. 

A Task and Finish group has been established, with representation from tenants and 

elected members to agree the Flintshire House standard. Key priorities have been 

identified which are, energy efficiency, sufficient storage space and adequate room 

sizes for family living, lifetime home elements which are practical and cost effective 

to deliver so making properties fit for purpose for a range of needs across residents 

lives;  

Business plan headroom of £14.5m has been identified for the programme at the 

moment but this could be extended if further efficiencies are identified and delivered.

BRIEF SUMMARY OF RECENT SERVICE CHANGES / EFFICIENCIES 
ALREADY ESTABLISHED

Delivering the Choices Document promises 
Since the positive ballot result for the future ownership of the council housing stock, the 

council has focussed on delivering the promises made to tenants in the Choices 

document. These included both service improvements and stock investment. A number 

of the successes are detailed below;
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 Appointed two Tenant Liaison Officers to involve customers in the delivery of 

improvements in their homes, and appointed a Customer Involvement Assistant 

on a temporary basis as a trial. 

 A dedicated Anti-Social Behaviour Team of three officers has been created. This 

has improved the service to those suffering anti-social behaviour considerably.   

 Face to face customer service has been improved through the opening of three 

Flintshire Connects Centres in Holywell, Flint and Connahs Quay.

 Creation of a Financial Inclusion and Tenancy Support Team to support tenants 

struggling with debt and maintain their tenancies

 Community hubs developed to deliver support services to older tenants in a 

number of areas throughout the County

 Creation of Apprenticeships and Local Jobs through the Welsh Housing Quality 

Standard delivery programme

Staffing Costs

Senior Management Costs have reduced significantly over the last three years: At 

this stage there were four Senior Managers and 50% Head of service costs 

associated with leading and managing the HRA. From early 2015 this has now 

reduced to 1 senior Manager and 30% of the cost of the Chief Officer. 

Team Staffing Costs: Housing Asset Management has recently restructured to 

reduce staffing costs creating savings of £174.0k and Neighbourhood Housing 

Management are currently re-structuring and have supported voluntary 

redundancies, flexible retirements, and applications for full time staff to reduce hours. 

The proposed re-structure and associated salary savings are addressed later in this 

report.

Lean Reviews
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Lean reviews on all areas of the service led by a team of internal staff, and involving 

customers trained in the process has been carried out in order to improve 

performance, and reduce cost. For example, a review of the collection of ‘Former 

Tenant Arrears’ was completed and has increased collection from £56.7k in 2011/12 

to £117.3k in 2013/14.

A further example of how lean has been used to generate more efficient ways of 

working is the introduction of appointments and reminders reducing the incidents of 

failed appointments and is creating ongoing efficiencies. 

Closure of Depot

Housing Asset Management has delivered savings in operational costs of £95.6k by 

closing an outdated depot.

Outsourcing Stores 

Housing Asset Management has delivered savings of £101.2k by outsourcing stores 

to an external provider.

Multi-Skilling

Enhancing trades’ staff multi-skilling has brought about ongoing efficiencies by 

reducing the need for multiple appointments and associated costs to repairs.

Fleet Review

The completion of the fleet review has resulted in efficiencies of £81.8k

Gas Servicing

The introduction of compressed working hours (8 day fortnight) has meant that the 

service can be extended from 08:00 – 18:00 resulting in greater performance and 

lower risk to the council of expired gas safety certificates. The introduction of warrants 

for forced entry access has reduced the costs of legal cases. 

WHQS Programme Out-turns
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2012/13 No. planned No. delivered

Heating 
upgrades

600 1100

Kitchen 
replacements 

922 1100

Smoke 
detectors

884 2400

Bathroom 
replacements

56 62

201314 No. planned No. delivered

Heating 
upgrades

600 977

Kitchen 
replacements 

922 1118

Smoke 
detectors

884 804

Bathroom 
replacements

0 200

I.T system- Anti- Social Behaviour Case Management

The introduction of the React System from a paper-based system will enable costs of 

cases to be tracked to ensure value for money (2014-15 is the first benchmarking 

year) and has improved performance by enabling effective case management and 

performance management.

Housing News Magazine Page 118



The number of editions of the publication “Housing News” has been reduced from 4 

to 2 and less costly options have been selected in respect of paper choice. This has 

reduced costs by £7k per year.

Voids Performance

The performance for all Void properties in 2013-14 was an average of 42 days 

compared to 47 days for 2012-13. Letting days for normal Voids was just 33 days in 

Q2 2014/15. This means that average rent loss for void properties now equates to 

1.35% of the rent debit, a consistent reduction.

Rent arrears

Despite the introduction of benefit changes in April 2013 and a subsequent reduction 

in Housing Benefit to the HRA of circa £800k it has been possible to maintain 

performance in this area through a proactive approach to affordability and debt 

management. The council has also out-performed the national average in its ability 

to transfer customers to the smaller properties that they have requested. 

Co-location of Area Housing Teams

The co-location of the three area housing teams along with the ASB Team, Income 

Team and Customer Involvement, has enabled the Connah’s Quay and Mold offices 

to close. The Neighbourhood Teams were one of the first to pilot agile and the new 

flexible working system. This has enabled a reduction in office space and a greater 

flexibility for both staff and customers, with appointments being offered later than 

previously with no additional costs to the service.

New proposals for efficiencies and service improvement

This plan provides additional efficiencies of c£1.2m by year 3.  The principles 

underpinning the efficiencies are as follows:

 Joint Procurement

 Realising and releasing capacity 

 Undertaking work for internal and external partners

 Improved performance

 Increased customer satisfaction. Page 119



FUTURE FORECASTING & DEMAND

 The demand for social housing is nationally outstripping supply, so there is 

minimal risk to the HRA not having sufficient demand for its properties in 

general terms. However, the design and location of some properties has 

resulted in low demand which incurs costs for the council through rent loss. 

 Sheltered bedsits can be unpopular, and the introduction of welfare reform has 

significantly reduced demand for upper floor 2 bedroom flats. Similarly the 

location of some sheltered properties impacts adversely on demand and 

therefore consideration may need to be given in the long term to the re-

designation of some units of accommodation to general needs. Particularly in 

some areas where ‘single-person general need’ accommodation is in short 

supply, and pressures are faced by the council fund to find temporary 

accommodation for vulnerable homeless single people. These issues are 

addressed in the Asset Management Strategy.

 WHQS must be achieved by 2020/2021 requiring an investment of £107m 

however it can be assumed that this additional investment will have a positive 

impact on the demand for repairs, and the scale of investment needed post 

2020/21.  Completion of the works will gradually (from April 2015), release 

capacity for the DLO workforce to undertake capital work streams. 

WHAT THE FUTURE SERVICE WILL LOOK LIKE AND WHAT NEEDS TO 
CHANGE:

 Further improved productivity and performance

 Technology and support systems utilized to full potential

 Introduction of more customer self-serve options

 Improved management of housing stock to protect WHQS investment

 Longer operating hours (8am to 6pm)

 Inspections carried out by trades staff

 “Right First Time” approach, including a considerable increase in repairs jobs 

being completed on the first visit and routine housing enquiries being resolved 

at the first point of contact through the Contact Centre or Connects.

 Majority of repairs undertaken through appointment and scheduling system
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 Streamlined processes to manage absence, capability, and disciplinary 

issues.

 Increased capital works to deliver WHQS

 Improved Business Intelligence from IT System

 More automated workflows through Civica and Capita System

 Increased internal collaboration and joint procurement

 Consideration of the opportunities and benefits for external collaboration  

RISK MANAGEMENT 

A risk management plan has been developed for the WHQS programme and this is 

regularly monitored by both scrutiny committee and the Cabinet.  Reports have also 

been considered on progress of the Choices Document promises by Scrutiny 

Committee and by regular reporting to tenants conferences and the Tenants 

Federation. 

A revised risk assessment process is under development for the council and this will 

be applied to this business plan before April 1st to include new key strategic risks as 

identified below:      

 Self financing 

 MRA funding commitment 

 Council house building programme

CONCLUSION 

This plan is written at a time of significant change for council housing finance across 
Wales.  There are positive opportunities ahead to provide good quality housing services; 
local homes maintained to  a high standard and new council homes built to   meet local 
housing need.
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Flintshire County Council - Base Model Business Plan Assumptions

Revenue operating Account - 2015 to 2044

Year Year

Net Rent 

Income

Other 

Income

Total 

Income

Tenancy 

Mgmnt

Estate 

Services

Housing 

Asset 

Mgmnt

Support 

Costs

Debt 

Charges

Total 

Expenses

Net Operating 

Expenditure Balance B/F CERA Balance C/F CERA MRA

Prudential 

Borrowing

Capital 

Receipts

Total Capital 

Funds

WHQS Capital 

Programme

SHARP 

programme Shortfall

£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000

1 2015.16 (28,365) (1,033) 30 y 1,573 1,024 8,398 2,280 5,621 18,896 (10,502) (946) 10,787 (661) 10,787 5,200 5,400               21,387 20,298 900 (189) 

2 2016.17 (29,685) (1,270) (30,955) 1,601 1,044 8,201 2,291 7,847 20,984 (9,971) (661) 9,897 (734) 9,897 5,200 10,500             25,597 21,589 4,017 9

3 2017.18 (30,959) (1,547) (32,506) 1,632 1,065 8,364 2,253 8,355 21,669 (10,837) (734) 10,813 (758) 10,813 5,200 12,400             28,413 23,004 5,517 107

4 2018.19 (32,192) (1,839) (34,031) 1,664 1,086 8,531 2,296 8,902 22,479 (11,552) (758) 11,524 (787) 11,524 5,200 8,900               25,624 20,214 5,682 272

5 2019.20 (33,366) (1,877) (35,243) 1,697 1,108 8,700 2,341 9,006 22,851 (12,392) (787) 12,379 (800) 12,379 5,200 -                  17,579 17,217 0 (362) 

6 2020.21 (35,103) (1,898) (37,001) 1,730 1,130 8,874 2,387 8,810 22,932 (14,069) (800) 14,066 (803) 14,066 5,200 3,000               22,266 19,518 0 (2,748) 

7 2021.22 (36,332) (1,928) (38,260) 1,765 1,153 9,051 2,435 8,727 23,132 (15,128) (803) 15,121 (810) 15,121 5,200 -                  20,321 22,739 0 2,418

8 2022.23 (37,604) (1,959) (39,562) 1,800 1,176 9,233 2,484 8,531 23,223 (16,339) (810) 16,336 (813) 16,336 5,200 -                  21,536 17,351 0 (4,185) 

9 2023.24 (38,736) (1,990) (40,726) 1,836 1,199 9,417 2,534 8,310 23,296 (17,430) (813) 17,427 (815) 17,427 5,200 -                  22,627 17,871 0 (4,756) 

10 2024.25 (39,782) (2,022) (41,804) 1,873 1,223 9,605 2,584 8,086 23,372 (18,432) (815) 18,429 (818) 18,429 5,200 -                  23,629 18,407 0 (5,222) 

11 2025.26 (41,643) (2,064) (43,707) 1,911 1,248 9,798 2,636 7,871 23,463 (20,245) (818) 20,241 (821) 20,241 5,200 -                  25,441 18,959 0 (6,482) 

12 2026.27 (41,959) (2,089) (44,048) 1,949 1,272 9,994 2,689 7,669 23,572 (20,476) (821) 20,472 (825) 20,472 5,200 -                  25,672 19,528 0 (6,144) 

13 2027.28 (43,092) (2,123) (45,215) 1,988 1,298 10,193 2,742 7,434 23,656 (21,559) (825) 21,556 (828) 21,556 5,200 -                  26,756 20,114 0 (6,642) 

14 2028.29 (44,255) (2,158) (46,414) 2,028 1,324 10,397 2,797 7,203 23,749 (22,665) (828) 22,662 (831) 22,662 5,200 -                  27,862 20,717 0 (7,144) 

15 2029.30 (45,450) (2,195) (47,645) 2,068 1,350 10,605 2,853 6,975 23,852 (23,793) (831) 23,790 (835) 23,790 5,200 -                  28,990 21,339 0 (7,651) 

16 2030.31 (46,678) (2,232) (48,909) 2,109 1,377 10,817 2,910 6,749 23,963 (24,946) (835) 24,942 (839) 24,942 5,200 -                  30,142 21,979 0 (8,163) 

17 2031.32 (48,861) (2,281) (51,142) 2,152 1,405 11,034 2,969 6,540 24,099 (27,043) (839) 27,038 (843) 27,038 5,200 -                  32,238 22,639 0 (9,600) 

18 2032.33 (49,232) (2,309) (51,541) 2,195 1,433 11,254 3,028 6,307 24,217 (27,324) (843) 27,320 (848) 27,320 5,200 -                  32,520 23,318 0 (9,202) 

19 2033.34 (50,561) (2,348) (52,910) 2,239 1,462 11,479 3,088 6,083 24,351 (28,559) (848) 28,554 (852) 28,554 5,200 -                  33,754 24,017 0 (9,737) 

20 2034.35 (51,927) (2,389) (54,316) 2,283 1,491 11,709 3,150 5,889 24,523 (29,793) (852) 29,787 (858) 29,787 5,200 -                  34,987 24,738 0 (10,249) 

21 2035.36 (53,329) (2,431) (55,760) 2,329 1,521 11,943 3,213 5,440 24,447 (31,313) (858) 31,316 (856) 31,316 5,200 -                  36,516 25,480 0 (11,036) 

22 2036.37 (54,768) (2,474) (57,242) 2,376 1,551 12,182 3,277 5,121 24,507 (32,736) (856) 32,733 (858) 32,733 5,200 -                  37,933 26,244 0 (11,689) 

23 2037.38 (57,330) (2,532) (59,862) 2,423 1,582 12,426 3,343 4,779 24,553 (35,309) (858) 35,307 (859) 35,307 5,200 -                  40,507 27,032 0 (13,475) 

24 2038.39 (57,766) (2,563) (60,329) 2,472 1,614 12,674 3,410 4,539 24,709 (35,620) (859) 35,615 (865) 35,615 5,200 -                  40,815 27,843 0 (12,972) 

25 2039.40 (59,326) (2,609) (61,935) 2,521 1,646 12,928 3,478 4,483 25,056 (36,878) (865) 36,866 (877) 36,866 5,200 -                  42,066 28,678 0 (13,388) 

26 2040.41 (60,927) (2,656) (63,584) 2,571 1,679 13,186 3,548 4,314 25,298 (38,286) (877) 38,277 (885) 38,277 5,200 -                  43,477 29,538 0 (13,939) 

27 2041.42 (62,572) (2,705) (65,277) 2,623 1,713 13,450 3,619 4,146 25,550 (39,727) (885) 39,718 (894) 39,718 5,200 -                  44,918 30,424 0 (14,494) 

28 2042.43 (64,262) (2,755) (67,016) 2,675 1,747 13,719 3,691 3,897 25,729 (41,287) (894) 41,281 (901) 41,281 5,200 -                  46,481 31,337 0 (15,144) 

29 2043.44 (67,268) (2,822) (70,090) 2,729 1,782 13,993 3,765 3,765 26,034 (44,056) (901) 44,045 (911) 44,045 5,200 -                  49,245 32,277 0 (16,968) 

30 2044.45 (70,389) (2,891) (73,280) 2,783 1,817 14,273 3,840 3,635 26,349 (46,931) (911) 46,920 (922) 46,920 5,201 -                  52,121 33,246 0 (18,876) 

Capital ProgrammeIncome Expenditure Net Operating Balance Available Capital Funding

Flintshire HRA Business Plan Financial model 201516 FINAL 110215 (Appendix B) 11/02/2015  15:42
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HRA Business Planning - Appendix C

Risk Income Model 1 and 2 2015/16 2016/17 2017/18 Notes

Service Impact 

RAG Deliverability

Staffing Implications 

RAG EIA RAG

1 LOW

Increased rental income from rent reform inc. 

agreed inflationary increases (1,060,928) (1,319,841) (1,273,947)

Rent re-structing will mean an increase in 

rental income until the target rent is achieved.

Green Green Green Green

2 LOW

Reduction in income arising from phased 

implementation of gardens and service 

charges 738,051 522,187 266,271

2014/15 Business plan assumed full 

implementation in year 1. This reduction in 

income reflects the revised phased 

implementation plan.

Amber Green Green Green

Total (322,877) (797,655) (1,007,676)

Risk Savings Options Model 1 and 2 2015/16 2016/17 2017/18 Notes

Service Impact 

RAG Deliverability

Staffing Implications 

RAG EIA RAG

3 LOW

Maximise material efficiencies via product mix 

and pricing 3% (56,000) (56,000) (56,000)

Realise efficiencies through the Travis 

Perkins contract via price reductions or 

changing product types.

Green Green Green Green

4 MEDIUM Fire Alarm Testing in-house (45,000) (45,000) (45,000)

Proposal for Estate Caretakers to carry out 

function in place of contractors.

Green Amber Amber Green

5 MEDIUM Mobile Working back office savings 1,056 (21,761) (21,761)

1 FTE Admin Staff reduction as a result of 

less paperwork and more efficient back office 

processes. Replaced with a one year system 

auditor post for implementation of job 

sheduling

Green Green Amber Green

6 MEDIUM

Mobile working performance and productivity 

savings 150,000 (24,555) (24,555)

Void programme of works incorporating a 

phased move from subcontractors in year 1 

to a team of 6 trades staff in years 2 and 3 as 

a result of increased productivity allowing for 

the redeployment of resource.

Green Green Amber Green

7 LOW Reduction in PPE and cleaning products (10,000) (10,000) (10,000)

A reduction in the supply of PPE to supply 

only essential items and a reduction in the 

supply of some cleaning materials will result 

in savings of £10k pa

Green Green Green Green

8 LOW

Remove Tenant Incentive Budget and replace 

with urgent cases budget (20,000) (20,000) (20,000)

Currently have a budget of £35000 to assist 

tenants with downsizing. 
Green Green Green Green

9 MEDIUM Review security policy for voids (100,000) (100,000) (100,000)

Review Options for achieving value for 

money on void security costs
Amber Green Green Green

10 LOW

Reduced expenditure on rent credits on 

tenancy commencement. (27,000) (27,000) (27,000)

Prospective tenants are now provisionally 

allocated properties well in advance of the 

tenancy start date so there is a reduced need 

to provide rent free weeks at the start of the 

tenancy

Green Green Green Green

11 MEDIUM Van stock management (10,000) (10,000) (10,000)

Fuel reductions due to effective van stock 

management
Green Green Green Green

12 MEDIUM Savings on the stores contract 0 (56,000) (56,000)

This could be achieved through a joint 

contract with Wrexham or as part of a re-

tendered service.

Green Amber Green Green
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13 MEDIUM Introduction of flexible working for trades staff (22,000) (22,000) (22,000)

15% reduction in overtime as some 

tradesstaff are working until 6pm meaning 

Emergencies can be dealt with by those 

working and not through overtime.

Green Green Green Green

14 MEDIUM Introduce a tree management policy (18,000) (18,000) (18,000)

Essential tree works only on trees in tenants 

gardens. Medium risk as may increase H&S 

issues 

Green Green Green Green

15 HIGH Fleet Management (10,000) (10,000) (10,000)

15% reduction on management costs as 

more efficient processes following Corporate 

Fleet Review.

Green Green Green Green

16 MEDIUM Reduced Tenant Group Funding (2,750) (2,750) (2,750) 10% reduction on tenant group funding.
Green Green Green Green

17 MEDIUM Reduce Inspection Team (42,580) (96,588) (96,588)

Reduce inspection team as trades carry out 

more trade based inspections - reduction of 3 

x FTEs

Amber Green Red Amber

18 LOW Housing Management Restructure (116,801) (116,801) (116,801)

Assumptions made about salary grades as 

JEQs yet to be assessed. 
Amber Amber Red Green

19 LOW Business Improvement Officer (34,410) (34,410) (34,410)

Deletion of post in HAM as work is being 

absorbed within the current resources.

Green Green Red Amber

20 MEDIUM

Reduce external conference events for tenant 

groups (3,650) (3,650) (3,650)

A reduction in the funding for external 

conferences from £7650 to £4k. 
Amber Amber Green Green

21 LOW

Reduce postage costs / increase electronic 

communications (3,500) (7,000) (7,000)

Lower saving in Year 1 to incentivise switch 

to electronic.
Green Amber Green Green

22 MEDIUM Increase insurance excess (46,849) (46,849) (46,849)

Insurance excess can be increased to reduce 

cost of insurance. Medium risk as savings 

could be offset by number of claims.

Amber Green Green Green

23 LOW One off decant costs (132,591) (132,591) (214,782)

Budget for regeneration of Flint. Once 

complete savings can be made. Majority of 

occupiers have now been re-housed.

Green Green Green Green

24 Low One year IT post ended 0 (30,358) (30,358)

One year IT project post for Job scheduling 

and service charges.

Green Green Green Green

25 Low One off Redundancy Costs (183,600) (183,600) (183,600)

Redundancy costs will be found via in year 

staff vacancy savings

Green Green Green Green

26 Low Reduce bad debt provision (20,000) (20,000) (20,000) Budget realignment

Green Green Green Green

Total (753,675) (1,094,913) (1,177,105)
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WHQS

3.00% 4.50% 107,573,324

Stock 

Condition 

Survey

Eco 

Funding/Non 

Trad. 

Properties

Internal 

Works

Envelope 

Works Fire Risk

External 

works

Off Gas 

Cost

Environmental 

Works Asbestos

DDA/Smoke 

Alarms

Empty 

Properties

Welfare 

Reform 

Remodelling

Contingency/Ur

gents Fees WHQS Total DFG

Flintshire 

Regen

Non WHQS 

Total

 WHQS 

P.U 

 Other 

Capital 

P.U 

 Total 

Capital 

P.U Stock

£ £ £ £ £ £ £ £ £

2015.16 2,800,000 8,391,450 3,914,950 500,000 475,000 1,100,000 0 350,000 50,000 500,000 100,000 446,442 669,663 19,297,505 1,000,000 900,000 1,900,000 2,676      264         2,940      7,210

2016.17 550,000 11,952,550 2,581,150 150,000 475,000 750,000 950,000 350,000 50,000 750,000 100,000 520,761 781,142 19,960,603 1,030,000 4,017,000 5,047,000 2,768      700         3,552      7,210

2017.18 700,000 9,853,450 5,834,900 150,000 475,000 500,000 950,000 350,000 50,000 350,000 100,000 547,901 821,851 20,683,101 1,060,900 5,516,680 6,577,580 2,861      910         3,945      7,230

2018.19 0 6,825,000 7,051,850 150,000 475,000 0 950,000 350,000 50,000 350,000 100,000 478,556 717,833 17,498,239 1,092,727 5,682,180 6,774,907 2,407      932         3,562      7,270

2019.20 0 2,662,500 7,286,600 150,000 475,000 0 1,900,000 350,000 50,000 350,000 100,000 389,223 583,835 14,297,158 1,125,509 0 1,125,509 1,956      154         2,355      7,310

2020.21 0 662,500 10,718,750 150,000 475,000 0 1,900,000 350,000 50,000 350,000 100,000 432,188 648,281 15,836,719 1,159,274 1,159,274 2,161      158         2,663      7,330

2021.22 11,728,000 2,123,550 1,967,800 150,000 350,000 500,000 489,581 734,371 18,043,301 1,194,052 1,194,052 2,462      163         3,102      7,330

2022.23 11,728,000 500,000 351,840 527,760 13,107,600 1,229,874 1,229,874 1,788      168         2,367      7,330

2023.24 11,728,000 500,000 351,840 527,760 13,107,600 1,266,770 1,266,770 1,788      173         2,438      7,330

2024.25 11,728,000 500,000 351,840 527,760 13,107,600 1,304,773 1,304,773 1,788      178         2,511      7,330

2025.26 11,728,000 500,000 351,840 527,760 13,107,600 1,343,916 1,343,916 1,788      183         2,587      7,330

2026.27 11,728,000 500,000 351,840 527,760 13,107,600 1,384,234 1,384,234 1,788      189         2,664      7,330

2027.28 11,728,000 500,000 351,840 527,760 13,107,600 1,425,761 1,425,761 1,788      195         2,744      7,330

2028.29 11,728,000 A 500,000 351,840 527,760 13,107,600 1,468,534 1,468,534 1,788      200         2,826      7,330

2029.30 11,728,000 500,000 351,840 527,760 13,107,600 1,512,590 1,512,590 1,788      206         2,911      7,330

2030.31 11,728,000 500,000 351,840 527,760 13,107,600 1,557,967 1,557,967 1,788      213         2,999      7,330

2031.32 11,728,000 500,000 351,840 527,760 13,107,600 1,604,706 1,604,706 1,788      219         3,088      7,330

2032.33 11,728,000 500,000 351,840 527,760 13,107,600 1,652,848 1,652,848 1,788      225         3,181      7,330

2033.34 11,728,000 500,000 351,840 527,760 13,107,600 1,702,433 1,702,433 1,788      232         3,277      7,330

2034.35 11,728,000 500,000 351,840 527,760 13,107,600 1,753,506 1,753,506 1,788      239         3,375      7,330

2035.36 11,728,000 500,001 351,840 527,760 13,107,601 1,806,111 1,806,111 1,788      246         3,476      7,330

2036.37 11,728,000 500,002 351,840 527,760 13,107,602 1,860,295 1,860,295 1,788      254         3,580      7,330

2037.38 11,728,000 500,003 351,840 527,760 13,107,603 1,916,103 1,916,103 1,788      261         3,688      7,330

2038.39 11,728,000 500,004 351,840 527,760 13,107,604 1,973,587 1,973,587 1,788      269         3,798      7,330

2039.40 11,728,000 500,005 351,840 527,760 13,107,605 2,032,794 2,032,794 1,788      277         3,912      7,330

2040.41 11,728,000 500,006 351,840 527,760 13,107,606 2,093,778 2,093,778 1,788      286         4,030      7,330

2041.42 11,728,000 500,007 351,840 527,760 13,107,607 2,156,591 2,156,591 1,788      294         4,151      7,330

2042.43 11,728,000 500,008 351,840 527,760 13,107,608 2,221,289 2,221,289 1,788      303         4,275      7,330

2043.44 11,728,000 500,009 351,840 527,760 13,107,609 2,287,928 2,287,928 1,788      312         4,403      7,330

2044.45 11,728,000 500,010 351,840 527,760 13,107,610 2,356,566 2,356,566 1,788      321         4,536      7,330

    30  YEARS COST PROJECTION -WHQS AND OTHER CAPITAL WORKS
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FLINTSHIRE COUNTY COUNCIL

REPORT TO: FLINTSHIRE COUNTY COUNCIL

DATE: TUESDAY 17 FEBRUARY 2015

REPORT BY: CORPORATE FINANCE MANAGER

SUBJECT: PRUDENTIAL INDICATORS 2015/16 - 2017/18 AND 
REVISION OF 2014/15 PRUDENTIAL INDICATORS

1.00 PURPOSE OF REPORT

1.01 To present to Council the recommendations of the Cabinet in relation 
to the setting of a range of Prudential Indicators.
 

2.00 BACKGROUND

2.01 At its meeting of 17th February 2015, Cabinet considered a report from 
the Corporate Finance Manager in respect of the setting of Prudential 
Indicators for the period 2015/16 to 2017/18 and the revision of the 
2014/15 Prudential Indicators.

3.00 CONSIDERATIONS

3.01 The recommendations of Cabinet to County Council are set out in 
Appendix 1 - Prudential Indicators 2015/16 - 2017/18 and Revision of 
2014/15 Prudential Indicators (the report to Cabinet 17th February 
2015).

4.00 RECOMMENDATIONS

4.01 Council is requested to agree the recommendations of the Cabinet as 
set out in the attached report (Appendix 1).

5.00 FINANCIAL IMPLICATIONS

5.01 As set out in the report.

6.00 ANTI POVERTY IMPACT

6.01 None directly as a result of this report.

7.00 ENVIRONMENTAL IMPACT

7.01 None directly as a result of this report.
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8.00 EQUALITIES IMPACT

8.01 None directly as a result of this report.

9.00 PERSONNEL IMPLICATIONS

9.01 None directly as a result of this report.

10.00 CONSULTATION REQUIRED

11.00 CONSULTATION UNDERTAKEN

12.00 APPENDICES

Appendix 1 - Report to Cabinet 17th February 2015: Prudential 
Indicators 2015/16 - 2017/18 and Revision of 2014/15 Prudential 
Indicators

LOCAL GOVERNMENT (ACCESS TO INFORMATION ACT) 1985
BACKGROUND DOCUMENTS

Contact Officer: Liz Thomas
                                    Finance Manager, Technical Accountancy         
Telephone: 01352 702289
Email:                         liz.thomas@flintshire.gov.uk
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APPENDIX 1
FLINTSHIRE COUNTY COUNCIL

REPORT TO: CABINET

DATE: TUESDAY, 17 FEBRUARY 2015

REPORT BY: CORPORATE FINANCE MANAGER

SUBJECT: PRUDENTIAL INDICATORS 2015/16 - 2017/18 AND 
REVISION OF 2014/15 PRUDENTIAL INDICATORS

1.00 PURPOSE OF REPORT

1.01 To present proposals for setting a range of prudential indicators in accordance 
with the Prudential Code for Capital Finance in Local Authorities (the 
Prudential Code).

2.00 BACKGROUND

2.01 The Prudential Code has been developed by the Chartered Institute of Public 
Finance and Accountancy (CIPFA) as a professional code of practice to 
support local authorities in determining their programmes for capital 
investment in fixed assets.  Local authorities are required by Regulation to 
have regard to the Prudential Code when carrying out duties under Part 1 of 
the Local Government Act 2003.

2.02 The framework established by the Prudential Code is intended to support local 
strategic planning, local asset management planning and robust option 
appraisal.  The objectives of the Code are to ensure, within a clear framework, 
that the capital investments plans of local authorities are affordable, prudent 
and sustainable, and that treasury management decisions are taken in 
accordance with good professional practice. 

2.03 The Prudential Code sets out the indicators that must be used, and the factors 
that must be taken into account in preparing such.

3.00 CONSIDERATIONS

3.01 General

3.01.1 The prudential indicators required by the Prudential Code are designed to 
support and record local decision making; they are not designed to be 
comparative performance indicators - the use of them in this way would be 
likely to be misleading and counter productive.  They are considered in parallel 
with the treasury management indicators required by the CIPFA Treasury 
Management in the Public Services: Code of Practice and Cross-Sectoral 
Guidance Notes, as reported elsewhere on this agenda.   
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3.01.2 The Prudential Code recognises that in making capital investment decisions, 
and in reviewing the prudential indicators, the Council must have regard to the 
following:

 Service objectives, e.g. strategic planning for the authority

 Stewardship of assets, e.g. asset management planning

 Value for money, e.g. option appraisal

 Affordability, e.g. implications for Council Tax and Council housing rents

 Prudence and sustainability, e.g. implications for external borrowing

 Practicality, e.g. achievability of the forward plan

The Code does not specify how the Council should have regard to these 
factors, but instead concentrates on the means by which it demonstrates that 
the proposals are affordable, prudent and sustainable.

3.01.3 Affordability is the ultimate constraint on the amount that a local authority can 
spend or borrow.  In practice, when making a decision to invest in a capital 
asset, the authority must do more than simply determine whether it can afford 
the immediate cost.  In order to ensure long term affordability, decisions have 
to be prudent, and in the long term sustainable.  Borrowing has to be prudent 
because, since future interest rates and revenue streams are uncertain, it 
must involve an element of risk.  Furthermore, if the Council is unable to 
deliver its capital programme, or to afford the cost of running and maintaining 
the new facilities, the chosen level of capital investment will not be sustainable 
in the long term.  Prudence and affordability are related concepts.

3.01.4 The Prudential Code specifies that prudential indicators are required to be 
calculated for the forthcoming financial year and two subsequent financial 
years, this process links in with the Medium Term Financial Plan.  

3.02 Housing Revenue Account (HRA) – Introduction of Self Financing

3.02.1 Agreement has been reached between the UK Government and the Welsh 
Government to change the financing arrangements for council housing in 
Wales from April 2015.  Currently a negative subsidy system is in operation 
which requires Flintshire to make annual payments of c£6m in negative 
subsidy to Welsh Government and on to UK Treasury, along with the other 11 
stock retaining authorities in Wales.

3.02.2 The agreement is expected to generate revenue savings allowing the Council 
to increase its investment in existing stock, and support the delivery of 
additional supply of housing.  It will also provide more local accountability to 
tenants.
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3.02.3 Introduction of self financing will end the negative subsidy system and annual 
payments.  The subsidy payments will be replaced with interest payments on 
Public Works Loan Board (PWLB) loans that the Council must borrow to exit 
the subsidy system.  The PWLB loans, called the settlement payment (a one-
off lump sum payment classed as capital expenditure), will be paid to Welsh 
Government (WG) and on to UK Treasury.

3.02.4 WG have established an officer Steering Group and a number of work 
streams to undertake the considerable amount of work involved to exit the 
subsidy system by the 31st March 2015, which Flintshire has been contributing 
to.  Good progress has been made to date, and the work continues.

3.02.5 The settlement payment will be set with reference to PWLB interest rates on 
31st March 2015 and therefore cannot be confirmed at this point in time.  The 
current projection for Flintshire is £92m, based on the latest interest rate 
forecast.  At this value the estimated annual revenue savings are £0.5m.  
These figures will change up until 31st March and will be monitored closely.

3.03 Prudential Indicators for Capital Expenditure

3.03.1 Based on those resources currently allocated (including specific grants, but 
excluding any rephasing of expenditure from 2014/15 to future years), the 
estimates of capital expenditure to be incurred in 2015/16 (and the following 
two years), are as indicated in the table below.  

2015/16 2016/17 2017/18
Estimate Estimate Estimate

£m £m £m

Council Fund 50.359 17.348 7.819

Housing Revenue Account 113.620 25.606 28.520

Total 163.979 42.954 36.339

CAPITAL EXPENDITURE

3.03.2 This is in line with the capital programme proposals recommended to 
commence in 2015/16 in the Council Fund Capital Programme 2015/16 to 
2018/19 report which is included elsewhere on this agenda.  

3.03.3 The 2015/16 HRA total includes the settlement payment required to exit the 
HRA negative subsidy system detailed in section 3.02 of this report.

3.03.4 The capital expenditure totals essentially provide the base financial data from 
which all other indicators follow.
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 3.04 Prudential Indicators for Affordability  

3.04.1 Estimates of the ratio of financing costs to net revenue stream for 2015/16 
based on those expenditure assumptions outlined in the Council Fund and 
Housing Revenue Account (HRA) budget report (both included elsewhere on 
this agenda), are as included in the table below; these indicators of 
affordability address the revenue implications of the Council’s financial 
strategy.

2015/16 2016/17 2017/18
Estimate Estimate Estimate

% % %

Council Fund 5.7% 5.9% 6.1%

Housing Revenue Account 20.1% 26.4% 27.0%

RATIO OF FINANCING COSTS TO NET REVENUE STREAM

The Council Fund net revenue stream is the amount to be met from Welsh 
Government (WG) grants and local taxpayers, and the HRA equivalent is the 
amount to be met from WG grants and from rent payers.  The estimate of 
financing costs includes the current commitments and the proposals included 
in the capital programme report.  

The HRA ratio, calculated in accordance with the Prudential Code, reflects the 
increase in financing costs attributable to the settlement payment required to 
exit the HRA negative subsidy system detailed in section 3.02 of this report.  
The ratio does not include the revenue savings as a result of no longer paying 
negative subsidy which outweigh the increase in finance costs.  As a result of 
this change to the system the HRA expects to save £0.500m per annum.

3.04.2 The Prudential code requires that the estimate of the incremental impact of 
capital investment decisions as proposed in the capital budget report, over 
and above capital investment decisions that have previously been taken by 
the Council, are reported in terms of their impact on Band D Council Tax and 
Housing Rents.
 
The Council Fund Capital Programme contains no new capital investment 
decisions.

The HRA Capital Programme contains capital expenditure funded by 
unsupported (prudential) borrowing for; the settlement payment to exit the 
HRA negative subsidy system detailed in section 3.02 of this report, 
achievement of the Welsh Housing Quality Standard (WHQS), and building 
new Council homes. However, the revenue savings as a result of no longer 
paying negative subsidy, outweighs the increase in finance costs as a result of 
the capital expenditure, meaning that these investment decisions haven’t had 
an increasing impact on rent levels.
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3.05 Prudential Indicators for Prudence

3.05.1 Estimates of the capital financing requirement, for 2015/16 are:

2015/16 2016/17 2017/18
Estimate Estimate Estimate

£m £m £m

Council Fund 181.758 194.278 194.662

Housing Revenue Account 119.308 125.797 134.731

Total 301.067 320.075 329.393

CAPITAL FINANCING REQUIREMENT

3.05.2 The capital financing requirement measures the Council’s underlying need to 
finance capital expenditure by borrowing or other long-term liability 
arrangements.  In accordance with best professional practice, the Council 
does not associate debt with particular items or type of expenditure.  The 
authority has an integrated treasury management strategy and has adopted 
the CIPFA Treasury Management in the Public Services: Code of Practice and 
Cross-Sectoral Guidance Notes.  The Council has, at any point in time, a 
number of cash flows both positive and negative, and manages its treasury 
position in terms of its debt and investments in accordance with its approved 
Treasury Management Policy and Strategy.  The Treasury Management 
Policy Statement 2013 - 2016 and the Treasury Management Strategy 
2015/16 appear elsewhere on this agenda following consideration by the Audit 
Committee in January 2015.  In day to day cash management, no distinction 
can be made between revenue cash and capital cash.  External debt arises as 
a consequence of all the financial transactions of the Council and not simply 
those arising from capital spending.  In contrast, the capital financing 
requirement reflects the Council’s underlying need to finance capital 
expenditure by borrowing or other long-term liability arrangements.

3.05.3 CIPFA’s Prudential Code for Capital Finance in Local Authorities includes the 
following; gross debt and the capital financing requirement, as a key indicator 
of prudence.

‘In order to ensure that over the medium term debt will only be for a capital 
purpose, the local authority should ensure that debt does not, except in the 
short term, exceed the total of capital financing requirement in the preceding 
year plus the estimates of any additional financing requirement for the current 
and next two financial years’.
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In November 2012 CIPFA issued an amendment to the Prudential Code 
changing the indicator from net debt (total borrowing and other long-term 
liabilities less any investments held) to gross debt.  Following reflection that 
comparing the capital financing requirement to the net position i.e., net of 
investments, could potentially mask a position where an authority had 
borrowed other than for a capital purpose and then subsequently invested the 
surplus funds.

The Corporate Finance Manager reports no difficulty in meeting this 
requirement for the future period to which the prudential indicators apply.  This 
view takes into account current commitments, existing plans, and all budget 
proposals.

3.06 Prudential Indicators for External Debt and Treasury Management

2014/15 Revised Indicators

3.06.1 The Prudential Code requires that any revisions to indicators must be 
approved by the body that set them in this case, Council.

3.06.2 The exit from the HRA negative subsidy system detailed in section 3.02 of this 
report will require the Council to borrow to fund the settlement payment.  The 
borrowing arrangements will be made on 31st March 2015, in the 2014/15 
financial year, and the transaction will take place 2 days later on the 2nd April 
2015, in the 2015/16 financial year.  It is therefore necessary to ensure that 
the borrowing limits for both 2014/15 and 2015/16 are sufficient to complete 
the transaction.

3.06.3 Both the Authorised Limit and Operational Boundary for External Debt need to 
be revised from those approved by Council at its meeting of 18th February 
2014.  The tables below show the original estimate and revised Indicators.

2014/15 2014/15
Estimate Revised

£m £m

All Borrowing (Cap/Rev) 202.300 303.100

Other Long Term Liabilities 20.100 20.100

Total 222.400 323.200

AUTHORISED LIMIT FOR EXTERNAL DEBT
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2014/15 2014/15
Estimate Revised

£m £m

All Borrowing (Cap/Rev) 182.300 279.100

Other Long Term Liabilities 10.100 10.100

Total 192.400 289.200

OPERATIONAL BOUNDARY FOR EXTERNAL DEBT

3.06.4 As stated in 3.02.5 the settlement payment and therefore the associated 
borrowing requirement cannot be confirmed until 31st March 2015, as the 
calculation is based on the PWLB interest rate on that day.  The operational 
boundary has been increased to accommodate a settlement payment based 
on rates being 0.5% lower than anticipated in the HRA budget report.  The 
authorised limit has been increased to accommodate the highest possible 
settlement payment.  The point at which the Council would decide not to 
proceed with the introduction of self financing, as the costs of financing the 
debt outweighs the revenue savings from no longer making negative subsidy 
payments.  

Council is asked to approve the revised Indicators for 2014/15.

2015/16 - 2017/18 Indicators

3.06.5 In respect of its external debt, it is recommended that the Council approves 
the following authorised limits for its total external debt gross of any 
investment for the next three financial years.  These limits separately identify 
borrowing from other long term liabilities such as finance leases.  The Council 
is asked to approve these limits and to delegate authority to the Corporate 
Finance Manager, within the total limit for any individual year, to effect 
movement between the separately agreed limits for borrowing and other long 
term liabilities, in accordance with option appraisal and best value for money 
for the authority.  Any such changes made will be reported to the Council at its 
meeting following the change.

2015/16 2016/17 2017/18
Estimate Estimate Estimate

£m £m £m

All Borrowing (Cap/Rev) 324.100 341.100 353.100

Other Long Term Liabilities 20.100 20.100 20.100

Total 344.200 361.200 373.200

AUTHORISED LIMIT FOR EXTERNAL DEBT
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The authorised limits are consistent with the authority’s current commitments, 
existing plans and the proposals in the capital programme report, and with its 
approved Treasury Management Strategy 2015/16.  They are based on the 
estimate of most likely, prudent position with, sufficient headroom over and 
above this to allow for operational management, for example unusual cash 
movements.  Risk analysis and risk management strategies have been taken 
into account, as have plans for capital expenditure, estimates of the capital 
financing requirement and estimates of cash flow requirements for all 
purposes.

3.06.6 Council is also asked to approve the following operational boundary for 
external debt for the same period.  The proposed operational boundary for 
external debt is based on the same estimates as the authorised limit but 
reflects directly the estimate of the most likely, prudent provision, without the 
additional headroom included in the authorised limit to allow for example for 
unusual cash movements, and equates to the maximum of external debt 
projected by this estimate.  The operational boundary represents a key 
management tool for in year monitoring.  Within the operational boundary, 
figures borrowing and other long term liabilities are separately identified.   
Council is also asked to delegate authority to the Corporate Finance Manager, 
within the total operational boundary for any individual year, to effect 
movement between the separately agreed figures for borrowing and other long 
term liabilities, in a similar fashion to the authorised limit.  Any such changes 
will be reported to Council at its next meeting following the change.

2015/16 2016/17 2017/18
Estimate Estimate Estimate

£m £m £m

All Borrowing (Cap/Rev) 304.100 321.100 333.100

Other Long Term Liabilities 10.100 10.100 10.100

Total 314.200 331.200 343.200

OPERATIONAL BOUNDARY FOR EXTERNAL DEBT

3.06.7 It should be noted that actual external debt is not directly comparable to the 
authorised limit and operational boundary, since actual external debt reflects 
the position at a point in time.

Council is asked to note that the authorised limit determined in 2015/16 (see 
section 3.06.4 above) will be the statutory limit determined under section 3 (1) 
of the Local Government Act 2003. 
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3.06.8 The Prudential Indicator in respect of treasury management is confirmation 
that the Council has adopted the CIPFA Treasury Management in the Public 
Services: Code of Practice and Cross-Sectoral Guidance Notes (as reported 
elsewhere on this agenda).  The aim of this indicator is to ensure that treasury 
management is led by a clear integrated forward treasury management 
strategy.

4.00 RECOMMENDATIONS

4.01 That Members approve and recommend to County Council on 17th February 
2015:

(a) the Prudential Indicators for 2015/16 - 2017/18 and revised Indicators 
for 2014/15 as detailed in Section 3 of the report

(b) delegated authority for the Corporate Finance Manager to effect 
movements between the separately agreed limits within the authorised 
limit for external debt and the operational boundary for external debt 
(3.06.5, 3.06.6)

5.00 FINANCIAL IMPLICATIONS

5.01 As set out in the report.

6.00 ANTI POVERTY IMPACT

6.01 None directly as a result of this report.

7.00 ENVIRONMENTAL IMPACT

7.01 None directly as a result of this report.

8.00 EQUALITIES IMPACT

8.01 None directly as a result of this report.

9.00 PERSONNEL IMPLICATIONS

9.01 None directly as a result of this report.

10.00 CONSULTATION REQUIRED

10.01 None.

11.00 CONSULTATION UNDERTAKEN

11.01 None directly as a result of this report.
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12.00 APPENDICES

12.01 None.

LOCAL GOVERNMENT (ACCESS TO INFORMATION ACT) 1985
BACKGROUND DOCUMENTS

Various Welsh Government and CIPFA Papers.

Contact Officer: Liz Thomas
Finance Manager - Technical Accounting

Telephone: 01352 702289
E.mail: liz.thomas@flintshire.gov.uk
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FLINTSHIRE COUNTY COUNCIL

REPORT TO: FLINTSHIRE COUNTY COUNCIL

DATE: TUESDAY, 17 FEBRUARY 2015

REPORT BY: CORPORATE FINANCE MANAGER

SUBJECT: MINIMUM REVENUE PROVISION – 2015/16 POLICY

1.00 PURPOSE OF REPORT

1.01 To present to Council the recommendations of the Cabinet in relation 
to the setting of a prudent Minimum Revenue Provision for the 
repayment of debt.

2.00 BACKGROUND

2.01 At its meeting of 17th February 2015, Cabinet considered the 
Corporate Finance Manager’s report in respect of the calculation of 
Minimum Revenue Provision for 2015/16.

2.02 The report of 17th February 2015 detailed the requirements and 
associated guidance in respect of:-

 The four available options for making prudent provision.

 The circumstances for using the options, two of which are 
available in respect of capital expenditure funded by way of 
Welsh Government supported borrowing and a further two in 
respect of that funded by unsupported (prudential) borrowing.

3.00 CONSIDERATIONS

3.01 The recommendations of Cabinet to County Council are set out in 
Section 4.00 of the report to Cabinet of 17th February 2015, a copy of 
which is included as Appendix 1 to this report.

4.00 RECOMMENDATIONS

4.01 In relation to the Council Fund, Council is requested to agree the 
recommendations of the Cabinet, being that:-

 Option1 (Regulatory Method) be used for the calculation of the 
Minimum Revenue Provision in 2015/16 for all supported 
borrowing.
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 Option 3 (Asset Life Method) be used for the calculation of the 
Minimum Revenue Provision in 2015/16 for all unsupported 
(prudential) borrowing.

4.02 In relation to the Housing Revenue Account (HRA), Council is 
requested to agree the recommendations of the Cabinet, being that:-

 Option 2 (Capital Financing Requirement Method) be used for 
the calculation of the HRA’s Minimum Revenue Provision for all 
HRA capital expenditure funded by debt.  This represents a 
continuation of how the calculation has been carried out in 
2014/15, although the governing regulations have changed for 
2015/16.

5.00 FINANCIAL IMPLICATIONS

5.01 The 2015/16 revenue budget provides for the Minimum Revenue 
Provision as follows:

 Council Fund capital expenditure funded by supported 
borrowing, on the basis of Option 1 - Regulatory Method 
calculation.

 Council Fund capital expenditure funded by unsupported 
(prudential) borrowing, on the basis of Option 3 – Asset Life 
Method calculation.

 HRA capital expenditure funded by borrowing, on the basis of 
Option 2 - Capital Financing Requirement Method calculation.

6.00 ANTI POVERTY IMPACT

6.01 None directly as a result of this report.

7.00 ENVIRONMENTAL IMPACT

7.01 None directly as a result of this report.

8.00 EQUALITIES IMPACT

8.01 None directly as a result of this report.

9.00 PERSONNEL IMPLICATIONS

9.01 None directly as a result of this report.

10.00 CONSULTATION REQUIRED

10.01 None required.

Page 140



11.00 CONSULTATION UNDERTAKEN

11.01 None.

12.00 APPENDICES

Appendix 1 - Report to Cabinet 17th February 2015: Minimum 
Revenue Provision 2015/16 Policy

LOCAL GOVERNMENT (ACCESS TO INFORMATION ACT) 1985
BACKGROUND DOCUMENTS

Various Welsh Government papers.

Contact Officer: Liz Thomas
                                    Finance Manager – Technical Accountancy
Telephone: 01352 702289
Email:                         liz.thomas@flintshire.gov.uk
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APPENDIX 1
FLINTSHIRE COUNTY COUNCIL

REPORT TO: CABINET

DATE: TUESDAY 17TH FEBRUARY 2015

REPORT BY: CORPORATE FINANCE MANAGER

SUBJECT: MINIMUM REVENUE PROVISION - 2015/16 POLICY

1.00 PURPOSE OF REPORT

1.01 To present proposals for the setting of a prudent Minimum Revenue 
Provision (MRP) for the repayment of debt in 2015/16, as required 
under the Local Authorities (Capital Finance and Accounting) (Wales) 
(Amendment) Regulations 2008 (‘the 2008 Regulations’).

2.00 BACKGROUND

2.01 Local Authorities are required each year to set aside some of their 
revenue resources as provision for the repayment of debt i.e. a 
provision in respect of capital expenditure funded from borrowing or 
credit arrangements.

2.02 Regulation 22 of the 2008 Regulations requires an authority to each 
year make an amount of Minimum Revenue Provision (MRP) which it 
considers to be ‘prudent’, but the regulation does not itself define 
‘prudent provision’.  However, the Welsh Government (WG) has 
provided guidance which makes recommendations to authorities on 
the interpretation of the term; the guidance was last updated in April 
2010.

2.03 Authorities are required to prepare an annual statement of their policy 
on making MRP, which mirrors the existing requirements on the 
prudential borrowing limit and investment policy.

3.00 CONSIDERATIONS

3.01 Meaning of ‘Prudent Provision’

3.01.1 The WG guidance provides for a number of options for making 
‘prudent provision’.  It explains that provision for the debt which funded 
the acquisition of an asset should be made over a period bearing 
some relation to that over which the asset continues to provide a 
service.
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3.02 Options for Prudent Provision

3.02.1

Option 1 – Regulatory Method

For capital expenditure funded from borrowing which is supported by 
Revenue Support Grant (RSG), authorities may continue to use the 
formula specified in the Local Authorities (Capital Finance and 
Accounting) (Wales) Regulations 2003 (the regulations which 
preceded the 2008 Regulations), since the RSG is calculated on that 
basis, i.e. authorities are able to calculate MRP exactly as if the 2003 
Regulations were still in force.

Formula for calculation is to multiply the adjusted Capital Financing 
Requirement at the end of the preceding financial year less adjustment 
A by 4%.

(Adjustment A is a fixed value determined by changes to statutory 
regulations referred to above). 

3.02.2 Option 2 – Capital Financing Requirement Method

This is a technically simpler alternative to option 1 and may also be 
used in relation to supported borrowing.  While still based on the 
concept of the Capital Financing Requirement (CFR), which is easily 
derived from the balance sheet, it avoids the complexities of the 
formula in Regulation 22.  However, for most authorities it will probably 
result in a higher level of provision (and subsequent impact on service 
budgets) than Option 1, as it would for Flintshire County Council.

Formula for calculation is to multiply the adjusted Capital Financing 
Requirement at the end of the preceding financial year by 4%. 

3.02.3 Option 3 – Asset Life Method

For capital expenditure funded from debt under the Prudential system 
for which no Government support is being given and is therefore self-
financed, there are two options.  Option 3 is to make provision in equal 
instalments over the estimated life of the asset for which debt is 
undertaken.  This is a possibly simpler alternative to the use of 
depreciation accounting (Option 4), though it has some similarities to 
that approach.

3.02.4 Option 4 – Depreciation Method

Alternatively, for debt under the Prudential system for which no WG 
support is being given, Option 4 may be used.  This means making 
MRP in accordance with the standard rules for depreciation 
accounting.
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3.03 Conditions for using the options

3.03.1 The intention is that Options 1 and 2 should be used only for WG 
supported borrowing.  Options 3 and 4 should be used in relation to all 
capital expenditure which is to be financed by unsupported borrowing 
or credit arrangements.  

3.04 Practical Considerations
 

3.04.1 The useful life of an asset will vary depending on the class of asset 
concerned; a vehicle or ICT equipment may be financed over 5 years 
whereas a new school over 50 years.  Judgements about the useful 
life will need to be made on an individual basis as expenditure is 
incurred.

3.04.2 Large capital projects may take a number of years to complete, for 
example the 21st Century Schools building programme.  In this 
instance the MRP is incurred in the year after the asset has become 
operational, rather than during the construction phase.

3.05 Housing Revenue Account (HRA) – Introduction of Self Financing

3.05.1 Currently the MRP for the repayment of debt within the Housing 
Revenue Account (HRA) is governed by the ‘Item 8 Determination’ set 
by Welsh Ministers.  It is calculated by multiplying the adjusted HRA 
Capital Financing Requirement at the end of the preceding financial 
year by 2%.  

3.05.2 As a result of the planned voluntary exit from the HRA negative 
subsidy system in Wales on 31st March 2015, and the introduction of 
self financing, the Item 8 Determination governing the HRA’s MRP has 
changed.

3.05.3 From 1st April 2015 the calculation of the HRA MRP will be similar to 
the Council Fund as set out in section 3.02 with the following 
modifications:

 Options 1 and 2 - the percentage applied is 4% for the Council 
Fund and 2% for the HRA.

 Options 1 and 2 can be used in relation to capital expenditure 
incurred before 1st April 2021.  After 1st April 2021 only options 
3 and 4 maybe used.
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4.00 RECOMMENDATIONS

4.01 That members approve and recommend to the County Council on 17 
February 2015 for Council Fund:-

 Option 1 (Regulatory Method) be used for the calculation of the 
MRP in 2015/16 for all capital expenditure funded from 
supported borrowing; this represents a continuation of the 
approved and adopted policy for 2014/15.

 Option 3 (Asset Life Method) be used for the calculation of the 
MRP in 2015/16 for all capital expenditure funded from 
unsupported (prudential) borrowing; this represents a 
continuation of the approved and adopted policy for 2014/15.

4.02 That members approve and recommend to the County Council on 17 
February 2015 for the HRA:-

 Option 2 (Capital Financing Requirement Method) be used for 
the calculation of the HRA’s MRP in 2015/16 for all HRA capital 
expenditure funded by debt.  This represents a continuation of 
how the calculation has been carried out in 2014/15, all though 
the governing regulations have changed for 2015/16.

5.00 FINANCIAL IMPLICATIONS

5.01 The 2015/16 revenue budgets provide for the MRP as follows:

 Council Fund capital expenditure funded by supported 
borrowing, on the basis of Option 1 - Regulatory Method 
calculation.

 Council Fund capital expenditure funded by unsupported 
(prudential) borrowing, on the basis of Option 3 – Asset Life 
Method calculation.

 HRA capital expenditure funded by borrowing, on the basis of 
Option 2 – Capital Financing Requirement Method calculation.

6.00 ANTI POVERTY IMPACT

6.01 None directly as a result of this report.

7.00 ENVIRONMENTAL IMPACT

7.01 None directly as a result of this report.

8.00 EQUALITIES IMPACT

8.01 None directly as a result of this report.
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9.00 PERSONNEL IMPLICATIONS

9.01 None directly as a result of this report.

10.00 CONSULTATION REQUIRED

10.01 None.

11.00 CONSULTATION UNDERTAKEN

11.01 None.

12.00 APPENDICES

12.01 None.

LOCAL GOVERNMENT (ACCESS TO INFORMATION ACT) 1985
BACKGROUND DOCUMENTS

Background Papers: Various Welsh Government papers

Contact Officer: Liz Thomas
Finance Manager - Technical Accountancy

Telephone: 01352 702289
E.mail: liz.thomas@flintshire.gov.uk
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FLINTSHIRE COUNTY COUNCIL 
 
 

REPORT TO: 
 

FLINTSHIRE COUNTY COUNCIL 

DATE: 
 

TUESDAY, 17 FEBRUARY 2015 

REPORT BY: 
 

CORPORATE FINANCE MANAGER 
 

SUBJECT:  
 

TREASURY MANAGEMENT STRATEGY 2015/16 

 
1.00 
 
1.01 

PURPOSE OF REPORT 
 
To present to Council the recommendation of Cabinet in relation to 
Treasury Management Strategy for 2015/16. 

  
2.00 
 
2.01 
 
 
 
 
 
2.02 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

BACKGROUND 
 
The Local Government Act 2003 requires all local authorities to have 
due regard to both the Chartered Institute of Public Finance and 
Accountancy’s Treasury Management in Public Services: Code of 
Practice (The CIPFA Code of Practice) and Welsh Government 
guidance on Local Authority Investments. 
 
The Council has adopted The CIPFA Code of Practice which requires:- 
 

 The Council to create and maintain a Treasury Management 
Policy Statement which states the Council’s policies, objectives 
and approach to risk management of its treasury management 
activities. 

 

 The Council to create and maintain suitable Treasury 
Management Practices (TMPs) and accompanying schedules, 
stating how those policies and objectives will be achieved and 
prescribing how those activities will be managed and controlled.   

 

 The Council to receive reports on its treasury management 
policies, practices and activities, including, as a minimum, an 
annual strategy and plan in advance of the year, a mid-year 
review and an annual report after its close, in the form prescribed 
in its TMPs. 

 

 Responsibility for Treasury Management to be clearly defined.  
The Council delegates responsibility for the implementation and 
regular monitoring of its treasury management policies and 
practices to the Cabinet, and for the execution and administration 
of treasury management decisions to the Corporate Finance 
Manager, who will act in accordance with the organisation’s policy 
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statement and TMPs and, CIPFA’s Standard of Professional 
Practice on Treasury Management. 

 

 A body to be responsible for the scrutiny of Treasury Management 
Policy, Strategy and Practices.  The Council has nominated the 
Audit Committee to be responsible for ensuring effective scrutiny 
of the treasury management function.  The Audit Committee has 
previously agreed to include treasury management as a standing 
item on each quarterly agenda to receive an update. 

3.00 
 
3.01 
 
 
 
 
3.02 
 
 
 
 
3.03 
 
 
 
 
3.04 
 
 
 
 
 
 
 

CONSIDERATIONS 
 
At a meeting of the Audit Committee on 28th January 2015 Members 
reviewed the draft Treasury Management Strategy for 2015/16.  The 
Audit Committee recommended to Cabinet that the Council approves 
the Strategy for 2015/16. 
 
This morning’s Cabinet meeting (17th February 2015) received the 
recommendation of the Audit Committee.  The Cabinet report, which 
includes the Treasury Management Strategy for 2015/16, is included at 
Appendix 1.  Any comments from the Cabinet will be reported verbally. 
 
A training session open to all Members on treasury management was 
run by Arlingclose, the Council’s Treasury Management advisors on the 
morning of 21st January.  The aim of the workshop was to aid Members’ 
understanding of the Treasury Management Strategy. 
 
On 1st March 2013 the Council approved the current Treasury 
Management Policy and Treasury Management Practices with both 
documents covering 3 financial years, 2013 to 2016.  It was agreed that 
these documents would not require annual approval by Members, 
unless any significant changes was required.  No changes need to be 
made to the Policy, and only minor changes need to be made to the 
Practices simply to bring them in line with changes approved to the 
Strategy. 

  
4.00 
 
4.01 
 

RECOMMENDATIONS 
 
Council approves the Treasury Management Strategy 2015/16. 
 

5.00 
 
5.01 

FINANCIAL IMPLICATIONS 
 
As set out in the report. 

  
6.00 
 
6.01 

ANTI POVERTY IMPACT 
 
None directly as a result of this report. 

  
 
 

Page 150



7.00 
 
7.01 

ENVIRONMENTAL IMPACT 
 
None directly as a result of this report. 

  
8.00 
 
8.01 

EQUALITIES IMPACT 
 
None directly as a result of this report. 

  
9.00 
 
9.01 

PERSONNEL IMPLICATIONS 
 
None directly as a result of this report. 

  
10.00 
 
10.01 

CONSULTATION REQUIRED 
 
Arlingclose Ltd as Treasury Management Advisers. 

  
11.00 
 
11.01 

CONSULTATION UNDERTAKEN 
 
Arlingclose Ltd as Treasury Management Advisers. 

  
12.00 
 
12.01 

APPENDICES 
 
Appendix 1 – Cabinet report of 17th February 2015 

  
 LOCAL GOVERNMENT (ACCESS TO INFORMATION ACT) 1985 

BACKGROUND DOCUMENTS 
 

  
 Contact Officer:    Liz Thomas – Finance Manager, 

                               Technical Accounting  
Telephone:        01352 702289   
Email:                    liz.thomas@flintshire.gov.uk 
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FLINTSHIRE COUNTY COUNCIL 

REPORT TO: CABINET 

DATE: TUESDAY, 17 FEBRUARY 2015 

REPORT BY: CORPORATE FINANCE MANAGER 

SUBJECT: TREASURY MANAGEMENT STRATEGY 2015/16 

1.00 

1.01 

PURPOSE OF REPORT 

To present to Members the draft Treasury Management Strategy for 
2015/16 for recommendation to Council. 

2.00 

2.01 

2.02 

BACKGROUND 

The Local Government Act 2003 requires all local authorities to have 
due regard to both the Chartered Institute of Public Finance and 
Accountancy’s Treasury Management in Public Services: Code of 
Practice (The CIPFA Code of Practice) and Welsh Government 
guidance on Local Authority Investments. 

The Council has adopted The CIPFA Code of Practice which requires:- 

 The Council to create and maintain a Treasury Management
Policy Statement which states the Council’s policies, objectives
and approach to risk management of its treasury management
activities.

 The Council to create and maintain suitable Treasury
Management Practices (TMPs) and accompanying schedules,
stating how those policies and objectives will be achieved and
prescribing how those activities will be managed and controlled.

 The Council to receive reports on its treasury management
policies, practices and activities, including, as a minimum, an
annual strategy and plan in advance of the year, a mid-year
review and an annual report after its close, in the form prescribed
in its TMPs.

 Responsibility for Treasury Management to be clearly defined.
The Council delegates responsibility for the implementation and
regular monitoring of its treasury management policies and
practices to the Cabinet, and for the execution and administration
of treasury management decisions to the Corporate Finance
Manager, who will act in accordance with the organisation’s policy

APPENDIX 1
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2.03 

statement and TMPs and, CIPFA’s Standard of Professional 
Practice on Treasury Management. 

 A body to be responsible for the scrutiny of Treasury Management
Policy, Strategy and Practices.  The Council has nominated the
Audit Committee to be responsible for ensuring effective scrutiny
of the treasury management function.  The Audit Committee has
previously agreed to include treasury management as a standing
item on each quarterly agenda to receive an update.

A training session open to all Members on treasury management was 
run by Arlingclose, the Council’s Treasury Management advisors on the 
morning of 21st January.  The aim of the workshop was to aid Members’ 
understanding of the Treasury Management Strategy. 

3.00 

3.01 

3.02 

3.03 

3.04 

3.05 

CONSIDERATIONS 

The 2015/16 Treasury Management Strategy is attached in Appendix 1 
for review and discussion.  The Strategy is updated and reported 
annually to Members in accordance with the CIPFA Code of Practice 
and the Welsh Government guidance. 

The Treasury Management Strategy details the approach that the 
Council will take for investing and borrowing over the next year, 
including the budgetary implications of the planned investment and 
borrowing strategy and a number of treasury management indicators 
that the CIPFA Code requires. 

The contents and layout of the 2015/16 Strategy have not materially 
changed from that of the 2014/15 Strategy.  

Changes made and matters needing to be brought to Members 
attention are summarised below along with the supporting rationale:- 

 Section 4 – Local context.

This section summarises the anticipated treasury position in 
2015/16.  A new graph called the liability benchmark has been 
included (Table 4) which shows the net requirement for 
borrowing after considering resources available from reserves 
and working capital over the next 50 years.  Treasury 
Management activity in 2015/16 will change and will focus more 
on borrowing and less on investments than in recent years.   

 Section 5 – Housing Revenue Account; Subsidy Reform and
introduction of self financing.

Preparations continue to be made for the abolition of the 
Housing Revenue Account Subsidy (HRAS) system in Wales 
and the introduction of ‘Self Financing’ for the Housing Revenue 
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3.06 
 
 
 
 
 
 
 
 
 
 
 

 
3.07 
 
 
 
 
 
 
 
 
3.08 
 
 
3.09 
 
 
3.10 

Account on 31st March 2015. The treasury impact will be to 
increase the Council’s debt position.  Section 5 of the report 
provides further information.   

 

 Section 6 – Investment Strategy.   
 
Changes have been made to the format of the Investment 
criteria and limits detailed in table 5.  The changes are necessary 
to ensure that the Council’s exposure to credit risk is minimised.  
This is as a consequence of the recently introduced legislation 
(commonly referred to as ‘bail-in’) to reform procedures should 
financial institutions fail in the future.  The reforms end potential 
support available from the government and require investors / 
creditors classed as unsecured bondholders (such as Councils) 
to be bailed-in to secure the future financial stability in the event 
of a default. 
 

 Section 7 – Borrowing Strategy.   
 
Changes have been made to the planned borrowing strategy in 
2015/16 from that of 2014/15 which can be seen in Section 7 – 
Borrowing Strategy.  In 2014/15 the strategy was to create short 
term revenue savings by not undertaking any new borrowing.  In 
2015/16 the Council will need to borrow to fund the capital 
programme. 

 
At a meeting of the Audit Committee on 28th January 2015 Members 
reviewed the draft Treasury Management Strategy for 2015/16.   
 
Investments and borrowing requirements were discussed at length 
during the meeting, with no amendments made to the draft report. 
 
On 1st March 2013 the Council approved the current Treasury 
Management Policy and Treasury Management Practices with both 
documents covering 3 financial years, 2013 to 2016.  It was agreed that 
these documents would not require annual approval by Members, 
unless any significant changes was required.  No changes need to be 
made to the Policy, and only minor changes need to be made to the 
Practices simply to bring them in line with changes approved to the 
Strategy. 

  
4.00 
 
4.01 
 

RECOMMENDATION 
 
That the Cabinet approves and recommends to the Council the 
Treasury Management Strategy 2015/16. 

 
5.00 
 
5.01 

 
FINANCIAL IMPLICATIONS 
 
As set out in the report. 
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6.00 
 
6.01 

ANTI POVERTY IMPACT 
 
None directly as a result of this report. 

  
7.00 
 
7.01 

ENVIRONMENTAL IMPACT 
 
None directly as a result of this report. 

  
8.00 
 
8.01 

EQUALITIES IMPACT 
 
None directly as a result of this report. 

  
9.00 
 
9.01 

PERSONNEL IMPLICATIONS 
 
None directly as a result of this report. 

  
10.00 
 
10.01 

CONSULTATION REQUIRED 
 
Arlingclose Ltd as Treasury Management Advisers. 

  
11.00 
 
11.01 

CONSULTATION UNDERTAKEN 
 
Arlingclose Ltd as Treasury Management Advisers. 

  
12.00 
 
12.01 

APPENDICES 
 
Appendix 1 – Draft Treasury Management Strategy 2015/16 

  
 LOCAL GOVERNMENT (ACCESS TO INFORMATION ACT) 1985 

BACKGROUND DOCUMENTS 
 

  
 Contact Officer:    Liz Thomas – Finance Manager, 

                               Technical Accounting  
Telephone:        01352 702289   
Email:                    liz.thomas@flintshire.gov.uk 
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Treasury Management Strategy Report 2015/16 
 

 
The Council is recommended to: 

 approve the Treasury Management Strategy for 2015/16 

 approve the Treasury Management Indicators for 2015/16 
 

 
1.0 Introduction 
 

In April 2012 the Council adopted the Chartered Institute of Public Finance and 
Accountancy’s Treasury Management in the Public Services: Code of Practice 
2011 Edition (the CIPFA Code) which requires the Council to approve a 
treasury management strategy before the start of each financial year. 

 
In addition, the Welsh Government (WG) issued revised guidance on local 
authority investments in March 2010 that requires the Council to approve an 
investment strategy before the start of each financial year. 

 
This report fulfils the Council’s legal obligation under the Local Government Act 
2003 to have regard to both the CIPFA Code and the WG Guidance. 
 
The successful identification, monitoring and control of risk are central to the 
Council’s treasury management strategy as the Council has borrowed and 
invested substantial sums of money and is therefore exposed to financial risks 
including the loss of invested funds and the revenue effect of changing interest 
rates.   

 
2.0 Economic Context (including Interest Rate Forecast – as provided by 

Arlingclose Ltd, November 2014). 
 

Economic background: There is momentum in the UK economy, with a 
continued period of growth through domestically-driven activity and strong 
household consumption. There are signs that growth is becoming more 
balanced. The greater contribution from business investment should support 
continued, albeit slower, expansion of GDP. However, inflationary pressure is 
benign and is likely to remain low in the short-term. There have been large falls 
in unemployment but levels of part-time working, self-employment and 
underemployment are significant and nominal earnings growth remains weak 
and below inflation.  
 
The MPC's focus is on both the degree of spare capacity in the economy and 
the rate at which this will be used up, factors prompting some debate on the 
Committee. Despite two MPC members having voted for a 0.25% increase in 
rates at each of the meetings August 2014 onwards, some Committee 
members have become more concerned that the economic outlook is less 
optimistic than at the time of the August Inflation Report.  
 
Credit outlook: The transposition of two European Union directives into UK 
legislation in the coming months will place the burden of rescuing failing EU 
banks disproportionately onto unsecured local authority investors. The Bank 
Recovery and Resolution Directive promotes the interests of individual and 
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small businesses covered by the Financial Services Compensation Scheme 
and similar European schemes, while the recast Deposit Guarantee Schemes 
Directive includes large companies into these schemes.  The combined effect 
of these two changes is to leave public authorities and financial organisations 
(including pension funds) as the only senior creditors likely to incur losses in a 
failing bank after July 2015. 
 
The continued global economic recovery has led to a general improvement in 
credit conditions since last year.  This is evidenced by a fall in the credit default 
swap spreads of banks and companies around the world. However, due to the 
above legislative changes, the credit risk associated with making unsecured 
bank deposits will increase relative to the risk of other investment options 
available to the Authority. 
 
Interest rate forecast:  The Authority’s treasury management advisor 
Arlingclose forecasts the first rise in official interest rates in August 2015 and a 
gradual pace of increases thereafter, with the average for 2015/16 being around 
0.75%.  Arlingclose believes the normalised level of the Bank Rate post-crisis 
to range between 2.5% and 3.5%.  The risk to the upside (i.e. interest rates 
being higher) is weighted more towards the end of the forecast horizon.  On the 
downside, Eurozone weakness and the threat of deflation have increased the 
risks to the durability of UK growth. If the negative indicators from the Eurozone 
become more entrenched, the Bank of England will likely defer rate rises to 
later in the year. Arlingclose projects gilt yields on an upward path in the 
medium term, taking the forecast average 20 year PWLB loan rate for 2015/16 
to 2.8%. 
 
Table 1: Interest rate forecast 

 

 
For the purpose of setting the budget, it has been assumed that new 
investments will be made at an average rate of 0.65%, and that new long-term 
loans will be borrowed at a weighted average rate of 3.15%. 

 
 
 
 

  
Bank 
Rate 

3 month 
LIBID 

12 month 
LIBID 

20 year 
PWLB rate  

50 year 
PWLB rate 

Q1 2015 0.50 0.60 1.00 2.55 2.65 

Q2 2015 0.50 0.75 1.05 2.65 2.70 

Q3 2015 0.75 0.90 1.20 2.75 2.80 

Q4 2015 0.75 1.05 1.35 2.85 2.90 

Q1 2016 1.00 1.20 1.50 2.95 3.00 

Q2 2016 1.00 1.35 1.65 3.00 3.05 

Q3 2016 1.25 1.50 1.80 3.05 3.10 

Q4 2016 1.25 1.60 1.95 3.10 3.15 

Q1 2017 1.50 1.70 2.10 3.15 3.20 

Q2 2017 1.50 1.80 2.20 3.20 3.25 

Q3 2017 1.75 1.90 2.30 3.25 3.30 

Q4 2017 1.75 2.00 2.40 3.30 3.55 
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3.0 Current Treasury Portfolio 
 

The Council’s treasury portfolio as at 31st December 2014 was as follows: 
 

 Table 2: Current Treasury Portfolio 
 

  Principal £m Interest rate % 

Investments:   

Call accounts 5.0 0.35 

Money market funds 15.6 0.44 

Short-term deposits 31.8 0.62 

Long-term deposits - - 

Total Investments 52.40 0.55 
   

Borrowing:   

Short-term loans - - 

Long-term PWLB loans (fixed) 143.16 5.86 

Long-term PWLB loans (variable) 10.00 0.55 

Long-term market loans (LOBOs) 18.95 4.53 

Total Borrowing 172.11 5.42 
   

Net Borrowing  119.71  

 
4.0 Local Context 

 
Forecast changes in the sums in section 3 are shown in the balance sheet 
analysis in the table below. 
 
Table 3: Balance Sheet Summary and Forecast 

 
 
The underlying need to borrow for capital purposes is measured by the Capital 
Financing Requirement (CFR), while usable reserves and working capital are 

 

31.3.14 

Actual 

£m 

31.3.15 

Estimate 

£m 

31.3.16 

Estimate 

£m 

31.3.17 

Estimate 

£m 

31.3.18 

Estimate 

£m 

Council Fund Capital Financing 

Requirement (Borrowing only) 
154 164 186 190 188 

Housing Revenue Account 

Capital Financing Requirement 

(Borrowing only)  

25 24 122 130 140 

Capital Financing Requirement 

(Borrowing only)  
179 188 308 320 328 

Less: Current borrowing  -172 -172 -172 -172 -172 

Funding Required 7 16 136 148 156 

Less: Usable reserves -60 -43 -25 -21 -19 

Less: Working capital 4 4 5 5 5 

Investments /  

New borrowing 

(called the Liability Benchmark) 

49 23 

-116 -132 -142 
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the underlying resources available for investment.  The Authority’s current 
strategy is to maintain borrowing below their underlying levels, sometimes 
known as internal borrowing.  
 
Table 3 shows the Authority’s CFR increasing steadily until 2015/16, this is 
linked with the capital programme which increases sharply in 2015/16 due to 
the 21st century schools building programme and the payment required to exit 
the Housing Revenue Account Subsidy system (described in more detail in 
section 5).  The level of reserves the Authority has is expected to fall in 2014/15 
following the implementation of the Single Status Agreement.  The combination 
of the increase in capital expenditure and a reduction in reserves, results in: 
 

 an expected reduction in investments in 2014/15 and 2015/16,  
 a significant projected new borrowing requirement in 2015/16 and further 

new borrowing required in 2016/17 and 2017/18. 
 

The graph in table 4 shows the Council’s anticipated liability benchmark over 
the next 50 years, being the net requirement for borrowing after considering 
resources available from reserves and working capital.  The steep rise in the 
liability benchmark in 2015/16 corresponds with the need to borrow to fund the 
increase in capital expenditure described above.  The strategy in 2015/16 and 
over the medium term is to ensure that any new borrowing undertaken does not 
exceed the liability benchmark and cause the council to borrow more than it 
needs. 
 
Table 4: Liability Benchmark - Flintshire County Council (January 2015) 
 

 
 

The impact of the above will result in the focus of treasury management  
activity changing in 2015/16.  In recent years attention will have been 
concentrated on investments, which will now switch to borrowing.   

0
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Budget implications 
 
The budget for investment income in 2015/16 is £130k, based on an average 
investment portfolio of £20m at an average interest rate of 0.65%.  The total 
budget for loan interest paid in 2015/16 is £12.6m, based on an average debt 
portfolio of £276.5m at a weighted average interest rate of 4.53%.  If levels of 
investments, borrowing and interest rates differ from those forecast, 
performance against budget will be correspondingly different. 

 
5.0 Housing Revenue Account (HRA) – Introduction of Self Financing and 

Subsidy Reform 
  

Agreement has been reached between the UK Government and the Welsh 
Government to change the financing arrangements for council housing in Wales 
from April 2015.  Currently a negative subsidy system is in operation which 
requires Flintshire to make annual payments of c£6m in negative subsidy to 
Welsh Government and on to UK Treasury, along with the other 11 stock 
retaining authorities in Wales.  

 
The agreement is expected to generate revenue savings allowing the Council 
to increase its investment in existing stock, and support the delivery of 
additional supply of housing.  It will also provide more local accountability to 
tenants.   
 
Introduction of self financing will end the negative subsidy system and annual 
payments.  The subsidy payments will be replaced with interest payments on 
PWLB loans that the Council must borrow to exit the subsidy system.  The 
PWLB loans, called the settlement payment (a one-off lump sum payment), will 
be paid to Welsh Government (WG) and on to UK Treasury.   
 
WG have established an officer Steering Group and a number of work streams 
to undertake the considerable amount of work involved to exit the subsidy 
system by the 31st March 2015, which Flintshire has been contributing to.  Good 
progress has been made to date, but the work continues. 
 
The settlement payment will be set with reference to PWLB interest rates on 
31st March 2015 and therefore cannot be confirmed at this point in time.  The 
current projection for Flintshire is £92m, based on the latest interest rate 
forecast.  At this value the estimated annual revenue savings are £0.5m.  These 
figures will change up until 31st March and will be monitored and revised as 
necessary. 

 
The sharp increase in the HRA capital financing requirement from 2015/16 
onwards in table 3 above, is due to the estimated £92m settlement payment 
and an estimated planned programme of £28.3m capital expenditure over 3 
years to improve existing stock and to start building new council houses.     
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6.0 Investment Strategy 
 

The Council holds surplus funds, representing income received in advance of 
expenditure plus balances and reserves held.  In the past 12 months, the 
Council’s investment balance has ranged between £45.2 and £80.9 million. 
 
Both the CIPFA Code and the WG Guidance require the Council to invest its 
funds prudently, and to have regard to the security and liquidity of its 
investments before seeking the highest rate of return, or yield.  The Council’s 
objective when investing money is to strike an appropriate balance between 
risk and return, minimising the risk of incurring losses from defaults and the risk 
of receiving unsuitably low investment income. 
 
Strategy 
 
Given the increasing risk and continued low returns from short-term unsecured 
bank investments, the Authority aims to further diversify into more secure asset 
classes during 2015/16.  This is especially the case for any longer-term 
investment made. The majority of the Authorities surplus cash is currently 
invested in short-term unsecured bank deposits and money market funds.  This 
diversification will therefore represent a change in strategy over the coming 
year. 
 
Investment criteria and limits 
 
The Council may invest its surplus funds with any of the counterparties in the 
following table, subject to the monetary and time limits shown. 
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Table 5: Investment criteria and limits 
 
(This table should be read in conjunction with the notes that follow it) 
 

Minimum 
Credit Rating 

Banks 
Unsecured 

Banks 
Secured 

Government Corporates Registered 
Providers 

UK 
Government 

 £ Unlimited 
50 years 

 

 

AAA  
£4m 

5 years 

 
£7m 

5 years 

 
£7m 

25 years 

 
£4m 

5 years 

 
 
 

£4m 
10 years 

AA+ 

AA 
£4m 

4 years 
£7m 

4 years 
£7m 

15 years 
£4m 

4 years 

AA- 
£4m 

3 years 
£7m 

3 years 
£7m 

10 years 
£4m 

3 years 

A+ 
£4m 

2 years 
£7m 

2 years 
 
 

£7m 
5 years 

£4m 
2 years 

 
 

£4m 
5 years 

A 
£4m 

1 year 
£7m 

1 year 
£4m 

1 year 

A- 
£4m 

6 months 
£7m 

6 months 
£4m 

6 months 
 

Pooled 
Funds 

 
 

£7m per fund 

 

BBB- The Council is restricted to overnight deposits at its’ own current 
account bank with a limit of £5m where the banks lowest credit rating 
is BBB+, BBB or BBB- (or equivalent) 

 

Unrated Local 
Authorities 

 £4m 
2 years 

 

 

Unrated 
Other 

The Council may invest in any other unrated organisation, subject to:  
 

 an external credit assessment and specific advice from the 
Authority’s treasury management adviser (£1m each / 1 year limit) 
 

 a further policy framework for investing with any other 
organisations being developed(£100k each / 5 year limit) 
 

 
Credit Rating 
 
Investment decisions are made by reference to the lowest published long-
term credit rating from Fitch, Moody’s or Standard & Poor’s.  Where available, 
the credit rating relevant to the specific investment or class of investment is 
used, otherwise the counterparty credit rating is used. 
 
Banks Unsecured 
 
Accounts, deposits, certificates of deposit and senior unsecured bonds with 
banks and building societies, other than multilateral development banks.  These 
investments are subject to the risk of credit loss via a bail-in should the regulator 
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determine that the bank is failing or likely to fail.  Unsecured investment with 
banks rated BBB+, BBB or BBB- are restricted to overnight deposits at the 
Authority’s current account bank. 
 
Banks Secured 
 
Covered bonds, reverse repurchase agreements and other collateralised 
arrangements with banks and building societies.  These investments are 
secured on the bank’s assets, which limits the potential losses in the unlikely 
event of insolvency, and means that they are exempt from bail-in.  Where there 
is no investment specific credit rating, but the collateral upon which the 
investment is secured has a credit rating, the highest of the collateral credit 
rating and the counterparty credit rating will be used to determine cash and time 
limits.  The combined secured and unsecured investments in any one bank will 
not exceed the cash limit for secured investments. 
 
Government 
 
Loans, bonds and bills issued or guaranteed by national governments, regional 
and local authorities and multilateral development banks.  These investments 
are not subject to bail-in, and there is an insignificant risk of insolvency.  
Investments with the UK Central Government may be made in unlimited 
amounts for up to 50 years. 
 
Corporates 
 
Loans, bonds and commercial papers issued by companies other than banks 
and registered providers. These investments are not subject to bail-in, but are 
exposed to the risk of the company going insolvent.  Loans to unrated 
companies will only be made as part of a diversified pool in order to spread the 
risk widely. 
 
Registered Providers 
 
Loans and bonds issued by, guaranteed by or secured on the assets of 
Registered Providers of Social Housing, formerly known as Housing 
Associations.  These bodies are tightly regulated by the Welsh Government or 
Homes and Communities Agency and, as providers of public services, they 
retain a high likelihood of receiving government support if needed. The Council 
will consider investing with unrated Registered Providers with adequate credit 
safeguards, subject to receiving independent advice.   

 
Pooled Funds 
 
Shares in diversified investment vehicles consisting of any of the above 
investment types, plus equity shares and property. These funds have the 
advantage of providing wide diversification of investment risks, coupled with the 
services of a professional fund manager in return for a fee.  Money Market 
Funds that offer same-day liquidity and aim for a constant net asset value will 
be used as an alternative to instant access bank accounts, while pooled funds 
whose value changes with market prices and/or have a notice period will be 
used for longer investment periods.  
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Bond, equity and property funds offer enhanced returns over the longer term, 
but are more volatile in the short term.  These allow the Authority to diversify 
into asset classes other than cash without the need to own and manage the 
underlying investments. Because these funds have no defined maturity date, 
but are available for withdrawal after a notice period, their performance and 
continued suitability in meeting the Authority’s investment objectives will be 
monitored regularly. 
 
Other Organisations  
 
The Authority may also invest cash with other organisations, for example by 
making loans to small businesses.  Because of the higher perceived risk of 
unrated businesses, such investments may provide considerably higher rates 
of return.  They will however only be made following a favourable external credit 
assessment and on the specific advice of the Authority’s treasury management 
adviser. 
 
Foreign countries 
 
Investments in foreign countries will be limited to those that hold an AAA or AA+ 
/ Aa1 sovereign credit rating from all three major credit rating agencies, and to 
a maximum of £10 million per foreign country.  Investments in countries whose 
lowest sovereign rating is not AAA will be limited to one year’s duration. No 
country limit will apply to investments in the UK, irrespective of the sovereign 
credit rating. 
 
Risk assessment and credit ratings 
 
The Council uses long-term credit ratings from the three main rating agencies 
Fitch Ratings Ltd, Moody’s Investors Service Inc and Standard & Poor’s 
Financial Services LLC to assess the risk of investment default.  The lowest 
available credit rating will be used to determine credit quality. 
 
Long-term ratings are expressed on a scale from AAA (the highest quality) 
through to D (indicating default).  Ratings of BBB- and above are described as 
investment grade, while ratings of BB+ and below are described as speculative 
grade.  The Council’s credit rating criteria are set to ensure that it is unlikely 
that the Council will hold speculative grade investments, despite the possibility 
of repeated downgrades. 

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

 no new investments will be made, 

 any existing investments that can be recalled or sold at no cost will be, 
and 

 full consideration will be given to the recall or sale of all other existing 
investments with the affected counterparty. 

 
Where a credit rating agency announces that a rating is on review for possible 
downgrade (also known as “rating watch negative” or “credit watch negative”) 
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so that it is likely to fall below the above criteria, then no further investments will 
be made in that organisation until the outcome of the review is announced.  This 
policy will not apply to negative outlooks. 
 
Other information on the security of investments 
 
The Council understands that credit ratings are good, but not perfect, predictors 
of investment default.  Full regard will therefore be given to other available 
information on the credit quality of the organisations in which it invests, 
including credit default swap prices, financial statements and reports in the 
quality financial press.  No investments will be made with an organisation if 
there are substantive doubts about its credit quality, even though it may meet 
the above criteria. 
 
When deteriorating financial market conditions affect the creditworthiness of all 
organisations, as in 2008 and 2011, this is not generally reflected in credit 
ratings, but can be seen in other market measures.  In these circumstances, 
the Council will restrict its investments to those organisations of higher credit 
quality and reduce the maximum duration of its investments to maintain the 
required level of security.  The extent of these restrictions will be in line with 
prevailing financial market conditions.  If these restrictions mean that insufficient 
commercial organisations of “high credit quality” are available to invest the 
Council’s cash balances, then the surplus will be deposited with the UK 
Government, via the Debt Management Office for example, or with other local 
authorities.  This will cause a reduction in the level of investment income 
earned, but will protect the principal sum invested. 
 
Specified investments 
 
The WG Guidance defines specified investments as those: 
 

 denominated in pound sterling, 

 due to be repaid within 12 months of arrangement, 

 not defined as capital expenditure by legislation, and 

 invested with one of: 
o the UK Government, 
o a UK local authority, parish council or community council, or 
o a body or investment scheme of “high credit quality”. 

 
The Council defines ‘high credit quality’ organisations as those having a credit 
rating of A- or higher that are, domiciled in the UK, or a foreign country with a 
sovereign rating of AA+ or higher.  For money market funds and other pooled 
funds “high credit quality” is defined as those having a credit rating of [A-] or 
higher. 
 
Non-Specified Investments 
 
Any investment not meeting the definition of a specified investment is classed 
as non-specified.  The Council does not intend to make any investments in 
foreign currencies.  Non- specified investments will therefore be limited to long 
term investments, i.e. those that are due to mature 12 months or longer from 
the date of arrangement; those that are defined as capital expenditure, such as 
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money market funds and other pooled funds; and investments with bodies and 
schemes not meeting the definition on high credit quality. Limits on non-
specified investments are shown in the table below. 
 
Table 6: Non-Specified Investment Limits 
 

 Cash Limit 

Total long-term investments £10m 

Total shares in pooled funds £30m 

Total investments without credit ratings or rated below A- 
(not including pooled funds) 

£10m 

Total non-specified investments £50m 

 
Liquidity management 
 
The Council uses purpose-built cash flow forecasting software to determine the 
maximum period for which funds may prudently be committed.  The forecast is 
compiled on a pessimistic basis, with receipts under-estimated and payments 
over-estimated to minimise the risk of the Council being forced to borrow on 
unfavourable terms to meet its financial commitments.  Limits on long-term 
investments are set by reference to the Council’s medium term financial plan 
and cash flow forecast. 
 
Planned investment strategy for 2015/16 
 
The UK implemented the ‘bail-in’ provisions on 1st January 2015 ending 
government support potentially available should a bank fail in the future. 
Investors / creditors classed as senior unsecured bondholders will be bailed-in 
to secure the future financial stability of a bank in the event of a default. 

 
There is a risk that following the withdrawal of potential government support, 
the credit rating agencies will downgrade the credit ratings of some institutions 
on Flintshire’s counterparty list to BBB+, below A- which is the minimum rating 
required by the Treasury Management Strategy.   
 
To mitigate this risk, the Council will: 

 Not invest in any financial institution rated below A-, with the exception 
of overnight deposits with the Council’s current account. 

 Reduce the amount of unsecured investments made. 

 Seek to invest in alternative, secure financial instruments such as UK 
Government Treasury Bills and investments secured on a bank or 
building societies assets, such as covered bonds, that are exempt from 
bail-in in the unlikely event of insolvency. 

 Continue to diversify the portfolio of investments, subject to cash flow 
requirements as outlined in the following paragraphs 
 

Treasury management staff will continue to seek out investments that meet the 
criteria detailed within this strategy whilst having full regard for the Council’s 
cash flow requirements, in particular the expectancy to meet outstanding single 
status and equal pay obligations during the 2015/16 financial year. 
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The cash flow forecast will be used to divide surplus funds into three categories: 
 

 Short-term – cash required to meet known cash outflows in the next 
month, plus a contingency to cover unexpected cash flows over the 
same period. 

 Medium-term – cash required to manage the annual seasonal cash 
flow cycle, including amounts to cover forecast shortages, planned 
uses of reserves, and a longer-term contingency. 

 Long-term – cash not required to meet cash flows, and used primarily 
to generate investment income. 

 
Short-term funds are required to meet cash flows occurring in the next month 
or so, and the preservation of capital and liquidity is therefore of paramount 
importance.  Generating investment returns is of limited concern here, although 
it should not be ignored.  Instant access money market funds and bank deposit 
accounts will be the main methods used to manage short-term cash. 
 
Medium-term funds which may be required in the next one to twelve months 
will be managed concentrating on security, with less importance attached to 
liquidity but a slightly higher emphasis on yield.  The majority of investments in 
this period will be in the form of fixed term deposits with banks and building 
societies. A wide spread of counterparties and maturity dates will be maintained 
to maximise the diversification of credit and interest rate risks. 
 
Cash that is not required to meet any liquidity need can be invested for the 
longer term with a greater emphasis on achieving returns that will support 
spending on local authority services.  Security remains important, as any losses 
from defaults will impact on the total return, but fluctuations in price and even 
occasional losses can be managed over the long term within a diversified 
portfolio.  Liquidity is of lesser concern, although it should still be possible to 
sell investments, with due notice, if large spending commitments arise 
unexpectedly.  A wider range of instruments, including structured deposits, 
certificates of deposit, gilts and corporate bonds will be used to diversify the 
portfolio.   

 
7.0 Borrowing Strategy 

 
The Council currently holds £172.11m of long-term loans, as part of its strategy 
for funding previous years’ capital programmes.  The balance sheet forecast in 
section 4 shows that the Council will need to undertake significant new long 
term borrowing during 2015/16. 
 
The Council’s chief objective when borrowing money is to strike an 
appropriately low risk balance between securing low interest costs and 
achieving cost certainty over the period for which the funds are required.  The 
flexibility to renegotiate loans should the Council’s long-term plans change is a 
secondary objective. 
 
The Council’s capital expenditure plans will be monitored throughout 2015/16 
to inform and confirm the Council’s long term borrowing need (figures in section 
4 are an estimate).  This is to ensure that the Council does not commit to long 
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term borrowing too early and borrow unnecessarily which will be costly.  The 
use of short-term borrowing will assist with such.  This will be balanced against 
securing low long term interest rates currently being forecast.     
 
Given the significant cuts to public expenditure and in particular to local 
government funding, the Council’s borrowing strategy continues to address the 
key issue of affordability without compromising the longer-term stability of the 
debt portfolio.  With short-term interest rates currently much lower than long-
term rates, it is likely to be more cost effective in the short-term to either use 
internal resources, or to borrow short-term instead.  By doing so, the Council is 
able to reduce net borrowing costs (despite forgone investment income) and 
reduce overall treasury risk.  Credit risk as a result of the bail-in legislation has 
increased as referred to in section 6 the planned borrowing strategy helps to 
mitigate the increased risk.  
 
Whilst such a strategy is most likely to be beneficial over the next 2-3 years as 
official interest rates remain low, it is unlikely to be sustained in the medium-
term.  The benefits of internal borrowing will be monitored regularly against the 
potential for incurring additional costs by deferring borrowing into future years 
when long-term borrowing costs are forecast to rise.  Arlingclose will assist the 
Council with this ‘cost of carry’ and breakeven analysis.  
 
In addition, the Council may borrow for short periods of time (normally for up to 
one month) to cover unexpected cash flow shortages. 
 
Sources of borrowing 
 
The approved sources of long-term and short-term borrowing will be: 
 

 Public Works Loan Board (PWLB) 

 UK local authorities 

 any institution approved for investments above 

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

 UK public and private sector pension funds (except the Clwyd Pension 
Fund) 

 capital market bond investors 

 Local Capital Finance Company and other special purpose companies 
created to enable joint local authority bond issues. 

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

• operating and finance leases 
• hire purchase 
• Private Finance Initiative  
• sale and leaseback 

 
LGA Bond Agency (Municipal Bond Agency) 
 
The LGA Bond Agency is a Local Capital Finance Company established in 2014 
by the Local Government Association as an alternative to the PWLB.  It plans 
to issue bonds on the capital markets and lend the proceeds to local authorities.  
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This will be a more complicated source of finance than the PWLB for three 
reasons: borrowing authorities may be required to provide bond investors with 
a joint and several guarantee over the very small risk that other local authority 
borrowers default on their loans; there will be a lead time of several months 
between committing to borrow and knowing the interest rate payable; and up to 
5% of the loan proceeds will be withheld from the Authority and used to bolster 
the Agency’s capital strength instead.  Any decision to borrow from the Agency 
will therefore be the subject of a separate report to Cabinet.   

LOBOs 

The Authority holds £18.95m of LOBO (Lender’s Option Borrower’s Option) 
loans where the lender has the option to propose an increase in the interest 
rate as set dates, following which the Authority has the option to either accept 
the new rate or to repay the loan at no additional cost.  All of these LOBOS 
have options during 2015/16, and although the Authority understands that 
lenders are unlikely to exercise their options in the current low interest rate 
environment, there remains an element of refinancing risk.  The Authority will 
take the option to repay LOBO loans at no cost if it has the opportunity to do 
so. 

Short-term and Variable Rate loans 

These loans leave the Authority exposed to the risk of short-term interest rate 
rises and are therefore subject to the limit on the net exposure to variable 
interest rates in the treasury management indicators in section 9. 

Debt Rescheduling 

The PWLB allows authorities to repay loans before maturity and either pay a 
premium or receive a discount according to a set formula based on current 
interest rates. Other lenders may also be prepared to negotiate premature 
redemption terms. The Authority may take advantage of this and replace some 
loans with new loans, or repay loans without replacement, where this is 
expected to lead to an overall cost saving or a reduction in risk. 

Planned borrowing strategy for 2015/16 

The Corporate Finance Manager will: 

 Manage the Council's debt maturity profile, i.e. to leave no one future year
with a high level of repayments that could cause problems in re-borrowing
with the limits stated in this Strategy Statement. Appendix A analyses the
debt portfolio of the Council, as at 31st December, 2014.

 Effect any borrowing that maybe required in 2015/16 at the cheapest cost
commensurate with future risk based on interest rate forecasts.

 Monitor and review the level of variable interest rate loans in order to take
greater advantage of interest rate movements, within the limits stated in this
Strategy.
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 Continue to monitor options for debt-restructuring and debt re-payment.

The Corporate Finance Manager will monitor the interest rate market and adopt 
a pragmatic approach to any changing circumstances, reporting any decisions 
and actions taken under delegated powers to Cabinet via the Audit Committee. 

The Council has previously raised the majority of its long-term borrowing from 
the Public Works Loan Board, but it continues to investigate other sources of 
finance, such as bond issues and bank loans, that may be available at more 
favourable rates. 

Loans that present additional risk to the authority, such as lender’s option 
borrower’s option (LOBO) loans and variable rate loans will be restricted to the 
limit on the net exposure to variable interest rates in the treasury management 
indicators in section 9. 

8.0 Policy on Use of Financial Derivatives 

In the absence of any legislative power, the Council’s policy is not to enter into 
standalone financial derivatives transactions such as swaps, forwards, futures 
and options. Derivatives embedded into loans and investments may be used, 
and the risks that they present will be managed in line with the overall treasury 
risk management strategy. 

9.0 Treasury Management Indicators 

The Council measures and manages its exposures to treasury management 
risks using the following indicators.  The Council is asked to approve the 
following indicators: 

Interest rate exposures 

This indicator is set to control the Council’s exposure to interest rate risk.  The 
upper limits on fixed and variable rate interest rate exposures, expressed as an 
amount of net principal borrowed will be: 

2015/16 2016/17 2017/18 

Upper limit on fixed interest rate exposures £330m £350m £360m 

Upper limit on variable interest rate 
exposures 

£60m £70m £80m 

Fixed rate investments and borrowings are those where the rate of interest is 
fixed for the whole financial year.  Instruments that mature during the financial 
year are classed as variable rate.   
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Maturity structure of borrowing 

This indicator is set to control the Council’s exposure to refinancing risk. The 
upper and lower limits on the maturity structure of fixed rate borrowing will be: 

Lower Upper 

Under 12 months 0% 10% 

12 months  and within 24 months 0% 10% 

24 months and within five years 0% 30% 

Five years and within 10 years 0% 50% 

10 years and above 0% 100% 

Time periods start on the first day of each financial year.  The maturity date of 
borrowing is the earliest date on which the lender can demand repayment.   

Principal sums invested for periods longer than 364 days 

The purpose of this indicator is to control the Council’s exposure to the risk of 
incurring losses by seeking early repayment of its investments.  The limits on 
the total principal sum invested to final maturities beyond the period end will be: 

2015/16 2016/17 2017/18 

Limit on total principal invested beyond year end £10m £10m £10m 

Any long term investments carried forward from previous years will be included 
in each years limit. 

Borrowing limits 

The Council is being asked to approve these Prudential Indicators as part of 
the Capital Programme report.  However they are repeated here for 
completeness. 

2015/16 2016/17 2017/18 

Operational boundary – borrowing  
Operational boundary – other long-term liabilities 
Operational boundary – TOTAL  

£304.1m 
£10.1m 

£314.2m 

£321.1m 
£10.1m 

£331.2m 

£333.1m 
£10.1m 

£343.2m 

Authorised limit – borrowing  
Authorised limit – other long-term liabilities 
Authorised limit – TOTAL 

£324.1m 
£20.1m 

£344.2m 

£341.1m 
£20.1m 

£361.2m 

£353.1m 
£20.1m 

£373.2m 

10.0 Other Matters 

The WG Investment Guidance requires the Council to note the following three 
matters each year as part of the investment strategy: 

Treasury Management Advisers 

The Council’s treasury management adviser, Arlingclose continues to provide 
advice and information on the Council’s investment and borrowing activities, 
although responsibility for final decision making remains with the Council and 
its officers.  The services received include: 

Page 174



 

 

 
17 

 advice and guidance on relevant policies, strategies and reports, 

 advice on investment decisions, 

 notification of credit ratings and changes, 

 other information on credit quality, 

 advice on debt management decisions, 

 accounting advice, 

 reports on treasury performance, 

 forecasts of interest rates, and 

 training courses. 
 
The quality of this service is controlled by Financial Procedure Rules 

 
Investment training 
 
The needs of the Council’s treasury management staff for training in investment 
management are assessed as part of the staff appraisal process, and 
additionally when the responsibilities of individual members of staff change. 
 
Staff regularly attend training courses, seminars and conferences provided by 
Arlingclose and CIPFA. Relevant staff are also encouraged to study 
professional qualifications from CIPFA and other appropriate organisations. 
 
Investment of Money Borrowed in Advance of Need 
 
The Authority may, from time to time, borrow in advance of need, where this is 
expected to provide the best long term value for money.  Since amounts 
borrowed will be invested until spent, the Authority is aware that it will be 
exposed to the risk of loss of the borrowed sums, and the risk that investment 
and borrowing interest rates may change in the intervening period.  These 
risks will be managed as part of the Authority’s overall management of its 
treasury risks. 

 

The total amount borrowed will not exceed the authorised borrowing limit of 
£344.2 million.  The maximum period between borrowing and expenditure is 
expected to be two years, although the Authority is not required to link 
particular loans with particular items of expenditure. 
 
Other Options Considered 
 
The WG Investment Guidance and the CIPFA Code of Practice do not prescribe 
any particular treasury management strategy for local authorities to adopt.  The 
Corporate Finance Manager, believes that the above strategy represents an 
appropriate balance between risk management and cost effectiveness.  Some 
alternative strategies, with their financial and risk management implications, are 
listed in the following table. 
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Alternative Impact on income and 
expenditure 

Impact on risk 
management 

Invest in a narrower range of 
counterparties and/or for shorter 
periods. 

Interest income will be lower Reduced risk of losses from 
credit related defaults 

Invest in a wider range of 
counterparties and/or for longer 
periods. 

Interest income will be higher Increased risk of losses from 
credit related defaults 

Borrow additional sums at long-
term fixed interest rates 

Debt interest costs will rise; 
this is unlikely to be offset by 
higher investment income 

Higher investment balance 
leading to a higher impact in 
the event of a default; 
however long-term interest 
costs will be more certain 

Borrow short-term or variable 
loans instead of long-term fixed 
rates 

Debt interest costs will 
initially be lower 

Increases in debt interest 
costs will be broadly offset by 
rising investment income in 
the medium term, but long 
term costs will be less certain 

Reduce level of borrowing if debt 
rescheduling costs weren’t 
prohibitive 

Saving on debt interest is 
likely to exceed lost 
investment income 

Reduced investment balance 
leading to a lower impact in 
the event of a default; 
however long-term interest 
costs will be less certain 
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APPENDIX A – DEBT MATURITY PROFILE 
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