
CABINET OVERVIEW WORKING GROUP 
Thursday, 26 November 2015 at 7.30 pm 

 
 

AGENDA 
 
1. Apologies for Absence   
 
 To receive any apologies for absence from Councillors. 

 
2. Declarations of Interest   
 
 To receive Councillors’ declarations of interest (if any) in relation to any 

matters on the agenda. 
 

3. Minutes  (Pages 2 - 28) 
 
 To approve the minutes of the meeting held on 13 October 2015. 

 
4. Matters arising   
 
 Any matters arising from the minutes of the previous meeting. 

 
5. Work Plan  (Page 29) 
 
 To review the Overview Working Group’s work plan for the current year. 

 
6. Local Council Tax Support Scheme  (Pages 30 - 65) 
 
7. Medium Term Financial Strategy Report  (Pages 66 - 154) 
 
8. Matters of Urgent Business   
 
 Such other business which, in the opinion of the Chairman, should be 

received as a matter of urgency by reason of special circumstances to be 
specified in the minutes. 
 

Public Document Pack



 

MINUTES OF THE CABINET OVERVIEW WORKING GROUP 
HELD ON 

 
13 October 2015 7.30  - 9.30 pm 
 
 
PRESENT 
 
Overview Working Group Members 
Councillor Ian Beckett (Chair) 
Councillor Maggie Hulcoop (Vice-Chair) 
Councillor Simon Carter 
Councillor Waida Forman 
Councillor John Strachan 
 
Other Councillors 
Councillor Emma Toal 
 
Officers 
Jane Greer, Head of Community Wellbeing 
Will Hales, Estates Surveyor 
Joe McGill, Properties, Facilities and Projects Manager 
Maureen Pearman, Community, Leisure and Cultural Services Manager 
Scott Ramsey, Playhouse General Manager 
Lisa Purse, Corporate and Governance Support Officer 

 
 
15. APOLOGIES FOR ABSENCE  

 
Apologies were received from Councillors David Carter, Danny Purton and 
Clive Souter. 
 

16. DECLARATIONS OF INTEREST  
 
None. 
 

17. MINUTES  
 

RESOLVED that the minutes of the meeting held on 10 September 
2015 be agreed as a correct record. 

 
18. MATTERS ARISING  

 
None. 
 

19. FINANCIAL FUTURE OF THE PLAYHOUSE (PRESENTATION)  
 
Hazel Clover, Clover Theatre Management and John Riddell, Theatre 
Projects Consultants gave a presentation on the Harlow Playhouse 
Futures Evaluation which summarised the report contained within the 

Public Document Pack
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agenda pack.  The presentation is amended to these minutes.  Hazel 
explained that the Council’s discretionary funding is due to end in 2019 
and that the report provides advice to the Council on available options. 
 
The Group agreed that subject to the Council’s constitution and the 
agreement of the Head of Governance, a Task and Finish Group would be 
established to examine options and make recommendations for the long 
term financial sustainability of the Playhouse Theatre.  The Task and 
Finish Group would report back to the Cabinet Overview Working Group, 
who will then make recommendations to Cabinet on whether the current 
subsidy to the Playhouse Theatre will be required and if so, for how long 
and at what level of funding.  This will take into account whether significant 
alternative funding arrangements exist and should be pursued.   
 
The financial future of the Playhouse is on the Group’s Work Plan as the 
main agenda item at the 14 January 2016 meeting. 
 

20. COMMUNITY BASED ASSET REVIEW  
 
Joe McGill, Property and Facilities Manager gave a presentation which 
detailed Harlow’s key asset developments and community asset future 
investments. The Group also received a condition survey of the Council’s 
community assets.   The presentation and the condition survey are 
appended to these minutes.  The Group discussed various threats and 
opportunities faced by the community groups that use the Council’s 
community assets.  
 

RESOLVED that representatives from the following community 
groups are invited to a future meeting of the Cabinet Overview 
Working Group: 
 
(i) Sports Community 
(ii) Religious Community 
(iii) Youth Community 

 
21. WORK PLAN 2015/16  

 
The Overview Working Group received a report that outlined its Work Plan 
for the current year. 

 
RESOLVED that: 
 
(i) The 2015/16 Work Plan is noted. 

 
(ii) Either an additional meeting is arranged in February 2016 to 
consider Process for Child Protection or it is added to the 16 
March 2016 meeting of this Group. 

 
(iii) Future of the Town Centre is added to the 14 January 2016 
meeting of this Group. 
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22. MATTERS OF URGENT BUSINESS  

 
None. 
 

  
 
 
 
 
 
 

 CHAIRMAN OF THE OVERVIEW 
WORKING GROUP 
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Harlow Playhouse Futures 

Presentation to Cabinet Overview Working GroupPresentation to Cabinet Overview Working Group

Harlow Council

Playhouse Futures Evaluation

Presentation to Cabinet Overview Working GroupPresentation to Cabinet Overview Working Group

October 2015
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Futures Evaluation of Harlow Playhouse 

and this Presentation

� Who we are  - Hazel Clover and John Riddell, Theatre Consultants

� Our Brief

� Context

� Our Methodology – Consultation, Benchmarking, Case Studies� Our Methodology – Consultation, Benchmarking, Case Studies

� Summary of Conclusions

� Options appraisal

� Estimated costs

� Proposed Action Plan

Futures Evaluation of Harlow Playhouse – Introducing the Report 

Hazel Clover and John Riddell, Theatre Consultants

Consultation, Benchmarking, Case StudiesConsultation, Benchmarking, Case Studies
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Introduction – Harlow Playhouse

• Harlow Playhouse is the sole provider of professional theatre and 

performing arts in Harlow, serving over 80,000 residents, as well as visitors 

to the town

• The Playhouse contributes significantly to the economic, cultural and social 

value of Harlow 

• Harlow Council has invested in the Playhouse building and operation, and is • Harlow Council has invested in the Playhouse building and operation, and is 

committed to its future

• The Playhouse is a discretionary service provided by the 

• Increasing pressure on budget provision for essential services means that 

the Council may have to reduce or cease some discretionary services that it 

currently provides, including the Playhouse. 

• Determining a known ongoing cost for the Playhouse is therefore a priority 

for the Council

Harlow Playhouse

Playhouse is the sole provider of professional theatre and 

performing arts in Harlow, serving over 80,000 residents, as well as visitors 

The Playhouse contributes significantly to the economic, cultural and social 

has invested in the Playhouse building and operation, and is has invested in the Playhouse building and operation, and is 

Playhouse is a discretionary service provided by the Council

Increasing pressure on budget provision for essential services means that 

the Council may have to reduce or cease some discretionary services that it 

currently provides, including the Playhouse. 

Determining a known ongoing cost for the Playhouse is therefore a priority 
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Current position – Harlow Playhouse

� The Playhouse achieved an income of over £1.1 million during 2014/15, of which:

� Programme output - 229 ticketed events; 55,871 paying customers; £783,924, 

representing 55% of income

� Professional programme – range, quality, Essex hub

� Other income of 45% met through catering, bars, community hires, rentals and fees� Other income of 45% met through catering, bars, community hires, rentals and fees

� Home to many local community and amateur groups for production, rehearsal and 

performance

� By 2019 the building will be 50 years old and sound in structure, however fabric and 

fixtures will have outlived their usefulness

� The Playhouse’s operating cost is £324,210 (plus central recharges of £166,348 and 

capital costs of £472,354)*

*2014/15 financial outturn

Harlow Playhouse

The Playhouse achieved an income of over £1.1 million during 2014/15, of which:

229 ticketed events; 55,871 paying customers; £783,924, 

range, quality, Essex hub

Other income of 45% met through catering, bars, community hires, rentals and feesOther income of 45% met through catering, bars, community hires, rentals and fees

Home to many local community and amateur groups for production, rehearsal and 

By 2019 the building will be 50 years old and sound in structure, however fabric and 

The Playhouse’s operating cost is £324,210 (plus central recharges of £166,348 and 
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Conclusion summary – Harlow Playhouse

• The building is generally fit for purpose and could sustain in its current state for a 
further 20 years with managed maintenance and investment

• The Playhouse provides a quality, ranging and popular programme that attracts 
audiences

• Unique spaces for community groups that are well used and contribute 
significantly to the Playhouse’s daily footfall and income

• Strong Management – artistic direction, organisational development and ancillary 
servicesservices

• Potential for artistic and service development through growth and partnership

• Established on the industry national circuit for popular touring artists and well 
placed for further investment in artistic advancement

• The Playhouse is central to the town’s cultural, 
social wellbeing, if lost, the effect would be 

• There will be a cost to be met by the Council to secure the Playhouse’s future 
operation and sustainability

Harlow Playhouse

The building is generally fit for purpose and could sustain in its current state for a 
further 20 years with managed maintenance and investment

The Playhouse provides a quality, ranging and popular programme that attracts 

nique spaces for community groups that are well used and contribute 
significantly to the Playhouse’s daily footfall and income

artistic direction, organisational development and ancillary 

Potential for artistic and service development through growth and partnership

Established on the industry national circuit for popular touring artists and well 
placed for further investment in artistic advancement

the town’s cultural, entertainment, economic and 
be far-reaching

There will be a cost to be met by the Council to secure the Playhouse’s future 
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Future options

There are options available to the Council on how this cost may be 

are:

Continue to wholly own all cost and financial risk

- Status Quo – retain in house operation

- Reduced services

Share or transfer some risk through a partnership arrangementShare or transfer some risk through a partnership arrangement

- Outsource management to an external operator

Cease cost

- Close the Playhouse

- Sell the building

are options available to the Council on how this cost may be managed and known. These 

Continue to wholly own all cost and financial risk

retain in house operation

Share or transfer some risk through a partnership arrangementShare or transfer some risk through a partnership arrangement

Outsource management to an external operator

9
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Summary of options – cost implications

1. Reduced services

� Reducing service output for the professional programme would critically hinder income through ticketing and ancillary service
number of hired events would have a similar effect

� Minimal savings available

Financial risk estimate to Council: Medium to High

2. Outsource to a charitable trust

� A Trust will require a subsidy from the Council as well as a relatively high degree of involvement from Council staff and ‘ba

� Potentially high up front cost and resource implications to set up and ‘bed in’

� Trustees lend their time and expertise voluntarily to oversee and be accountable for the overall strategy, policy, management
company. The necessary skills or commitment may not be available in Harlow to formulate a workable Board, therefore a Trust may not add 
cost reduction to the current operating arrangement

Financial risk estimate to Council: Medium to High

3. Status Quo – retain in house

� Further income generation opportunities identified through programme and ancillary services

� Minimal opportunity for savings

� Strong management already in place 

� Risks known. No cost for change. Known workable model.

Financial risk estimate to Council: Low to Medium

cost implications

Reducing service output for the professional programme would critically hinder income through ticketing and ancillary services. Reducing the 

A Trust will require a subsidy from the Council as well as a relatively high degree of involvement from Council staff and ‘backroom’ resources

high up front cost and resource implications to set up and ‘bed in’

Trustees lend their time and expertise voluntarily to oversee and be accountable for the overall strategy, policy, management and operation of the 
may not be available in Harlow to formulate a workable Board, therefore a Trust may not add value or 

generation opportunities identified through programme and ancillary services
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Summary of options – cost implications

4. Outsource to a commercial operator

� Known long-term annual cost; Financial risk transferred

� Theatre expertise (theatre is their business)

� ‘Backroom resources’ (i.e. accountancy, payroll, HR, training, insurance, licensing etc.) provided from the wider 

� Greater access to productions and shows (group buying across the Company portfolio) 

� Potential for financial investment in the building, i.e. catering and hospitality

� Minimal resource required of Council support/corporate officers. In house resource to develop theatre management and 

Financial risk estimate to Council: Low

5. Close the Playhouse5. Close the Playhouse

� Building will continue to require maintenance to ensure safety

� Depreciation costs will continue to apply

� Cost of closing is dependent on many variables

� Some income may be achieved through sale of fixtures and fittings

Financial risk estimate to Council: Low

6. Sell the building

Financial risk estimate to Council: Low

* Option 5 and Option 6 are included in this Section on the basis of cost being a primary driver in the Council’s decision making in regard to the Playhouse. Reference is 

not made elsewhere in the Report to these options other than the Risk Register and we are not suggesting either option as favourable to Harlow Council

cost implications

‘Backroom resources’ (i.e. accountancy, payroll, HR, training, insurance, licensing etc.) provided from the wider company

Greater access to productions and shows (group buying across the Company portfolio) 

Potential for financial investment in the building, i.e. catering and hospitality

Minimal resource required of Council support/corporate officers. In house resource to develop theatre management and staff

primary driver in the Council’s decision making in regard to the Playhouse. Reference is 

Report to these options other than the Risk Register and we are not suggesting either option as favourable to Harlow Council
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Estimated future cost options*

Reduced services £ 1,238,702 (includes Op, CR and CC

Status quo £    962,912 (includes Op, CR and CC)

Outsource to a charitable trust £    872,354 (Includes CR and CC

Outsource to a commercial operator £    773,354 (Includes CR and CC)

Close the Playhouse £    522,854 (includes CC)

Sell the building £    NilSell the building £    Nil

Options 1 – 4 includes on-going responsibility for the building

All options except status quo will require some one

Op = Operating subsidy; CR = Central recharges; CC = Capital costs (Depreciation/Impairment) £472,354

* Estimates prior to feasibility, consultation, market testing 

*

Less CC

(includes Op, CR and CC) £766,348

(includes Op, CR and CC) £490,558

(Includes CR and CC) £400,000

(Includes CR and CC) £301,000

(includes CC) £  50,500

Nil

going responsibility for the building

All options except status quo will require some one-off costs to implement 

Op = Operating subsidy; CR = Central recharges; CC = Capital costs (Depreciation/Impairment) £472,354
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Proposed Action Plan for Harlow Council

• Cultural Strategy, Business Planning, Governance

• Building investment plan

• Set up a Working Party / Project Team to explore options

• Consultation – stakeholder, user, statutory• Consultation – stakeholder, user, statutory

• Timescales

• Support, commitment and will from all stakeholders is essential in reaching 

the right decision for the Playhouse’s future

Proposed Action Plan for Harlow Council

Governance

Set up a Working Party / Project Team to explore options

stakeholder, user, statutorystakeholder, user, statutory

all stakeholders is essential in reaching 

future
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Closing summary

• This presentation, drawn from our recent report, has focussed on options available for Harlow 

Playhouse on the basis of cost being a priority for the Council

• The Playhouse is a vital asset to Harlow, to its customers, users, communities, employees and local 

businesses and reflective of the Council’s ongoing corporate priorities

• The Playhouse’s importance as a successful regional theatre is evidenced in our report which • The Playhouse’s importance as a successful regional theatre is evidenced in our report which 

demonstrates the theatre’s value to Harlow and its residences

• Decisions on the future of the Playhouse should be undertaken with all factors and variables 

considered, as well as cost

• We strongly advise that all options are carefully explored to determine the best decisions are made 

to ensure the continuing operation and development of the Playhouse

This presentation, drawn from our recent report, has focussed on options available for Harlow 

Playhouse on the basis of cost being a priority for the Council

s a vital asset to Harlow, to its customers, users, communities, employees and local 

businesses and reflective of the Council’s ongoing corporate priorities

The Playhouse’s importance as a successful regional theatre is evidenced in our report which The Playhouse’s importance as a successful regional theatre is evidenced in our report which 

demonstrates the theatre’s value to Harlow and its residences

Decisions on the future of the Playhouse should be undertaken with all factors and variables 

We strongly advise that all options are carefully explored to determine the best decisions are made 

to ensure the continuing operation and development of the Playhouse
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Questions

Harlow Playhouse Futures Evaluation

September 2015

Hazel Clover, Clover Theatre ManagementHazel Clover, Clover Theatre Management

John Riddell, Theatre Projects Consultants

Harlow Playhouse Futures Evaluation

September 2015

Hazel Clover, Clover Theatre ManagementHazel Clover, Clover Theatre Management

John Riddell, Theatre Projects Consultants
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COMMUNITY ASSET REVIEW

www.harlow.gov.uk

COMMUNITY ASSET REVIEW

16
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Background to Community Asset 

Investments 

Key asset developments:

• Harlow Leisurezone circa £34M 

• Harlow Athletics Track circa £1.5M 

• Harlow Town Football Club circa £3.7M 

www.harlow.gov.uk

• Harlow Town Football Club circa £3.7M 

• Harlow Tennis Club circa £1.2M
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Community Asset Investments 

Key asset developments:

• Harlow Bowls Club (LBC) circa £76,000

• Harlow Town Cricket Club £300,000 

www.harlow.gov.uk

• BATTS (Norman Booth) £500,000 

• Skate Park £300,000 
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Community Asset Investments 

Key asset developments:

• Outdoor Gym £45,000

• Public Tennis Courts £50,000

• Town Park HLF £2.5M  

www.harlow.gov.uk
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Community Asset Future Investments 

www.harlow.gov.uk

• Nicholsfield Sport Pavilion £500,000

20
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Future Investment / Partnering 

• Harlow Rugby Club 

www.harlow.gov.uk
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Future Investment / Partnering 

• Stock Condition Surveys

• Tender due back Nov 2015 

• Start to receive results of surveys Feb 2016

• Survey Implications for some buildings

www.harlow.gov.uk

• Revenue cost of buildings  
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Future Investment / Partnering 

• Which groups would members of the working party like to hear from 

and invite to present to the working party 

• Next steps 

www.harlow.gov.uk
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Any questions?

www.harlow.gov.uk

Any questions?
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Various Buildings Stock Condition Survey Tender – 06/07/2015 

 Page 1 

 

CONDITION SURVEY 

PROPERTIES TO BE SURVEYED AND SURVEYS REQUIRED – PHASE 1 

    Additional surveys – Refer to Item 6.5 0f 
Tender. 

UPRN PROPERTY NAME External 
Stock 
Cond 
Survey 

Internal 
Stock 
Cond 
Survey 

6.5.1 
DDA 

Access 
Audit  

6.5.2 
Glazin
g Audit 

6.5.3 
Fire 
Risk 

Assess 

6.5.4 
Drain 
Survey 

6.5.5  
Lightni
ng 

Protect
ion 

 OLD HARLOW WARD        

200002579754 Aneurin Bevan Centre Y Y Y Y    

100091625089 Fore Street Car Park Y       

100091625096 Garden Terrace Road Car Park Y       

10003713910 Little Bays Annexe Y Y      

100091625188 Market Street Car Park Y       

200002579931 Norman Booth Centre Y Y Y    Y 

100091625135 WayreStreet Car Park Y       

         

 MARK HALL WARD        

200002580308 Blackbush Springs Common Room Y Y      

200002579539 Churchfield Common Room Y Y      

200002580309 Glebelands Common Room Y Y      

10023420129 Kao Hockham Building Y      Y 

100091443126 Harlow Museum Y Y Y Y Y  Y 

10023421477 Ladyshot Common Room Y Y      

10003715164 Ladyshot Pavilion Y       

200002579720 Mark Hall Barn Y Y     Y 

200002580320 The Stow A Car Park Y       

200002580321 The Stow B Car Park Y       

010023421744 The Stow C Car Park Y       
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Various Buildings Stock Condition Survey Tender – 06/07/2015 

 Page 2 

 

 NETTESWELL WARD        

200002580110 Greyhound/School Lane Car Park Y       

200002580111 Halling Hill Common Room Y Y      

100091443120 Leah Manning Centre Y Y Y Y Y   

010003709015 The Dashes Community Centre Y       

         

 HARE ST/LT PARNDON WARD        

10023419933 Barrows Farm Cottage Y Y      

100091440180 Canons Brook Golf Club (3 buildings) Y Y      

100091254523 Canons Cottage 1 Y Y      

100091254524 Canons Cottage 2 Y Y      

200002579724 FoldcroftPlaycentre Y       

200002579763 Hare Street Springs Common Room Y Y      

200002579649 Herons Wood Depot Y Y      

200002579940 Northbrooks Pavilion Changing Rm & Mosque Y Y      

200002580531 Wych Elm Car Park Y Y   Y   

         

 BUSH FAIR WARD        

200002579466 Bush Fair General Car Park Y       

200002579478 Bush Fair Tilegate Rd Car Park Y       

10003707532 Harlow Study Centre Barn and Offices Y Y Y Y Y   

10023419449 Harlow Study Centre Day Barn Y Y      

10023418286 Harlow Study Centre Church of St Andrew Y Y      

200002580417 Little Brays Common Room Y Y      

200002579936 Nicholls Field Car Park Y       

         

 TODDBROOK WARD        

10003708235 21 The Rows  Y Y      

10003708167 Advice Centre  Y Y Y Y Y   

10003712586 Barn Mead Pavilion Y Y      

200002580384 Bus Station – Town Centre Y Y      

200002580385 Bus Station Enquiry Office Y Y      

10003709357 Civic Centre – Town Centre Y Y      
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Various Buildings Stock Condition Survey Tender – 06/07/2015 

 Page 3 

 

10023420398 Harlow Market – Town Centre Y Y      

10023419391 Market Store – Town Centre Y Y      

10023421658 Passmores House Car Park Y       

10023421745 Post Office Road General Car Park Y       

10023421746 Post Office Road Market Traders Car Park Y       

         

 GREAT PARNDON WARD        

10003710272 Abercrombie Centre Y Y     Y 

10023421739 Abercrombie Playbarn Y Y      

200002580413 Rectory Field Pavilion Y Y      

         

 HARLOW COMMON WARD        

100091625167 British Legion Radburn Pavilion Y       

         

 STAPLE TYE WARD        

10023422034 Stewards Farm House Y Y      

10023422035 Stewards Farm Stables (3 buildings) Y Y      

100091439969 10 Staple Tye Y Y      

100091439852 Staple Tye Depot Y Y   Y   

010023422869 Latton Bush Centre (6 Buildings) Y Y Y Y  Y  

         

 SUMNERS&KINGSMOOR WARD        

200002580472 The Link Social Club Y Y      

200002579977 
 

Parndon Wood Nature Reserve Study Centre Y Y  Y Y   

100091440109 Barbara Castle Health Centre Y Y   Y   
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Updated 10/11/15 

Cabinet Overview Working Group 
 
Work Plan 2015/16 
 

26 November 2015 
 

Local Council Tax Support Scheme Simon Freeman 
 

Medium Term Financial Strategy  Simon Freeman 
 

14 January 2016 
 

Process for Child Protection(To be 
agreed) 
 

Jane Greer 

Future of the Town Centre Jane Greer 

11February 2016 
 

Financial future of Harlow Playhouse 
Theatre(To be agreed) 
 

Jane Greer 

10 March 2016 
 

Financial Future of Pets Corner 
 

Jane Greer 

Review of Council Housing Empty 
Property Management 
 

Andrew Murray 
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REPORT TO: OVERVIEW WORKING GROUP  
 

DATE: 26 NOVEMBER 2015 
 

TITLE: ANNUAL REVIEW OF LOCAL COUNCIL TAX 
SUPPORT SCHEME (LCTSS) 
 

LEAD OFFICERS: 
 

SIMON FREEMAN, HEAD OF FINANCE  
(01279) 446228 
 

CONTRIBUTING 
OFFICERS:  

DONNA P BEECHENER, REVENUES & 
BENEFITS MANAGER (01279) 446245 

 
RECOMMENDED that Overview Working Group: 
 
A Acknowledges the current position regarding the 2015/16 Local Council Tax 

Support Scheme and endorses continuing stability within the scheme for 
2016/17. 
 

B  Recommends to Cabinet that, following the results of the consultation 
process, the 2016/17 scheme is amended as follows :  
 

(i) The introduction of a minimum income floor for self-employed 
claimants of Local Council Tax Support. 
 

(ii) The award of backdated Local Council Tax Support is limited to 
one month 

 
C Recommends to Cabinet that the proposal to remove the Family Premium in 

calculating an award of Local Council Tax Support is deferred for a further 12 
months. 
 

 
BACKGROUND 
 
1.  In accordance with the Welfare Reform Act 2012, and the Local Government 

Finance Act 2012, councils are required to implement a Local Council Tax 
Support Scheme (LCTS) annually, and by 31 January each year at the latest 
for the forthcoming financial year. 
 

2.  The Pan Essex working group, originally established to consider a County wide 
approach to the localisation of council tax support, has continued to work 
effectively and has been looking at other aspects of collection. Having 
focussed on the development of the local schemes, more recently the work 
has been looking at those exemptions and discounts awarded to council tax 
payers. As a result the group has now finalised proposals to implement a third 
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business case relating to the implementation of a range of measures targeted 
at ensuring that each authority across Essex undertakes work on a consistent 
basis to help protect the tax base in each district. Work will be   undertaken in 
2016/17 to ensure compliance to check and challenge council tax reductions 
awarded for which entitlement may have subsequently changed or be no 
longer appropriate. 
 

 Local Council Tax Support (LCTS) 
 

3.  The national Council Tax Benefit (CTB) scheme, which was wholly funded by 
Central Government and administered locally by billing authorities, was 
abolished with effect from 1 April 2013. The Council approved its local scheme 
for the 2015/16 financial year at its meeting held on 18 December 2014. 
 

4.  Prior to the introduction of LCTS there had been no cap on CTB expenditure. 
However, with the introduction of LCTS Government funding was restricted 
through the introduction of a cash limit in the form of a fixed grant. In addition 
the grant was set at a level which was 10% less than the previous council tax 
benefit expenditure estimated from 2012/13. For Harlow this represents a 
reduction in funding of around £1.3 million per annum from April 2013. 
 

5.  The grant for LCTS was originally identified specifically within the Council’s 
overall Revenue Support Grant and retained Business Rates income for 
2013/14. The level of funding for 2014/15 and future years has not been 
identified in the same way and has been included in the Council’s overall 
Revenue Support Grant and Retained Business Rates – overall Formula 
Funding. As a result of this there is no protection for the LCTS funding and it is 
subject to the wider Government cuts to local government funding. Since the 
introduction of the scheme the Councils overall funding has reduced by over 
38% but there has been no reduction in the Councils support of its LCTS 
scheme. 
 

6.  In order to ensure that Pensionable Age customers should be no worse off 
under the local scheme, national rules remain in place for this group of 
claimants. As protection remains in place for those of Pensionable Age, the 
impact of the reduction in funding has fallen upon Working Age claimants as 
reported during the implementation of the 2013/14 2014/15 and 2015/16 
schemes. 
 

7.  Harlow Council is part of a Pan Essex Project Group, with a remit to design an 
Essex Framework for LCTS. The principles of the framework were reported to 
Cabinet on 12 July 2012. On 22 November 2012 Harlow Council adopted a 
LCTS scheme following public consultation during the summer of 2012 based 
on these principles, which are detailed below: 
 

 The scheme will be cost neutral. 
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 Council tax support will continue to be assessed on a means tested 
basis. 

 Council tax support will not be paid above Council tax band H. 

 Council tax support is capped at 76% of council tax liability. 

 The first £25 of weekly earnings are disregarded in the calculation of 
support. 

 There is no entitlement to support where the applicant has capital of 
over £6,000 

 Second adult rebate and underlying entitlement were abolished to 
remove the administrative burden of these. 

 
For comparison purposes, the LCTS schemes for the District Councils of 
Essex are attached at Appendix A. 
 

8.  Harlow has ensured that in the development of the local scheme the eligibility 
criteria for LCTS remains aligned with the previous national council tax benefit 
scheme, with specific protection for families and persons with disabilities. In 
addition and despite the reductions in overall Government grant received by 
the Council the scheme has been supported and maintained without variation 
to the above principles for its third full year of operation. 
 

9.  The 2013/14 scheme was designed to deliver savings of £1,361,235 to ensure 
that expenditure on LCTS did not exceed the total Government funding 
allocated for the scheme.  At the time of writing this report the LCTS scheme 
costs for the current and previous financial years are as follows: 
 

 

LCTS 
Award 

1 April  
2013 

31 March 
2014 

31 March 2015 31 October 2015 

     

Pensionable 
Age 

    

Caseload 3,819 3,673 3,547 3,341 

LCTS Award £3,535,031 £3,483,230 £3,240,964 £3,048,752 

     

Working 
Age 

    

Caseload 5,302 5,189 4,890 4,521 

LCTS Award £3,810,068 £3,741,202 £3,363,313 £3,188,503 

     

Total LCTS 
Award 

£7,345,099 £7,117,494 £6,604,277 £6,237,255 

 
 

 

10.  It was estimated that the in-year council tax collection rate for 2013/14 in 
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Harlow would be affected by the introduction of LCTS and could fall by over 
3% compared to the collection rate in 2012/13. Council tax collection at the 
end of the second quarter in 2015/16 is reported at 56.71%, compared to a 
collection rate of 56.83% for the same period in the 2012/13 financial year.  
 
 

 30 
September 

2012 

30 
September 

2013 

30 
September 

2014 

30 
September 

2015 

Council Tax 
Collection 
Rate 

56.83% 56.60% 56.28% 56.71% 

 
 
At the time of writing this report –  
 

 Council tax collection rate is currently exceeding original forecasts.  
The introduction of a 12 month instalment scheme by the Government 
in 2014 will also be impacting on the collection statistics when 
compared with prior years with income having been collected 
predominantly over 10 months. 

 

 The additional funding provided within the agreement with the 
precepting bodies has enabled employment of extra staff dedicated to 
working with LCTS claimants. This has meant that the normal 
collection processes on the remaining non LCTS clients has not been 
compromised. 

 

 There is continuing good engagement with LCTS claimants meaning 
that it has been possible to agree payment arrangements with 
residents at an early stage, and reducing avoiding the need for further 
recovery action. 
 

 
 

 

11.  Recovery action for council tax in LCTS cases has been taken in 
accordance with legislation with the addition of the specialist advice from the 
LCTS officers. Of the 4,890 working age LCTS claimants, 1,158 (25.6%) 
have received a final notice where a payment has not been received and 
1,046 (23.1%) of the total working age claimants have been summonsed. 
Where a summons has been issued, the Council continues to work to 
engage with those affected to provide support and advice to reach a 
payment solution wherever possible, subject to the claimant’s willingness to 
disclose relevant information and work with Council officers. The table below 
provides a comparison with previous years. 
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 30 October 
2013 

30 October 
2014 

30 October 
2015 

Percentage of working 
age LCTS claimants 

receiving a Final Notice 

 
 

26.7% 

 
 

29.8% 

 
 

25.6% 

Percentage of working 
age LCTS claimants 

receiving a Summons 

 
 

16.6% 

 
 

18.4% 

 
 

23.1% 

 
 
 

12.  Whilst the collection position is currently higher than expected and the level 
of support being awarded has fallen, recovery of amounts falling due can 
take several years to collect and it is currently too early in the operation of 
the new scheme to be able to forecast what the overall collection position 
will be as the scheme matures and settles over the next two or three years.  
 

 LCTS 2016/17 Proposals 
 

13.  Officers are keeping the performance of the LCTS scheme under review but 
as the Council plans for 2016/17 there is still only a very short period of 
operation of the new scheme,– two full financial years, on which to base 
judgements and future estimates.  In addition to the scheme still being new, 
there are also significant Government led welfare reforms been implemented 
and proposed, the impacts of which are difficult to analyse and quantify at 
this time. 
 
 

14.  Monitoring of the local scheme indicates that it is operating well and that 
collection of the amounts billed to claimants is being maintained. 
Engagement with residents impacted by the changes has also been 
extremely good. In order to maintain certainty for both claimants and the 
Council, the proposals for the scheme in 2016/17 are to maintain the 
restriction on the entitlement to support at 24% for a fourth  year and that the 
reductions to the Councils core Formula Funding will not be passed on to 
claimants despite further reductions being forecast for 2016/17 as part of the 
Governments ongoing austerity measures. 
 

15.  A public consultation exercise was conducted in 2015 on the LCTS scheme 
for 2016/17. Consultation ended on 25 October 2015 and the results are 
shown at Appendix B. The consultation made three proposals for change to 
the scheme all of which are intended to simplify its operation and 
administration. The options and the consultation response to them are set 
out in the following paragraphs of the report. 
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16.  Option 1 
Setting a Minimum Income Floor for Self Employed Persons in line with 
other Welfare Reforms 
 
In order to align the Council’s Council Tax Support scheme with Universal 
Credit, it is proposed that the Council uses a minimum earned income figure 
for those who are self- employed in line with the UK national minimum wage 
of £7.20* per hour for 35 hours per week. Any income above this amount 
would be taken into account based on the actual amounts earned. This 
minimum would not apply for a designated start-up period for new self-
employed business start-ups.  
 
The benefits of doing this are: 

 Council Tax Support will be brought into line with Universal Credit; 

 It will incentivise working age applicants to grow and expand their 
business 

The drawbacks of doing this are: 

 Where a working age resident is in self-employment and 
continues to run a business where their income is below the 
minimum level, they will be assumed to earn at least minimum 
wage (based on a 35 hour week) after a start-up period. 

 
*£7.20 is the national minimum wage level from April 2016. 
 
59% of respondents to the consultation agreed with this proposal. 
 
Where claimants currently work less than 35 hours per week, the actual 
number of hours worked will be used, except where declared earning are 
less than the national minimum income floor level of £7.20 per hour. The 
Council currently has 224 LCTS claimants who are self-employed. Declared 
gross earnings range from £0.00 per week to £415.00 per week. 
 
An example of how this proposed change would affect an LCTS claimant 
with self-employed earnings is at Appendix C. 
  

17.  Option 2 
Removing the Family Premium for all new working age claimants. 
 
The removal of the Family Premium from 1st April 2016 for new claims will 
bring the Council Tax Support Scheme in line with the changes in Housing 
Benefit announced by Central Government. The Family Premium is part of 
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how ‘needs’ of any claimant are assessed and is included in their Applicable 
Amount, which is compared with their income. The family premium is 
normally given where a claimant has at least one dependent child or young 
person. Removing the family premium will mean that when assessing a 
claimants “Applicable Amount” the Family Premium, currently £17.45 per 
week will not be included. This change would not affect those claimants on 
Universal Credit, Income Support, Income Related Employment and Support 
Allowance or Income Based Jobseeker’s Allowance. 
 
The benefits to the Council of doing this are: 

 To bring the Council Tax Support Scheme in line with Housing Benefit 
changes proposed by Central Government; 

 It is a simple alteration to the scheme. 
 
The drawbacks of doing this are: 

 New working age claimants may see a reduction in the amount of 
support they received. 

 
Whilst 62% of respondent’s agreed with this proposal, it is recommended 
that this proposal be deferred for 12 months. At the time of writing this report 
the regulations have been laid, with a proposed implementation date of 1 
May 2016 for Housing Benefit. It is estimated that the number of households 
affected by this change would be low, as the change would not apply to 
existing claims, and the extent of the exceptions that would apply.  
 

18.  Option 3 
Reducing Backdating to 4 weeks 
 
Currently claims for Council Tax Support for working age claimants can be 
backdated for up to 3 months where a claimant can prove that there was 
‘good cause’ that they could not claim at an earlier time. From April 2016 
Central Government will be reducing the period for Housing Benefit claims to 
4 weeks. It is proposed that the Council’s Council Tax Support Scheme be 
aligned with the changes for Housing Benefit. 
 
The benefits to the Council of doing this are: 

 To bring the Council Tax Support Scheme in line with Housing Benefit 
changes proposed by Central Government. 

 It is a simple alteration to the scheme and simplifies the 
administration. 

 
The drawbacks of doing this are: 

 New working age claimants may see a reduction in the amount of 
support they receive if they are unable to claim on time. 

 Claimants may not be able to pay any council tax due prior to the 
award of LCTS. 
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54% of respondents to the consultation agreed with this proposal. 
 
At the time of writing this report regulations have been laid for this change 
and the intention now is to restrict the backdating of Housing Benefit to 1 
month, and not 4 weeks.  
 
There have been 162 backdated awards of LCTS made in the current 
financial year, and the average period of award is 47 days. Reducing the 
backdated awards to a maximum of 30 days, would result in an average loss 
of £48.20 of support where a claimant is resident in a Band C property and 
receives support at the maximum level of 76%, based on a Band C charge 
of £1,389.64.  
 
To mitigate any potential exceptional circumstances, or financial hardship, 
the Council has an Exceptional Hardship fund. 
 

19.  A full equalities impact assessment was carried out on the current 2015/16 
scheme. This has been reviewed to take account of the proposed changes 
to the scheme for 2016/17 and is attached to this report at Appendix D 
 

 Conclusions 
 

20.  The LCTS scheme operated by the Council has performed well in its first 
two years of operation with claimants being helped significantly through the 
support officers appointed at the outset of the scheme through the funding 
agreement with the key precepting bodies. 
 

21.  Following consultation on the 2016/17 scheme it is again proposed to retain 
the scheme largely unchanged with the exception of the options set out in 
the report to set a self-employed income floor and to limit backdating to one 
calendar month. The changes will improve the administrative arrangements 
for the scheme and will also help to align the scheme with Housing Benefit 
administration. 
 

 
 
 
IMPLICATIONS 
 
Place (includes Sustainability) 

No implications specifically arise from the Council Tax Benefit reforms. Welfare 
Reform more widely will have a range of different impacts on delivery of service 
objectives. 
Author: Graeme Bloomer, Head of Place 
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Finance (Includes ICT) 
Financial impacts of the LCTSS scheme are being considered as part of the 
wider budget process and development of the Medium Term Financial Strategy. If 
the Council agrees the final scheme in line with the agreed principles then it is 
expected to be broadly cost neutral although there will be uncertainties regarding 
recovery rates and the impact upon the Collection Fund until the scheme is 
actually in operation. 
Author: Simon Freeman, Head of Finance  

 
Housing 

None Specific 

Author: Andrew Murray, Head of Housing 

 
Community Wellbeing (includes Equalities and Social Inclusion) 

Contained within the report at this stage. The implications of the final scheme will 
be assessed for impact on vulnerable groups, as outlined in the report 
Author: Jane Greer, Head of Community Wellbeing 

 
Governance (includes HR) 
The Council must have the LCTSS in place by 31 January 2016 and having 
carried out a consultation exercise it will minimise the risk of challenges to the 
Council. 
Author: Brian Keane, Head of Governance 
 
Background Papers 
Harlow http://www.harlow.gov.uk/council-tax-support-scheme-2014-15pdf 
 
http://www.audit-commission.gov.uk/2013/11/protecting-the-public-purse-2013/ 
 
https://www.gov.uk/government/publications/annual-fraud-indicator--2 
 

 
 
Glossary of terms/abbreviations used 
 
CTB – Council Tax Benefit 
LCTS – Local Council Tax Support 
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Essex Schemes 2015/16 
             

Appendix 
A 

               

 
 Basildon   Braintree   Brentwood   Castle Point   Chelmsford   Colchester   Epping Forest   Harlow   Maldon   Rochford  

 Southend-on-
Sea   Tendring   Thurrock   Uttlesford  

Minimum council tax 
payment? Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

% Minimum council tax 
payment level 2013/14 15 20 20 30 20 20 20 24 20 20 25 15 25 8.5 

% Minimum council tax 
payment level 2014/15 25 20 20 30 23 20 20 24 20 20 25 15 25 12.5 

% Minimum council tax 
payment level 2015/16 25 20 20 30 23 20 20 24 20 20 25 20 25 12.5 

Savings limit 16000 16000 16000 6000 6000 6000 6000 6000 6000 6000 6000 16000 6000 16000 

Other benefits counted as 
income? No Yes Yes Yes Yes Yes Yes No Yes Yes No Yes No No 

Second adult rebate 
reduced or abolished? No No No Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Changes made to non-
dependent deductions? Yes No Yes Yes Yes Yes No No Yes Yes No Yes No No 

Support restricted to a 
particular council tax 

band? Yes Yes Yes Yes Yes No Yes No Yes Yes No No No No 

Council Tax band support 
is restricted to D D D D D - D - D D - - - - 
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Introduce minimum 
council tax support 

payment? Yes No No No No No Yes No No No No No No Yes 

Minimum weekly council 
tax support payment £2.50 - - - - - £0.50 - - - - - - £2.00 

Taper rate 20% 20% 15% 20% 20% 20% 20% 20% 20% 20% 20% 20% 20% 20% 

Changes made to 
backdating rules? No No No Yes Yes No Yes Yes Yes No No No No Yes 

Changes made to 
conditions around 

starting work? No No Yes Yes Yes No No Yes No No No No Yes Yes 

Hardship fund Yes Yes Yes Yes Yes No Yes Yes Yes Yes Yes No No Yes 
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Appendix B  

 

 
LCTS Consultation Results      Consultation Closed 25 October 2015. 

1. I have reviewed the background information about the Council Tax Support Scheme. 

  
Response 

Total 
Response 
Percent 

Yes 
 

53 78% 

No 
 

7 10% 

Total Respondents  68 

(skipped this question)  160 

 

2. The basis of the current Council Tax Support scheme is that it is ‘self-funding’ - it is intended that it 

costs the same as the amount of Government grant the Council receives. Do you agree that the 

Council should continue with a scheme, which is, as far as possible, self funding? 

 

  
Response 

Total 
Response 
Percent 

Yes 
 

20 57% 

No 
 

10 29% 

Don't know 
 

5 14% 

Total Respondents  35 100% 

(skipped this question)  193 

 

3. Comments 

 

As I along with many others do not understand the scheme it is 

difficult to comment 

 

I just can't keep up with my council tax on my low income  

Central government has been elected with a mandate to reform 

welfare. Local government should support this, rather than demanding 

that local council taxpayers subsidise it. 

 

it’s not always possible to completely self fund.  

Why should the less well-off have to pay more than those who are 

better-off? 

 

Total Respondents 5 

Skipped this question 223 

 

 

4. If the current Council Tax Support Scheme was to cost more than the level of grant the Council 

receives from Government, do you think the Council should adopt any of the following options to help 

fund the scheme. Please select one answer for each source of funding 
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  Yes No Don't know 
Response 

Total 

Increase the level of Council Tax 34.29% (12) 57.14% (20) 8.57% (3) 35 

Reduce the funding available for 
other Council Services 

37.14% (13) 51.43% (18) 11.43% (4) 35 

Total Respondents  35 

(skipped this question)  193 

 

 

5. Comments 

Council Tax is high enough without adding more to it. It is also unfair 

to ask if you should cut other services without giving examples. Don't 

house refugees and save the money there. The council tax scheme 

only helps people with no money already!  

 

You will only be making the poor poorer!!  

spreading the cost for all residents by raising council tax is the fairest 

way to support people, it would probably equate to a less than 2% rise 

which is pittance for everyone rather than even more to be paid by the 

poorest 

 

The scheme should be designed within the envelope of funding 

provided by central government, and should cover it's fill costs (i.e. 

including all recharges and officer time). 

 

the rich in large properties should pay more.  

Unfair on working people to put up council tax  

Total Respondents 6 

Skipped this question 222 

 

6. All working age residents eligible to receive Council Tax Support are currently required to pay a 

minimum of 24% of their council tax bill. Do you agree with the principle of every working age person 

having to make a minimum payment? 

  
Response 

Total 
Response 
Percent 

Yes 
 

17 49% 

No 
 

14 40% 

Don't know 
 

4 11% 

Total Respondents  35 100% 

(skipped this question)  193 

 

 

7. If you do agree, what level of minimum payment do you think should be applied? 
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Response 

Total 
Response 
Percent 

Less than 24% 
 

10 38% 

Less than 30% 
 

7 27% 

Over 30% 
 

5 19% 

Don't know 
 

4 15% 

Total Respondents  26 100% 

 

 

8. Comments 

 

50 % would be fair  

People will budget if they have to. Maybe it needs to be a tier 

payment. You cannot always punish workers that are struggling to 

pay Council Tax & whom are always on the borderline of getting any 

help. 

 

Everybody benefits from the services provided by the council so 

everybody should pay something. 

 

The amount should be determined based on the level of funding 

received from central government. 

 

I do not see why this only applies to people of working age  

Incentive to get a job  

Total Respondents 6 

Skipped this question 222 

 

 

 

9. If you do disagree, how should the shortfall in funding for the scheme be met? Please select one 

answer for each source of funding; 

  Yes No Don't know 
Response 

Total 

Increase the level of Council Tax 52% (13) 32% (8) 16% (4) 25 

Reduce the funding available for other 
Council Services 

43.48% (10) 43.48% (10) 13.04% (3) 23 

Total Respondents  26 

(skipped this question)  202 
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10. Comments 

 

The costs and benefits of paying council tax are to be shared by all. 

At present some only pay 24% of the real cost  

This could be raised to a maximum of 50% 

 

The books will just have to be balanced.  

Stop spending money on stupid stuff! Like what is that park and the 

stupid red plant lots in town? They are shocking and not needed 

waste of money!!! Many councils else where charge a lot less on 

council tax and get by, look at your own spending as you are clearly 

wasting money else where! You are already taking all our services!! 

So what are we paying for!! Get rid of kier! They are useless and 

costing us tons! 

 

the rich should keep the poor as they need us as much as we need 

them 

 

That way, everybody pays an increase  

Total Respondents 5 

Skipped this question 223 

 

11. Option 1 – Setting a Minimum Income Floor for Self Employed Persons.  

 

In order to align the Council’s Council Tax Support scheme with Universal Credit, , the Council proposes to 

use a minimum earned income figure for those who are self- employed in line with the UK minimum wage 

of £7.20* per hour for 35 hours per week. Any income above this amount would be taken into account 

based on the actual amounts earned. This minimum would not apply for a designated start-up period for 

new self-employed business start-ups. 

*£7.20 is the minimum wage level from April 2016.  

 

The benefits of doing this are:  

• Council Tax Support will be brought into line with Universal Credit; 

• It will incentivise working age applicants to grow and expand their business  

  

The drawbacks of doing this are: 

• Where a working age resident is in self-employment and continues to run a business where their 

income is below the minimum level, they will be assumed to earn at least minimum wage (based on a 35 

hour week) after a start-up period.  

 

Do you agree with the proposal to set a minimum income floor for self-employed persons? 

 

  
Response 

Total 
Response 
Percent 

Yes 
 

19 59% 

No 
 

9 28% 
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Don't know 
 

4 12% 

Total Respondents  32 100% 

(skipped this question)  196 

 

12. Comments 

 

I work full time on my own with 2 kids I can't keep up with my council 

tax ever can't afford it 

 

times are hard and lots of small businesses can’t afford minimum 

wage 

 

many many self employed people earn less than the minimum wage 

including farmers. IT WOULD BE TOTALLY UNFAIR AND 

REPREHENSIBLE to assess people as having an income which they 

do not in fact have. Far from being an incentive (why would someone 

pay them selves less than min wage if they didn't HAVE to?) it will 

bring despair to struggling businesses  

 

Use actual income not a made up figure  

Unfortunately it seems that many people that are self employed under 

report their income for tax avoidance reasons therefore it would seem 

to be sensible to assume that they all earn at least the minimum wage 

 

Self-employed generally earn far more than they ever declare and a 

lot say they are self-employed when they aren't really just to get Tax 

Credits 

 

Total Respondents 6 

Skipped this question 222 

 

 

13. Option 2 - Removing the Family Premium for all new working age claimants 

The removal of Family Premium from 1st April 2016 for new claims will bring the Council Tax Support 

Scheme in line with the changes in Housing Benefit announced by Central Government. The Family 

Premium is part of how we assess the ‘needs’ of any claimant and is included in their Applicable Amount, 

which is compared with their income. Family Premium is normally given when a claimant has at least one 

dependent child or young person. Removing the Family Premium will mean that when we assess a 

claimant’s ‘Applicable Amount’ it would not include the Family Premium (currently £17.45 per week). This 

change would not affect those claimants on Universal Credit, Income Support, Income Related 

Employment and Support Allowance or Income Based Jobseeker’s Allowance.   

The benefits to the Council of doing this are:  

 To bring the Council Tax Support Scheme in line with Housing Benefit changes proposed by 

Central Government;  

 It is a simple alteration to the scheme.  

The drawbacks of doing this are:  
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 New working age residents may see a reduction in the amount of support they receive. 

 

 

Do you agree with the proposal to remove the Family premium for new claims? 

  
Response 

Total 
Response 
Percent 

Yes 
 

20 62% 

No 
 

9 28% 

Don't know 
 

3 9% 

Total Respondents  32 100% 

(skipped this question)  196 

 

14. Comments 

 

Sounds like a good idea but would like more detail  

Its an additional premium not needed  

This is a terrible policy on a national level, child poverty is a problem 

in this country, this will exacerbate this 

 

many many self employed people earn less than the minimum wage 

including farmers. IT WOULD BE TOTALLY UNFAIR AND 

REPREHENSIBLE to assess people as having an income which they 

do not in fact have. Far from being an incentive (why would someone 

pay them selves less than min wage if they didn't HAVE to?) it will 

bring despair to struggling businesses 

 

Use actual income not a made up figure  

Unfortunately it seems that many people that are self employed under 

report their income for tax avoidance reasons therefore it would seem 

to be sensible to assume that they all earn at least the minimum wage 

 

Self-employed generally earn far more than they ever declare and a 
lot say they are self-employed when they aren't really just to get Tax 
Credits. 

 

Total Respondents 6 

Skipped this question 222 

 

 

15. Option 3 – Reduce backdating to 4 weeks 

 

Currently claims for Council Tax Support for working age claimants can be backdated for up to 3 months 

where a claimant can prove that there was ‘good cause’ that they could not claim at an earlier time. From 

April 2016 Central Government will be reducing the period for Housing Benefit claims to 4 weeks. It is 

proposed that the Council’s Council Tax Support Scheme be aligned with the changes for Housing Benefit. 
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The benefits to the Council of doing this are: To bring the Council Tax Support Scheme in line with Housing 

Benefit changes proposed by Central Government. It is a simple alteration to the scheme and simplifies the 

administration. The drawbacks of doing this are: New working age claimants may see a reduction in the 

amount of support they received if they are unable to claim on time.  

 

Do you agree with the proposal to reduce backdating to 4 weeks? 

  
Response 

Total 
Response 
Percent 

Yes 
 

18 56% 

No 
 

12 38% 

Don't know 
 

2 6% 

Total Respondents  32 100% 

(skipped this question)  196 

 

 

16. Comments  

 

Would like more detail although does sound a better idea  

HB applicants could apply for DHP to make up the difference  

It should be worked out from claim start date  

Claimants should not be allowed to backdate at all. Cases of 

exceptional reasons, which should be truly exceptional only, should 

be dealt with under discretionary decisions and not provided for as a 

matter of course 

 

Sometimes its hard to sort everything on time especially if internet 

connection is not available 

 

this will affect people who have ‘good cause’. What benefit will it be to 

put vulnerable people (these most likely to have a ‘good cause’) into 

significant debt which they will struggle to potentially for years  

 

No, unless the Council agrees not to backdate overpayments by the 

same amount 

 

More than enough time to claim  

Total Respondents 8 

Skipped this question 220 

 

17. Please use the space below to make any other comments or suggestions you have about our proposed 

changes or the scheme in general: 

Council tax should be set at the level to provide basic services, 

however other forms of funding should be sort to provide other 

services that make the town a great place to live 
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Stop targeting low earners to make more money for yourselfs!! With 

the bedroom tax on top most of us are already at breaking point! 

 

Council tax should be means tested in every household. Council tax 

bands need to be abolished as they are out of date 

 

Special consideration should be given to disabled people who 

CANNOT work because of their disability. It is hard enough coping 

with a disability without the stress of having to find money they don't 

have. Everyone seems to be pooled into one category and labelled as 

"doesn't work, doesn't want to work" Reduce the amount disabled 

people have to pay and an increase for the people who can work but 

do not. Disabled people struggle with discrimination every day without 

central and local government doing it too. 

 

A major issue here seems to be landlords charging excessive rents 

because they know the council (council tax payers) will pay. The 

Council and the government should actually do something about this 

rather than let them get away with it or make tenants pay. This is 

about exploiting poor people who have little choice and then blaming 

them and penalising them for someone else's greed. 

 

The percentage rate in Harlow is already one of the highest in the 

country so do not make it even higher. 

 

Total Respondents 6 

Skipped this question 222 

 

18. Please use the space below if you would like the Council to consider other options 

 

Partnering on non-essential services to keep bills low services,   

Yeah stop being greedy. Didn't I read in the paper you under spent by 
6million last year! And ur going in about making more cuts!! Shane on 
you!! 

 

Help with my rent and council tax  

People claiming and of working age for a set time should be reviewed 
from time to time. This would make sure they are actively seeking 
work and don't fall into a trap of continually claiming.  
Harlow should look at getting rid of the claim culture. 

 

The council should consider outsourced and shared service 
arrangements for revenues and benefits administration. This has 
generated savings for similar local authorities such as Stevenage and 
East Herts. 

 

go back to old rates system so the larger the house the more you pay 
and if you own other properties you should have to pay extra this 
would stop a lot of private renting 

 

I'm afraid I don't know enough about the constant changes and 
complications of the benefits system to give alternative options. I 
understand that other councils pay Council Tax benefit to the full 
amount of the housing cost - I am confused by how they can do this 
and Harlow Council can not. 
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Total Respondents 7 

Skipped this question 221 

 

 

 19.  Are you responding to this survey as a.. 

  
Response 

Total 
Response 
Percent 

Resident 
 

26 100% 

Organisation 
 

0 0% 

Total Respondents  26 100% 

(skipped this question)  202 

 21.  Does your name appear on the Council Tax Bill for your household? 

  
Response 

Total 
Response 
Percent 

Yes 
 

23 92% 

No 
 

1 4% 

Not sure 
 

1 4% 

Total Respondents  25 100% 

(skipped this question)  203 

 22.  Does your household receive Council Tax Support? 

  
Response 

Total 
Response 
Percent 

Yes 
 

6 24% 

No 
 

19 76% 

Not sure 
 

0 0% 

Total Respondents  25 100% 

(skipped this question)  203 

 23.  Does your household receive any other benefits? 

  
Response 

Total 
Response 
Percent 

Yes 
 

8 32% 

No 
 

17 68% 

Not sure 
 

0 0% 

Total Respondents  25 100% 

(skipped this question)  203 

 24.  If you selected 'Yes', please state which benefits you receive in the box below 

Bereavement allowance  
Housing benefit 

 

Income support  

Child benefit and child tax plus working tax but that's only a extra 20 
pound 

 

housing benefit  

IS, CA & PIP.  

one member gets pension credit  

Housing benefit, ESA.  
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Total Respondents 7 

Skipped this question 221 

 25.  Please select below which best describes your household: 

  
Response 

Total 
Response 
Percent 

A family with one or 
two dependent 
children 

 

2 8% 

A family with three or 
more children 

 

1 4% 

A lone parent 
household 

 

3 12% 

A carer 
 

0 0% 

A household with full 
and/or part time 
workers 

 

8 32% 

A household that 
includes someone 
who is disabled 

 

2 8% 

A single person 
household or a couple 
without children 

 

5 20% 

None of the above 
 

4 16% 

Don’t know 
 

0 0% 

Total Respondents  25 100% 

(skipped this question)  203 

 26.  Are you a war widow/widower? 

  
Response 

Total 
Response 
Percent 

Yes 
 

1 4% 

No 
 

23 96% 

Don't 
know 

 

0 0% 

Total Respondents  24 100% 

(skipped this question)  204 

 27.  Please tell us your age: 

  
Response 

Total 
Response 
Percent 

Under 16 
 

0 0% 

16 - 24 
 

0 0% 

25 - 44 
 

7 28% 

45 - 64 
 

12 48% 

65+ 
 

5 20% 

Prefer not to say 
 

1 4% 

Total Respondents  25 100% 

(skipped this question)  203 

 28.  Do you consider yourself to have a disability? 
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Response 

Total 
Response 
Percent 

No 
 

18 69% 

Physical 
Impairment 

 

1 4% 

Mental Health 
condition 

 

0 0% 

Learning disability 
 

0 0% 

Long term illness 
 

4 15% 

Sensory 
Impairment 

 

1 4% 

Other, please 
specify 

 

0 0% 

Total Respondents  26 
 

(skipped this question)  202 

 29.  Please tell us your Ethnicity: 

  
Response 

Total 
Response 
Percent 

White British 
 

21 84% 

White Irish 
 

0 0% 

White Other 
 

1 4% 

Gypsy / Roma 
 

0 0% 

Traveller of 
Irish Heritage 

 

0 0% 

Black or 
Black British 
African 

 

0 0% 

Black or 
Black British 
Caribbean 

 

0 0% 

Mixed 
White/Black 
African 

 

0 0% 

Mixed 
White/Black 
Caribbean 

 

0 0% 

Black Other  
 

0 0% 

Asian or 
Asian British 
Pakistani 

 

0 0% 

Asian or 
Asian British 
Indian 

 

0 0% 

Asian or 
Asian British 
Other 

 

0 0% 

Mixed 
White/Asian 

 

0 0% 

Asian Other  
 

0 0% 

Chinese 
 

0 0% 

Mixed Other  
 

0 0% 
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Not Known 
 

0 0% 

Prefer not to 
say  

 

3 12% 

Other, please 
specify 

 

0 0% 

Total Respondents  25 100% 

(skipped this question)  203 

 30.  Are you married/in a Civil Partnership? 

 31.  What is your religion/faith? 

  
Response 

Total 
Response 
Percent 

Christian 
 

13 52% 

Hindu 
 

0 0% 

Muslim 
 

0 0% 

Buddhist 
 

0 0% 

Sikh 
 

0 0% 

Jewish 
 

0 0% 

None 
 

11 44% 

Don't know 
 

0 0% 

Prefer not to say  
 

0 0% 

Other, please 

specify  
 

1 4% 

Total Respondents  25 100% 

(skipped this question)  203 

 32.  Please tell us your gender: 

  
Response 

Total 
Response 
Percent 

Male 
 

10 40% 

Female 
 

15 60% 

Transgender 
 

0 0% 

Total Respondents  25 100% 

(skipped this question)  203 

 33.  Do you consider yourself to be...: 

  
Response 

Total 
Response 
Percent 

Heterosexual or 
straight 

 

19 76% 

Gay or lesbian 
 

1 4% 

  
Response 

Total 
Response 
Percent 

Yes 
 

13 54% 

No 
 

11 46% 

Prefer not to say 
 

0 0% 

Total Respondents  24 100% 

(skipped this question)  204 
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Bisexual 
 

2 8% 

Prefer not to say 
 

3 12% 

Other, please 
specify 

 

0 0% 

Total Respondents  25 100% 

(skipped this question)  203 
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Appendix C 
 
Council Tax Support  2016/17  

Proposed Changes to Assessment of Self – Employed Income  

Current Assessment  

Mr Smith advises the Council’s Revenues & Benefits service on 1 May 2015 that he started self-

employed work on 21 April 2015 as a window cleaner, working 40 hours per week.  

Mr Smith stated that he doesn’t have many clients and is spending a lot of time advertising his 

services. This means that his company is currently running at a loss. Mr Smith’s Council Tax Support 

claim is assessed using a self-employed income of £0.00 from the Monday following the date the 

business started. 

Mr Smith’s Council Tax Support claim would continue to be based on an income of £0.00 until he 

informs the council that he is now making a profit. 

 

Proposed change from 1 April 2016 

Mr Smith informs the Council’s Revenues & Benefits service on 1 May 2015 that he started self-

employed work as a window cleaner on 21 April 2015, working 40 hours per week. 

Mr Smith states that he does not have many clients and is spending a lot of time advertising his 

services, and as a result his business is currently running at a loss. For the first year of trading Mr 

Smith’s Council Tax Support claim is based on his declared earnings and his Council Tax Support 

claim is assessed based on a net income of £0.00 per week from the Monday following the date the 

business started. 

After one year Mr Smith informs the Revenues & Benefits service that business has not improved, 

and his company is still making a loss, even though he is still working for 40 hours per week. 

Mr Smith’s Council Tax Support claim is assessed using an income based on 40 hours per week at 

the minimum wage (£7.20 per hour from 1 April 2016), which is an income of £288.00 per week from 

the Monday following 21/04/2016, a year after the business began. 

Mr Smith contacts the Council and declares that he has had to reduce his hours to 10 hours per week 

from 19 June 2016. This is below the minimum income floor of 16 hours per week. Mr Smith’s Council 

Tax Support claim is assessed using 16 hours per week at the minimum wage of £7.20, resulting in 

an assessed income of £115.20 per week from the Monday following the date of the change in 

circumstances. 
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Appendix D 
 

HARLOW DISTRICT COUNCIL 
 

EQUALITY IMPACT ASSESSMENT – LOCAL COUNCIL TAX SUPPORT SCHEME 
 

This provisional Equality Analysis has been made to provide decision makers with a provisional idea of the potential effect of these proposals ahead 
of the consolation process.  A further Equality Impact Assessment will be made once the consultation is closed and the results known. 
 

Name of service, function or policy 
being assessed 

Localised Council Tax Support Policy 2016-17 
 
This Equality Impact Assessment has been developed considering the following national Equality 
Impact Assessments: 
• Local Government Finance Bill: Localising support for council tax 
• Local Government Finance Bill: Technical reforms to council tax 
• Local Government Finance Bill: Summary impact assessment 

Service/Department Finance, Revenues and Benefits 

Names and roles of officers 
completing the assessment 
(indicate Lead officer) 

Donna Beechener, Revenues and Benefits Manager (Lead Officer) 
 

Contact telephone number of Lead 
officer 

01279 446245 

Date assessment completed 12 November 2015 
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1. Aims of the policy/service/function and how implemented 
 

 Key Questions Notes 

1.1 
Is this a new policy/service/function or a 
review of an existing one? 

This is a review of an existing policy and function 

1.2 
Briefly state the main purpose of the 
policy/service/function? 

To help people with low incomes to afford their Council Tax liability, in line with the Local 
Government Finance Act 2012.  
 

1.3 
Briefly state the main activities of the 
policy/service/function? 

Payment of Council Tax  
Discounting of Council Tax  
 

1.4 
Who are the main beneficiaries? 
Whose needs is it designed to meet? 

Those liable for Council Tax within Harlow.   
Adults on a low income with low savings  
Any authority that can levy a Council Tax  
 

1.5 
Which staff carry out the 
policy/service/function? 

Revenues And Benefits assessment staff 
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2. Information Gathering and Data Collection 
 

 Key Questions Notes 
If further data collection is needed – state 
by whom, when and how is it going to be 

done? 

2.1 

What quantitative (numerical) data do 
you already have (e.g. national and local 
demographic data, equality monitoring 
data, employee data, customer profile 
data etc) about those who use or will use 
the policy or service? 
What gaps are there in the data? 
What else do you need? 
 
NB. Attach copies of the relevant data 
that you are using for this assessment 

The scheme has been modelled based on 
existing costs, taking account of a potential 
council tax increase, demand for the scheme 
and the reduction Revenue Support Grant.  
The scheme was originally modelled to be 
cost neutral, but current estimates are that 
the scheme costs more that the current level 
of grant received. .   

It is not possible to identify the actual grant 
received to support the scheme as this has 
been subsumed into Revenue Support 
Grant. 

2.2 

What qualitative data do you already 
have (e.g. results of customer satisfaction 
surveys, results of previous consultations, 
staff surveys, analysis of customer 
complaints/comments, feedback from 
community groups or individuals etc) 
about those who use or will use the policy 
or service? 
What gaps are there in the data? 
What else do you need? 

The proposed scheme for 16 /17 for working 
age claimants varies little from the current 
scheme apart from proposals to; 

1) Change  the assessment of self- 
employed income 

2) Align with Housing Benefit changes 
in regards to the removal of the 
family premium for new claims 

3) Align with Housing Benefit changes 
to reduce the period that a claim can 
be backdated. 

The majority of respondents to the 
consultation agreed that with the concept 
that all people of working age should have to 
pay some council tax, currently set at a 
minimum of 76%,  and with the three 
proposals for change 
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3. Consultation 
 

Please state below what formal or informal consultation has taken place or that you are planning to hold with appropriate 
stakeholders in relation to this policy/function 

 Key Questions Notes 
If further consultations are needed/ 

planned – state with whom, by whom, 
when and how is this going to be done? 

3.1 
What consultations have been held and 
with whom did you consult? 
What were the main issues raised? 

A public consultation was conducted for a 
period of six weeks, commencing on 14 
September 2015 and closing on 25 October 
2015. The consultation was conducted by 
way of an online questionnaire.  
 
The consultation was publicly announced. 

The scheme will be reviewed annually, and if 
changes are proposed, then further public 
consultation will be conducted. 

3.2 
What consultations were held specifically 
with the equality target groups? 
What were the main issues raised? 

In introducing a local council tax support 
scheme in 2013, representatives of equality 
target groups were identified and contacted 
electronically alerting them to the 
consultation and asking them to participate.  
Locally and nationally concerns were raised 
about the new liabilities created for those 
unable to work due to disability.  We have 
addressed these by confirming that the 
current system of applicable amounts which 
protect these groups will remain in place.   

 
 
 
 
 
As 3.1 

 Key Questions Notes 
If further consultations are needed/ 

planned – state with whom, by whom, 
when and how is this going to be done? 
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3.3 

Is the Council working in Partnership with 
other organisations to implement this 
policy/function? 
Should this be taken into consideration? 
(E.g. Agreeing the equalities monitoring 
categories) 
Should the partnership arrangements 
have an EIA?   

All major precepting authorities in Essex, 
which are working together to devise the 
support scheme.   
HDC – Corporate Housing; Resource 
Management 
Department for Work and Pensions  
Department for Communities and Local 
Government   . 
 
Each LA participating in the Essex project 
will conduct their own EQIA.  
DWP & DCLG have undertaken EQIA’s 
which are publicly available. 
 

As 3.1 

 
Note 
 

 It is a legal requirement that consultation takes place with appropriate stakeholders as part of the EIA process. 

 You must ensure that you record all the main areas of concern raised by equality and customer groups during consultations and how you 
aim to address these concerns.  
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4. Assessment of Impact 
 

Based on the data you have analysed and provided, and the results of the consultation or research you have undertaken, list below how the 
policy or function will or does work for each of the following equalities groups. 
 
Identify any differential impact and consider whether the policy/function meets any particular needs identified for each of the six equalities 
groups. 
 
NB:If you do identify any adverse impact you must: 

a) Seek appropriate advice as to whether it is highlighting unlawful discrimination or is potentially discriminatory, and  
b) Identify steps to mitigate any adverse impact 

 
Include any examples of how the policy or function helps to promote race, disability, age and/or gender equality. 

  State evidence of impact or potential impact/How helps to promote 
equality 

4.1 Gender – identify the impact/potential impact of the 
policy/function on women, men and transgender 
people 

And/or 
 

Proposed measures to mitigate any adverse impacts 
 

None identified 

  State evidence of impact or potential impact/How helps to promote 
equality 

4.2 Disability – identify the impact/potential impact of the 
policy on disabled people (ensure consideration of a 
range of impairments including visual and hearing 
impairments, mobility impairments, learning disability 
etc) 

And/or 
 
Proposed measures to mitigate any adverse impacts 

All Disability Living Allowance Benefits will continue to be disregarded thereby 
protecting those with specific long term conditions who fall within this group. 
People with disabilities will continue to receive additional premiums as part of 
the calculation.  
 
The above helps to “advance equality of opportunity between people who 
share a protected characteristic and those who do not.” 
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4.3 Age – identify the impact/potential impact of the 
policy/function on different age groups  
 

And/or 
 
Proposed measures to mitigate any adverse impacts 

Older people (60+); This group is specifically protected under Government 
Regulations. 
 
Younger people (17-25); 17 year olds may be disadvantaged indirectly if their 
parents have to pay more as a result of this policy. People over 18 of working 
age will be required to pay more.    
 
The Council has agreed an exceptional hardship fund to assist those in 
extreme hardship. 
 
Children (0-16); Removing the Family Premium for new claims, may affect 
those under 16.  

4.4 Race – identify the impact/potential impact of the 
policy/function on different black and minority ethnic 
groups, including Gypsy and Traveller communities 
 

And/or 
 
Proposed measures to mitigate any adverse impacts 

None identified 

  State evidence of impact or potential impact/How helps to promote 
equality 

4.5 Sexual orientation – identify the impact/potential 
impact of the policy on lesbians, gay men, bisexual 
and heterosexual people 
 

And/or 
 
Proposed measures to mitigate any adverse impacts 

None identified 
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4.6 Religion/belief – identify the impact/potential impact 
of the policy on people of different religious/faith 
groups and also upon those with no faith 
 

And/or 
 
Proposed measures to mitigate any adverse impacts 

None identified 

4.7 Socio-economic disadvantage – identify any impact 
on those who have a low income, or whose family 
circumstances/history may affect their ability to access 
services eg. carers and the cared for; pensioners; 
single-parents; long-term unemployed; history of 
abuse/domestic violence; benefits claimants; 
housebound; chronically ill; 

The impact of the proposed scheme will be felt most by those of working age 
who are not disabled, some of the affects will be mitigated by more generous 
incentives to work. 
 
Removal of the family premium for new may impact on single parents / carers 
of children. 
 
The Council has agreed an exceptional hardship fund to assist those in 
extreme need. 
 

4.8 Any other groups, if appropriate 
e.g. children leaving care; pregnant or breast-feeding 
mothers; carers etc 

Parents will continue to receive a child allowance.  
Removal of the family premium as part of the calculation for new claims may 
disadvantage those with children which may be inconsistent with the Council’s 
duty to safeguard and promote the welfare of children.  
Working parents receive a higher disregard of their earnings reflecting their 
childcare costs.  
 
The Council has agreed an exceptional hardship fund to assist those in 
extreme hardship. 
 
The above helps to “advance equality of opportunity between people who 
share a protected characteristic and those who do not.”  
 

  Notes 
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4.9 Are there any additional measures that could be 
adopted to further equality of opportunity in the context 
of this policy/service/function and to meet the particular 
needs of equalities groups that you have identified? 

None identified. 

 
 
NB 
 
Please provide a summary overview by completing the Section overleaf, ticking the relevant boxes to confirm the outcome and findings of 
this assessment process 
 
It is also essential that you complete an action plan based on your assessment (see form EIA.2) and attach this to your Equality Impact 
Assessment form (EIA.1) form.  This is a vital component of the equalities impact assessment process. 
 
Include all of the measures that you will take to improve the policy/function for the different equalities characteristics, e.g. staff training, 
positive action, revisions to policy, monitoring of your action plan, etc. 
 
Once you have completed the forms EIA.1 and EIA.2 please sign and date and:  
a) Send a copy to your Head of Service for endorsement  
b) Keep a copy as a record of the processes you have been through in carrying out the EIA   
c) Send a PDF copy of the signed and endorsed EIA form plus enclosed action plans to the Corporate Equalities Group via the HDC 
Community Liaison Officer equalities@harlow.gov.uk 
. 
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5. Summary Overview of EIA 
As a summary overview of information and findings provided in the earlier sections of this Equality Impact Assessment, please tick the relevant 
boxes as appropriate to denote the OUTCOME of this process for each of the Equality Characteristics. 
 

 

Equalities category No adverse impact AND 
promotes equality and diversity 

Please tick  if appropriate 

No adverse impact BUT 
equality and diversity NOT 

promoted 
Please tick  if appropriate 

Evidence of adverse impact 
Please tick  if appropriate 

Gender and transgender x   

Race x   

Disability x   

Age   x 

Sexual orientation x   

Religion and belief x   

Socio-economic disadvantage   x 

 
 

NB: Tick relevant box as appropriate and based on information provided in section 
 
 
 
 

 
 
 
. 
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Signed        Countersigned 
Project Manager ………………………………………….. Head of Service ………………………………………………… 
 
 
Print Name ………………………………………….. Print Name  ………………………………………………… 
 
 
Date  ………………………………………….. Date   ………………………………………………… 
 
Under the Freedom of Information Act, this completed EIA form will be placed on the Harloweb and be available on request to the 
general public. 
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REPORT TO:                     CABINET OVERVIEW WORKING GROUP  
 
DATE:                                26 NOVEMBER 2015 
 
TITLE:                                MEDIUM TERM FINANCIAL STRATEGY 
 
LEAD OFFICER:  SIMON FREEMAN, HEAD OF FINANCE (01279) 

446245 
 

 
RECOMMENDED that: 
 
A The Working Group considers the report and the underpinning principles that 

support the MTFS. 
 

B That the Working Group refers any specific issues identified as a result of the 
review to Cabinet for consideration. 
 

 
 
BACKGROUND 
 
1 This report provides an annual review of the Council’s Medium Term 

Financial Strategy and examines the key financial assumptions which 
underpin it. Key assumptions include Government Funding, Pay, Inflation 
and Income.  In order to assist the Working Group in carrying out this 
review, Officers have compiled documentation which identifies the key 
economic drivers and other government established parameters which 
have been considered in establishing the proposals for the MTFS update 
for the period 2016/17 – 2020/21. 
 

2  
The Medium Term Financial Strategy (MTFS) provides the parameters for 
the Council’s revenue spending and capital investment plans over a rolling 
5-year period. The current MTFS covering the period 2015/16 – 2019/20, 
was approved by the Council in February 2015 and is attached at Appendix 
1 to this report. 

 
3 The current MTFS was prepared against the ongoing background of 

uncertainty in global and economic factors affecting the Council’s finances 
and whilst there are continuing signs of economic recovery the climate of 
austerity for local government looks likely to continue until 2020 following 
the Chancellors summer budget announcements in July. 
 

4 The Government published the final Local Government Finance Settlement 
for 2015/16 in February 2015. Unfortunately, unlike the announcement in 
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2014 it only included one year figures and gave no indication as to the 
possible 2016/17 settlement for Harlow and at the time of writing this report 
there are no further details available. Announcements relating to 2016/17 
and future years are not expected to be released until mid-December after 
the Autumn Statement has been made by the Chancellor on 25 November 
2015. Final figures are likely to be published in late January or early 
February 2016 as the Council is setting its 2016/17 budget. 

 
5 The MTFS continues to be developed and the figures contained in the 

report are subject to change. An update based on the assumptions 
contained in this paper and the details contained within the Autumn 
Statement and any subsequent information flowing from the Government 
will be presented to the Cabinet in January 2016 as part of the 2016/17 
budget setting process. 

 
6 The MTFS will continue to be developed to support, and be driven by, the 

priorities contained in the Corporate Plan approved by the Council whilst 
taking account of the impacts of Government decisions and other factors 
as they become known. 
 

 GENERAL FUND BUDGET PARAMETERS 
 

7 The MTFS approved in February included a 5-year financial forecast for 
the General Fund Budget. The proposed key factors affecting the MTFS 
have been revised and the proposals are contained at Appendix 2 for 
consideration by the Working Group. 
 

 KEY ISSUES 
 

 General Fund 
 

8 The system of Comprehensive Spending Reviews (CSR) currently 
operated by the Government determine Government department spending 
over set time periods. The Current Government announced its first CSR in 
2010 and it covered the financial years 2011/12 to 2014/15. In June 2013 
the chancellor announced his second CSR but this only covered the 
2015/16 financial year and therefore leaves significant uncertainty for local 
government for future years. The limitations of the announcement make 
medium term planning extremely difficult and currently without the detail to 
support the announcements the MTFS is currently modelled on the 
assumption of continuing austerity measures and an annual 10% cut in 
central government funding. 
 

9 The local government funding arrangements changed considerably in 
2013/14 and now the whole formula funding arrangements are far more 
significantly linked to local Business Rates with Revenue Support Grant 
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making up only a small and ever decreasing share of the grant received 
each year. With the level of reductions forecast it is anticipated that over 
the MTFS period 2016/17 - 2020/21 Harlow will receive minimal amounts 
or no RSG at all by 2020/21. The significant level of savings already 
achieved by the Council in response to funding pressures is illustrated 
below –  
 

 

 2005/06 
to 

2010/11 

2011/12 2012/13 2013/14 2014/15 2015/16 

 £’000 £’000 £’000 £’000 £’000 £’000 

Annual 
Savings 

 
2,107 1,906 1,503 1,534 1,264 

Cumulative 
Savings 

12,981 15,088 16,994 18,497 20,031 
 

21,295 
 

 

 The new funding arrangements introduced in 2013 mean that local 
authorities have a greater reliance on local business. Recent Government 
announcements over the summer have confirmed the MTFS projections 
that RSG will be phased out in preference for higher levels of local 
retention of business rates. Until further details are released in relation to 
this proposal it is difficult to assess what the local impact will be. As with a 
number of funding changes that have taken place over the past two years 
generally the changes bring a higher level of risk to the Council and this will 
need to be carefully considered during any consultation process and in 
forecasting the future funding streams contained within the MTFS and the 
level of working balances held by the General Fund and Housing Revenue 
Account. 
 

10 In addition to the Grant settlement issues already highlighted the Council is 
facing uncertainty over the Governments ongoing Welfare Reform 
programme. Recent announcements intended to reduce the welfare bill 
include rent reductions in the HRA and across other housing sectors which 
are detailed further later in this report. 
 

11 Following the introduction of the Local Council Tax Support Scheme in 
2013/14, the General fund budget and the forecast income to support 
services it provides is now very much more exposed to local changes in 
the economy. If unemployment rises then there is likely to be a higher 
demand placed upon the LCTS scheme which will impact on both the 
Council and the precepting bodies.  
 
 

12 Housing Revenue Account 
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 The Housing Revenue Account (HRA) is now in its third financial year of 

operation under the new Self Financing arrangements. The revised 
business plan was agreed in February 2015. The move to the new 
arrangements brought the freedom to consider local issues for local 
residents and to reflect these within the business plan itself. 
 

 However, in the summer Budget announcements made on 8 July 2015, the 
Chancellor of the Exchequer introduced a number new initiatives which the 
Council anticipates will have both short and long term impacts on its HRA 
Business Plan.  Whilst no detail has been forthcoming as yet, the potential 
implications of these changes are being evaluated and the HRA Business 
Plan updated to reflect the possible impacts. 
 

13 Legislation to reduce tenants’ rents by 1% per annum over the next four 
years (2016/17 to 2019/20) is currently going through Parliament.  This will 
have a major impact on the Council’s current HRA Business Plan, which 
had assumed annual rent increases equivalent to CPI+1% in line with 
government guidance.  By 2020, this measure will reduce average rents for 
households in the social housing sector by around 12% compared to 
current forecasts. There will also be the ongoing effect of lower rents 
throughout the remainder of the 30-year Business Plan.  It is the 
Government’s expectation that the required rent reductions will be met by 
efficiencies.  
 

 Other anticipated legislative changes are expected to include include the 
following: 
 

a) Families earning over £30,000 outside London will be required to 
pay the market rent, not social rent, with the income collected being 
paid by Councils direct to the Treasury. 

b) Income thresholds on Tax Credits to working families will be 
reduced.  

c) The cap on benefits to out of work families will be reduced from 
£26,000 to £20,000. 

d) Extending to tenants of Housing Associations the Right to Buy, 
through the sale of higher value council owned homes. 

 
14 Current Forecasted Implications 

 
 Setting rents at the new level between 2016/17 and 2019/20 will reduce 

significantly the resources available to deliver the HRA Business Plan’s 
short, medium and long term objectives, as outlined in the HRA Medium 
Term Financial Strategy (MTFS). 
 

 Councils have produced their HRA Business Plans on the assumption of a 
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sustainable income stream linked to the debt settlement.  As a 
consequence of the proposed legislation, lower rents will result in a 
forecast loss of income of £12.8m by 31 March 2020. With a hitherto 
projected working balance of £10.6m the loss of income will mean that the 
HRA would be overdrawn (with an illegal deficit) by £2.2m. Longer term 
there will be a shortfall of at least £284m by 31 March 2045.  Projections 
also indicate there are insufficient balances to fulfil the current asset 
management plans in the short-term due to the forecasted reduction in 
revenue and its contribution to the Housing Capital Programme. 
 

 Efficiencies of at least £5.1m are necessary by 31 March 2020 to achieve a 
minimum working balance as outlined in the table below. 
 

 

Projected HRA Balance, 31 March 2020 

 £m 

Forecast balance per approved HRA Business Plan, 2014-2044 11.2 

Adjustments to HRA Business Plan since February 2015 (-)1.0 

 10.2 

Rent Reductions 2016/17 to 2019/20 inclusive (-)12.8 

Other adjustments – including. local govt. salaries at 1% p.a. 0.4 

Forecast balance (-)2.2 

  

Required Minimum Working Balance at 31 March 2020 2.9 

  

Difference – budget gap (or capital shortfall) to address 5.1 
 

 Significantly, based on initial projections, the Council will not be able to 
repay the £209m borrowing it took out in 2012 to HM Treasury and fund a 
further programme of council house building following completion of the 
current Pathfinder Scheme. Cabinet received an update report in October 
which revised and changed the key principles on which the HRA Business 
Plan is based and for the Working Groups reference this is included as 
Appendix 3 to this report. 
 

15 Capital Programme. 
 
 

 The capital programme is influenced heavily by the change to HRA self 
financing. The programme is being driven by the need to invest in the 
housing stock (based on stock condition surveys) to ensure it meets 
decency standards. Significant work continued during 2014/15 to deliver 
the investment requirements for decency to be achieved. It will also ensure 
that the Council is able to manage significant increases in capital 
expenditure over the next four to five years. 
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16 The current approved programme is included at Appendix 1 as part of the 

MTFS. Given the uncertainty surrounding the changes to the HRA and the 
Governments announcements detailed earlier in the report, the Capital 
programme will require review and amendment if the £5.1m of savings is to 
be achieved. Officers are working on a revised investment programme 
which will slow and reduce the investment in the housing stock in order to 
reduce the requirement for revenue contributions to the capital programme 
from the HRA. This will be updated for known changes and any re-profiled 
expenditure as the current year progresses. 
 

 The Non Housing Capital Programme is also subject to review and is 
currently funded by either sales of assets or borrowing. The General Fund 
MTFS contains sufficient funding to enable a £2 million per year capital 
programme to be delivered and again officers are currently working to 
ensure that this level of funding is sufficient to meet the investment 
requirements of the service areas. 
 

 Treasury Management Strategy 
 

17 The Treasury Management Strategy will be approved at the same time as 
the MTFS, General Fund Budget, HRA estimates and rent levels and the 
Capital Programme. The Strategy supports the financial activities by setting 
out the investment and borrowing policy and it ensures that the Councils 
cash holdings are safeguarded as far as possible from loss in the current 
economic climate. 
 

18 The strategy also contains the Prudential indicators required under the 
Prudential Code which set limits and boundaries for the capital expenditure 
of the Council. The Capital programme and borrowing activity must be 
constrained within the limits set by the indicators. It is intended that these 
limits ensure the Council operates within financial boundaries which it can 
afford in the context of its wider financial strategies. 
 

19 The current strategy is attached to the report at Appendix 4. 
 

 Conclusions 
 

20 The range of financial strategies and the budgets they support are very 
much dependant on economic activity, Government funding policy funding 
and local conditions. 
 

21 The report has highlighted how they interrelate and the underpinning 
principles on which they are based. These assumptions and principles are 
reviewed regularly to ensure that the strategies remain relevant and 
affordable in the wider context of the economy. 
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IMPLICATIONS 
 
Place (includes Sustainability) 
None Specific 
Author: Graeme Bloomer, Head of Place 
 
Finance (includes ICT) 
The medium-term financial implications of Government funding, economic 
factors, budget and service plans are contained within the report and 
accompanying appendices, which provide an update to the MTFS approved by 
Council in February 2015 
Author: Simon Freeman, Head of Finance 
 
Housing 
None specific other than contained within the report 
Author: Andrew Murray, Head of Housing 
 
Community Wellbeing (includes Equalities and Social Inclusion) 
None Specific 
Author: Jane Greer, Head of Community Wellbeing 
None Specific 
 
Governance (includes HR) 
None Specific 
Author: Brian Keane, Head of Governance 
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  Appendix 1 

  

MEDIUM TERM FINANCIAL STRATEGY 
 
1. KEY MESSAGES 
 
1.1 This document sets out the Council’s approach to its medium term 

financial planning. It builds on and rolls forward the current Medium 
Term Financial Strategy (MTFS) agreed for the planning period 
2014/15 to 2018/19 in February 2014. 

 
1.2 The Council’s current MTFS is underpinned by the following priorities:- 
 

 More and better housing. 

 Regeneration and a thriving economy 

 Wellbeing and Social Inclusion 

 A clean and green environment 

 Successful children and young people 
 

 
1.3 In setting the following year’s General Fund budget there must not be 

any “unidentified savings”.  
 
1.4 The General Fund finances must continue to be managed so that for 

the planning period commencing 1 April 2015:- 

 General Fund revenue reserves are maintained at or above 
a revised recommended minimum level of £2.5m in real 
terms with an aim to operate above this level to provide 
flexibility in managing the Councils budget throughout the 
year and over the MTFS planning period. 

 General Fund uncommitted revenue reserves are not used to 
support the budget except for funding one-off and 
exceptional items of expenditure. 

 Any increase in Council Tax shall be no greater than the 
Retail Prices Index excluding Mortgage Interest Payments 
(RPIX) or the maximum permissible under the Localism Act 
2011 which is announced annually by Government. This will 
ensure that increases are maintained at a reasonable and 
affordable level whilst prevent the need for local referendum. 

 Revenue funds are reallocated from low to high priority areas 
as necessary. 

 
1.5 The Council’s Fees and Charges Policy forms part of its wider income 

strategy. An annual review of fees and charges will be carried out. 
 
1.6 As required, the Council must continually seek to secure savings or 

introduce new ways of working to ensure it can deliver sustainable 
budget proposals in line with the MTFS and provide finance for 
investment in priority areas wherever possible. 
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1.7 The Medium Term Financial Plan (MTFP), the General Fund element 
of the MTFS, produced at Appendix E is to be reviewed at least 
annually by the Cabinet. 

 
1.8 Housing rent levels will vary as set out in the HRA Business Plan. 
 
1.9 The uncommitted HRA reserve must be maintained at or above a 

minimum level of £2.5 million. 
 
1.10 In setting the following year’s HRA budget there must not be any 

“unidentified savings”. 
 
1.11 The Capital Programme must align with the Council’s priorities. 
 
1.12 The Council will use prudent borrowing to fund its Housing Capital 

Programme if necessary. 
 

1.13  The Council will use prudent borrowing to fund its Non Housing Capital 
Programme where such investment cannot be met from planned 
receipts from the sale of specific surplus non housing capital assets. 

 
1.14  Unless approved by the Cabinet, it will be assumed that 50% of the 

proceeds from Right to Buy sales will be used to fund the Non Housing 
Capital Programme. 

 
1.15 The Council will continually explore ways of securing additional sources 

of both revenue and capital income. 

 
1.16 There must be sufficient investment in the housing stock to secure the  

Decent Homes Standard. Latest forecasts indicate the achievement of 
the Decent Homes Standard will be in 2015. 

 
1.17 In view of the limited resources available for capital investment the  

Council will seek to dispose of surplus assets to help sustain ongoing 
capital investment and reduce revenue costs incurred by the Council 
wherever possible. 

 
1.18 The total cost of the Capital Programme will not exceed a realistic and 

affordable assessment of the capital finance available to fund it. 
 
1.21 The projects in the Capital Programme will cover a five-year planning 

horizon and will be reviewed at least annually to ensure that schemes 
within the programme continue to support the priorities of the Council. 

 
1.22 The Council’s investments must be kept under review in accordance 

with the CIPFA Prudential Code for Capital Finance in Local 
Authorities. The Council’s Treasury Management Strategy places 
emphasis on minimisation of risk above interest return on investments 
i.e. the “return of capital” before “return on capital”. 
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1.23 The Council will comply with the Treasury Management Code of 
Practice and Prudential Code. Borrowing undertaken to finance capital 
expenditure will be prudent and affordable in terms of the impact on the 
revenue budget. 

 
1.24 The Council will seek to develop existing partnerships and forge new 

ones to achieve further benefits for the local area, particularly in its 
priority areas. 

 
1.25  The Council will continue to evaluate and manage the financial risks it 

faces. 
 
  
 
2. INTRODUCTION 
 
2.1 This document sets out the Council’s approach to its strategic medium 

term financial planning and provides an operational framework for both 
Councillors and Officers to ensure economic, efficient and effective 
financial management by the Council on behalf of its residents, 
taxpayers and other stakeholders. It is a document that also identifies 
the processes that are used to link corporate priorities to resources and 
forecast the level of resources needed and available over a number of 
years. 

 
2.2 The document links to the Council’s other corporate and financial 

strategies, and in particular supports the following:- 
 

a) The Council’s Corporate Plan. 
b) The Council’s priority areas. 
c) The prudential regime for capital finance in local government. 
d) The Council’s Asset Management Plans. 
e) The Council’s Service Plans. 
 

 
2.3  The Council’s strategic financial objective is to ensure access to 

sufficient financial resources, applied efficiently, effectively and 
economically to enable it to meet its corporate priorities and service 
objectives. The means for achieving this aim are set out in section1 
above. 

 
2.4   Legislation requires Councils to distinguish between:- 
 

a) Revenue and capital expenditure; and 
b) Spending on council housing and spending on other services. 

 
2.5 Revenue expenditure relates to the day-to-day running costs of 

services (salaries, heating, lighting, depreciation, etc.) whilst capital 
expenditure relates to money spent to acquire or improve assets that 
provide benefit, or that have a useful life, over a longer term (buildings, 
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vehicles, computer equipment, etc.). There is a legal definition of 
“expenditure for capital purposes” set out in s16 of the Local 
Government Act 2003. 
  

2.6 All day-to-day expenditure and income related to the provision of 
housing is recorded in a separate account known as the Housing 
Revenue Account. Day-to day expenditure and income for all other 
services are recorded in the Council’s General Fund. 

 
2.7 In 2015-16: 

 
a. The proposed net budget for General Fund services is 

£10.92million. 
 

b. Total gross expenditure on the Housing Revenue Account 
will be £57.36million, which will be funded from rents, service 
charges and interest. 

 
c. The Council’s total planned capital expenditure will be 

£32.61million, split between £26.77million allocated for 
housing and £5.84million allocated for other services. 

 
2.8.1 There are major areas where Housing activity and finances interact 

with General Fund activity and finances:- 
 

a) The HRA is a user of support services from the rest of the 
Council for which appropriate charges are levied. 

b) The allocation of investment and borrowing interest from the 
General fund to the HRA based on the net indebtedness 
position of the HRA. 

c) Kier Harlow Ltd undertakes a wide range of work that 
impacts on these activities.  

 
2.9  Capital expenditure is financed from capital receipts, capital grants, 

revenue contributions and long-term borrowing under the Prudential 
Code, in accordance with the Council’s treasury management and 
annual investment strategies. These are reviewed annually. 

 
2.10 General Fund revenue expenditure is currently financed from:- 
 

a) Council Tax. 
b) Fees and charges. 
c) Settlement Funding Assessment (SFA) which combines 

Revenue Support Grant and retained Business Rate income. 
d) Other specific and non-specific grants. 

 
2.11  HRA revenue expenditure is mainly financed from:- 
 

a) Rents charged for Council dwellings and garages. 
b) Charges made to leaseholders. 
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c) Investment income. 
 
2.12   Revenue reserves are reviewed annually. The Council’s policy is not to 

fund revenue expenditure from balances unless there are exceptional 
circumstances. Reserves may be used to fund “one-off” items of 
expenditure provided this does not impact on any of the other 
objectives of the MTFS.  

 
2.13 Like all other Councils, in planning its finances, the Council recognises 

that there will be changes which will affect it financially, but over which 
it has little, or no, control. Some of those facing the Council in the 
medium term are:- 

a) Changes in interest rates. 

b) Changes in Government grant. 

c) Pay and price variations. 

d) New, or changes to existing, legislation and changes to the 
operation of Government policy. 

e) Movements in the costs of employee pensions. 

f) Variations in asset disposal values and volumes. 

g) The National and world wide Economic recession. 

h) Changes in European legislation (e.g. employment, housing, 
procurement, etc). 

i) Price volatility e.g. energy prices. 
 
  
2.14 The Council receives Government financial support towards its General 

Fund budget and Council tax through the Settlement Funding 
Assessment mechanism. 

 
2.15 The MTFS from 2015/16 and beyond incorporates a reduction in 

Formula Funding of 16.56% in 2015/16 in line with the announcements 
contained within the draft Local Government Finance Settlement made 
on 18 December 2013 and an assumed 10.00% in each of the 
following years of the MTFS period. These assumptions do not include 
growth in the local share of business rates at this time. The financial 
forecasts will be reviewed during 2015/16 in light of the final Local 
Government Finance Settlement and the announcements relating to 
the national control totals which may influence the overall resources 
available through SFA for future years of the MTFS. 

 
2.16 Through the changes introduced as a result of the move to SFA and 

Business Rate Retention the Council carries the risk of the volatility in 
local business rates and will be reliant on the growth in the local 
economy for future increases in funding. This will be especially 
important given the Government’s retention of the RSG mechanism 
through which it has the ability to restrict future grant if it so chooses as 
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a method of reducing the national budget deficit. The table below 
reflects the impact on the Councils funding for variations in the start-up 
funding assessment across a range of possible increases/decreases -  

 
 

 The MTFS assumptions are based upon the Baseline funding scenario 
and therefore variations of +/- 1% against this baseline could increase 
or decrease available funding as set out in the table above in 2015/16. 

 
2.17 During the second year of the new Business Rates Retention scheme, 

Harlow has experience significant variations in business rates income 
and as a result projected to fall within the safety net threshold during 
2014/15 receiving on account safety net payments from the 
Government of £519,802 during the year to cover the in-year losses. 
The impact is seen as a temporary one and has occurred in the main 
as a result of short term business rates reliefs. 

 
 
3. CAPITAL EXPENDITURE AND TREASURY MANAGEMENT 
 
3.1 Capital spending is essential to the successful delivery of the Council’s 

priorities. The Council is, however, currently restrained by the limited 
availability of capital and revenue resources to finance capital 
spending. Under Government capital receipt pooling regulations 75% 
of sale of Council house capital receipts under Right to Buy, and 50% 
of other housing asset disposal capital receipts, have to be paid over to 
the Government “pool”. 

 
 
3.2   Aims, Key priorities and Targets of Capital Expenditure. 
 
3.3 The projects in the Capital Programme (as summarised at Appendix C) 

help to meet the Council’s priorities as set out in the Corporate Plan 
within available and affordable resources.  

 
3.4 These priority areas are identified through consultation with the 

community, service users and customers. In particular, the HRA 
projects reflect the Council’s decision to retain its housing stock and 

 2015/16 2015/16 2015/16 

 Baseline Actual 
Funding 

Funding 
Difference 

 £’m £’m % 

Baseline + 5% 4.979 5.442 8.5 

Baseline + 2% 4.979 5.164 3.6 

Baseline +1% 4.979 5.071 1.8 

Baseline 4.979 4.979 0.0 

Baseline - 1% 4.979 4.886 -1.9 

Baseline – 2% 4.979 4.793 -3.7 

Baseline – 5% 4.979 4.766 -4.2 
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achieve the Decent Homes Standard by 2015 under the new Self 
Financing proposals. 

 
3.5 The total planned cost of the Capital Programme must never exceed a 

realistic and affordable assessment of the capital finance available to 
fund it. The summary at Appendix C shows that the Non-Housing 
programmes will exceed current forecasts of Council finance available 
over the planning period. Where necessary, borrowing to fund the 
programme will be undertaken within the parameters agreed in the 
Council’s Prudential Borrowing Strategy and as a result of declining 
receipts from the disposal of surplus assets the MTFP reflects the need 
to finance borrowing costs. 

 
The Prudential Code 

 
3.6 The Local Government Act 2003 brought about a new statutory 

borrowing regime for councils known as The Prudential Code. This 
arrangement gives the Council much greater flexibility and freedom to 
borrow without Government consent than hitherto was the case, as 
long as it can afford to repay the amount borrowed. 

 
3.7 The aim of the Code is to support Councils when making capital 

investment decisions, to ensure that capital investment plans are 
affordable, prudent and sustainable and that treasury management 
decisions are taken in accordance with good professional practice and 
in line with the Council’s Corporate Plan. 

 
3.8 The Code prescribes a set of prudential indicators that must be used, 

and the factors that must be taken into account in order to show that 
the Council has fulfilled its objectives. They are not used to compare 
performance between Councils but to measure an individual Council’s 
performance over a period of time.  

 
3.9 The Code also lays down clear procedures for setting and revising the 

prudential indicators with the Council’s Head of Finance responsible for 
ensuring that the Council has taken into account all matters specified in 
the Code, and for monitoring compliance with the established limits 
approved by the full Council before the start of each financial year. 
Prudential indicators relating to borrowing and investments are now 
contained within the revised Treasury Management Code of Practice, 
rather than the Prudential Code of Practice. 

 
Treasury Management 

 
3.10 The Council has customarily considered and approved an annual 

Treasury Management Strategy Statement as required by the CIPFA 
Code of Practice on Treasury Management (revised December 2009). 
The Prudential Code referred to above introduced new requirements 
for the management and reporting of borrowing and investments. 
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3.11 The Council made provision to enter into borrowing to fund the Housing 
Capital Programme from 2008/09 onwards, and for the Non- Housing 
Capital Programme in 2008/09 and 2009/10, on a short term basis 
only, pending securing capital receipts from planned asset sales. The 
borrowing to fund the Non-Housing Capital Programme will be repaid in 
full once the capital receipts are realised. However, as a result of the 
reduced asset base available for disposal and the current market 
conditions it is anticipated that this position will not be sustainable. The 
MTFP therefore contains provision to finance borrowing of up to £2m 
per annum for non-housing capital investment in each year of the 
planning period. Limited short-term borrowing for cash flow purposes 
has also been authorised under the Code. Self financing for the HRA 
will enable the investment levels in the housing stock to be significantly 
increased and this is covered in more detail elsewhere on the Cabinet 
agenda. 

 
3.12 An Annual Investment Strategy is drawn up as required under the 

Code. At present the Council has a considerable sum invested (£34.6m 
as at 30 December 2013 including £8.8m from the Growth Area 
Funding project). An indicative analysis of the investment balance is as 
follows:- 

 
 

Source of Investments  

 £m 

General Reserve  2.8 
Earmarked Reserves 9.0 
HRA Working Balance 3.5 
Growth Area Funding Grant 8.8 
Working Capital 10.5 

Total 34.6 

 
 

3.13 These investments continue to be managed by the Council’s own staff. 
The investments are managed so as to secure the best possible return 
with the minimum of associated risk. 

 
4. REVENUE EXPENDITURE 
 
 General Fund 

4.1 General Fund revenue expenditure is incurred on the day-to-day 
services the Council provides other than those provided through the 
HRA. Spend by the Council here falls into two main categories:- 

 
a) Statutory services which the Council is legally obliged to provide or 

commission, such as refuse collection.  
b) Discretionary services i.e. those, which the Council is empowered 

but not legally obliged to provide or commission. 
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 Housing Revenue Account. 

4.2 Revenue expenditure within the HRA is incurred on:- 
 

a) The day-to-day services provided in maintaining and managing the 
Council’s housing stock. 

b) Contributions towards capital expenditure that is not funded from 
usable capital receipts, or other capital funding sources. 

 
4.3 The Housing Revenue Account Business Plan sets out the Council’s 

priorities for its housing stock and reflects the changes which took 
place with effect from 1 April 2012 as the existing housing subsidy 
system was replaced by self financing. The priorities for the Council’s 
housing in the town are driven by national, regional, sub regional and 
local housing priorities. They are also informed by the views and 
perspectives of stakeholders, especially tenants and leaseholders. In 
addition, local housing priorities are driven by the Local Plan, 
Community Plan and the Corporate Plan. 

 
4.4 Details of the medium term financial planning and financial projections 

and outcomes are included in the HRA Business Plan. The HRA 
Business Plan also contains an action plan that sets out 
responsibilities and timescales for the delivery of the key housing 
priorities. 

 
4.5 The MTFP continues to assume that the changes introduced for 

Housing Finance will be cost neutral for the general fund. 
 

4.6 Financial projections for the HRA covering the period 2015/16 to 
2019/20 are set out in the HRA Medium Term Financial Plan, 
attached at Appendix D.  

 
5. RESERVES 
 
5.1 The Council’s statutory financial officer, the Head of Finance, is 

required to consider the adequacy of reserves when the budget and 
council tax are set. This assessment distinguishes between committed 
or earmarked reserves and general or uncommitted reserves.  

 
5.2 Levels of the Councils earmarked reserves are reviewed on an on-

going basis as part of the annual budget process and through the 
preparation of the Council’s Statement of Accounts 

 
5.3 The minimum level of general or uncommitted reserves for the General 

Fund and HRA, as currently assessed by the Head of Finance, are to 
be £2.5million The projected level of actual uncommitted reserves 
balances held over the 5-year period of the MTFS are set out in the 
General Fund Medium Term Financial Plan at Appendix E, and the 
HRA financial plan at Appendix D, respectively. 
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6. GENERAL FUND MEDIUM TERM FINANCIAL PLAN 2015-2020 
 
6.1 A General Fund Medium Term Financial Plan (MTFP) is developed 

from this strategy on an annual basis. Rolling 5 year financial forecasts 
are prepared, based on the most up to date information available at the 
time. Like all other Councils, Harlow’s financial position is dynamic and 
budgets need to be continually monitored to avoid significant under or 
overspendings. 

 
6.2 The Council operates a budget monitoring system, which involves 

monthly reports to the Corporate Management Team and Portfolio 
Holder for Resources and Enterprise, and quarterly reporting to the 
Cabinet. The Council has tightened its fiscal policy in the light of the 
considerable challenges it faces over the medium-term. Accordingly, a 
key strategic financial objective within the MTFS is that annual Council 
Tax increases shall be no greater than RPIX or the Government 
prescribed limit. The revised MTFP at Appendix E shows the net 
reduction in General Fund expenditure over each of the next five years 
required to maintain a balanced budget. For illustrative purposes 
Appendix E is based on an assumed 1.5% per cent increase in Council 
Tax for 2015/16 and 1.5% in each subsequent year of the MTFS 
period. 

 
6.3 A summary of the revised MTFP for 2015/16 to 2019/20 is attached at 

Appendix E. The net reductions in General Fund expenditure required 
over the planning period, inclusive of  a 1.5% increase in Council Tax, 
are:- 

 

 £0.925 million for 2016/17 

 £1.066 million for 2017/18 

 £0.853 million for 2018/19 

 £0.632 million for 2019/20 
 
6.4 The plan identifies the level of investment to be made to support the 

Council’s priority areas and also the level (and the detail) of any 
savings required to meet the Council’s agreed financial position. 
 

6.5 Work will be required during the early part of 2015 to begin to formulate 
plans to enable the budget gaps to be addressed over the next 4 years. 
This will include issues such as securing additional revenue streams to 
support the general fund as well as the review of the gap as additional 
information is received regarding funding changes expected from the 
Government. 
 

6.6 The Discretionary Services Fund has finite resources available to it and 
again, early consideration of the options to seek alternative delivery 
models for those services currently supported by it will be required to 
enable sufficient time to be available to plan for the future of those 
services and their potential future transfer to alternative providers. 
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6.7 The Plan is a key component of individual service plans and a major 

objective for the Council’s Corporate Management Team. In drawing up 
their service plans each Head of Service must set out the extent to 
which their proposals assist the Council in achieving its financial targets 
and priorities over the next three years. The service plans include 
proposals for capital and revenue growth bids, savings, reallocation of 
resources and additional income. 

 
 
7. THE ANNUAL REVENUE BUDGETS 
 
7.1 The Council’s HRA and General Fund budgets represent the Council’s 

expectation of the cost of providing its ongoing services in a year. As 
such they are integral parts of the MTFS, reflecting the financial 
implications of the Council’s aims and objectives for the year. 

 
7.2 Each year the Council is required by law to approve balanced budgets,  

which means that planned levels of expenditure on services after 
taking into account government grant income and contributions from 
reserves, must be covered by the budgeted amount of Council Tax 
income (for the General Fund) and rent income (for the HRA). In doing 
so the Council has to decide upon:- 

 

 Competing claims for additional expenditure. 

 The level of investment required in priority areas. 

 The level of, and the areas in which, savings can be made. 

 The level of rents and council tax to be levied. 
 
7.3 The Council has worked extremely hard to ensure that it sets realistic 

and achievable budgets. Over the period 2005/06 – 2014/15 it has 
achieved General Fund savings of over £20.0m to ensure that this 
objective is achieved and has sensibly and prudently reviewed and 
replenished reserves as appropriate whenever possible. In addition the 
2015/16 budget proposals contain total savings proposals and other 
base budget adjustments of a further £1.5m. Given the significant level 
of savings already made by the Council and the on-going austerity 
measures being implemented by Government, it is extremely likely that 
it will be increasingly difficult for the Council to sustain further budget 
reductions whilst protecting service provision. 

 
 
8. FEES AND CHARGES 
 
8.1 The Council obtains income from fees and charges levied for providing 

certain services. The Government determines some of these charges 
but there are a number of areas where the Council has discretion as to 
whether to levy a charge, and, if it decides to do so, the level of that 
charge. 
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8.2 In carrying out the annual review of fees and charges existing charges  
are:- 

 
a) Compared against the legally permissible maximum as well as 

local and national market rates. 
b) Compared against the cost of providing the service. 
c) Compared against the objective for this charge (i.e. charge to 

make a profit/break even/subsidise). 
 
8.3 The annual review of fees and charges will also consider wider issues 

of equity and access to services, as well as seeking to identify areas 
where charges could be made where currently it is not the Council’s 
policy to do so. It will also consider the timing of the introduction of any 
changes. 

 
8.4 For 2015/16 fees and charges proposals have once again been made 

taking into account the ongoing economic conditions and their impact 
upon income streams and existing income targets. 

 
 
9. KEY PARTNERSHIPS 
 
9.1   The Council is committed to working in partnership with local  

community groups, the voluntary sector, the private sector and other 
service providers so that as far as possible the co-ordination of 
services with community needs is realised and also with a view to 
maximising economy and efficiency and securing additional funds for 
the benefit of the local community. 

 
9.2 As part of this strategy the Council seeks to develop existing 

partnerships and forge new ones to achieve further benefits for the 
local area, particularly in its priority areas. 

 
9.3 The Joint Venture Partnership, with Kier Services Ltd, commenced on 

1 February 2007. Costs and savings arising from the contract review 
approved by Cabinet in March 2012 are included in the MTFP. Work 
will commence in 2015 to prepare for the retendering of the work 
currently undertaken by the JVCo to ensure contractual arrangements 
are in place for February 2017 when the current contract ends. 
Provision has been made for the costs of the retendering exercise. 

 
9.4  With regard to working with the voluntary sector, the Council is anxious  

to achieve value for money from the grants that it provides to these 
organisations. Partners applying for financial support are required to 
demonstrate efficiency savings comparable to the targets that the 
Council has to meet, and work towards achieving the Council’s 
priorities. 
 

9.5 The Council continues to seek to transfer the running of discretionary 
services to the community. It has made significant progress on this 
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matter and is being seen as leading on this initiative within the public 
sector. The MTFP includes budget savings as a result of the current 
proposals. The Council has safeguarded the services through the 
creation of the Discretionary Services Fund which will be used when 
necessary to ensure third parties taking on responsibilities for these 
services are supported whilst they establish themselves and the 
relevant management and funding arrangements to ensure long term 
success of the transferred services. The 2015/16 budget proposals 
include further service transfers to be supported by the reserve and as 
set out in the General Fund Budget Report these services will be 
supported until 2018/19 given the windfall income that has been 
earmarked to make further contributions to the reserve. The fund also 
reflects the decisions taken by Cabinet at its meeting on 11 December 
2014 in relation to continued funding of external organisations for a 
further 3 years. 

 
 
10. RISKS 
 
10.1 The Accounts and Audit Regulations 2003 state that the Council should 

ensure that its accounting control systems include measures to ensure 
that risk is appropriately managed.  

 
10.2 The Audit Commission’s Code of Audit Practice makes it clear that it is 

the responsibility of the audited body to identify and address its 
operational and financial risks, and to develop and implement proper 
arrangements to manage them, including adequate and effective 
systems of internal control. The financial risks to the Council should be 
assessed in the context of the Council’s overall approach to risk 
management.  

 
10.3 In order to manage and mitigate risk in the Council it includes a 

statement on the system of internal control with its Annual Statement of 
Accounts. This review and reporting mechanism incorporates a broader 
statement of corporate governance than had previously been required 
as set out in the CIPFA/SOLACE Corporate Governance Framework. 
Under this framework the Council must review both its internal controls 
as well as its wider governance arrangements, and publish an Annual 
Governance Statement as part of the Accounts. 
 

10.4 The Council is very aware of the need for effective risk management 
and considers that the assessment and minimisation of all types of risk 
to be vital. It has an adopted Risk Management Strategy in place, the 
aim of which is ‘for the systematic identification and control of risks, 
hazards and losses, to reduce the impact of risk upon Council decision 
making. The MTFP supports this aim through the provision of financial 
resources to enable this work to be progressed particularly in relation to 
insurable risks. 
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10.5 The Head of Finance has identified the risks set out in Appendix D of 
the 2015/16 General Fund Revenue Budget report, which appears 
elsewhere on the Cabinets agenda, as the most significant for the 
MTFS. The mitigation of these risks is an integral part of the Council’s 
performance management framework. 

 
. 

 

ABBREVIATIONS: 
  

CIPFA Chartered Institute of Public Finance and Accountancy 
  

HRA Housing Revenue Account 
  

MTFP Medium Term Financial Plan  (the General Fund budget projections 
over the 5-year period of the MTFS) 

  
MMI Municipal Mutual Insurance Ltd. 
  
MRP Minimum Revenue Provision 
  

MTFP Medium term Financial Plan 
  

MTFS Medium Term Financial Strategy (the full financial plan across five 
years that considers the General Fund and HRA revenue and capital 
budgets) 

  

RPIX Retail Prices Index excluding Mortgage Interest Payments 
  

SOLACE Society of Local Authority Chief Executives 
  

SORP Statement of Recommended Practice 
  

VFM Value For Money 
  

 
 

88



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

£'000 £'000 £'000 £'000 £'000

CAPITAL FUNDING
HOUSING CAPITAL PROGRAMME

Resources

Capital receipts: RTB 1,889 1,369 592 605 618

Major Repairs Reserve 11,270 11,431 11,572 11,755 12,012

Leaseholder contributions 486 487 499 1,772 1,816

Grants 1,017 0 0 0 0

Revenue Contributions 12,110 6,176 4,843 4,413 4,560

Total 26,772 19,463 17,506 18,545 19,006

Expenditure / Bids

Housing 26,772 19,463 17,506 18,545 19,006

Total 26,772 19,463 17,506 18,545 19,006

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

£'000 £'000 £'000 £'000 £'000

NON HOUSING CAPITAL PROGRAMME

Resources

Capital receipts: RTB 204 210 217 224 224

Prudential Borrowing 1,772 564 292 884 877

Asset Disposal Programme 1,124 400 600 0 0

Revenue Contributions 719 202 216 824 844

Other Resources 2,021 487 487 477 335

Total 5,840 1,863 1,812 2,409 2,280

Expenditure / Bids

Non Housing 5,840 1,863 1,812 2,409 2,280

Total 5,840 1,863 1,812 2,409 2,280

APPENDIX 1A
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APPENDIX 1B

HOUSING REVENUE ACCOUNT MEDIUM TERM FINANCIAL STRATEGY 2015/16 - 2019/20

Operating Account

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

Estimates Estimates Estimates Estimates Estimates

£'000 £'000 £'000 £'000 £'000

Expenditure

General Management 11,848 12,030 12,974 11,671 11,904

Special Management 5,610 5,772 5,904 6,041 6,181

Repairs 9,342 9,611 9,849 10,093 10,344

Rents, Rates, Taxes & Other Charges 30 30 31 31 32

Supporting People Transitional Relief 7 6 4 2 0

Provision for Bad & Doubtful Debts 360 316 324 332 341

Major Repairs Reserve Contribution 11,270 11,431 11,572 11,755 12,012

Revenue Contribution to Capital Programme 12,110 6,176 4,843 4,413 4,560

Debt Management Expenses 14 14 14 14 14

Capital Charges: Principal 0 0 0 0 0

Capital Charges: Interest 6,768 6,607 6,553 6,446 6,338

57,360 51,993 52,069 50,798 51,725

Income

Dwelling Rents 46,143 46,616 47,398 48,522 50,782

Garage Rents 957 976 996 1,015 1,056

Other Rents 22 22 22 22 22

Service Charges: Tenants 1,000 1,012 1,026 1,045 1,088

Service Charges: Leaseholders 1,594 1,642 1,690 1,734 1,755

Other Charges for Services 790 806 838 872 907

Transfers from General Fund 500 513 526 539 552

Interest on Revenue Balances 44 40 49 99 219

51,050 51,626 52,543 53,847 56,381

Balance at 1 April 9,698 3,388 3,021 3,496 6,545

Surplus / (Deficit) for year -6,310 -367 474 3,050 4,656

Balance in hand at 31 March 3,388 3,021 3,496 6,545 11,201

Major Repairs Reserve

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

Estimates Estimates Estimates Estimates Estimates

£'000 £'000 £'000 £'000 £'000

Expenditure

Capital Programme Financing 11,270 11,431 11,572 11,755 12,012

Repayment of Debt 0 0 0 0 0

11,270 11,431 11,572 11,755 12,012

Income

Transfer from HRA 11,270 11,431 11,572 11,755 12,012

11,270 11,431 11,572 11,755 12,012

Balance at 1 April 0 0 0 0 0

Surplus for year 0 0 0 0 0

Balance in hand at 31 March 0 0 0 0 0
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APPENDIX 1C

GENERAL FUND MEDIUM TERM FINANCIAL PLAN 2015-16 TO 2019-20 

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

£'000 £'000 £'000 £'000 £'000

A     RESERVES

brought forward 2,615 2,615 2,615 2,615 2,615

2013-14 adjustments

Used for budget - one-off items

In year contributions

Budget carry-overs 2013/14

carried forward 2,615 2,615 2,615 2,615 2,615

Approved Budget

Budget from previous year 11,564 10,885 10,722 10,390 10,106

B     BUDGET CHANGE PROJECTIONS

B1     STANDSTILL PRESSURES

Pay awards 74 135 135 135 135 

Price increases 157 150 150 150 150 

Total Inflation 231 285 285 285 285 

Pension fund re-valuation 164 0 100 100 0 

Pension payment arrangements -annual 0 

Increased employer contribution 0 

Redundancies committed financial strain costs dropping out

Redundancy costs provision 50 50 50 50 0 

Interest costs (25) 50 50 50 0 

Planning Local Development Framework

Energy Price increases 100 

Redstone House 0 

Civic Cleaning 41 

Contact Harlow Growth 21 

Reduced Redundancy Reserve

Commercial rent reviews

Commercial income - Northgate House

HB/council tax admin subsidy (70) 212 166 0 0 

MRP Provision (115)

CT Technical adjustment (120)

Capital funding 100 100 100 100 100 

Bad Debt Provision 195 

Sub-total 572 697 751 585 385 

B2      PRIORITY LED INITIATIVES

Cemetery & Crematorium contract (17) (17) (17) (17)

HRA/General fund reallocated costs

Maintain & top up Insurance Fund

Sub-total (17) (17) (17) (17) 0 

B3      JVCO COSTS AND SAVINGS

Dividend & profit share

Capital charges adjustments

Sculpting adjustment

Contract Extension 30 82 

Sub-total 30 82 0 0 0 

B4      FEES AND CHARGES

Fees & charges

Sub-total 0 0 0 0 0 

B5      ADDITIONAL PRESSURES AND SAVINGS
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APPENDIX 1C

Efficiencies and Service adjustments (537)

Additional income/recharges (727)

Sub-total (1,264) 0 0 0 0 

10,885 11,647 11,456 10,958 10,491 

B6     ONE OFF ITEMS

BUDGET FOR YEAR 10,885 11,647 11,456 10,958 10,491 

Contribution to / (-)from Reserves:

One-off use of reserves items

Contribution to Gen Fund Reserve

Other  reserve movements

Transfers to earmarked reserves 104 104 104 104 104 

BUDGET REQUIREMENT FOR YEAR BEFORE  SAVINGS 10,989 11,751 11,560 11,062 10,595 

C    SAVINGS NEEDED

Savings needed to achieve 1.5% increase in Council Tax (0) (925) (1,066) (853) (632)
(Harlow element)

BUDGET REQUIREMENT AFTER SAVINGS 10,989 10,826 10,494 10,210 9,962

1% Council Tax increase = -73 -73 -73 -73 -73 

D     EXTERNAL FINANCE AND COUNCIL TAX

INCOME from RSG and BRR 4,635 4,323 3,874 3,470 3,101 

CT Grant for Freezing CT Levels 179 

CT Freeze Grant 12/13

New Homes Bonus 0 0 0 0 

LCTSS Grant 0 0 0 0 

Collection fund (deficit) surplus (213) 0 0 0 

Council Tax total 6,388 6,503 6,620 6,740 6,861 

TOTAL EXTERNAL FINANCE AND COUNCIL TAX 10,989 10,826 10,494 10,210 9,962 

Council Tax Band D 263 267 271 275 279

Increase in Council Tax 1.5% 1.5% 1.5% 1.5% 1.5%
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  Appendix 2 

General Fund Budget Parameters 2016/17 – 2020/21 

 

February 2015 Assumption  Proposed Change  

Costs  
 
Pay inflation  
 
 
 
National Insurance 
 
 
 
General inflation  
 
 
 
Staff vacancy 
savings target  
 
 
Pension Fund 
triennial 
revaluation March 
2013  
 
 
Redundancy costs 

 
 
1.0% per annum onwards 
in line with government 
Announcements. 
 
No changes 
 
 
 
Only applied where 
contractually/statutorily 
required 
 
2% p.a.  
 
 
 
Reflects actuarial 
recommendations 
 
 
 
 
Contribution reinstated as 
part of the 2014/15 
budget proposals. 

 
 
No Change. 
 
 
 
Rates to be increased 
effective from April 2016 
by 3.4% 
 
No Change 
 
 
 
No change 
 
 
 
No change. 
 
 
 
 
 
No Change. 

Income  
 
Fees & charges  
 
 
 
 
 
Council Tax 
increase  
(for financial 
planning purposes 
only)  
 
 
 
 
Investment interest 
rates  

 
 
Income budgets to 
increase in line with price 
inflation where possible 
and budgets increased 
accordingly 
 
1.5% increase for each 
year across the MTFP 
period 
 
 
 
 
 
 
2015/16 0.9%  

 
 
No Change. 
 
 
 
 
 
No Change. 
 
 
 
 
 
 
 
 
Will be reviewed during 
budget process but likely 
to reduce. To circa 0.49% 
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  Appendix 2 

General Fund Budget Parameters 2016/17 – 2020/21 

 

Other 
Assumptions 
 
Government 
Funding  
Revenue Support 
Grant increase  
 

 
 
 
16.43% reduction in 
2015/16, then 10% 
reduction in each of the 
following three years. 
Likely to see zero RSG by 
end of the MTFS period 
with reliance purely on 
retained business rates 
for core funding. 

 
 
 
No Change – 10% 
reduction in each year of 
the MTFS subject to 
Autumn Statement and 
Local Government 
Finance Settlement in 
December/January. 
 

Borrowing 
 
Prudential 
borrowing  

 
 
HRA to cover cost of 
£209m debt settlement. 
MRP to cover £2m 
borrowing per annum 
from 2013/14 
incorporated in MTFP for 
Non Housing Capital 
Programme. 

 
 
No change for GF MRP 
but HRA Business Plan 
principles reviewed to 
include non-repayment of 
debt.. 

Transfer to/from 
Reserves -  
Insurance Fund  
 
 
General Reserves  
 
 
 
 
 
 
 
 
 
 
 
Earmarked 
Reserves  

Annual contribution to 
Insurance fund increasing 
by £17k each year.  
 
 
No change, Minimum 
General fund balance to 
be maintained at £2.5m 
over the current MTFS 
Period to manage 
increased risks to be 
managed locally under 
Government plans on 
LGRR, CTB localism Act 
etc. 
 
 
One off contributions 
have reduced the 
requirement to repay to 
£165k over the planning 
period  

No Change. 
 
 
 
 
No Change. 
 
 
 
 
 
 
 
 
 
 
 
No change 
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REPORT TO: CABINET  
 

DATE: 15 OCTOBER 2015 
 

TITLE: HOUSING REVENUE ACCOUNT (HRA) 
BUSINESS PLAN (2015-2045) 
 

PORTFOLIO HOLDER: COUNCILLOR ROD TRUAN 
 

LEAD OFFICERS: 
 

ANDREW MURRAY, HEAD OF HOUSING  
(01279) 446676 
SIMON FREEMAN, HEAD OF FINANCE 
(01279) 446228 
 

CONTRIBUTING OFFICER 
 

ANDREW SMITH, FINANCE MANAGER 
(01279) 446212 

 
This is a Key Decision 
It is on the Forward Plan as Decision number I004565 
This decision may be subject to Call-in procedures.  
This decision will affect no Ward specifically. 
 
RECOMMENDED that Cabinet notes the recent Government announcements 
and RECOMMENDS to Council that the Housing Revenue Account Business 
Plan is finalised to include the following key assumptions:- 
 
 (a) Implement legislation to reduce dwelling rents annually by 1% in each of 

the four years commencing 2016/17. 
 

(b) Renew the Public Works Loan Board (PWLB) debt of £209m upon 
maturity of each loan and that repayment be kept under review as 
outlined in paragraph 25. 

 
(c) Maintain the minimum HRA working balance at 31 March 2016 at 

£2.727m. 
 

(d) Revise the housing asset management plans as outlined in paragraphs 
21 and 22. 

 
(e) Assume annual increases of at least 5% per year for garages and 

increases / decreases in service charges related to changes in 
expenditure. 

  
REASON FOR DECISION 
 
A Recent Government announcements require that the Council revise key 
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principles contained in the updated HRA 30-year Housing Revenue 
Account (HRA) Business Plan (2015-45).  The Business Plan, to be 
finalised, will need to ensure the future viability of the Housing Revenue 
Account to accommodate national policy changes.  
 

BACKGROUND 
 
1.  The Council approved a sustainable ‘Harlow Council Housing Services 

Business Plan’ (2014-2044) on 5 February 2015. 
 

2.  The Plan built upon the HRA “self-financing” regime introduced in 2012 which 
provided for a one off debt settlement to Government, the setting of rents and 
their retention locally, and the managing of its housing stock locally for local 
people, taking into account local needs and priorities.  
 

3.  The Business Plan assumed and anticipated longer term financial stability 
with increased forecasting certainty, allowing for the programming of 
investment into the housing stock, with annual publication of information to 
tenants. The original Business Plan, approved in 2012, assumed an ongoing 
set of key principles, which included: 
(a) Continuation of the Government’s rent restructuring policy 

principles 
(b) Repaying the Public Works Loan Board (PWLB) debt (£208.837m) in 

full within the life of the [original] 30-year Business Plan (i.e. by 31 
March 2042). 

(c) Achieving Modern Homes Standard for all properties by April 2015; 
and maintain decency with an approved set of asset management 
short, medium and long term priorities. 

(d) Building new Council owned homes as a priority (e.g. Pathfinder 
Scheme) and to develop a longer term plan, within resources 
available. 

(e) Maintaining the HRA minimum working balance. 
 
WHAT HAVE BEEN THE ACHIEVEMENTS? 
 
4.  Following the introduction of self-financing, the Council has: 

 
(a) Implemented a sustainable 30-year Business Plan, including the 

planned repayment of debt in full by 31 March 2042. 
(b) Established a five year Housing Investment Programme (HIP), 

investing £100m delivering 34,688 improvements to its housing stock 
in the first two years to improve the living conditions of its tenants, 
tackling local priorities, and prioritising energy efficiency schemes 
(tackling fuel poverty). 

(c) Achieved full compliance of the Council’s housing stock with the 
Government’s Modern Homes Standard by April 2015. 

(d) Significantly improved the energy efficiency of the Council’s homes, 
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to tackle fuel poverty and increase Standard Assessment Procedure 
(SAP) ratings which included a grant funded programme of external 
wall insulation, enhanced energy efficient windows and doors. 

(e) Undertaken the first programme of new build Council properties for 
rent in 25 years; completing 18 new homes on redundant garage 
sites. 

(f) Become one of the councils in England that is delivering the 
Government’s Right to Buy Social Mobility Fund aspirations. 

 
RECENT GOVERNMENT ANNOUNCEMENTS 
 
5.  In the Budget on 8 July 2015, the Chancellor of the Exchequer made a 

number of announcements the Council anticipates will have both short and 
long term impacts on its HRA Business Plan.  Whilst no detail has been 
forthcoming as yet, the potential implications of these changes are being 
evaluated to continue to secure the long term viability of the Council’s assets.  
 

Expected Policy Changes 
 

6.  Legislation to reduce tenants’ rents by 1% per annum over the next four years 
(2016/17 to 2019/20) is currently going through Parliament.  This will have a 
major impact on the Council’s current HRA Business Plan, which had 
assumed annual rent increases equivalent to CPI+1% in line with government 
guidance.  By 2020, this measure will reduce average rents for households in 
the social housing sector by around 12% compared to current forecasts. 
There will also be the ongoing effect of lower rents throughout the remainder 
of the 30-year Business Plan.  It is the Government’s expectation that the 
required rent reductions will be met by efficiencies.  
 

7.  Other anticipated legislative changes, it is anticipated, will also include the 
following: 
 
(a) Families earning over £30,000 outside London will be required to pay 

the market rent, not social rent, with the income collected being paid by 
Councils direct to the Treasury. 

(b) Income thresholds on Tax Credits to working families will be reduced.  
(c) The cap on benefits to out of work families will be reduced from 

£26,000 to £20,000. 
(d) Extending to tenants of Housing Associations the Right to Buy, through 

the sale of higher value council owned homes.   
 

 Current Forecasted Implications 
 

8.  Setting rents at the new level between 2016/17 and 2019/20 will reduce 
significantly the resources available to deliver the HRA Business Plan’s short, 
medium and long term objectives, as outlined in the HRA Medium Term 
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Financial Strategy (MTFS).   
 

9.  Councils have produced their HRA Business Plans on the assumption of a 
sustainable income stream linked to the debt settlement.  As a consequence 
of the proposed legislation, lower rents will result in a loss of income of 
£12.8m by 31 March 2020, with a hitherto projected working balance of 
£10.6m.  This would mean that the HRA would be overdrawn (with an illegal 
deficit) by £2.2m. Longer term there will be a shortfall of at least £284m by 31 
March 2045.  Projections also indicate there are insufficient balances to fulfil 
the current asset management plans in the short-term due to the forecasted 
reduction in revenue and its contribution to the Housing Capital Programme.   
 

10.  Efficiencies of at least £5.1m are necessary by 31 March 2020 to achieve a 
minimum working balance as outlined in the table below. 
 

Projected HRA Balance, 31 March 2020 

 £m 

Forecast balance per approved HRA Business Plan, 2014-2044 11.2 

Adjustments to HRA Business Plan since February 2015 (-)1.0 

 10.2 

Rent Reductions 2016/17 to 2019/20 inclusive (-)12.8 

Other adjustments – including. local govt. salaries at 1% p.a. 0.4 

Forecast balance (-)2.2 

  

Required Minimum Working Balance at 31 March 2020 2.9 

  

Difference – budget gap (or capital shortfall) to address 5.1 

 
 

11.  Significantly, based on initial projections, the Council will not be able to repay 
the £209m borrowing it took out in 2012 to HM Treasury and fund a further 
programme of council house building following completion of the current 
Pathfinder Scheme. 
 

12.  The required reduction of rent by 1% annually is also expected to be 
delivered by all Registered Providers (RP’s). Local development schemes 
could be at risk, as their balance sheet is likely to affect creditworthiness and 
therefore ability to borrow to build. 
 

13.  The Government’s intention to extend the Right to Buy to Housing 
Associations will require the Council to contribute to the Treasury for their loss 
of income through the sale of high value council properties. 
 

14.  The average value of a social home in England is just under £208,000,  but 
the Government’s calculation that selling 15,000 vacant council homes a year 
will raise £4.5billion assumes an average sale value of £300,000.  The model, 
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it appears, is based upon “regional beacon values” used by the District 
Valuation Office (DV) and for a “threshold” to be established. (e.g. £300,000). 
Initial analysis indicates that there are currently 375 Harlow Council properties 
with a “beacon sale valuation” between £150,000 and £350,000. 
 

15.  Whilst Housing Associations could benefit (financially) from the intended 
changes to the Right to Buy, it will depend on how the scheme is operated.  It 
is likely, however, that their social housing stock could be further depleted.  In 
addition, they would want to be fully compensated to have no detrimental 
effect on their business plans. The new policy for Housing Association Right 
to Buy would have an impact on the Council’s Housing Revenue Account 
(HRA) Business Plan and will vary depending on what thresholds are set for 
sales. In particular: 
 
(a) There would be effects on capital: the level of additional capital 

receipts would be highly unpredictable and potentially large and 
complex processes would have to be introduced to re-distribute them 
and to allocate proportions of them to repay debt and build new 
homes.  

(b) There would be an effect on HRA revenue with reduced income from 
high value properties that had been relied upon in business plan 
assumptions and associated expenditure, and debt repayment plans. 

(c) With a reduction in the amount of capital retained locally there could be 
difficulties in building new Council housing in Harlow. 
 

16.  An initial analysis of the potential financial implications and their impact for the 
HRA Business Plan is outlined in Appendix 1. 
 

TAKING THE PLAN FORWARD 
 
17.  Resources for housing continue to reduce with the need to prioritise and 

target resources accordingly.  The Council will need to make changes to the 
HRA Business Plan by reducing capital and/or revenue expenditure and 
revising its current debt repayment programme.  This is to cover potential 
losses and to ensure the plan’s sustainability in the medium/long term.  The 
updated Housing Revenue Account (HRA) Business Plan (2015-2045) will 
need, therefore, to revise its short, medium and long term objectives. 
 

 Income and Expenditure Assumptions (HRA Estimates 2016/17) 

 
18.  HRA Estimates for 2016/17 are being developed in the usual manner 

realising annual efficiencies, reviewing associated balances, and assuming 
increases in prices and that the Council set rents in accordance with 
government legislation with the HRA Business Plan being aligned to these 
estimates.   
 

99



19.  It is recommended the Council plans an increase to garage rents of at least 
5% per year (unlinked to annual inflation) and that service charges will rise (or 
fall) in line with changes in applicable expenditure, as well as exploring any 
areas which the Council does not implement the full allowable service charge 
 

20.  The HRA ring-fence regulations remain unchanged and will continue 
to be subject to audit. 

  
Housing Asset Management Plan 
 

21.  Harlow Council has prepared a 30-year HRA Business Plan that takes 
into account the delivery of a sustainable investment programme to 
improve and maintain the housing stock and related assets. 
 

22.  It is necessary to both reflect the lower overall investment that can be 
afforded and ensure that appropriate resource levels are directed towards 
priorities.  It is recommended that the Council revises its housing asset 
management priorities and programmes as outlined below:  
 
(a) Maintain compliance of the Council’s housing stock to the housing 

regulatory requirements by operating a reduced ‘just in time’ 
replacement regime for key components such as kitchens, bathrooms, 
central heating systems, roofs and external structure of homes.  

(b) Target resources to safeguard the well-being and safety of the 
Council’s tenants in their homes in regard to increased statutory and 
legislative landlord requirements for fire safety, electrical (communal) 
safety, asbestos management and lift maintenance. 

(c) Prioritise energy efficiency initiatives that alleviate fuel poverty. 
(d) Prioritise resources for disabled adaptations to meet statutory 

requirements and keep under review annually. 
(e) Defer the development of a longer term programme of council house 

building and review annually. 
(f) Reduce resources to garage-related works and re-prioritise the 

approved Garage and Hardstand Strategy.  
(g) Realise further efficiencies from responsive repairs programmes and 

scope of works. 
 

 Treasury Management 
 

23.  The Council financed the self-financing ‘settlement payment’ of £209m by 
borrowing from the Public Works Loan Board as it offered advantageous rates 
for self-financing loans. 
 

24.  The reduction of rent income in the HRA Business Plan will mean significantly 
lower balances invested than previously planned, with the inability to repay 
debt from 2026.  The Council’s Treasury Management Strategy Statement will 
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be revised to reflect this major change.  Cabinet will receive a Mid Year 
Update for 2015/16 at its December 2015 meeting. 
 

25.  The HRA Business Plan will need revision to establish the optimum borrowing 
strategy bearing on the sustainability of the HRA and future aspirations. 

  
Working Balances 
 

26.  It is the Section 151 Officer’s responsibility to review annually the 
minimum working balances the HRA should hold.  To safeguard against 
interest rate fluctuations and other possible changes to the HRA Business 
Plan assumptions, it is recommended that the working balance is 
maintained at £2.727m as at 31 March 2016.  The minimum balance will 
be reviewed depending on the revised borrowing strategy selected. 

 
NEXT STEPS 
 

27.  The Welfare Reform and Work Bill, which will legislate 1% reductions in rent 
from 2016/17 to 2019/20, has received its second reading in the House of 
Commons and is expected to become law in the autumn. 
 

28.  These changes to national housing policy and welfare reform will have 
significant impacts on the Council’s landlord role and its service priorities.  In 
addition, changes to Supporting People funding will also affect the HRA and 
General Fund MTFS.  These effects are being evaluated as part of the 
revenue and capital estimates for 2016/17. 
 

29.  A review timetable has been produced which meets the Council’s governance 
and housing regulatory requirements.  An implications report of these 
changes, together with the review timetable was presented to the Housing 
Standards Board (HSB) on 16 September 2015.  A special Tenants Forum 
was held on 30 September 2015 outlining the implications and sought 
feedback on revised priorities and principles.  The proposed consultation 
timetable is outlined in Appendix B.  
 

30.  The updated estimates together with a revised HRA Business Plan will be 
taken to Cabinet for approval in January 2016. 

 
IMPLICATIONS 
 
Place (includes Sustainability) 

None specific. 

Author: Graeme Bloomer, Head of Place 
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Finance (Includes ICT) 
The financial implications are set out in the report and highlight the significant 
impact that the Government’s recently announced changes will have on the short, 
medium and long term financial viability of the Council’s Housing Revenue 
Account and its housing stock. 
Author: Simon Freeman, Head of Finance  

 
Housing 

As outlined in the body of the report. 

Author: Andrew Murray, Head of Housing 

 
Community Wellbeing (includes Equalities and Social Inclusion) 

None specific. 

Author: Jane Greer, Head of Community Wellbeing 

 
Governance (includes HR) 
None specific. 

Author: Brian Keane, Head of Governance 
 

Background Papers 
[These are papers referred to in the preparation of the report that are not 
attached as appendices but that are available for public or Councillor study.] 
 
None 
 
 
Appendices 
Appendix A - New Proposed Rents for Social Housing implications 
Appendix B - Review of HRA Business Plan 2015/16 timetable 
 
Glossary of terms/abbreviations used 
CPI (Consumer Price Index) 
HIP (Housing Investment Programme) 
HRA (Housing Revenue Account) 
HSB (Housing Standards Board) 
PWLB (Public Works Loan Board) 
RP’s (Registered Providers) 
SAP – Standard Assessment Procedure (energy efficiency of property) 
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APPENDIX A 

 
New Proposed Rents for Social Housing from 2016/17-2019/20 
 
1. Financial Implications - Introduction 

a. The Chancellor’s announcement that rents shall be reduced by 1% 
per year for four years will mean, according to paragraph 1.140 of 
the accompanying Budget Book, “a 12% reduction in average rents 
by 2020/21 compared to current forecasts”. 

b. The HRA Business Plan 2014-2044 assumed total income of 
£51.050m in 2015/16.  Dwellings rents amount to £46.143m, or 
90.4% of this total. 

c. An updated Harlow Council HRA Business Plan must take account 
of dwelling rent reductions in: 

i. The HRA Medium Term Financial Strategy, 2015/16 to 
2020/21; 

ii. The full HRA Business Plan 2015-2045. 
d. Variances to the current year HRA Budget, 2015/16, were reported 

to Cabinet on 17 September 2015. Currently, no measures have 
been introduced to reduce expenditure in advance of rent 
reductions from 2016/17. However, officers will work on a plan 
which may eliminate any shortfall ahead of the year in which it 
occurs.  

 
2. Financial Implications – HRA Medium Term Financial Strategy 

2015/16 – 2020/21 
a. A full revision of the HRA Business Plan will include a number of factors 

including changes in service costs, the revision of inflation levels, carry 
forwards and the opening balance as at 1 April 2015 updated following 
closure of accounts 2014/15.  

b. This report contains the latest assumptions of the forward forecast 
throughout the life of the HRA Medium Term Financial Strategy.  No 
efficiencies have been built in other than confirmation of public sector pay 
levels from 2016/17 to 2019/20. 

c. Focusing on dwelling rents specifically, the following assumptions have 
been made for each scenario and illustrated in the graphs below. 

i. “Approved” refers to the assumptions contained in the approved 
HRA Business Plan 2014-2044; 

ii. “Updated” refers to the revised and lower, assumptions for CPI 
updated by the Bank of England in May 2015 and provided by the 
Council’s treasury management advisors, Arlingclose Ltd. i.e. 
continuing as per current assumptions but with updated indices; 

iii. “Revised A” shows the annual reduction in rents in accordance 
with proposed legislation, followed by a rent increase in 2020/21 
equivalent to CPI+1% (3%). i.e. 4 years reductions then reverting to 
current assumptions on increases thereafter; 
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i. “Revised B” shows the annual reduction per “Revised A”, followed 
by a rent increase capped to CPI (2%) in 2020/21, i.e. 4 years rent 
reductions followed by a lower future increase than currently 
assumed in the Business Plan. 

d. The graph below indicates the likely weekly rent levels for each scenario.  
This demonstrates that rent levels by the end of 2019/20 will be £89.91 
per week instead of a projected £101.90 per week, being just under 12% 
lower and in line with the Chancellor’s expectations.  
 

 
 

e. Inflation assumptions are given in the table below. 
 
 

2015/16 2016/17 2017/18 2018/19 2019/20 2020/21

Approved 93.60 95.72 98.44 101.42 104.48 107.63

Updated 93.60 94.35 96.23 98.93 101.90 104.95

Revised A 93.60 92.66 91.74 90.82 89.91 92.61

Revised B 93.60 92.66 91.74 90.82 89.91 91.71
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Assumed annual increases in dwellings rent 

 2016/17 2017/18 2018/19 2019/20 2020/21 

Approved 2.2% 2.8% 3.0% 3.0% 3.0% 

Updated 0.8% 2.0% 2.8% 3.0% 3.0% 

Revised A (-)1.0% (-)1.0% (-)1.0% (-)1.0% 3.0% 

Revised B (-)1.0% (-)1.0% (-)1.0% (-)1.0% 2.0% 

 
f. The difference in rent levels between ‘Revised A’ and ‘Revised B’ in 

2020/21 is explained by the different assumptions in rent increases after 
2019/20. ‘Revised A’ assumes an uplift of 3%, being a return to CPI+1%, 
whereas ‘Revised B’ assumes an uplift of 2%, being CPI only.  Again any 
assumption which is below that of the current plan has a long term impact 
on the 30-year HRA Business Plan. 

g. The reduction in rent has an impact on the year end HRA balance. This 
totals £12.8m by 31 March 2020 and presents a HRA deficit of £2.2m 
which is both unsustainable and illegal under the provisions of the Local 
Government and Housing Act 1989.  On the advice of the Head of 
Finance, the Council holds a minimum working balance to ensure, in 
accordance with legislation, that the HRA always has a credit balance. It is 
observed that the revised plan (‘Revised A’ and ‘Revised B’) shows 
balances below the minimum working balance in 2017/18, 2018/19 and 
2019/20. This is described as a capital shortfall. 

h. The shortfalls are shown on the graph below.  This means that efficiencies 
will need to be made to remove the capital shortfall, either through a 
reduction in the capital programme budget and / or reductions in revenue 
expenditure and/or increases in income. 
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i. For the purpose of this report it is assumed that the cumulative capital 
shortfall of £5.1m can be removed.  Officers are considering how this may 
be achieved.  

j. For planning purposes “Revised A” will be adopted. The HRA Medium 
Term Financial Strategy for “Revised A” is given below in Annex 1. 
 

3. Financial implications – full 30-year Business Plan 
a. Having resolved the budget shortfall, lower rent levels across the 

remainder of the HRA Business Plan mean insufficient balances to repay 
debt. Renewal of debt in each of the four years commencing 2026 will 
remove the HRA deficit and achieve surpluses in spite of annual interest 
repayments assumed at 5%. 
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 Annex 1 
HRA Operating Account 30-Year Business Plan 

 

 

 

 

 

 

 

  

  

 

 

 

 

 

 

 

 

 

      2015.16 2015.16 2016.17 2016.17 2017.18 2017.18 2018.19 2018.19 2019.20 2019.20 2020.21 

  
 

Prev. 
Ests 

 

Prev. 
Ests Ests 

Prev. 
Ests Ests 

Prev. 
Ests Ests 

Prev. 
Ests Ests Ests 

  
 

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

  Expenditure  
 

 
 

 
 

 
 

 
    General Management 11,848 12,179 12,030 11,870 12,974 12,727 11,671 11,334 11,904 11,474 11,685 

  Special Management  5,610 5,625 5,772 5,787 5,904 5,920 6,041 6,057 6,181 6,197 6,341 

  Repairs 9,342 9,417 9,611 9,611 9,849 9,849 10,093 10,093 10,344 10,344 10,600 

  
Rents, Rates, Taxes & Other 
Charges 30 30 30 30 31 31 31 31 32 32 32 

  
Supporting People Transitional 
Relief 7 7 6 6 4 4 2 2 0 0 0 

  
Provision for Bad & Doubtful 
Debts 360 360 316 311 324 317 332 325 341 333 342 

  
Major Repairs Reserve 
Contribution  11,270 11,292 11,431 11,286 11,572 11,369 11,755 11,550 12,012 11,803 12,061 

  
Revenue Contribution to Capital 
Programme 

12,110 12,201 6,176 5,856 4,843 3,090 4,413 2,992 4,560 2,755 1,713 

  Debt Management Expenses 14 14 14 14 14 14 14 14 14 14 14 

  Capital Charges: Principal 0 0 0 0 0 0 0 0 0 0 0 

  Capital Charges: Interest  6,768 6,768 6,607 6,607 6,553 6,553 6,446 6,446 6,338 6,338 6,231 

  
 

57,360 57,893 51,993 51,377 52,069 49,874 50,798 48,843 51,725 49,290 49,019 

  Income  
 

 
 

 
 

 
 

 
    Dwelling Rents 46,143 46,240 46,616 45,223 47,398 44,265 48,522 43,543 50,782 43,795 44,114 

  Garage Rents 957 974 976 993 996 1,013 1,015 1,033 1,056 1,074 1,075 

  Other Rents 22 22 22 22 22 22 22 22 22 22 22 

  Service Charges: Tenants 1,000 1,002 1,012 1,014 1,026 1,028 1,045 1,047 1,088 1,090 1,093 

  Service Charges: Leaseholders 1,594 1,667 1,642 1,716 1,690 1,766 1,734 1,812 1,755 1,836 1,901 

  Other Charges for Services 790 839 806 815 838 869 872 931 907 997 1,067 

  Transfers from General Fund 500 496 513 496 526 501 539 511 552 521 532 

  Interest on Revenue Balances 44 38 40 28 49 30 99 42 219 57 99 

  
 

51,050 51,277 51,626 50,308 52,543 49,493 53,847 48,942 56,381 49,393 49,903 

  Balance at 1 April  9,698 10,870 3,388 4,254 3,021 3,185 3,496 2,804 6,545 2,903 3,006 

  Surplus / (Deficit) for year -6,310 -6,616 -367 -1,069 474 -381 3,050 98 4,656 103 884 

  Balance in hand at 31 March  3,388 4,254 3,021 3,185 3,496 2,804 6,545 2,903 11,201 3,006 3,890 

  Minimum Working Balance 2,727 2,727 2,776 2,727 2,832 2,755 2,889 2,810 2,940 2,866 2,923 
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Housing Capital Programme  

 

 

 

 

 

 

 

 

  

  

 

 

 

 

 

 

 

 

 

      2015.16 2015.16 2016.17 2016.17 2017.18 2017.18 2018.19 2018.19 2019.20 2019.20 2020.21 

  
 

Prev. 
Ests. 

 

Prev. 
Ests. Estimates 

Prev. 
Ests. Estimates 

Prev. 
Ests. Estimates 

Prev. 
Ests. Estimates Estimates 

  
 

£’000 £'000 £’000 £'000 £’000 £'000 £’000 £'000 £’000 £'000 £'000 

  
 

 

 

 

 

 

 

 

 

 

    Expenditure  

 

 

 

 

 

 

 

 

    Core Programme 25,054 25,054 18,980 18,980 17,000 17,000 18,545 18,545 19,006 19,006 16,235 

  New Build  1,836 1,836 0 0 0 0 0 0 0 0 0 

  
 

26,890 26,890 18,980 18,980 17,000 17,000 18,545 18,545 19,006 19,006 16,235 

  
 

 

 

 

 

 

 

 

 

 

    Financed by:  

 

 

 

 

 

 

 

 

    Major Repairs Reserve 11,292 11,292 11,286 11,286 11,369 11,369 11,550 11,550 11,803 11,803 12,061 

  Revenue Contribution to Capital Programme 12,201 12,201 5,856 5,856 4,551 3,090 4,649 2,992 4,800 2,755 1,713 

  Right To Buy Receipts 1,343 1,343 1,356 1,356 588 588 601 601 613 613 627 

  Grants etc. 2,053 2,053 482 482 492 492 1,746 1,777 1,790 1,790 1,834 

 Capital Shortfall - - - - - 1,461 - 1,625 - 2,045 - 

  
 

26,890 26,890 18,980 18,980 17,000 17,000 18,545 18,545 19,006 19,006 16,235 
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APPENDIX B 
Review of HRA Business Plan 2015/16 Timetable 
 

07.08.2015 Deadline for Advert for Special Forum in Harlow Times 
 
01.09.2015 Proposed Timetable to be taken to the HSB 
 
30.09.15 Special Tenant Forum to discuss Rents and associated issues as 

well as implications 
 
06.10.2015 Update to HSB  
 
10.10.2015 Update taken to Annual Tenant and Leaseholder Conference  
 
03.11.2015 Update to HSB  
 
06.11.2015 Outline HRA Business Plan Report to Lead Councillors 
 
06.11.2015 Deadline for Article for Harlow Times 
 
18.11.2015 Autumn Leaseholder Forum 
 
01.12.2015 Housing Standards Board - Receives outline of Business Plan 

and confirms Principles.  
 
03.12.2015 Leasehold Standards Panel 
 
24.12.2015 HRA Business Plan completed draft 
 
05.01.2016 Update to HSB  
 
06.01.2016 Property and Tenancy Standards Panel  - Discuss the text of the 

Business Plan and preview presentation slides for the Tenant 
Forum and receive presentation on issues 

 
07.01.2016 Leaseholder Standards Panel - receive edited Tenant Forum 

presentation 
 
12.01.2016 Tenant Forum  
 
20.01.2015 Update to HSB  
 
28.01.2016 Cabinet 
 
04.02.2016 Council 
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APPENDIX 4 

Harlow Council 
Treasury Management Strategy Statement 

2015/16 
 

Summary of the Report 

1. This Treasury Management Strategy Statement (TMSS) sets out the 

Council’s capital plans and treasury management issues in accordance 

with proper practices. 

2. It provides an update of external economic conditions impacting on the 

Council and focuses on the major issues affecting its borrowing and 

investments. 

3. The Council uses treasury management advisors to help its decision 

making, keeping officers up to date with economic developments and 

providing training and support. Arlingclose Limited is currently the 

Council’s appointed advisor. 

4. Economic background and commentary has been provided by 

Arlingclose and included throughout the Statement.  Primarily, interest 

rates continue to be low, and are expected to remain low compared to 

pre-2008 levels in the medium term. 

5. As a steward of public finance, the Council will continue to take all 

practical steps to protect its investment portfolio.  In this respect, 

emphasis remains in this order of priority: 

 

 Security: reducing risk in order to protect the return of capital 

sums, particularly in relation to the Council’s investments. 

 Liquidity: ensuring that investments are not committed for 

excessive time-periods in order to facilitate the Council’s 

cashflow requirements and to reduce risk by maintaining 

immediate access to funds. 

 Yield: obtaining a reasonable return on investments as far as is 

possible in the current economic and financial market conditions. 

6. The Council has in recent years run a portfolio fairly typical of similar 

Councils with investments in banks and building societies, through 

Money Market Funds and occasionally with other Councils.  

Investments have generally been for periods of no more than six 

months.  This has enabled the Council to meet its treasury 
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management priorities, although in recent years the yield for these 

investments has generally been below consumer price inflation.  

However, the Council’s approach to investment has always protected 

its capital, placing security above anything else.  .  The Council has 

also secured facilities through the opening of an account with the UK 

Government which provides the Council with a mechanism to hold any 

especially large balances or to be used during periods of severe market 

uncertainty. 

7. During the financial crisis of 2008 the Government was committed to 

intervene to financially support banks which would have otherwise 

failed.  This has subsequently led to much debate and press coverage 

which, in turn, caused the Government to seek reforms to its 

intervention in the banking system.  As a result the Government has 

passed the ‘Financial Services (Banking Reform) Act 2013’ which 

fundamentally changed the obligations compulsorily placed upon 

creditors in the event of bank failure.  The impact of this reform is that 

the Government would no longer provide bail-out support. 

8. Two further regulations will also take effect in 2015.  The ‘Bank 

Recovery and Resolution Directive’ (effective from January 2015) and 

‘Deposit Guarantee Schemes Directive’ (effective from July 2015) will 

escalate Councils’ compulsory obligations of support to banks should a 

bank fail or be at risk of failure.  (These regulations are also designed 

to strengthen banks’ financial position to safeguard against bail-in risk.)  

As a further consequence of the reform, corporate bodies (excluding 

financial institutions) gain higher levels of protection from financial 

losses.  In short this means that Councils’ temporary investments 

(otherwise known as term deposits – see glossary) with banks and 

building societies are at greater risk of capital loss should a bank have 

insufficient share capital or bad debt provision to cover these losses.  

The security of this Council’s investments remains paramount, so this 

TMSS proposes a wider range of investment options with other 

products.  This represents a change in Harlow Council’s investment 

portfolio and diversification is therefore the theme of this TMSS. 

9. Locally, the Council is transferring its banking services from the 

Cooperative Bank to Barclays Bank. These new arrangements, 

implemented as a result of a procurement process are already largely 

complete and will be fully implemented by 1 April 2015. 

Introduction 

10. Harlow Council has adopted the Chartered Institute of Public Finance 

and Accountancy’s ‘Treasury Management in the Public Services: 

Code of Practice’ (the CIPFA Code) which requires the Council to 
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approve a treasury management strategy before the start of each 

financial year. 

11. In addition, the Department for Communities and Local Government 

(CLG) 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. 

12. This report fulfils the Council’s legal obligation under the ‘Local 

Government Act 2003’ to have regard to both the CIPFA Code and the 

CLG Guidance. 

13. The Council has 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.  The successful identification, 

monitoring and control of risk are therefore central to the Council’s 

treasury management strategy.  

External Context (supplied by Arlingclose) 

Economic background 

14. 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 Gross Domestic Product (GDP). 

However, inflationary pressure 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. 

 

15. The Bank of England’s Monetary Policy Committee (MPC) has debated 

the degree of spare capacity in the economy and the rate at which this 

will be used up.  Despite two MPC members having voted for a 0.25% 

increase in rates at each of the Committee’s monthly meetings since 

August 2014, 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 

 

16. The inclusion 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’ (BRRD) promotes the interests of 

individual and small businesses covered by the Financial Services 
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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. 

17. The continued global economic recovery has led to a general 

improvement in credit conditions since last year.  . 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 Council. 

Interest rate forecast 

18. The Council’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 that rates will move towards 

the higher end of this forecast range 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 sustainability of UK 

growth.  (In a deflationary situation when prices are expected to be 

lower in the future causes consumers to defer purchases resulting in  a 

fall in demand and production.)  If the negative indicators from the 

Eurozone become more certain, the Bank of England will likely defer 

any future rate rises until later in the year. Arlingclose projects gilt 

yields on an upward path in the medium term, taking the forecast 

average 10 year PWLB loan rate for 2015/16 to 3.40%. 

 

19. A more detailed economic and interest rate forecast provided by the 

Arlingclose is attached at Annex A. 

20. For the purpose of setting the budget, it has been assumed that new 

investments will be made at an average rate of 0.67%. No new external 

long-term loans are planned to be taken out in 2014/15 and 2015/16 at 

the time of writing this strategy 

Local Context 

21. The Council currently has £211.837m of borrowing and £40.98m of 

investments (as at 31 December 2014). This is set out in further detail 

at Annex B.  Forecast changes in these sums are shown in the balance 

sheet analysis in table 1 below. 
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Table 1: Balance Sheet Summary and Forecast 

 

22. The underlying need to borrow for capital purposes is measured by the 

Capital Financing Requirement (CFR), while usable reserves and 

working capital are the underlying resources available for investment.  

The Council’s current strategy is to maintain borrowing and 

investments below their underlying levels, through the utilisation of 

internal borrowing. 

23. CIPFA’s ‘Prudential Code for Capital Finance in Local Authorities’ 

recommends that the Council’s total debt should be lower than its 

highest forecast CFR over the next three years.  Table 1 shows that the 

Council expects to comply with this recommendation during the period. 

24. Looking ahead over the medium to long term the Council anticipates 

that the amount available for investment will grow after 2017/18 (to 

about £50m by 31 March 2025).  The growth is attributed to increasing 

operational balances in the Housing Revenue Account earmarked 

specifically for the repayment of debt in 2026, as identified in the HRA 

Business Plan 2014-2044.  

  

 

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 

General Fund CFR 27.835 28.592 40.745 41.030 41.143 

HRA CFR 198.307 198.307 187.370 187.370 187.370 

Total CFR 226.142 226.899 228.115 228.400 228.513 

Less: Other debt 

liabilities * 
(0.626) (0.626) (0.194) (0.084) (0.084) 

Borrowing CFR 225.516 226.273 227.921 228.316 228.429 

Less: External 

borrowing ** 
(211.837) (211.837) (211.837) (211.837) (211.837) 

Internal 

borrowing 
13.679 14.436 16.084 16.479 16.592 

Less: Usable 

reserves 
(34.172) (35.097) (26.374) (20.220) (19.756) 

Less: Working 

capital 
(7.647) (7.647) (7.647) (7.647) (7.647) 

Investments (28.140) (28.308) (17.937) (11.388) (10.811) 
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Borrowing Strategy 

25. The Council currently holds £211.837m of external borrowing, which is 

unchanged on the previous year, as part of its strategy for funding 

previous years’ capital programmes and financing HRA ‘self-financing’ 

debt.  The balance sheet forecast in table 1 shows that the Council 

does not expect to borrow in 2015/16.  The Council may however 

borrow to pre-fund future years’ requirements, providing this does not 

exceed the authorised limit for borrowing of £260m. 

26. Objectives: 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 funds are 

required.  The flexibility to renegotiate loans should the Council’s long-

term plans change is a secondary objective. 

27. Strategy: 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 loans instead.   

28. By doing so, the Council is able to reduce net borrowing costs (despite 

foregone investment income) and reduce overall treasury risk. 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 rates are forecast to rise.  Arlingclose 

will assist the Council with this ‘cost of carry’ and breakeven analysis. 

The result of this work may determine whether the Council borrows 

additional sums at long-term fixed rates in 2015/16 with a view to 

keeping future interest costs low, even if this causes additional cost in 

the short-term. 

29. In addition, the Council may borrow short-term loans (normally for up to 

one month) to cover unexpected cash flow requirements. 

30. Sources: The approved sources of long-term and short-term borrowing 

are: 

 Public Works Loan Board (PWLB), and its successor 

 any institution approved for investments (see below) 

 any other bank or building society authorised to operate in the 

UK 

 UK public and private sector pension funds (except Essex 

County Council Pension Fund) 

 capital market bond investors 
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 Local Capital Finance Company and other special purpose 

companies created to enable local authority bond issues 

 

31. 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 

 

32. The Council has previously raised all of its long-term borrowing from 

the PWLB but would continue to investigate other sources of finance, 

such as Council loans and bank loans that may be available at more 

favourable rates. 

33. LGA Bond Agency: The Local Capital Finance Company was 

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 Councils.  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 Council borrowers default on their loans. 

 There will be a lead time of several months between committing 

to borrow and knowing the interest rate payable. 

 Up to 5% of the loan proceeds will be withheld from the Council 

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 full Council.   

34. Debt Rescheduling: The PWLB allows councils 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 Council 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. 

Investment Strategy 

35. The Council holds significant invested funds, representing income 

received in advance of expenditure plus balances and reserves held.  

In 2014/15, the Council’s investment balance will range between 
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£27.1m and £45.1m, and similar levels are expected to be maintained 

in the forthcoming year. 

36. Objectives: Both the CIPFA Code and the CLG Guidance require the 

Council to invest its funds prudently, and to have regard to the security 

and liquidity of its investments before seeking the highest rate of return, 

or yield.  The Council’s objective when investing money is to strike an 

appropriate balance between risk and return, minimising the risk of 

incurring losses from defaults and the risk receiving unsuitably low 

investment income as set out previously. 

37. Strategy: Given the increasing risk and continued low returns from 

short-term unsecured bank investments, the Council aims to diversify 

into more secure and/or higher yielding asset classes during 2015/16.  

This diversification will be focussed upon surplus balances identified for 

longer-term investment and anticipated to be in the region of £7 million.  

The Council’s surplus cash is currently invested in short-term 

unsecured bank deposits, and money market funds.  This 

diversification will therefore represent a substantial change in strategy 

over the coming year. 

38. Approved Counterparties: The Council may invest its surplus funds 

with any of the counterparty types in table 2 below, subject to the cash 

limits (per counterparty) and the time limits shown. 
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Table 2: Approved Investment Counterparties and Limits 

Credit 

Rating 

Banks 

Unsecured 

Banks 

Secured 
Government Corporates 

Registered 

Providers 

UK Govt n/a n/a 
£ Unlimited 

50 Years 
n/a n/a 

AAA 
£2m 

5 years 

£4m 

20 years 

£4m 

50 years 

£2m 

20 years 

£2m 

20 years 

AA+ 
£2m 

5 years 

£4m 

10 years 

£4m 

25 years 

£2m 

10 years 

£2m 

10 years 

AA 
£2m 

4 years 

£4m 

5 years 

£4m 

15 years 

£2m 

5 years 

£2m 

10 years 

AA- 
£2m 

3 years 

£4m 

4 years 

£4m 

10 years 

£2m 

4 years 

£2m 

10 years 

A+ 
£2m 

2 years 

£4m 

3 years 

£2m 

5 years 

£2m 

3 years 

£2m 

5 years 

A 
£2m 

13 months 

£4m 

2 years 

£2m 

5 years 

£2m 

2 years 

£2m 

5 years 

A- 
£2m 

6 Months 

£4m 

13 months 

£2m 

5 years 

£2m 

13 months 

£2m 

5 years 

BBB+ 
£1m 

100 days 

£2m 

6 months 

£1m 

2 years 

£1m 

6 months 

£1m 

2 years 

BBB or 

BBB- 

£1m 

next day 

only 

£2m 

100 days 
n/a n/a n/a 

None 
£1m 

6 Months 
n/a 

£2m 

25 years 

£50,000 

5 years 

£4m 

5 years 

Pooled 

funds 
£4m per fund 

This table must be read in conjunction with the notes below 
 

39. 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. 

40. Banks Unsecured: Accounts, deposits, certificates of deposit (see 

glossary of terms) and senior unsecured bonds with banks and building 

societies, other than multilateral development banks.  These 

investments are subject to the risk of credit loss via a bail-in should the 

regulator determine that the bank is failing or likely to fail.  The risk of 

credit loss is determined by the robustness of a bank’s own balance 

sheet  Whilst this does not preclude the Council from making these 

investments, it will only do so where there is a sufficiently high credit 

rating.  It will not place unsecured investment with banks rated “BBB” or 

“BBB(-)“ other than fully liquid overnight deposits with the Council’s 

own bank, Barclays Bank plc.  
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41. The use of an account to leave overnight deposits with Barclays Bank 

is an important tool in cost effective cash flow management. (Only in 

instances where the Council’s finance was at risk from loss, such as 

was experienced by the Cooperative Bank, would a decision be made 

to suspend overnight deposits with the Council’s bankers.) 

42. 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. 

43. Collateral, for example in the case of a reverse repurchase agreement 

(Repo), is given by the bank in bonds etc in consideration for the cash 

deposited.  The Council would use a collateral agent to hold the 

securities which would be liquidated only in the case of bank failure.  

44. 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 a very low risk of insolvency.  Investments with the UK Central 

Government may be made in unlimited amounts for up to 50 years. 

45. Corporates: Loans, bonds and commercial paper issued by 

companies other than banks and registered providers. These 

investments are not subject to bail-in, but are exposed to the risk of the 

company going into insolvency .  Loans to unrated companies will only 

be made as part of a diversified pool in order to spread the risk widely. 

46. Registered Providers: Loans and bonds issued by, guaranteed by or 

secured on the assets of Registered Providers of Social Housing, 

formerly known as Housing Associations.  These bodies are tightly 

regulated by the Homes and Communities Agency and, as providers of 

public services, they retain a high likelihood of receiving government 

support if needed. 

47. 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 
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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.  

48. The Council has used Money Market Funds (MMFs) for many years to 

provide sound, liquid investment vehicles.  Subject to the outcome of 

reforms to the MMFs, these remain a beneficial and secure investment 

option. 

49. Bond, equity and property funds offer enhanced returns over the longer 

term, but are more volatile in the short term.  These allow the Council 

to diversify into asset classes other than cash without the need to own 

and manage the underlying investments. Because these funds have no 

defined maturity date, but are available for withdrawal after a notice 

period, their performance and continued suitability in meeting the 

Council’s investment objectives will be monitored regularly. 

50. This class of investment offers both security and a potentially 

advantageous yield, but should not be considered for short-term 

investment.  

Risk Assessment and Credit Ratings 

51. 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 even if this 

incurs a redemption fee / cost. 

52. Where a credit rating agency announces that a credit rating is on 

review for possible downgrade (also known as “rating watch negative” 

or “credit watch negative”) so that it may fall below the approved rating 

criteria, then only investments that can be withdrawn will be made with 

that organisation until the outcome of the review is announced.  This 

policy will not apply to negative outlooks, which indicate a long-term 

direction of travel rather than an imminent change of rating. 
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Other Information on the Security of Investments 

53. The Council understands that credit ratings provide good, but not 

perfect, predictions of investment default.  Full regard will therefore also 

be given to other available information on the credit quality of the 

organisations in which it invests, including credit default swap prices, 

financial statements, information on potential government support and 

reports in the quality financial press.  No investments will be made with 

an organisation if there are substantive doubts about its credit quality, 

even though it may meet the credit rating criteria. 

54. When deteriorating financial market conditions affect the 

creditworthiness of all organisations, as happened 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 or invested in 

government treasury bills (see glossary) for example, or with other 

Councils.  This will cause a reduction in the level of investment income 

earned, but will protect the principal sum invested. 

Specified Investments 

55. The CLG Guidance defines specified investments as those: 

 

 denominated in pound sterling, 

 due to be repaid within 12 months of arrangement, 

 not defined as capital expenditure by legislation, and 

 Invested with one of: 

o the UK Government, 

o a UK local authority, parish council or community council, 

or 

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

56. The Council defines “high credit quality” organisations and securities 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. 
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Non-specified Investments 

57. Any investment not meeting the definition of a specified investment is 

classed as non-specified.  It is not anticipated that the Council will 

utilise such investments during 2015/16, unless approved under a 

consultation process including the Head of Finance, Corporate 

Management Team and the Portfolio Holder for Resources.  Should 

such a decision be taken, the following table provides an indication of 

the types of investment that could be used.  Because of the specialised 

management requirements and trading mechanisms, such investments 

would be made using external fund managers or specialist advice. 

Table 3: Non-Specified Investment Limits 

 Cash limit 

Total long-term investments £1m 

Total investments without credit ratings or rated below A(-) £10m 

Total investments with institutions domiciled in foreign 

countries rated below AA+ 
£1m 

Total non-specified investments  £12m 

 

Investment Limits 

58. The Council’s revenue / usable reserves available to cover investment 

losses are forecast to be £35.1m on 31 March 2015.  In order to 

mitigate as far as possible the risk of a single default, the maximum 

that will be lent to any one organisation (other than the UK 

Government) will be £4m.  A group of banks under the same ownership 

will be treated as a single organisation for limit purposes.  Limits will 

also be placed on fund managers, investments in brokers’ nominee 

accounts, foreign countries and industry sectors as below: 
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Table 4: Investment Limits 

 Cash limit 

Any single organisation, except the UK Central 

Government 
£4m each 

With the Council’s own bankers 

£4m (£6m over the 

Christmas period, 

defined as 20 December 

to 4 January inclusive) 

UK Central Government unlimited 

Any group of organisations under the same ownership £5m per group 

Any group of pooled funds under the same management £5m per manager 

Negotiable instruments held in a broker’s nominee 

account 
£20m per broker 

Registered Providers £10m in total 

Unsecured investments with Building Societies £8m in total 

Loans to unrated corporates and small businesses £4m in total 

Money Market Funds £20m in total 

 

Liquidity Management:  

59. The Council uses rudimentary 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. 

Treasury Management Indicators 

60. 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 the amount of net principal 

borrowed will be: 

 2015/16 2016/17 2017/18 

Upper limit on fixed 

interest rate exposure 
£246m £248m £250m 

Upper limit on variable 

interest rate exposure 
(-)£7m (-)£5m (-)£4m 

 

61. 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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62. Maturity Structure of Borrowing: This indicator is set to control the 

Council’s exposure to refinancing risk. The upper and lower limits on 

the maturity structure of fixed rate borrowing will be: 

 Upper Lower 

Under 12 months 35% 0% 

12 months and within 24 months 50% 0% 

24 months and within 5 years 75% 0% 

5 years and within 10 years 100% 0% 

10 years and above 100% 0% 

 

Other Items 

63. There are a number of additional items that the Council is obliged by 

CIPFA or CLG to include in its Treasury Management Strategy. 

64. Policy on Apportioning Interest to the HRA: On 1 April 2012, the 

Council notionally split each of its existing long-term loans into General 

Fund and HRA pools. In the future, new long-term loans borrowed will 

be assigned in their entirety to one pool or the other. Interest payable 

and other costs/income arising from long-term loans (e.g. premiums 

and discounts on early redemption) will be charged / credited to the 

respective revenue account. Differences between the value of the HRA 

loans pool and the HRA’s underlying need to borrow (adjusted for HRA 

balance sheet resources available for investment) will result in a 

notional cash balance which may be positive or negative. This balance 

will be measured each month and interest transferred between the 

General Fund and HRA at the Council’s average interest rate on 

investments. 

65. Under self-financing, Harlow Council’s Housing Revenue Account 

Capital Financing Requirement (HRACFR) moved from (-)£10.53m to 

(+)£198.307m.  The Localism Act 2011, section 171, also stipulated a 

maximum amount of borrowing allowed within the HRA, referred to as 

the ‘Limit of Indebtedness’.  Harlow Council’s ‘Limit of Indebtedness’ is 

£208.837m which means a potential ‘headroom’ (the difference 

between the ‘Limit of Indebtedness’ and HRACFR) of £10.53m.  More 

information is given in Appendix 6.2 of the HRA Business Plan 2014-

2044. 

66. Investment Training: The needs of the Council’s treasury 

management staff for training in investment management are assessed 

on an ongoing basis.  Officers meet at regular intervals – typically 

monthly to discuss operational treasury management plans.  Additional 
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training is necessary when the responsibilities of individual members of 

staff change or processes change. 

67. Staff regularly attend training courses, seminars and conferences 

provided by Arlingclose and CIPFA. Relevant staff are also encouraged 

to undertake Continuing Professional Development in accordance with 

their respective professional accounting / finance qualification 

requirements. 

68. Investment Advisers: The Council has appointed Arlingclose Limited 

as treasury management advisers and receives specific advice on 

investment, debt and capital finance issues. 

69. Investment of Money Borrowed in Advance of Need: The Council 

may, from time to time, borrow in advance of need, where this is 

expected to provide the best long term value for money.  Since 

amounts borrowed will be invested until spent, the Council is aware 

that it will be exposed to the risk of loss of the borrowed sums, and the 

risk that investment and borrowing interest rates may change in the 

intervening period.  These risks will be managed as part of the 

Council’s overall management of its treasury risks. 

70. The total amount borrowed will not exceed the authorised borrowing 

limit of £260m.  The maximum period between borrowing and 

expenditure is expected to be two years, although the Council is not 

required to link particular loans with particular items of expenditure. 

71. Policy of Use of Financial Derivatives:  Councils have previously 

made use of financial derivatives embedded into loans and investments 

both to reduce interest rate risk (e.g. interest rate collars and forward 

deals) and to reduce costs or increase income at the expense of 

greater risk (e.g. LOBO loans and callable deposits).  The general 

power of competence in Section 1 of the Localism Act 2011 removes 

much of the uncertainty over Councils’ use of standalone financial 

derivatives (i.e. those that are not embedded into a loan or investment). 

72. The Council will only use standalone financial derivatives (such as 

swaps, forwards, futures and options) where they can be clearly 

demonstrated to reduce the overall level of the financial risks that the 

Council is exposed to. Additional risks presented, such as credit 

exposure to derivative counterparties, will be taken into account when 

determining the overall level of risk. Embedded derivatives, including 

those present in pooled funds, will not be subject to this policy, 

although the risks they present will be managed in line with the overall 

treasury risk management strategy. 
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73. Financial derivative transactions may be arranged with any 

organisation that meets the approved investment criteria.  The current 

value of any amount due from a derivative counterparty will count 

against the counterparty credit limit and the relevant foreign country 

limit. 

Financial Implications 

74. The budget for investment income in 2015/16 is £132,400, based on an 

average investment portfolio of £19.764m at an interest rate of 0.67%.  

The budget for debt interest paid in 2015/16 is £7.010m, based on an 

average debt portfolio of £211.837m at an average interest rate of 

3.31%.  (Details of HRA investment earnings and borrowing is given in 

the HRA Business Plan 2014-2044, Appendix 6.2.)  If actual levels of 

investments and borrowing, and actual interest rates differ from those 

forecast, performance against budget will be correspondingly different. 

Other Options Considered 

75. The CLG Guidance and the CIPFA Code do not prescribe any 

particular treasury management strategy for local authorities to adopt.  

The Head of Finance, having consulted the Portfolio Holder for 

Resources, 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 below. 

Alternative Impact on income and 
expenditure 

Impact on risk management 

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

Interest income will be 
lower 

Lower chance of losses from 
credit related defaults, but 
any such losses will be 
greater 

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

Interest income will be 
higher 

Increased risk of losses from 
credit related defaults, but 
any such losses will be 
smaller 

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  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 

126



Annex A 
Arlingclose Economic & Interest Rate Forecast October 2014 

 

Underlying assumptions:  

 

1. The UK economic recovery has continued. Household consumption 

remains a significant driver, but there are signs that growth is becoming 

more balanced. The greater contribution from business investment 

should support continued, albeit slower, expansion of GDP throughout 

this year.  

 

2. We expect consumption growth to slow, given softening housing 

market activity, the muted outlook for wage growth and slower 

employment growth. The subdued global environment suggests there 

is little prospect of significant contribution from external demand. 

 

3. Inflationary pressure is currently low and is likely to remain so in the 

short-term. Despite a correction in the appreciation of sterling against 

the US dollar, imported inflation remains limited. We expect commodity 

prices will remain subdued given the weak outlook for global growth. 

 

4. 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. 

 

5. Nominal earnings growth remains weak and below inflation, despite 

large falls in unemployment, which poses a dilemma for the MPC. Our 

view is that spare capacity remains extensive. The levels of part-time, 

self-employment and underemployment are significant and indicate 

capacity within the employed workforce, in addition to the still large 

unemployed pool. Productivity growth can therefore remain weak in the 

short term without creating undue inflationary pressure. 

 

6. However, we also expect employment growth to slow as economic 

growth decelerates. This is likely to boost productivity, which will bear 

down on unit labour costs and inflationary pressure.  

 

7. In addition to the lack of wage and inflationary pressures, policymakers 

are evidently concerned about the bleak prospects for the Eurozone. 

These factors will maintain the dovish stance of the MPC in the 

medium term.  

 

8. The continuing repair of public and private sector balance sheets leave 

them sensitive to higher interest rates. The MPC clearly believes the 

appropriate level for Bank Rate for the post-crisis UK economy is 
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significantly lower than the previous norm. We would suggest this is 

between 2.5 and 3.5%. 

 

9. While the ECB is likely to introduce outright Quantitative Easing, fears 

for the Eurozone are likely to maintain a safe haven bid for UK 

government debt, keeping gilt yields artificially low in the short term. 

 

10. The probability of potential upside risks crystallising have waned a little 

over the past two months. The primary upside risk is a swifter recovery 

in the Eurozone. 

 

Forecast:  

11. Arlingclose continues to forecast the first rise in official interest rates in 

Q3 2015; general market sentiment is now close to this forecast. There 

is momentum in the economy, but inflationary pressure is benign and 

external risks have increased, reducing the likelihood of immediate 

monetary tightening.  

12. We project a slow rise in Bank Rate. The pace of interest rate rises will 

be gradual and the extent of rises limited; we believe the normalised 

level of Bank Rate post-crisis to range between 2.5% and 3.5%. 

13. The short run path for gilt yields is flatter due to the deteriorating 

Eurozone situation. We project gilt yields on an upward path in the 

medium term. 
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Annex B 
Existing Investment & Debt Portfolio Position 
 

 31.12.14 

Actual Portfolio 

£m 

31.12.14 

Average Rate 

% 

External Borrowing:  

PWLB – Fixed Rate 

Total External Borrowing 

211.837 

211.837 

 

3.31% 

3.31% 

Other Long Term Liabilities: 

Finance Leases 

 

0.626 

 

Total Gross External Debt 212.463  

Investments: 

Short-term investments 

Pooled Fund (Money Market Funds)s 

 

27.330 

13.650 

 

0.53% 

0.38% 

Total Investments 40.980 0.48% 

Net Debt  171.483  

 

Mortgage and other loans rate 
 
Schedule 16 of the Housing Act 1985 specifies that Councils must set the 
interest rate on mortgages arranged since October 1985 on an annual basis.  
Councils are required to charge the higher of: 
 

i. The Standard National Rate, which is set by the Secretary of State 
(currently 3.13%), or, 

ii. The applicable local average rate, based on the Council’s own 
borrowing costs and a small percentage (0.25%) for administration.  

 
The interest rate chargeable is therefore 3.56%. 
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Annex C 

Prudential Indicators 2015/16 

The Local Government Act 2003 requires the Council to have regard to the 

Chartered Institute of Public Finance and Accountancy’s ‘Prudential Code for 

Capital Finance in Local Authorities’ (the Prudential Code) when determining 

how much money it can afford to borrow. The objectives of the Prudential 

Code are to ensure, within a clear framework, that the capital investment 

plans of Councils are affordable, prudent and sustainable, and that treasury 

management decisions are taken in accordance with good professional 

practice. To demonstrate that the Council has fulfilled these objectives, the 

Prudential Code sets out the following indicators that must be set and 

monitored each year. 

Estimates of Capital Expenditure 

The Council’s planned capital expenditure and financing may be summarised 

as follows.   

Capital Expenditure and 

Financing 

2014/15 

Revised 

£000 

2015/16 

Estimate 

£000 

2016/17 

Estimate 

£000 

2017/18 

Estimate 

£000 

General Fund 3,708 5,840 1,863 1,812 

HRA 24,813 26,772 19,463 17,506 

Total Expenditure 28,521 32,612 21,326 19,318 

Capital Receipts (5,072) (3,217) (1,979) (1,409) 

Government Grants (5,962) (3,038) (487) (487) 

Major Repairs Reserve (13,518) (11,270) (11,431) (11,572) 

Revenue (2,793) (13,315) (6,865) (5,558) 

Borrowing * (1,176) (1,772) (564) (292) 

Leasing and PFI 0 0 0 0 

Total Financing (28,521) (32,612) (21,326) (19,318) 

 

*Currently envisaged to be met by internal borrowing. 

Further detail is provided in the Capital Programme 2014/15 to 2019/20 report 

to Cabinet on 29 January 2015 and Council on 6 February 2015. 
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Estimates of Capital Financing Requirement 

The Capital Financing Requirement (CFR) measures the Council’s underlying 

need to borrow for a capital purpose.  

Capital Financing 

Requirement 

31.03.15 

Revised 

£m 

31.03.16 

Estimate 

£m 

31.03.17 

Estimate 

£m 

31.03.18 

Estimate 

£m 

General Fund 28.592 40.745 41.030 41.143 

HRA 198.307 187.370 187.370 187.370 

Total CFR 226.899 228.115 228.400 228.513 

 

The CFR is forecast to rise by £1.6m over the next three years as capital 

expenditure financed by debt outweighs resources put aside for debt 

repayment. 

Gross Debt and the Capital Financing Requirement 

In order to ensure that over the medium term debt will only be for a capital 

purpose, the Council should ensure that debt does not, except in the short 

term, exceed the total of capital financing requirement in the preceding year 

plus the estimates of any additional capital financing requirement for the 

current and next two financial years. This is a key indicator of prudence. 

Debt 

31.03.15 

Revised 

£m 

31.03.16 

Estimate 

£m 

31.03.17 

Estimate 

£m 

31.03.18 

Estimate 

£m 

Borrowing 211.837 211.837 211.837 211.837 

Finance leases 0.626 0.194 0.084 0.084 

PFI liabilities  0 0 0 0 

Total Debt 212.463 212.031 211.921 211.921 

 

Total debt is expected to remain below the CFR during the forecast period. 
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Operational Boundary for External Debt:  

The operational boundary is based on the Council’s estimate of most likely 

(i.e. prudent but not worst case) scenario for external debt. It links directly to 

the Council’s estimates of capital expenditure, the capital financing 

requirement and cash flow requirements, and is a key management tool for in-

year monitoring.  Other long-term liabilities comprise finance lease, Private 

Finance Initiative and other liabilities that are not borrowing but form part of 

the Council’s debt. 

Operational Boundary 

2014/15 

Revised 

£m 

2015/16 

Estimate 

£m 

2016/17 

Estimate 

£m 

2017/18 

Estimate 

£m 

Borrowing 248.0 251.0 253.0 255.0 

Other long-term liabilities 1.5 1.5 1.5 1.5 

Total Debt 249.5 252.5 254.5 256.5 

 

Authorised Limit for External Debt:  

The authorised limit is the affordable borrowing limit determined in compliance 

with the Local Government Act 2003.  It is the maximum amount of debt that 

the Council can legally owe.  The authorised limit provides headroom over 

and above the operational boundary for unusual cash movements. 

Authorised Limit 

2014/15 

Revised 

£m 

2015/16 

Estimate 

£m 

2016/17 

Estimate 

£m 

2017/18 

Estimate 

£m 

Borrowing 250.0 255.0 260.0 265.0 

Other long-term liabilities 5.0 5.0 5.0 5.0 

Total Debt 255.0 260.0 265.0 270.0 

 

Ratio of Financing Costs to Net Revenue Stream:  

This is an indicator of affordability and highlights the revenue implications of 

existing and proposed capital expenditure by identifying the proportion of the 

revenue budget required to meet financing costs, net of investment income. 

Ratio of Financing Costs to 

Net Revenue Stream 

2014/15 

Revised 

% 

2015/16 

Estimate 

% 

2016/17 

Estimate 

% 

2017/18 

Estimate 

% 

General Fund 6.05 5.61 3.48 3.24 

HRA 10.93 10.99 12.35 12.02 
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Incremental Impact of Capital Investment Decisions: 

This is an indicator of affordability that shows the impact of capital investment 

decisions on Council Tax and housing rent levels. The incremental impact is 

the difference between the total revenue budget requirement of the current 

approved capital programme and the revenue budget requirement arising 

from the capital programme proposed. 

Incremental Impact of Capital 

Investment Decisions 

2015/16 

Estimate 

£ 

2016/17 

Estimate 

£ 

2017/18 

Estimate 

£ 

General Fund - increase in annual band D 

Council Tax 
54.99 21.87 21.64 

HRA - increase in average weekly rents 24.50 12.81 10.23 

 

Adoption of the CIPFA Treasury Management Code:  

Full Council approved the adoption of the Chartered Institute of Public 

Finance and Accountancy’s ‘Treasury Management in the Public Services: 

Code of Practice’ at its meeting on 10 February 2010. 
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Annex D  
Annual Minimum Revenue Provision Statement 2015/16 

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

resources to repay that debt in later years.  The amount charged to the 

revenue budget for the repayment of debt is known as Minimum Revenue 

Provision (MRP), although there has been no statutory minimum since 2008. 

The Local Government Act 2003 requires the Council to have regard to the 

Department for Communities and Local Government’s ‘Guidance on Minimum 

Revenue Provision’ (the CLG Guidance) most recently issued in 2012. 

The broad aim of the CLG Guidance is to ensure that debt is repaid over a 

period that is either reasonably commensurate with that over which the capital 

expenditure provides benefits, or, in the case of borrowing supported by 

Government Revenue Support Grant, reasonably commensurate with the 

period implicit in the determination of that grant. 

The CLG Guidance requires the Council to approve an Annual MRP 

Statement each year, and recommends a number of options for calculating a 

prudent amount of MRP.  The following statement only incorporates options 

recommended in the Guidance. 

For capital expenditure incurred before 1 April 2008, and for supported capital 

expenditure incurred on or after that date, MRP will be determined in 

accordance with the former regulations that applied on 31st March 2008.  For 

Harlow Council, the adjusted Capital Financing Requirement upon which the 

MRP is calculated is negative in each year prior to April 2008. The MRP on 

this portion of CFR is therefore zero.  (Option 1 in England & Wales) 

For unsupported capital expenditure incurred after 31 March 2008, MRP will 

be determined by charging the expenditure over the expected useful life of the 

relevant assets in equal instalments, starting in the year after the asset 

becomes operational.  (Option 3 in England and Wales) 

For assets acquired by finance leases, MRP will be determined as being 

equal to the element of the rent or charge that goes to write down the balance 

sheet liability. 

No MRP will be charged in respect of assets held within the Housing Revenue 

Account. 

Capital expenditure incurred during 2015/16 will not be subject to a MRP 

charge until 2016/17. 

Based on the Council’s estimate of its Capital Financing Requirement on 31 

March 2015, the budget for MRP has been set as follows: 

 31.03.2015 2015/16 
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Estimated CFR 

£m 

Estimated MRP 

£ 

Capital expenditure before 01.04.2008 5.455 0 

Capital expenditure after 31.03.2008 220.818 121,000 

Finance leases 0.626 432,000 

Total 226.899 552,000 
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Annex E 
Approved Counterparty List 
 
Introduction 
 
As part of the service provided by the Council’s treasury management 
advisors, Arlingclose Ltd provide a formal update of the approved 
counterparty list (also referred to as the Lending List) on a weekly basis.  This 
has been reconciled by the Council’s advisors against credit developments 
sourced from Bloomberg.  Arlingclose also provides an ongoing service of 
sending information as news develops with clear recommendations.  The 
Head of Finance, or his representative, will then consider what action to take 
in light of this information and provide clear instructions to those colleagues 
authorised to deal on behalf of the Council.  
 
There are instances where the Council’s local Treasury Management Support 
Strategy is more cautious in terms of, for example, the maximum period to 
which money may be lent to a counterparty.  Conversely, there are instances 
where the Council’s treasury advisors recommend a shorter period of 
investment to specific organisations.  Officers therefore are instructed to deal 
with counterparties using the shorter of the two maximum periods expressed 
on the Lending List. 
 
There are instances where senior officers will separately determine 
investments for a shorter period than the maximum allowed because of 
adverse news about an institution which causes concern. 
 
Arlingclose has recommended that the Council diversies its investment 
portfolio.  The Council’s expectation is to have available for investments in a 
range of £19m to £38m (average £29m).  The flow of cash through the 
Council’s bank accounts is uneven and therefore a proportion of cash needs 
to be liquid (i.e. is immediately available to pay bills).   Typically at least 50% 
of the Council’s cash will be held in liquid investments although this 
percentage is set to reduce as HRA cash balances accumulate for future 
scheduled debt repayment.   
 
The remainder may be invested for a longer period of time but around the 
date when the Council will carry only £17.6m (March 2016) will seek to place 
no more than £9m.  
 
The Council needs to exercise caution in investing in Property Funds, where 
to gain the benefit from the asset class it is recommended the investment is 
held over a long period.  The forward forecast indicates a lower cash balance 
at the year end, 2016/17.  This suggests that no more than £5m should be 
invested through this instrument. 
 
The following tables show the Lending List issued by Arlingclose on 2 January 
2015 and therefore operable from the week commencing 5 January. These 
are given by way of example.  The accompanying text explains the rationale 
behind local Treasury Management Policy. 
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Sovereign List of Institutions 
 
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. 
 
There are three credit rating agencies: Fitch, Moody’s and Standard & Poors.   
 
These agencies have given a triple-A (AAA) credit rating to the following countries (as at 31 December 2014). 

- Australia 
- Canada 
- Germany 
- Singapore 
- Sweden 
- Switzerland 

 
The United Kingdom lost its AAA rating during 2013, however the Council still is committed to invest in any UK Bank which has a 
credit rating of A(-) and above. 
 
The maximum duration for investments will be the shorter of the “Arlingclose Maximum Recommended Duration” or the Council’s 
“Maximum Investment Period”.  
 
The limits of £4m for each counterparty (£5m for a Group) have been established as representing, broadly, 10% of the Council’s 
maximum investment balances for 2015/16 (rounded to £40m). 
 
As an exception the Council will invest up to £4m (£6m over the Council’s Christmas period) with its bankers, Barclays Bank plc, in a 
Business Reserve account.  This provides overnight deposits and is an efficient way of managing short term cash balances without 
the expense of transfer costs. 
 
The maximum investment in unrated building societies will be increased from £1m in total to £4m in total (therefore allowing, for 
example, four £1m investments with unrated societies).  
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Investments with these counterparties may be in a range of instruments. 
 
The Council will amend the maximum duration it may invest in counterparties in line with Arlingclose’s recommendation.  Investments 
with counterparties and the period of such investments will remain at the discretion of the Head of Finance or his representative. 
 
 

HARLOW COUNCIL - APPROVED COUNTERPARTY LIST As at: 02/01/2015             

Name COUNTRY 

Moody's 
Long-Term 

Ratings 

Fitch 
Long-
Term 
Rating 

S&P 
Long-
Term 
Rating 

Arlingclose 
Maximum 

Recommended 
Duration 

Council Specific Limits 

Individual 
Cash Limit (£) 

Group Cash 
Limit (£/%) 

Max 
Investment 
period 

COMMONWEALTH OF AUSTRALIA AU Aaa AAA AAAu         

AUST AND NZ BANKING GROUP AU Aa2 AA- AA- 6 Months 4m   6 months 

COMMONWEALTH BANK OF AUSTRAL AU Aa2 AA- AA- 6 Months 4m   6 months 

NATIONAL AUSTRALIA BANK LTD AU Aa2 AA- AA- 6 Months 4m   6 months 

WESTPAC BANKING CORP AU Aa2 AA- AA- 6 Months 4m   6 months 

GOVERNMENT OF CANADA CA Aaa AAA AAA         

BANK OF MONTREAL CA Aa3 AA- A+ 6 Months 4m   6 months 

BANK OF NOVA SCOTIA CA Aa2 AA- A+ 6 Months 4m   6 months 

CAN IMPERIAL BK OF COMMERCE CA Aa3 AA- A+ 6 Months 4m   6 months 

ROYAL BANK OF CANADA CA Aa3 AA AA- 6 Months 4m   6 months 

TORONTO-DOMINION BANK CA Aa1 AA- AA- 6 Months 4m   6 months 

REPUBLIC OF FINLAND FI Aaa AAA AA+         
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NORDEA BANK FINLAND ABP FI Aa3 AA- AA- 6 Months 4m   6 months 

POHJOLA BANK OYJ-A SHS FI Aa3 A+ AA- 6 Months 4m   6 months 

UNITED KINGDOM GB Aa1 AA+ AAAu         

BANK OF SCOTLAND PLC GB A1 A A 6 Months 4m 
5m 

6 months 

LLOYDS BANK PLC GB A1 A A 6 Months 4m 6 months 

BARCLAYS BK PLC-ADR C GB A2 A A 100 Days 4m   6 months 

CLOSE BROTHERS LTD GB A3 A   100 Days 4m   100 Days 

GOLDMAN SACHS INTERNATIONAL GB A2 A A 100 Days 4m   6 months 

HSBC BANK PLC GB Aa3 AA- AA- 6 Months 4m   6 months 

LEEDS BUILDING SOCIETY GB A3 A-   100 Days 1m 

£1m total 
including 
Other 
Building 
Societies  100 Days 

NATIONWIDE BUILDING SOCIETY GB A2 A A 6 Months 4m   6 months 

SANTANDER UK PLC GB A2 A A 6 Months 2m   3 months 

STANDARD CHARTERED BANK GB A1 AA- A+ 6 Months 4m   6 months 

UNRATED BUILDING SOCIETIES         0       

CUMBERLAND BUILDING SOCIETY GB       100 Days 1m 

  

12 months 

SCOTTISH BUILDING SOCIETY GB       100 Days 1m 12 months 

VERNON BUILDING SOCIETY GB       100 Days 1m 12 months 

DARLINGTON BUILDING SOCIETY GB       100 Days 1m 

£1m total 

12 months 

FURNESS BUILDING SOCIETY GB       100 Days 1m 12 months 

HARPENDEN BUILDING SOCIETY GB       100 Days 1m 12 months 

HINCKLEY & RUGBY BUILDING SOCIETY GB       100 Days 1m 12 months 

LEEK UNITED BUILDING SOCIETY GB       100 Days 1m 12 months 

LOUGHBOROUGH BUILDING SOCIETY GB       100 Days 1m 12 months 
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MANSFIELD BUILDING SOCIETY GB       100 Days 1m 12 months 

MARKET HARBOROUGH BUILDING SOCIETY GB       100 Days 1m 12 months 

MARSDEN BUILDING SOCIETY GB       100 Days 1m 12 months 

MELTON MOWBRAY BUILDING SOCIETY GB       100 Days 1m 12 months 

NEWBURY BUILDING SOCIETY GB       100 Days 1m 12 months 

TIPTON & COSELEY BUILDING SOCIETY GB       100 Days 1m 12 months 

NATIONAL COUNTIES BUILDING SOCIETY GB       100 Days 1m 12 months 

FEDERAL REPUBLIC OF GERMANY GE Aaa AAA AAAu         

DEUTSCHE BANK AG-REGISTERED GE A3 A+ A 100 Days 4m   6 months 

LANDESBANK HESSEN-THURINGEN GE A2 A+ A 100 Days 4m   100 days 

REPUBLIC OF SINGAPORE SI Aaa AAA AAAu         

DBS BANK LTD SI Aa1 AA- AA- 6 Months 4m   6 months 

OVERSEA-CHINESE BANKING CORP SI Aa1 AA- AA- 6 Months 4m   6 months 

UNITED OVERSEAS BANK LTD SI Aa1 AA- AA- 6 Months 4m   6 months 

KINGDOM OF SWEDEN SW Aaa AAA AAAu         

SVENSKA HANDELSBANKEN-A SHS SW Aa3 AA- AA- 6 Months 4m   6 months 

SWISS CONFEDERATION SZ Aaa AAA AAAu         

CREDIT SUISSE AG SZ A1 A A 100 Days 4m   6 months 

 
Pooled Funds: Money Market Funds 
 
The Council’s investment balances are required to incorporate a larger than normal level of liquidity at the current time because it 
holds substantial ‘Programme of Development’ (POD) fund balances, which are usable by a number of the area’s local councils 
(including Harlow Council), potentially at short notice.  Because Money Market Funds (MMFs) are inherently secure (carrying the 
highest AAA rating) and each fund provides a wide spread of investments, MMFs represent a secure investment option, whilst 
providing immediate access to funds (thus meeting liquidity requirements) and can deliver competitive yields. 
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Therefore, taking account of practical cashflow management circumstances, the following limitations have been set for the use of 
MMFs: 
 

- Overall exposure to MMFs as a whole be limited to £20,000,000, representing approximately 50% of the maximum cash in 
hand anticipated during 2015/16. 

 
- The Council currently has a relationship with seven MMFs.  It spreads its investments across those giving the greatest yield 

subject to a maximum of £4m per Fund. 
 

- Exposure should be limited to 0.5% of a given Money Market Fund’s size. Exposure to Government Money Market Funds being 
limited to 2% of their size given the nature of these funds.  

 

          Council Specific Limits 
Money Market Funds used by Harlow Place of 

Domicile 
Moody's Long-
Term Ratings 

Fitch Long-
Term Rating 

S&P Long-Term 
Rating Individual Cash Limit 

(£) 
Group Cash Limit 
(£) 

BLACKROCK  IR Aaa-mf   AAAm 4m 

20m 

FEDERATED INVESTORS (UK) GB Aaa-mf AAAmmf AAAm 4m 

GOLDMAN SACHS ASSET MANAGEMENT IR Aaa-mf AAAmmf AAAm 4m 

IGNIS ASSET MANAGEMENT  IR   AAAmmf AAAm 4m 

INSIGHT INVESTMENTS  IR   AAAmmf AAAm 4m 

INVESCO AIM  IR Aaa-mf AAAmmf AAAm 2m 

MORGAN STANLEY INVESTMENT MANAGEMENT IR Aaa-mf AAAmmf AAAm 4m 

 
The Council may in addition invest cash in Property Funds.  These are only used if opportunities arise for long-term investments to be 
made.  The current maximum amount to be invested in any single fund would be £5m (excluding any accumulated investment 
returns). 
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Local Authorities 
 
The Council is prepared to invest with any local authority not just those that have sought and have been assigned a credit rating.   
 

          

Council Specific 
Limits 

Local Authority Country Moody's 
Long-Term 
Ratings 

Fitch Long-
Term 
Rating 

S&P Long-
Term 
Rating Individual 

Cash 
Limit 
(£/%) 

Group 
Cash 
Limit 
(£/%) 

Max 
Investment 
period 

GREATER LONDON AUTHORITY GB     AA+ 5m   364 days 

LANCASHIRE COUNTY COUNCIL GB Aa2           

TRANSPORT FOR LONDON GB Aa2 AA AA+       

CORNWALL CC GB Aa1           

GUILDFORD BC GB Aa1           

KENSINGTON & CHELSEA RBC GB     AAA       

WANDSWORTH LBC GB   AA+         

WOKING BC GB     A       

     
      

These are those LAs with credit ratings, for information. Arlingclose are comfortable with Harlow investing with any UK LA, not just this 
list.       
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Annex F  
Reporting Arrangements 
 
This Council will adopt the following reporting arrangements in accordance 
with the requirements of the revised CIPFA Code: - 
 

Area of Responsibility 
Council/ Committee/ 
Officer 

Frequency 

Treasury Management Policy 
Statement (revised) 

Full Council 
Formally adopted Feb 
2010 (incorporated within 
subsequent TMSS reports) 

Treasury Management Strategy 
/ Annual Investment Strategy / 
MRP policy 

Full Council 
Annually before the start of 
the financial year 

Treasury Management Strategy 
/ Annual Investment Strategy / 
MRP policy – mid-year review 

Full Council Mid-year 

Treasury Management Strategy 
/ Annual Investment Strategy / 
MRP policy  – updates or 
revisions at other times  

Full Council 

Only following significant 
events (e.g. substantial 
changes to Codes of 
Practice) and where 
normal reporting 
arrangements are not 
timely in relation to the 
change. 

Annual Treasury Management 
Outturn Report 

Full Council 
Annually by 30 September 
after the end of the 
financial year 

Treasury Management 
Monitoring Reports 

Portfolio Holder for 
Resources 

Monthly 

Treasury Management 
Practices 

Portfolio Holder for 
Resources 

Annually 

Scrutiny of Treasury 
Management Strategy 

Cabinet Overview 
Working Group (+ 
Audit & Standards 
Committee as may be 
required) 

Annually before the start of 
the year 

Scrutiny of treasury 
management performance 

Portfolio Holder for 
Resources, Cabinet 
Overview Working 
Group (+ Audit & 
Standards Committee, 
as may be required) 

As incorporated within 
Annual Treasury 
Management Outturn 
report  
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Annex G 
Treasury Management Scheme of Delegation 
 
(i) Full Council 
 

- receiving and reviewing reports on treasury management policies, 
practices and activities; 
- approval of annual strategy. 

 
(ii) Cabinet 
 

- review of/ amendments to the Council’s adopted clauses and Treasury 
Management Strategy Statement and making associated 
recommendations to Full Council; 

- budget consideration and recommendation to Full Council; 
- approval of the division of responsibilities; 
- receiving ad hoc treasury management monitoring reports and acting 

on recommendations. 
 
(iii) Portfolio Holder for Resources 
 

- receiving and reviewing regular monitoring reports and making 
recommendations to Cabinet; 

- reviewing the treasury management policy and procedures and making 
recommendations to the Cabinet; 

- reviewing the treasury management practices; 
- approving the selection of external service providers and agreeing 

terms of appointment in conjunction with normal contract approval 
procedures. 

 
(iv) Section 151 Officer 
 

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

- setting treasury management practices; 
- submitting regular treasury management policy reports; 
- submitting budgets and budget variations; 
- receiving and reviewing management information reports; 
- reviewing the performance of the treasury management function; 
- ensuring the adequacy of treasury management resources, skills and 

training, and the effective division of responsibilities within the treasury 
management function; 

- ensuring the adequacy of internal audit, and liaising with external audit; 
- recommending the appointment of external service providers. 
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Annex H 
Credit Ratings Table 
 
The Credit Ratings Table has been included as an annex in order to assist 
with understanding of the ratings referred to within the TMSS.  Generally the 
Council will invest in ‘High Grade’ or ‘Upper Medium Grade’ investments. 
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Annex I 
Glossary of Terms and Definitions 
  
Bank Rate:  
The term ‘Bank Rate’ is ‘the official Bank Rate paid on commercial bank reserves’, i.e. 
reserves placed by commercial banks with the Bank of England as part of the Bank’s 
operations to reduce volatility in short term interest rates in the money markets.  
Previously referred to as “repo rate” this term has been replaced as a result of the 
change in terminology used by the Bank of England as from May 2006   
 
Base Rate:  
The term Base Rate refers to the rate which is set by each high street bank; it is the key 
foundational rate on which they each base all their various lending rates to customers. It 
is normally set at the same rate as the Bank Rate (q.v.) and changes in line with, and 
very soon after changes in Bank Rate. 
 
BRRD: ‘Bank Recovery and Resolution Directive’ 
 
 
CD:  see ‘Certificate of deposit'. 
 
CDS: see ‘Credit Default Swaps’ 
 
CFR:  see ‘Capital Financing Requirement’  
 
CP: see ‘Commercial paper'. 
 
CRA:  see ‘Credit Rating Agency’. 
 
Call Account: ‘Call account' is a bank deposit where funds can be withdrawn at any 
time. 
 
Callable Deposit 
Placing a deposit with a bank or building society at a set rate for a set amount of time. 
However, the borrower has the right to repay the funds on pre agreed dates before 
maturity. This decision is based upon how market rates have moved since the deal was 
agreed. If rates have fallen, the likelihood of the deposit being repaid rises, as cheaper 
money can be found by the borrower.  
 
Capital Financing Requirement 
The Capital Financing Requirement reflects the Council’s underlying need to borrow for 
capital purposes.  Thus, if new capital expenditure is incurred and not financed from 
sources other than by borrowing, the CFR will increase by the amount of that 
expenditure.  Borrowing, up to the value of the CFR, may be either from internal cash 
balances or externally, such as from the Public Works Loan Board (q.v.).   
 
Certificate of Deposit  
A certificate of deposit is an unsecured investment issued by a bank or building society 
which is a fixed deposit, giving a guaranteed interest return.  These differ from term 
deposits in that the lender is not obliged to hold the investment through to maturity and 
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may realise the cash by selling the CD into an active secondary market.   This may be 
useful in instances where the counterparty receives a downgraded credit rating, or the 
investor encounters an unexpected cashflow issue.  CDs are obtained through 
specialist brokers who deal through the primary and secondary market.  CDs offer 
liquidity and greater access to counterparties who do not trade in term deposits. 
 
CIPFA Treasury Management Code of Practice 
This represents official practitioners’ guidance, which is produced by CIPFA (the 
Chartered Institute of Public Finance and Accountancy).  The government expects 
Councils and other public service authorities to adopt and comply with the code.  The 
recommendations made in the Code provide a basis for all these public service 
organisations to create clear treasury management objectives and to structure and 
maintain sound treasury management policies and practices. 
 
Commercial Paper 
Short-term obligations with maturities ranging from 2 to 270 days issued by banks, 
corporations and other borrowers. Such instruments are unsecured and usually 
discounted, although some may be interest bearing. 
 
Corporate Bond 
Strictly speaking, corporate bonds are those issued by companies. However, the term is 
used to cover all bonds other than those issued by governments in their own currencies 
and includes issues by companies, supranational organisations and government 
agencies 
 
Counterparty 
A counterparty is a party with which a transaction is done. 
 
CPI:  Consumer Prices Index 
 
Credit Default Swaps 
A CDS is a contract between two counterparties in which the buyer of the contract 
makes quarterly payments to the seller of the contract in exchange for a payoff if there 
is a credit event (e.g. default) of the reference entity (i.e. the third party on whom the 
contract is based).  The contract essentially provides a means of insurance to the buyer 
of the CDS against default by a borrower.  The “spread” (effectively the premium paid 
by the CDS buyer) provides an indication of the perceived risk of a default occurring. 
 
Credit Rating 
A credit rating is an estimate of the quality of a debt from the lender viewpoint in terms 
of the likelihood of interest and capital not being paid and of the extent to which the 
lender is protected in the event of default. 
 
An individual, a firm or a government with a good credit rating can borrow money from 
financial institutions more easily and cheaply than those who have a bad credit rating. 
 
Credit Ratings are evaluated by Credit Rating agencies (q.v.). 
 
Credit rating agency 
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‘Credit rating agency', or ‘rating agency', or CRA, is a firm that issues opinions on 
companies' ability to pay back their bonds.  These opinions are often abbreviated on an 
alphanumeric scale ranging from AAA to C (or equivalent).  The three CRAs used by 
the Council are Fitch, Moody's and Standard and Poor's. 
 
 
DCLG:  Department for Communities and Local Government 
 
DMADF:  see ‘Debt Management Agency Deposit Facility’ 
 
DMO:  see ‘Debt Management Office’ 
 
Dealing 
Is the process of carrying out transactions with a counterparty (q.v.), including agreeing 
the terms of an investment.  This is usually conducted through a broker. 
 
Debt Management Agency Deposit Facility 
Deposit Account offered by the Debt Management Office (q.v.), guaranteed by the UK 
government.   
 
Debt Management Office 
The Debt Management Office (DMO) is an executive agency of HM Treasury 
responsible for carrying out the government's debt management policy and managing 
the aggregate cash needs of the Exchequer. It is also responsible for lending to local 
authorities and managing certain public sector funds. 
 
Derivative 
A contract whose value is based on the performance of an underlying financial asset, 
index or other investment. e.g. an option is a derivative because its value changes in 
relation to the performance of an underlying stock. 
 
 
ECB:  European Central Bank 
 
Equity 
A share in a company with limited liability. It generally enables the holder to share in the 
profitability of the company through dividend payments and capital gain.  
 
EU:  European Union  
 
 
Fed:  The Federal Reserve (US) 
 
FLS:  Funding for Lending Scheme 
 
Floating Rate Notes 
Bonds on which the rate of interest is established periodically with reference to short-
term interest rates 
 
Forward Deal 
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The act of agreeing today to deposit funds with an institution for an agreed time limit, on 
an agreed future date, at an agreed rate.  
 
Forward Deposits:  see ‘forward deal’  
 
Fund Manager 
The individual responsible for making decisions related to any portfolio of investments 
in accordance with the stated goals of the fund. 
 
 
GDP: Gross Domestic Product 
 
Gilt 
Registered British government securities giving the investor an absolute commitment 
from the government to honour the debt that those securities represent. 
 
Gilt Funds 
Pooled fund investing in bonds guaranteed by the UK government.  
 
 
HRA:  Housing Revenue Account 
 
HRACFR:  Housing Revenue Account Capital Financing Requirement 
 
iTraxx benchmark 
A group of international credit derivative indexes that are monitored by the International 
Index Company (IIC). The credit derivatives market that iTraxx provides allows parties 
to transfer the risk and return of underlying assets from one party to another without 
actually transferring the assets. iTraxx indexes cover credit derivatives markets in 
Europe, Asia and Australia. 
 
 
Lender Option Borrower Option 
‘Lender Option Borrower Option’ (LOBO) is a floating rate instrument which allows the 
lender to designate an adjustment rate at periodic reset dates and lets the borrower 
decide whether to pay the rate or redeem the bond. 
 
Liquidity 
Liquidity refers to an asset that can be turned into cash or the ability to quickly sell or 
buy an asset 
 
LIBID: see ‘London Interbank Bid Rate’ 
 
LIBOR: see ‘London Interbank Offer Rate’  
 
LOBO:  see ‘Lender Option Borrower Option’ 
 
London Interbank Bid Rate 
The ‘London Interbank Bid Rate’ (LIBID) is the rate of interest at which first-class banks 
in London will bid for deposit funds. Often used as a benchmark for deposit rates. LIBID 
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is not fixed in the same way as LIBOR (q.v.), but is typically one-sixteenth to one-eighth 
of a per cent below LIBOR.  
 
London Interbank Offer Rate 
‘London Interbank Offer Rate' (LIBOR) is the interest rate which banks pay when 
lending to each other.  It is calculated at a specified time each day and based on what it 
would cost a panel of banks to borrow funds for various periods of time and in various 
currencies.  It then creates an average of the individual banks’ figures. 
 
 
MMF:  see ‘Money Market Fund’  
 
Money Market Fund 
Money Market Funds are mutual funds that invest in short-term debt instruments.  They 
provide the benefits of pooled investment, as investors can participate in a more diverse 
and high-quality portfolio than they otherwise could individually.  Like other mutual 
funds, each investor who invests in a money market fund is considered a shareholder of 
the investment pool, a part owner of the fund.  Money market funds are actively 
managed within rigid and transparent guidelines to offer safety of principal, liquidity and 
competitive sector-related returns.  It is very similar to a unit trust, however, in a MMF 
equities are replaced by cash instruments. Returns are typically around 1 month LIBID 
(q.v.), and the average maturity is generally below 60 days.  
 
MPC:  Monetary Policy Committee 
 
MRP:  Minimum Revenue Provision, for the repayment of debt. 
 
 
Open Ended Investment Companies (OEIC) 
Investment funds that partly resemble an investment trust and partly a unit trust.  Like 
investment trusts, they issue shares on the London Stock Exchange and invest money 
raised from shareholders in other companies. The term open-ended means that when 
demand for the shares rises the fund manager just issues more shares, instead of there 
being a rise in the share price.  The price of OEIC shares is determined by the value of 
the underlying assets of the fund.  
 
Other Bond Funds 
Pooled funds investing in a wide range of bonds.  
 
 
PWLB: see ‘Public Works Loan Board’  
 
Programme of Development 
The balance of Programme of Development funding (POD) represents monies received 
from Central Government for regeneration in the east of England, and is held by the 
Council on behalf of a Partnership comprising local councils and partners from the third 
and private sectors.  The funding was received after a series of successful bids by the 
Partnership. 
 
Public Works Loan Board 
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The Public Works Loan Board (PWLB) is a UK Government statutory body whose 
function is to lend money from the National Loans Fund to Councils and other public 
bodies and to collect the repayments. 
 
 
Rating Agency:  see ‘Credit Rating Agency’ 
 
Repo:  see ‘Repurchase Agreement’ 
 
Repurchase Agreement 
‘Repurchase agreement', or repo, is a contract where the seller of certain securities 
agrees to buy them back from the purchaser at a specified time for an agreed price.  
 
Reverse Gilt Repo 
This is a transaction as seen from the point of view of the party which is buying the gilts. 
In this case, one party buys gilts from the other and, at the same time and as part of the 
same transaction, commits to resell equivalent gilts on a specified future date, or at call, 
at a specified price. 
 
 
Sovereign Issues (Ex UK Gilts) 
Bonds issued or guaranteed by nation states, but excluding UK government bonds. 
 
Supranational Bonds 
Bonds issued by supranational bodies, e.g. European Investment Bank. These bonds – 
now known as Multilateral Development Bank bonds – are generally AAA rated and 
behave similarly to gilts, but pay a higher yield (“spread”) given their relative illiquidity 
when compared with gilts. 
 
 
T-bills: see ‘Treasury Bills’. 
 
Term Deposit 
(or 'Time deposit') is a generic term for a bank deposit where funds cannot be 
withdrawn for a fixed period of time.  The lender receives a fixed rate of interest.  These 
are unsecured investments and place the lender at risk of bail-in should this occur 
during the term of the investment. 
 
Time Deposit:  see ‘Term Deposit’  
 
Treasury Bills 
Treasury bills are a AAA/AA+ rated, short-dated form of Government debt, issued by 
the Debt Management Office (q.v.), via a weekly tender, on a Friday.  Lenders would 
use the services of a specialist broker to access the market.  These usually have a 
maturity of one, three or six months and provide a return to the investor by virtue of 
being issued at a discount to their final redemption value.  There is also an active 
secondary market for T-bills which means that lending may be available for a range of 
dates.  Interest rates tend to be higher than the DMADF (q.v.).  
 
Treasury Management Strategy 
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This is the Council’s overall policy and framework by which it will carry out that policy in 
relation to its borrowing and investment needs in the coming financial year. 
 
Treasury Management Policy Statement 
This is the Council’s statement of intention in respect of its treasury management.  It is 
prescribed by the CIPFA Treasury Management Code of Practice (q.v.). 
 
 
Variable Rate Asset Value 
‘Variable Rate Asset Value’ (VNAV) occurs where the net asset value, or principal sum, 
invested may change depending on trading conditions.  The value is calculated at the 
end of the business day based on the value of investments less any liabilities divided by 
the number of shares outstanding.  With investments carrying this attribute, the capital 
sum invested may not be equal to the capital sum repaid. 
 
VNAV:  see ‘Variable Net Asset Value’. 
 
 
Weighted Average Maturity 
‘Weighted average maturity', or WAM, is used to measure interest rate risk.  WAM is 
calculated by taking the maturity of the underlying money market instruments held by 
the fund, weighted according to the relative holdings per instrument. 
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Annex J 
Background Papers 
 
The CIPFA Prudential Code for Capital Finance in Local Authorities (revised 2011) 
 
CIPFA’s Treasury Management in Public Services Code of Practice (revised 2011) 
 
DCLG’s Guidance on Local Government Investments (issued March 2010) 
 
HRA Business Plan 2014-2044 * 
 
Capital Programme 2014/15 – 2019/20 * 
 
Arlingclose Ltd treasury management advisory documents 
 
Treasury Management and Accounting records 
 
 
 

*These are separate reports submitted to Cabinet, 29 January 2015. 
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