16 February 2015

To all Members of Stroud District Council
You are hereby summoned to attend a Meeting of the STROUD DISTRICT
COUNCIL at 7.00 pm in the Council Chamber, Ebley Mill on Thursday, 26 February
2015.

David Hagg
Chief Executive

AGENDA

Please Note: This meeting will be filmed for live or subsequent
broadcast via the Council’s internet site (www.stroud.gov.uk). By
entering the Council Chamber you are consenting to being filmed. The
whole of the meeting will be filmed except where there are confidential
or exempt items, which may need to be considered in the absence of the
press and public.

1

APOLOGIES
To receive apologies for absence.

2

DECLARATIONS OF INTEREST
To receive declarations of interest.

3

MINUTES
To confirm and sign as a correct record the Minutes of Meetings held on
6 November 2014, 9 December 2014 and 29 January 2015.

4

ANNOUNCEMENTS
To receive announcements from the Chair of Council, the Leader and the Chief
Executive.
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5

PUBLIC QUESTION TIME
The Chairs of Committees will answer questions from members of the public
submitted in accordance with the Council’s procedures.
DEADLINE FOR RECEIPT OF QUESTIONS
Noon on Monday, 23 February 2015

6

7

Questions must be submitted in writing to the Chief Executive,
Democratic Services, Ebley Mill, Ebley Wharf, Stroud and sent by
post, by fax (01453 754957) or by Email:
democratic.services@stroud.gov.uk
MULTI SERVICE CONTRACT - ACQUISITION OF DEPOT
To receive an oral update regarding the above.
SETTING THE AMOUNT OF COUNCIL TAX FOR 2015/16 (Report to follow)
The Council Tax rates for 2015/16 cannot be finalised until Gloucestershire
County Council and the Gloucestershire Police and Crime Commissioner
give notification of their precepts for 2015/16.
The Police and Crime Panel accepted the Police and Crime Commissioner’s
proposed precept at their meeting on 5 February 2015. The County Council
meeting is on 18 February 2015. Formal notification of the precepts are not
expected until later and these will be circulated as soon as they are received.
This is an acceptable procedure given the timescales.
The Council Tax must be set by 11 March 2015. The time-scale from the
date the tax is set to the date the bills are posted is extremely tight. If the
deadlines are not met then the Council Tax cannot legally be collected from 1
April 2015.
A Recorded Vote will be taken on this item.

8

RECOMMENDATIONS FROM AUDIT AND STANDARDS COMMITTEE HELD
ON 3 FEBRUARY 2015 (reports attached)

8a
Title

Agenda
Item No
9

Chair of Audit and
Standards Committee
Councillor Nigel StuddertKennedy

Treasury Management
Strategy, Annual Investment
Strategy and Minimum
Revenue Provision Policy
Statement 2015/16
Audit and Standards Committee RECOMMENDS to Council:

1. To adopt the prudential indicators and limits for 2015/16 to 2017/18.
2. To approve the treasury management strategy 2015/16, and the treasury
prudential indicators.
3. To approve the investment strategy 2015/16, and the detailed criteria for
specified and non-specified investments.
4. To approve the Minimum Revenue Policy Statement 2015/16.
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8b
Title

Agenda
Item No
10

Chair of Audit and
Standards Committee
Internal Audit and Risk
Councillor Nigel StuddertManagement Shared Service
Kennedy
Audit and Standards Committee RECOMMENDS to Council:
(1) Have a Shared Internal Audit and Risk Management Service (“the
Service”) with effect from 1 April 2015 (or such other date as is agreed
between the Council, Gloucester City Council and Gloucestershire
County Council) as outlined in the report, SUBJECT TO:
(a)

(b)

the entering into of an Administrative Collaboration Agreement for
the Service with the partner authorities on terms approved by the
Strategic Head (Finance and Business Services); and
the formation of an Internal Audit and Risk Management Shared
Services Board involving the Section 151 officers from each of
the participating authorities, to oversee the implementation and
ongoing monitoring of the Service.

(2) Delegate its Internal Audit Function to Gloucestershire County Council
in accordance with the provisions of Section 101 of the Local
Government Act 1972.
9

MEMBERS’ QUESTIONS
See Agenda Item 5 for the submission deadline.

Date of next meeting
9 April 2015
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6 November 2014
7.00 pm – 9.15 pm
Council Chamber, Ebley Mill, Stroud
Minutes
Membership:
Liz Ashton
Martin Baxendale
Dorcas Binns
Tim Boxall
Chris Brine
Miranda Clifton
Nigel Cooper
June Cordwell
Doina Cornell
Gordon Craig
Karon Cross
Paul Denney
David Drew
Julie Douglass
Jonathan Edmunds
Colin Fryer
Chas Fellows
** = Chair of Council

P
P
P
P
P
P
P
P
A
P
P
P
P
P
P
P
A

Paul Hemming
Nick Hurst
Julie Job
Haydn Jones
John Jones
Stephen Lydon
John Marjoram
Russell Miles
Caroline Molloy
Stephen Moore
Dave Mossman
Keith Pearson
Elizabeth Peters
Simon Pickering
Gary Powell
Nigel Prenter
Mark Rees

* = Vice Chair of Council

Officers Present
Chief Executive
Legal Services Manager and
Monitoring Officer
Strategic Head (Customer Services)
CL.021

P
P
P
P
P
P
P
P
A
P
A
P
P
P
P
P
P

Lesley Reeves
Steve Robinson
Mattie Ross
Roger Sanders
Emma Sims
Paul Smith
Ken Stephens
Nigel Studdert-Kennedy
Brian Tipper
Geoff Wheeler
Martin Whiteside
Rhiannon Wigzell
Tim Williams
Tom Williams
Penny Wride
Debbie Young
1 vacancy

P = Present

A = Absent

Strategic Head (Finance & Business Services)
Interim Multi Service Contract Review Manager
Strategic Head (Corporate Services)
Democratic Services Officers

APOLOGIES

Apologies for absence were received from Councillors Diona Cornell, Chas Fellows,
Caroline Molloy, Dave Mossman, Lesley Reeves, Martin Whiteside and Tim
Williams.
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CL.022

DECLARATIONS OF INTEREST

Councillors Haydn Jones, Liz Peters, Emma Sims and Julie Job all disclosed
prejudicial interests in Agenda Item 7(d) because they were landlords and would
leave the chamber prior to discussion of the item, take no part in the discussion and
voting.
Councillors Liz Peters and Nigel Cooper disclosed other/personal interests in
Agenda Item 9 because they were both school governors. The Members of the
Development Control Committee abstained from voting (in line with the Planning
Code of Conduct).
CL.023

MINUTES

A typographical error was corrected to replace “repairing “ to “riparian“ on the third
line of the reply to the second supplementary question on page 3.
RESOLVED Subject to the above amendment, that the Minutes of the Meeting
held on 17 July 2014 are confirmed and signed as a correct
record.
CL.024

ANNOUNCEMENTS

Chair of Council
a. With great sadness, he announced that Councillor Paul Carter had died earlier in
the day. Members of the Council joined the Chair in paying tribute to the tireless
hard work, dedication, commitment and tenaciousness that Councillor Carter had
shown whilst representing the people in his ward and of the District. He would be
sadly missed. The Council stood for a minute’s silence in his memory.
b. Councillor Martin Baxendale was welcomed to his first Council meeting following
a by-election in August.
Leader of Council
a. The Boundary Review had been sent to the Boundary Commission.
b. The Canal Project had recently won two awards for the new stretch of canal at
Capels Mill, from the Campaign for the Protection of Rural England and the Canal
and River Trust. Congratulations were conveyed to all of those people who had
been involved.
c. The RSPCA had recently awarded the animal welfare team a Community Animal
Welfare Footprint (CAWF) for their excellent work in improving animal welfare
within the District.
d. The Dairy Crest plant at Stonehouse had been taken over by the Muller and
Wiseman Group.
e. Details were given of the Ambitions Event on 12 November 2014 at Stratford
Park Leisure Centre aimed at 13-14 year olds to enhance their knowledge of the
opportunities that may be available to them when seeking future employment.
CL.025

PUBLIC QUESTION TIME

There were none.
Council – 6 November 2014
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CL.026

BOUNDARY REVIEW

The Leader updated Members on the boundary review following meetings of a cross
party working group. The submitted proposal to the Boundary Commission
recommended 28 wards with 13 single member wards, 7 two member wards and 8
three member wards.
RESOLVED The update was noted.
CL.027

RECOMMENDATIONS FROM OTHER COMMITTEES

Environment Committee
(a)

Multi Service Contract Review

The Chair of Environment Committee presented the above report that had been
considered at its meeting on 4 September 2014, which sought approval of the
changes proposed on the design and delivery of the services included in the multi
service contract to operate from July 2016. Seventeen meetings of the Task and
Finish Group (T&FG) had been held, together with a site visit to UBICO. The group
had employed a specialist company to carry out consultation with a representative
sample of residents and had spoken to various stakeholders including the existing
contractor. The report had been unanimously accepted at Committee. During
debate Members congratulated the T&FG for their hard work.
Confirmation was given that the contract with UBICO would be reviewed annually
and that from research undertaken there had been no evidence from other
authorities that there had been an increase in fly tipping as a result of charging for
the collection of bulky items. The T&FG had discussed at great length the proposed
changes to the contract. In theory because of recycling the actual amount of
residual waste collection should be minimal.
Consultation had taken place via the telephone to a sample of residents across the
District and also to all Town and Parish Councils and all Members via email. A
budget of £50,000, matched pound for pound by the County Council would be
available for the first year for publicity.
On being put to the vote, the majority voted for the Motion with 2 abstentions.
RESOLVED 1. Refuse and Recycling
a) The current system of collecting dry recyclables remains
unchanged although if economical to do so plastic film and
bags will be added to collections.
b) A review of the use and need for the recycling bring sites
will be undertaken.
c) Collection rounds to be based on the most efficient
collection routes, not as now which is based on Town and
Parish boundaries.
d) Food waste to be collected weekly in caddies.
e) Residual waste to be collected fortnightly offsetting the
cost of weekly food collection.
Council – 6 November 2014
Minutes
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f) Wheeled bins will be used at most properties but black
bags will be provided to households whose property is
difficult to access. The upfront cost of the bins will be offset
by savings in the purchase of black bags.
g) An agreement is signed with the Joint Waste Committee
whereby the Council will receive an incentive payment based
on meeting targets to reduce waste sent to landfill. Based on
current projections of reducing waste to landfill that payment
would be at least £200,000.
2. Garden Waste
An opt-in chargeable garden waste collection service to be
introduced at a cost of around £36 per annum per wheeled
bin plus a one-off charge of £20 for the purchase of the bin.
Bags to be used if property has access difficulties. The
setting of charges to be delegated to the Strategic Head
(Customer Services) in consultation with Chair of
Environment Committee.
3. Bulky Waste
A £15 charge is introduced for the collection of three items
and that after twelve months a review be carried out to ensure
that costs are covered by income received. Changes to the
charge to be delegated to the Strategic Head (Customer
Services) in consultation with the Chair of the Environment
Committee.
4. Street Cleansing
Future service delivery is based on the slightly amended
schedule (Appendix A) to the report.
5. Grounds Maintenance
a) There are no significant changes to current service
delivery schedules.
b) There is a £10,000 reduction in the budget for the use of
fertilizers and herbicides.
6. Building Cleaning
The frequency of and the systems for cleaning of municipal
buildings be re-examined.
7. Implementation
In order to phase implementation of service changes
authority is delegated to the Strategic Head (Customer
Services), in consultation with the Chair of the Environment
Committee.
8. Preferred Supplier
With effect from 1 July 2016 the Council join the local
authority company, Ubico Ltd, as a shareholder and enter into
an agreement to deliver the contract.
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9. Depot
The Council, subject to a full cost-benefit analysis being
undertaken and presented to the Strategy and Resources
Committee, acquire its own depot.
10. Sale of Recyclables
The Council become responsible for the sale of recyclable
materials.
(b)

Multi Services Contract: UBICO Services Delivery Option: Governance
Issues

The Chair of Environment Committee outlined the above report that had been
agreed at Committee on 23 October 2014. Members attending Board Meetings in
the capacity of an observer was also discussed and would be considered by
UBICO.
On being put to the vote, the majority voted for the Motion with 2 abstentions.
RESOLVED (1)

(2)

(3)

Subject to (2) below to recommend to the Council that it
becomes a shareholder in UBICO Limited on the terms set
out in paragraph 2 of this report.
To approve the governance principles set out in paragraphs
4, 5 and 6, subject to the amendments in (3) of this report
and to delegate to the Strategic Head (Customer services) in
consultation with Legal Services Manager and the Chairman
of the Committee authority to agree the new Shareholders
Agreement and Articles of Association of UBICO Limited
provided that those documents do not deviate in any
material respect from those approved principles.
The Council expresses its view to the Company that
provision should be made in the new articles of association
and shareholders agreement for a nominated member of
each Local Authority Shareholder to be entitled to attend
meetings of the Board of Directors for the purpose of
observation only.

At 8.35 pm the meeting adjourned and reconvened at 8.45 pm.
Strategy and Resources Committee
(c)

Multi Services Contract – Depot Acquisition

The Chair of Strategy and Resources Committee presented the above report that
had been agreed at Committee on 30 October 2014. He proposed an amendment
to the resolution which was seconded by Councillor Paul Denney, which he felt
better reflected the views expressed by Members, but would allow time for a
suitable site to be leased or bought as follows:“Authority to be delegated to the Head of Asset Management (in consultation
with the Strategic Heads of Finance and Business Services and Customer
Services and after consideration of specific options by the Waste Services
Task and Finish Group and the Strategy and Resources Committee), to
Council – 6 November 2014
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acquire a depot site to support the multi-service contract on the most
favourable terms available.”
Members debated the options of buying or leasing a depot that had also been
discussed by the T&FG.
On being put to the vote, the majority voted for the Motion with 3 abstentions.
RESOLVED Authority to be delegated to the Head of Asset Management (in
consultation with the Strategic Heads of Finance and Business
Services and Customer Services and after consideration of
specific options by the Waste Services Task and Finish Group
and the Strategy and Resources Committee), to acquire a depot
site to support the multi-service contract on the most favourable
terms available.
(d)

Council Tax Discount from April 2015

The Chair of Strategy and Resources Committee outlined the above report that had
been agreed at Committee on 30 October 2014. Based on the proposed change,
the Council’s General Fund would benefit by £30,000 per annum.
On being put to the vote, the majority voted for the Motion.
RESOLVED To level of discount for Class C empty properties be set at 25%
for the 6 months’ period.
(e)

Local Council Tax Support Scheme

The Chair of Strategy and Resources Committee outlined the above report that had
also been agreed at Committee on 30 October 2014. On being put to the vote, the
vote was unanimous.
RESOLVED To adopt the current Local Scheme as the scheme for Stroud
District Council for the period 1 April 2015 to 31 March 2016.
CL.028

NOTICE OF MOTION

Introduction of a Free School into the Stroud District – 05/14
The following Motion was proposed by Councillor David Drew and seconded by
Councillor Stephen Lydon.
“This Council opposes the introduction of a Free School into the Stroud District
because there is no justification in terms of pupil numbers, the outcome would
be divisive and it would be damaging to existing schools in the District. The
process of application is not transparent and has not involved local
consultation. The motion asks that this Council makes known its opposition to
Stroud's MP and the Secretary State for Education.”
On being put to the vote, the majority voted for the Motion.
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CL.029

MEMBERS’ QUESTIONS

There were none.

The meeting closed at 9.15 pm.

Chair of Council
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EXTRAORDINARY COUNCIL MEETING
9 December 2014
7.00 pm – 10.40 pm
Council Chamber, Ebley Mill, Stroud

3

Minutes
Membership:
Liz Ashton
Martin Baxendale
Dorcas Binns
Tim Boxall
Chris Brine
Miranda Clifton
Nigel Cooper
June Cordwell
Doina Cornell
Gordon Craig
Karon Cross
Paul Denney
David Drew
Julie Douglass
Jonathan Edmunds
Colin Fryer
Chas Fellows

P
P
P
P
P
P
P
P
P
P
A
P
P
P
P
P
P

** = Chair of Council

* = Vice Chair of Council P = Present

Officers Present
Chief Executive
Legal Services Manager and
Monitoring Officer

Paul Hemming
Nick Hurst
Julie Job
Haydn Jones
John Jones
Stephen Lydon
John Marjoram
Russell Miles
Caroline Molloy
Stephen Moore
Dave Mossman
Keith Pearson
Elizabeth Peters
Simon Pickering
Gary Powell
Nigel Prenter
Mark Rees

P
P
P
P
P
P
P
P
P
P
P
P
P
P
P
P
P

Lesley Reeves
Steve Robinson
Mattie Ross
Roger Sanders
Emma Sims
Paul Smith
Ken Stephens
Nigel Studdert-Kennedy
Brian Tipper
Geoff Wheeler
Martin Whiteside
Rhiannon Wigzell
Tim Williams
Tom Williams
Penny Wride
Debbie Young
1 vacancy
A = Absent

Strategic Head (Development Services)
Planning Strategy Manager
Democratic Services and Election Officer

Also Present
Neil McDonald, Consultant
CL.030

APOLOGIES

An apology for absence was received from Councillor Karon Cross.

Extraordinary Council Meeting
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CL.2014/15
CL.031

DECLARATIONS OF INTEREST

Councillor David Drew declared a personal interest because he was a member of
the Campaign to Protect Rural England.
CL.032

STROUD DISTRICT LOCAL PLAN

Councillor Steve Lydon, Chair of the cross-party meetings of the District Planning
Review Body (also known as the Planning Review Panel (PRP)) introduced the
above report which was based on recommendations following a series of meetings
with Officers.
The Strategic Head (Development Services), Planning Strategy Manager and
Consultant provided background and an overview of the report which addressed the
concerns raised by the Inspector at stage 1 of the examination of the Local Plan. It
was stressed that it was essential that the Council made a decision to progress the
Local Plan. Members asked various questions and Officers clarified various points
including: The site west of Stonehouse did not appear within the submitted draft Local Plan
but was identified as a possible site within the supporting documentation as a
reasonable alternative and sustainable site.
 The methodology used to derive the housing needs of the District was explained.
 The Local Plan supports the production of Neighbourhood Plans to identify
opportunities for additional development which would be a material consideration
for future planning applications.
 The Highways Agency supports the development identified in the Local Plan,
including west of Stonehouse, on the basis of the conclusions and
recommendations of the traffic junction assessment. Scheme specific highway
assessments and travel plans would be considered at the planning application
stage.
 The Inspector expects the Council to identify sites that are demonstrably
deliverable and developable and evidence would be required at the examination
to show that developers will bring these forward.
 The Local Plan strategy is to allocate a small number of large sites where a mix
of housing, affordable housing, employment, infrastructure and other benefits to
the wider community would come forward. A larger number of small housing
sites would not deliver these benefits for the community.
 The level of housing required could not be achieved by only using brownfield
sites. Greenfield sites are required.
 Reference Appendix 3, page 21, it would be investigated whether the words “with
a local connection” could be added to paragraph 1 to enable local people to
benefit.
 Policy changes had been agreed in writing with a number of agencies such as the
Environment Agency, English Heritage, Natural England and the Highways
Agency.
During debate Members acknowledged that without a local plan they would be open
to predatory developments and voted unanimously for the proposed decision 1 as
set out in the report to proceed with the Local Plan.
At 8.50 pm the meeting adjourned and reconvened at 9.00 pm.
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Members debated the proposed decision 2 (as per the report) and the majority
agreed that the numbers outlined within the report would enable the Inspector to
look at the draft Local Plan for the whole of the District in a positive manner.
Several Members did not want the site west of Stonehouse included within the Local
Plan.
Councillor Steve Lydon was commended on his leadership as Chair of PRP which
had held regular meetings since July 2014 at which Officers and the Consultant had
been questioned and had answered queries on every aspect of the emerging
evidence base and possible changes to the submitted Local Plan. In summing up
he concluded that the Inspector had rejected the Council’s previous submission and
difficult choices now had to be made.
On being put to the vote proposed decision 2 was carried. Councillor Ken Stephens
voted against this proposal (having requested that his vote be recorded). He spoke
against the inclusion of the site west of Stonehouse which was within his parish.
On the recommendation of the Chair and in accordance with the Council’s
Constitution, the Council unanimously RESOLVED to extend the duration of the
meeting beyond the 3 hour limit.
Ward Members in Stonehouse all agreed that they had a difficult decision to make
and expressed their differing views.
Members agreed they needed a local plan for the whole of the District which would
enable them to have greater control of any future development.
On being put to the vote proposed decisions 3, 4, 5 and 6 were carried. Councillor
Ken Stephens voted against decision 3 (having requested that his vote be
recorded).
RESOLVED 1. To proceed with the Stroud District Local Plan;
2. To adopt Option 2 which provides for a new dwelling
requirement of 11,200 by 2031;
3. To adopt Option D Alternative M5 Catchment Stonehouse
Focus;
4. To reaffirm that the Local Plan will be subject of review within
five years of adoption;
5. To approve the list of proposed changes to the submitted
Stroud District Local Plan set out in Appendix 3 and
recommend these to the Inspector as future main modifications
to the Local Plan;
6. To request that the Inspector reconvenes the examination into
the Local Plan.
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CL.033

STROUD VALLEYS INITIATIVE

The Leader outlined a strategic approach to tackling flood management and
regeneration issues within the Stroud Valleys and confirmed that a strong business
case had yet to be made for this initiative to go ahead. If the initiative was viable
then Town, Parish and Ward Members, County Councillors and other agencies
would be invited to participate.
RESOLVED 1. To agree the concept of a Stroud Valleys Initiative,
2. To consider the financial planning issues during the budget
setting process in January, and
3. The Strategy and Resources Committee to take responsibility
for future decision-making in respect of the project delivery.
The meeting closed at 10.40 pm.

Chair of Council
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29 January 2015
7.00 pm – 9.20 pm
Council Chamber, Ebley Mill, Stroud
Minutes
Membership:
Liz Ashton
Martin Baxendale
Dorcas Binns
Tim Boxall
Chris Brine
Miranda Clifton
Nigel Cooper
June Cordwell
Doina Cornell
Gordon Craig
Karon Cross
Paul Denney
David Drew
Julie Douglass
Jonathan Edmunds
Colin Fryer
Chas Fellows

P
P
P
P
P
P
P
A
A
P
A
P
P
P
P
P
P

** = Chair of Council

* = Vice Chair of Council P = Present

Paul Hemming
Nick Hurst
Julie Job
Haydn Jones
John Jones
Stephen Lydon
John Marjoram
Russell Miles
Caroline Molloy
Stephen Moore
Dave Mossman
Keith Pearson
Elizabeth Peters
Simon Pickering
Gary Powell
Nigel Prenter
Mark Rees

Officers Present
Chief Executive
Legal Services Manager and
Monitoring Officer
Strategic Head (Development Services)
Strategic Head (Finance and Business
Services)
Accountancy Manager
Principal Accountant
CL.034

P
P
P
P
P
P
P
A
A
P
P
P
P
A
P
P
P

Lesley Reeves
Steve Robinson
Mattie Ross
Roger Sanders
Emma Sims
Paul Smith
Ken Stephens
Nigel Studdert-Kennedy
Brian Tipper
Geoff Wheeler
Martin Whiteside
Rhiannon Wigzell
Tim Williams
Tom Williams
Penny Wride
Debbie Young
1 vacancy
A = Absent

Building Control Manager
Head of Planning
Interim Multi Services Contracts
Manager
Head of Asset Management (Joint)
Head of Housing Management
Asset Manager
Democratic Services and Election Officer

APOLOGIES

Apologies for absence were received from Councillors June Cordwell, Karon Cross,
Doina Cornell, Russell Miles, Caroline Molloy, Simon Pickering and Geoff Wheeler.
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CL.2014/15
CL.035

DECLARATIONS OF INTEREST

There were none.
CL.036

BUILDING CONTROL PARTNERSHIP

Councillor Chris Brine, the Deputy Leader of Council outlined the above report
which sought approval for the creation of a building control partnership with
Gloucester City Council. This would enable staff to gain more experience, improve
efficiency and cost effectiveness.
Councillor Nigel Cooper inquired whether it would be more cost effective to set up a
purpose vehicle because of the added costs of +30% for pension costs to payroll
and a reply would be circulated after the meeting.
On being put to the vote the Motion was carried unanimously.
RESOLVED (a)

(b)

CL.037

Enter into an agreement under Section 101 Local
Government Act 1972 for the joint provision of a building
control service with Gloucester City Council.
Authorise the Strategic Head of Development Services, the
Strategic Head of Corporate Services and the Strategic Head
of Finance and Business Services to negotiate and sign the
necessary agreements.

MULTI SERVICE CONTRACT – DEPOT ACQUISITION

The Deputy Leader of Council confirmed that negotiations were ongoing and he did
not want to prejudice these discussions. A report would be presented at the next
meeting of Council on 26 February 2015.
On being put to the vote the Motion was carried unanimously.
RESOLVED To delegate authority to the Head of Asset Management, in
consultation with the Chair of Strategy and Resources Committee
and the Chair of Environment Committee, to continue
negotiations for acquisition of a depot and present a report to
Council on 26 February 2015.
CL.038

BUDGET SETTING PARAMETERS

(a)

Council Tax Base

Councillor Steve Lydon, the Vice-Chair of Strategy and Resources Committee
outlined the above report which sought approval of the calculation for the Council’s
tax base for 2015/16 which had been calculated at 41,428.97. He also thanked all
of the finance staff for their timely advice they had given Members, the speed and
accuracy in producing the reports within the very tight timescales.
On being put to the vote the Motion was carried unanimously.
RESOLVED (a)

To set the Council tax base for 2015/16.
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(b) That pursuant to this report and in accordance with the
Local Authorities (Calculation of Tax Base) (England)
Regulations 2012, the amount calculated by Stroud District
Council as its tax base for the year 2015/16 shall be
41,428.97.
(c) From 2015/16, to authorise the Council’s Strategic Head
(Finance and Business Services) in her capacity as Section
151 Officer, to set the tax bases for Council tax setting
purposes.
(b)

Estimation of Surpluses or Deficits on the Collection Fund

The Vice-Chair of Strategy and Resources Committee informed Members of the
position regarding the estimation of any surpluses or deficit on the Collection Fund
2014/15.
On being put to the vote the Motion was carried unanimously.
RESOLVED (a)
(b)

CL.039

The sum of £1,007,890 is the estimated surplus on the
Council Tax Collection Fund at 31 March 2015.
From 2015/16, to authorise the Council’s Strategic Head
(Finance and Business Services) in her capacity as Section
151 Officer, to calculate and set the estimate surplus on the
Council Tax Collection Funds.

CALCULATION OF BUSINESS RATES 2015/16 (NNDR1)

The Vice-Chair of Strategy and Resources Committee presented the above report
which sought authority to be delegated to the Strategic Head (Finance and Business
Services) to approve the final NNDR1 form and make budget adjustments
accordingly.
Clarification was given to Members regarding the different NNDR forms and
confirmation given that all outstanding appeals are closely monitored and managed.
On being put to the vote the Motion was carried unanimously.
RESOLVED (a)

(b)

To authorise the Council’s Strategic Head (Finance and
Business Services) in her capacity as Section 151 Officer to
approve the final NNDR1 form for 2015/16 and include the
amount in the Council’s budget.
From 2015 /16, to authorise the Council’s Strategic Head
(Finance and Business Services) in her capacity as Section
151 Officer to approve final NNDR1 forms and include the
relevant amount in the appropriate Council budget.
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CL.040

RECOMMENDATIONS FROM OTHER COMMITTEES

Audit and Standards Committee – 25 November 2014
(a)

Half Year Treasury Management Activity Report 2014/15

Councillor Nigel Studdert-Kennedy, the Chair of Committee outlined the above
report drawing Members’ attention to various paragraphs.
On being put to the vote the Motion was carried unanimously.
RESOLVED To approve the treasury management activity half year report for
2014/2015, including the revisions to the 2014/15 strategy as set
out in paragraphs 8 and 9 of this report.
Strategy and Resources Committee – 8 January 2015
(b)

Housing Revenue Account Revised Estimates 2014/15 and
Original Estimates 2015/16

Councillor Mattie Ross, Chair of Housing Committee outlined the above report and
confirmed that budgets had been debated by tenants at Stroud Council Housing
Forum and also at other tenant groups.
In reply to questions it was confirmed that an external body examined the work
undertaken by the Council’s contractors to ensure value for money, as a secondary
check. At present there are two separate IT systems which are 15 years old and
more efficient automated systems are now available. Any future spending on the
budget would seek approval of the Housing Committee.
In accordance with The Local Authorities (Standing Orders) (England) Regulations
2001 (amended 29 January 2014), a recorded vote was taken, the results of which
are as follows:
FOR:
(41)

Councillors
Liz Ashton
Martin Baxendale
Dorcas Binns
Chris Brine
Tim Boxall
Miranda Clifton
Nigel Cooper
Gordon Craig
Paul Denney
David Drew
Julie Douglass
Jonathan Edmunds
Colin Fryer
Paul Hemming
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Nick Hurst
Julie Job
Haydn Jones
John Jones
Stephen Lydon
John Marjoram
Stephen Moore
David Mossman
Keith Pearson
Elizabeth Peters
Gary Powell
Nigel Prenter
Mark Rees
Lesley Reeves
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Steve Robinson
Mattie Ross
Roger Sanders
Emma Sims
Paul Smith
Ken Stephens
Nigel Studdert-Kennedy
Martin Whiteside
Rhiannon Wigzell
Tim Williams
Tom Williams
Penny Wride
Debbie Young

Subject to approval
at the next meeting

CL.2014/15
AGAINST:
(2)
ABSTAIN:
(0)

Councillors
Chas Fellows

Brian Tipper

Councillors

On being put to the vote the Motion was unanimously carried.
RESOLVED (a)
(b)

(c)
(c)

The revised HRA budget for 2014/15 and original HRA
revenue and capital budgets for 2015/16 are approved.
That from 1 April 2015 the following increases to existing
rent and service charges as detailed in Appendix A are
applied.
i)
Dwelling rents increase by 3%, being CPI of 1.2% +
1.8% for growth. (For an explanation of rents please see
Appendix F).
ii) Garage rents increase by CPI, i.e. 1.2% (see details in
Appendix A).
iii) Other landlord service charges increase by CPI i.e. 1.2%
(see details in Appendix A).
iv) Landlord service charges at Sheltered Housing
Schemes are increased by CPI i.e. 1.2% (see details in
Appendix A).
That the Capital Programme for 2015/16 be approved.

General Fund Estimates – Revised 2014/15 and Original 2015/16

The Vice-Chair of Strategy and Resources Committee outlined the report. Concern
was raised regarding the youth service budget. It was confirmed that some town
and parish councils had their own initiatives. A task and finish group would be set
up to look into the youth service.
In accordance with The Local Authorities (Standing Orders) (England) Regulations
2001 (amended 29 January 2014), a recorded vote was taken, the results of which
are as follows:
FOR:
(42)

Councillors
Liz Ashton
Martin Baxendale
Dorcas Binns
Chris Brine
Tim Boxall
Miranda Clifton
Nigel Cooper
Gordon Craig
Paul Denney
David Drew
Julie Douglass
Jonathan Edmunds
Colin Fryer
Paul Hemming

Council (Budget Meeting)
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Nick Hurst
Julie Job
Haydn Jones
John Jones
Stephen Lydon
John Marjoram
Stephen Moore
David Mossman
Keith Pearson
Elizabeth Peters
Gary Powell
Nigel Prenter
Mark Rees
Lesley Reeves
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Steve Robinson
Mattie Ross
Roger Sanders
Emma Sims
Paul Smith
Ken Stephens
Nigel Studdert-Kennedy
Brian Tipper
Martin Whiteside
Rhiannon Wigzell
Tim Williams
Tom Williams
Penny Wride
Debbie Young

Subject to approval
at the next meeting

CL.2014/15
AGAINST:
(1)
ABSTAIN:
(0)

Councillors
Chas Fellows
Councillor

On being put to the vote the Motion was unanimously carried.
RESOLVED That the estimates set out in Appendix B of this report be
approved.
(d)

Capital Programme and Proposed Schemes

The Vice-Chair of Strategy and Resources Committee outlined the above report.
Officers replied to Members’ questions on different aspects of the report. The core
committees would be presented to reports for decisions regarding budgets.
In accordance with The Local Authorities (Standing Orders) (England) Regulations
2001 (amended 29 January 2014), a recorded vote was taken, the results of which
are as follows:
FOR:
(41)

Councillors
Liz Ashton
Martin Baxendale
Dorcas Binns
Chris Brine
Tim Boxall
Miranda Clifton
Nigel Cooper
Gordon Craig
Paul Denney
David Drew
Julie Douglass
Jonathan Edmunds
Colin Fryer
Paul Hemming

AGAINST:
(2)

Councillors
Chas Fellows

ABSTAIN:
(0)

Nick Hurst
Julie Job
Haydn Jones
John Jones
Stephen Lydon
John Marjoram
Stephen Moore
David Mossman
Keith Pearson
Elizabeth Peters
Gary Powell
Nigel Prenter
Mark Rees
Lesley Reeves

Steve Robinson
Mattie Ross
Roger Sanders
Emma Sims
Paul Smith
Ken Stephens
Nigel Studdert-Kennedy
Martin Whiteside
Rhiannon Wigzell
Tim Williams
Tom Williams
Penny Wride
Debbie Young

Brian Tipper

Councillor

On being put to the vote the Motion was unanimously carried.
RESOLVED (1)
(2)

That the revised current year’s programme in Appendix A to
this report is approved.
That the programme is funded by the capital resources
shown in Appendix B to this report.

Council (Budget Meeting)
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Subject to approval
at the next meeting

CL.2014/15
(e)

The General Fund Revenue Budget 2015/16 and Medium

The Vice-Chair of Strategy and Resources Committee outlined the above report
which would help small businesses, create more apprenticeships and jobs.
It was clarified that the final decision on the budget for the public space at
Wallbridge would be made by Strategy and Resources Committee.
During debate Councillor Nigel Cooper disagreed with certain aspects of the
proposed budget in the Capital Programme (Appendix A) which contained a ‘wish
list’, without any business plans having been submitted. Money had been moved
around from one pot into another. He proposed the following amendment to the
Motion, which was seconded by Councillor Debbie Young:“That the following projects are removed from Appendix A (page 14):1.
2.
3.
4.

Car Park Ticket machines
Stroud Valleys initiative
New house building in the district, and
Public open space at Wallbridge

Pending further detailed reports and business plans being presented to Strategy
and Resources Committee and recommendations back from that Committee, as
appropriate being approved by Council.”
The Deputy Leader confirmed that the six identified projects would only be taken
forward provided that their business plans were approved.
The amendment was debated by Members.
amendment was lost by 20 votes to 23.

On being put to the vote the

In accordance with The Local Authorities (Standing Orders) (England) Regulations
2001 (amended 29 January 2014), a recorded vote was taken, the results of which
are as follows:
FOR:
(23)

Councillors
Liz Ashton
Martin Baxendale
Chris Brine
Miranda Clifton
Paul Denney
David Drew
Julie Douglass
Jonathan Edmunds

Colin Fryer
Paul Hemming
Stephen Lydon
John Marjoram
Stephen Moore
Gary Powell
Nigel Prenter
Mark Rees

Steve Robinson
Mattie Ross
Roger Sanders
Paul Smith
Ken Stephens
Martin Whiteside
Tom Williams

AGAINST:
(19)

Councillors
Dorcas Binns
Tim Boxall
Nigel Cooper
Gordon Craig
Nick Hurst
Julie Job
Chas Fellows

Haydn Jones
John Jones
David Mossman
Keith Pearson
Elizabeth Peters
Lesley Reeves
Emma Sims

Brian Tipper
Rhiannon Wigzell
Tim Williams
Penny Wride
Debbie Young

Council (Budget Meeting)
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Subject to approval
at the next meeting

CL.2014/15
ABSTAIN:
(1)

Councillor
Nigel Studdert-Kennedy

On being put to the vote the Motion was carried.
RESOLVED (subject to the Governments final settlement announcements):
(a)

(b)
(c)

(d)

To approve the budget proposals as set out in Appendix A
including a proposed council tax Band D rate of £186.93 (0%
increase) for the services provided by Stroud District
Council.
To approve the changes to the reserves as set out in
paragraphs 38 to 41 of the report and Appendix C.
To approve that Stroud’s share of any surplus from the
Gloucestershire Business Rates Pool is set aside in the Jobs
and Growth reserve to further support the Council’s Jobs
and Growth agenda.
To approve the Medium Term Financial Plan as set out in
Appendix B subject to any decisions made at (a) and (b)
above.

The meeting closed at 9.20 pm.

Chair of Council
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AUDIT AND STANDARDS COMMITTEE
3 FEBRUARY 2015
Report Title

Purpose of Report

TREASURY MANAGEMENT STRATEGY, ANNUAL
INVESTMENT
STRATEGY
AND
MINIMUM
REVENUE PROVISION POLICY STATEMENT
2015/16
This report outlines the Council’s prudential indicators
for 2015/16 – 2017/18 and sets out the treasury
strategy for this period. It fulfils three key reports
required by the Local Government Act 2003:






reporting prudential indicators required by the
CIPFA Prudential Code for Capital Finance in
Local Authorities;
a treasury management strategy in accordance
with the CIPFA Code of Practice on Treasury
Management;
an investment strategy in accordance with the
DCLG investment guidance.

It also fulfils the statutory duty to approve a minimum
revenue policy statement for 2015/16.
Decision(s)

The
Audit
and
Standards
RECOMMEND that Council:

Committee

1. adopt the prudential indicators and limits for
2015/16 to 2017/18;
2. approve the treasury management strategy
2015/16,
and
the
treasury
prudential
indicators;
3. approve the investment strategy 2015/16, and
the detailed criteria for specified and nonspecified investments; and
4. approve the Minimum
Statement 2015/16.
Consultation and
Feedback

Council
26 February 2015

Revenue

Policy

Capita Asset Services (CAS) and KPMG
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Financial
Implications & Risk
Assessment

This report sets out the expected activities of the
Council’s Treasury function for 2015/16 and
recommends the investment instruments that are
available to the council and the limits on these
investments. The report also sets out the Council’s
borrowing strategy, limits and associated policies.
The Council has £95.717m of borrowing and the
Council’s capital spending plans increase the
borrowing to £106.779m by 31 March 2018.
It will be important to consider carefully, in conjunction
with our Treasury Management advisers, the optimum
timing and nature of any new borrowing to minimise
the cost to the Council.
The Council makes investments during the year as
part of its management of treasury balances. The
investment strategy sets out the Council’s investment
priorities and the criteria used to make those
investments to ensure security of capital, liquidity and
a return on investment. The Treasury Management
Strategy is designed to protect the Council’s finances
through limiting exposure to risk.

Legal Implications

Report Author

Chair of Committee

Options

Council
26 February 2015

David Stanley, Accountancy Manager
Tel: 01453 754100
E-mail: david.stanley@stroud.gov.uk
The legal implications pertinent to this matter are
summarised in the report.
Alan Carr, Solicitor
Email : alan.carr@stroud.gov.uk
Tel: 01453 754357
Graham Bailey, Principal Accountant
Tel: 01453 754133
E-mail: graham.bailey@stroud.gov.uk
Councillor Nigel Studdert-Kennedy
Tel: 01453 821491
E-mail: cllr.nigel.studdert-kennedy@stroud.gov.uk
Full Council is required to adopt the prudential
indicators and approve the annual treasury
management strategy. These are largely determined
by the Council's revenue and capital budget decisions
when setting the 2015/16 Council Tax and Housing
rent levels.
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Performance
Management Follow
Up

Quarterly,
half-yearly
and
annual
Treasury
Management reports of actual compared with
estimated prudential indicators for 2015/16.
Any breaches of the Prudential Code will be reported
to the Audit and Standards Committee. A breach of the
Authorised Borrowing Limit would require immediate
investigation and reporting to Council.

Background Papers

Treasury Management Policy Statement
Treasury Management Practices - Main Principles
Treasury Management Practices – Schedules
The Prudential Code (2011)
Treasury Management in the Public Services
Guidance Notes for Local Authorities (2011)
Treasury Management in the Public Services Code of
Practice and Cross-Sectoral Guidance Notes (2011).
Reports:
o Capital Programme and Proposed Schemes, 8
January 2015
o General Fund Revenue Estimates – Revised
2014/15 and Original 2015/16, 8 January 2015
o The General Fund Revenue Budget 2015/16 and
Medium Term Financial Plan 2014/15 – 2018/19,
8 January 2015
o Housing Revenue Account Revised Estimates
2014/15 and Original Estimates 2015/16, 8
January 2015

Appendices

A.
B.
C.
D.

Investments at 8 January 2015
Explanation of Prudential Indicators
Economic Background
Treasury Management Scheme of Delegation

Discussion
1.

Under the Local Government Act 2003 (the Act) and supporting
regulations the Council is required to “have regard to” the Chartered
Institute of Public Finance and Accountancy (CIPFA) Prudential Code
and the CIPFA Treasury Management Code of Practice to set Prudential
and Treasury Indicators for the next three years to ensure that the
Council’s capital investment plans are affordable, prudent and
sustainable.

2.

Council is required to approve an Annual Treasury Management Strategy
Statement for borrowing, and an Investment Strategy which sets out the

Council
26 February 2015
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Council’s policies for managing its investments and for giving priority to
security and liquidity of investments.
3.

Also, there is a statutory duty to approve a Minimum Revenue Provision
(MRP) Policy Statement for the year and this is set out in paragraphs 2.6
– 2.10 of this report.

4.

CIPFA Code of Practice on Treasury Management (revised November
2011) as adopted by this Council on 21 January 2010 requires the
Council to maintain a Treasury Management Manual, which is reviewed
annually. This manual is a record of internal procedures and operational
guidance, as such it does not need to be approved by Members. The
manual incorporates the following documentation relating to Treasury
management:







5.

Treasury Management Policy Statement. This was approved by
Members in 2002 and is reviewed annually.
Treasury Management Practices (TMP) – Main Principles. There are
12 practices which set out the manner in which this Council will seek
to achieve its treasury management policies and objectives and how
it will manage and control those activities. These were adopted in
2002. They are reviewed annually.
Treasury Management Practices – Schedules. These schedules set
out the details of how the TMPs are put into effect by this Council.
This document is revised annually to include the latest detailed
procedural documents.
Counterparty Lending List and lending criteria. The list used by the
Council is provided by Capita Asset Services (CAS), the Council’s
treasury advisors. A new list is provided weekly, and there are daily
updates by email of any changes to ratings.

Other CIPFA requirements are:





a Mid-year Review Report and an Annual Report covering activities
during the previous year;
delegation by the Council of responsibilities for implementing and
monitoring treasury management policies and practices and for the
execution and administration of treasury management decisions. At
this Council, delegation is to the Strategic Head (Finance & Business
Services), the Council’s Section 151 officer;
delegation by the Council of the role of scrutiny of treasury
management reports and strategy to a specific named body. For this
Council the delegated body is the Audit and Standards Committee.

Council
26 February 2015

4

Agenda Item 8a

Treasury Management Strategy Statement, Annual Investment
Strategy and Minimum Revenue Provision Statement 2015/16
1.

INTRODUCTION

1.1

The Act and supporting regulations require the Council to ‘have regard to’
the CIPFA Prudential Code and to set Prudential Indicators for the next
three years to ensure that the Council’s capital investment plans are
affordable, prudent and sustainable.

1.2

The Act therefore requires the Council to set out its treasury strategy for
borrowing and to prepare an Annual Investment Strategy (as required by
Investment Guidance issued subsequent to the Act). This sets out the
Council’s policies for managing its investments and for giving priority to the
security and liquidity of those investments.

1.3

2015/16 strategy for the following aspects of the treasury management
function is based upon the treasury officers’ views on interest rates,
supplemented with market forecasts provided by the Council’s treasury
advisor, CAS. The strategy covers:














1.4

limits in force to mitigate the Council’s treasury risk;
Prudential Indicators;
current treasury position;
borrowing requirement;
prospects for interest rates;
borrowing strategy;
policy on borrowing in advance of need;
investment strategy;
creditworthiness policy;
policy on use of external service providers;
Minimum Revenue Provision (MRP) statement;
treasury management scheme of delegation and section 151 role;
miscellaneous treasury issues.

It is a statutory requirement under Section 33 of the Local Government
Finance Act 1992, for the Council to produce a balanced budget. In
particular, Section 32 requires a local authority to calculate its budget
requirement for each financial year to include the revenue costs that flow
from capital financing decisions. This means that increases in capital
expenditure must be limited to a level whereby increases in charges to
revenue from:


increases in interest charges caused by increased borrowing to
finance additional capital expenditure, and



any increases in running costs from new capital projects are limited to
a level which is affordable for the foreseeable future.

Council
26 February 2015
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2.

CAPITAL PRUDENTIAL INDICATORS FOR 2015/16 TO 2017/18

2.1

Capital expenditure plans are a key driver of treasury management
activity. There are prudential indicators that focus on the Council’s capital
spending plans.

2.2

The first prudential indicator is a summary of the Council’s capital
expenditure plans, shown in Table 1.

Table 1: Capital Expenditure
2013/14
£000
Actual

2014/15
£000
Estimate

2015/16
£000
Estimate

2016/17
£000
Estimate

2017/18
£000
Estimate

918

989

1,802

215

215

1,445

900

1,626

750

11

190

289

4,908

1,650

-

2,553

2,178

8,336

2,615

226

HRA

16,094

13,650

20,687

12,996

9,578

Total

18,647

15,828

29,023

15,611

9,804

Capital Expenditure
Community Services
Environment
Strategy & Resources
General Fund

Any shortfall of resources to finance the capital programme results in a
borrowing need as set out in Table 2 below.

2.3

Table 2: Capital Financing
2013/14
£000
Actual
2,553

2014/15
£000
Estimate
2,178

2015/16
£000
Estimate
8,336

2016/17
£000
Estimate
2,615

2017/18
£000
Estimate
226

HRA

16,094

13,650

20,687

12,996

9,578

Total

18,647

15,828

29,023

15,611

9,804

Capital receipts

2,854

1,211

590

400

300

Capital grants

1,063

7,622

971

679

0

Capital reserves

2,392

1,897

3,616

2,615

215

Revenue

9,338

5,098

11,784

11,917

9,289

3,000
18,647

15,828

12,062
29,023

15,611

9,804

Capital Expenditure
General Fund

Financed by:

Net Borrowing Need
Total

2.4

The second prudential indicator is the Council’s Capital Financing
Requirement (CFR). The CFR is simply the total historic capital
expenditure which has not yet been financed from either revenue or
capital resources. It is the measure of the Council’s underlying borrowing
need. Any newly planned unfinanced capital expenditure will increase the
CFR.

Council
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2.5

The Council is asked to approve the CFR projections below:

Table 3: The Council’s borrowing need (Capital Financing Requirement)
2013/14
Capital Financing Requirement
£000
Actual
CFR - General Fund

2014/15 2015/16 2016/17
£000
£000
£000
Estimate Estimate Estimate

2017/18
£000
Estimate

7,569

7,569

11,869

11,869

11,869

CFR - HRA

87,980

87,980

95,742

95,742

95,742

Total CFR

95,549

95,549

107,611

107,611

107,611

Movement in CFR

-

-

12,062

-

-

Net financing need for the year

-

-

12,062

-

-

Less MRP / VRP and other
financing movements

-

-

-

-

Movement in CFR

-

-

-

-

Movement in CFR represented by

2.6

12,062

Minimum revenue provision (MRP) policy statement 2015/16
The Council’s MRP policy statement for 2015/16 is in accordance with the
main recommendations contained within the guidance issued by the
Secretary of State under section 21(1A) of the Local Government Act
2003. MRP is only chargeable on General Fund outstanding capital
liabilities.

2.7

An MRP charge is not currently required for the HRA. Following HRA
reform the HRA will be required to charge depreciation on its assets. This
will have a revenue effect. In order to address any possible adverse
impact, regulations allow the Major Repairs Allowance as a proxy for
depreciation until 31 March 2017.

2.8

The government is protecting the General Fund from any adverse MRP
liability arising from HRA self-financing borrowing. Consequently, as there
was no General Fund MRP liability for the General Fund prior to HRA SelfFinancing, there will be no General Fund MRP liability for 2015/16. The
Council’s MRP liability for 2015/16 is therefore NIL.

2.9

When the Council’s General Fund CFR (for MRP purposes) becomes
positive, MRP will be charged under Option 3 of the DCLG guidance.
Option 3 is an MRP charge over a time period reasonably commensurate
with the estimated useful life of a new asset. The Council is funding £1m
of expenditure on Dursley Pool fitness extension by borrowing. This
means that under Option 3 MRP will be chargeable in the year following
the completion of the asset. So MRP will commence in 2016/17 and will
continue for a period of 25 years.

2.10 The application of resources (capital receipts, reserves etc.) to either

finance capital expenditure or other budget decisions to support the
revenue budget will have an ongoing impact on investments unless
Council
26 February 2015
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resources are supplemented each year from new sources (asset sales
etc.). Detailed below are estimates of the year-end balances for each
resource and anticipated day-to-day cash flow balances.
Table 4: Core Funds and Expected Investments
2013/14
£m
Actual
17.808

2014/15
£m
Estimate
22.434

2015/16
£m
Estimate
16.282

2016/17
£m
Estimate
13.451

2017/18
£m
Estimate
15.871

Capital receipts

0.046

0.287

0.307

0.342

0.366

Provisions

0.590

0.590

0.590

0.590

0.590

Other

0.408

0.400

0.350

0.300

0.250

18.852

23.711

17.529

14.683

17.077

Working capital

0.353

0.500

0.500

0.500

0.500

Under / over borrowing

-0.832

0.168

-0.832

-0.832

-0.832

Expected investments

18.373

24.379

17.197

14.351

16.745

Year end resources
Fund balances / reserves

Total Core funds

Affordability of capital plans prudential indicators
2.11 Prudential indicators are required to assess the affordability of capital

expenditure plans. These provide an estimate of the impact of capital
investment plans on the Council’s overall finances. The Council is asked
to approve the indicators shown in tables 5, 6 and 7.
2.12 The indicator shown in table 5 shows the cost of capital expenditure plans

against the net revenue stream.
Table 5: Ratio of financing costs to net revenue stream
2013/14
Actual

2014/15
Estimate

2015/16
Estimate

2016/17
Estimate

2017/18
Estimate

Non-HRA

-2.81%

-2.33%

-1.46%

-0.55%

-0.55%

HRA

15.30%

16.01%

15.32%

14.61%

14.16%

2.13 The indicator shown in Table 6 shows estimates of the revenue costs

arising from proposed changes to the 2014-15 to 2017-18 capital
programme recommended in this year’s ‘Capital Programme and
Proposed Schemes’ report compared to the Council’s existing approved
commitments and current plans.
Table 6: Incremental impact of capital investment decisions on council
tax

Council Tax - Band D

Council
26 February 2015

2013/14
Actual

2014/15
Estimate

2015/16
Estimate

2016/17
Estimate

2017/18
Estimate

-£0.04

-£0.08

£2.07

£0.54

£0.08
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2.14 Similar to the council tax calculation, Table 7 indicator identifies the cost of

proposed changes in the housing capital programme recommended in this
budget report compared to the Council’s existing commitments and current
plans, expressed as a discrete impact on weekly rent levels.
Table 7: Estimates of the incremental impact of capital investment
decisions on housing rent levels

Weekly Housing Rents

2013/14
Actual

2014/15
Estimate

2015/16
Estimate

2016/17
Estimate

2017/18
Estimate

£0.31

-£0.89

£0.75

£0.21

£0.01

3.

BORROWING

3.1

Amongst the objectives of the treasury management function are to
ensure that the Council’s cash is managed in accordance with relevant
professional codes and that sufficient cash is available at the right times to
facilitate revenue and capital spending plans. Capital expenditure plans as
set out in section 2 indicate if borrowing is required.

3.2

Table 8 shows the actual external debt (the treasury management
operations), compared against the underlying capital borrowing need (the
Capital Financing Requirement - CFR), highlighting any over or under
borrowing.

Table 8: Gross Debt compared with Capital Financing Requirement (CFR)
2013/14
£m
Actual

2014/15 2015/16 2016/17 2017/18
£m
£m
£m
£m
Estimate Estimate Estimate Estimate

External Debt
Debt at 1 April
Expected change in debt
Other long term liabilities at 1 Apr

91.717

94.717

95.717

3.000

1.000

11.062

-

-

-

106.779

106.779

-

-

-

-

Actual Gross Debt at 31 March

94.717

95.717

106.779

106.779

106.779

Capital Financing Requirement

95.549

95.549

107.611

107.611

107.611

0.832

-0.168

0.832

0.832

0.832

Under / (over) borrowing

3.3

Within the prudential indicators, there are a number of key indicators to
ensure that the Council operates its activities within well-defined limits.
One of these is that the Council needs to ensure that its gross debt does
not, except in the short term, exceed the total of the CFR in the preceding
year plus the estimates of any additional CFR for 2015/16 and the
following two financial years. This allows some flexibility for limited early
borrowing for future years, but ensures that borrowing is not for revenue
purposes.

Council
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3.4

The Strategic Head (Finance & Business Services) reports that the
Council complied with this prudential indicator in the current year and does
not expect any breaches up to and including financial year 2017-18. This
view takes into account current commitments, existing plans, and the
proposals in this budget report.

3.5

There are two Treasury indicators set which limit external debt. The
operational boundary is the limit that external debt should not normally
exceed. If external debt were to exceed this figure then it should prompt
an internal investigation to establish the reasons why the breach had
occurred.

Table 9: Operational Boundary
2014/15
Operational
£m
Boundary
Estimate

Debt
Other Long Term
Liabilities
Total

2015/16
£m
Estimate

2016/17
£m
Estimate

2017/18
£m
Estimate

104

112

115

115

-

-

-

-

104

112

115

115

3.6

The Authorised Limit is set or revised by full Council, and must not be
exceeded. It represents the level of debt that is unsustainable in the longer
term. It is the statutory limit determined under section 3 (1) of the Local
Government Act 2003. The Government retains an option to control local
government borrowing in total or for specific councils. This power has not
been used to date.

3.7

The Council is asked to approve the following Authorised Limit:
Table 10: Authorised Limit for External Debt
2014/15
2015/16
2016/17
Authorised Limit
£m
£m
£m
Estimate Estimate Estimate

Debt
Other Long Term
Liabilities
Total
3.8

2017/18
£m
Estimate

110

118

121

121

-

-

-

-

110

118

121

121

A separate control on the Council’s borrowing is a limit on the maximum
HRA CFR introduced as part of HRA self-financing. This Council has some
headroom to borrow over and above the self-financing settlement amount.
This is set out in the next table:
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Table 11: HRA Debt Limit
2013/14
£m
Actual

2014/15
£m
Estimate

2015/16
£m
Estimate

2016/17
£m
Estimate

2017/18
£m
Estimate

Actual HRA CFR

87.980

87.980

95.742

95.742

95.742

Limit

95.742

95.742

95.742

95.742

95.742

7.762

7.762

HRA Debt Limit

Headroom
3.9

-

-

-

CAS are treasury advisers to the Council and part of their service is to
assist the Council to formulate a view on interest rates. The following table
gives the CAS forecast as at 15 January 2015.
Table 12: Interest Rate Forecast
Bank
Month
PWLB Borrowing Rates
Rate
5 year

25 year

50 year

Mar-15

0.5

2.2

3.4

3.4

Jun-15

0.5

2.2

3.5

3.5

Sep-15

0.5

2.3

3.7

3.7

Dec-15

0.75

2.5

3.8

3.8

Mar-16

0.75

2.6

4

4

Jun-16

1

2.8

4.2

4.2

Sep-16

1

2.9

4.3

4.3

Dec-16

1.25

3

4.4

4.4

Mar-17

1.25

3.2

4.5

4.5

Jun-17

1.5

3.3

4.6

4.6

Sep-17

1.75

3.4

4.7

4.7

Dec-17

1.75

3.5

4.7

4.7

Mar-18

2

3.6

4.8

4.8

Borrowing Strategy
3.10 Currently the Council has £95.717m of borrowing, compared with a Capital
Financing Requirement (CFR) of £95.549m. This means that the capital
borrowing need (the CFR), is exceeded by loan debt by £0.168m. The
Council borrowed £1m of PWLB at a fixed rate of 3.55% on 21 November
2014 to take advantage of particularly low rates to fund part of the
borrowing requirement.
Council
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3.11 There is a limit on HRA borrowing set by the Government in the Localism

Act 2011 known as the HRA debt cap. The Council’s HRA debt cap is
£95.742m. This cap is the absolute limit for HRA borrowing under the
Prudential Code, even if the Council considers further borrowing is
affordable by the HRA. The current HRA CFR is £87.980m, which means
a borrowing ‘headroom’ of £7.762m measured against the cap, as shown
by table 11.
3.12 Current HRA capital plans are borrowings of £7.762m during 2015/16. The

Strategic Head (Finance & Business Services) will decide on the length
and type of borrowing, as well as the optimum time to borrow in
consultation with CAS, and take into account the latest projections for
interest rates and other relevant factors including any benefits arising from
internal borrowing.
Treasury management limits on activity
3.13 The purpose of treasury management limits are to restrain the activity of
the treasury function within certain limits, thereby managing risk and
reducing the impact of any adverse movement in interest rates. However,
if these are set to be too restrictive they will impair the opportunities to
reduce costs or improve performance. The indicators are:




Upper limits on variable interest rate exposure. This identifies a
maximum limit for variable interest rates based upon the debt
position net of investments;
Upper limits on fixed interest rate exposure. This is similar to the
previous indicator and covers a maximum limit on fixed interest rates;
Maturity structure of borrowing. These gross limits are set to reduce
the Council’s exposure to large fixed rate sums falling due for
refinancing, and are required for upper and lower limits

3.14 The Council is asked to approve the following treasury indicators and

limits:
Table 13: Limits on interest rate exposure

Interest Rate Exposures

2014/15 2015/16 2016/17
Upper Upper Upper

Limits on fixed interest rates based on net
debt

100%

100%

100%

Limits on variable interest rates on net
debt

100%

100%

100%
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Table 14: Maturity structure of borrowing

Maturity structure of new fixed and variable rate
borrowing during 2015/16

Upper Lower
Limit
Limit

Under 12 months

100%

0%

12 months and within 24 months

100%

0%

24 months and within 5 years

100%

0%

5 years and within 10 years

100%

0%

10 years and above

100%

0%

Table 15: Non-specified investment limit

Upper Limit for total
principal sums invested 2013/14 2014/15 2015/16 2016/17 2017/18
for over 364 days
Investments

£6m

£8m

£8m

£8m

£8m

Policy on borrowing in advance of need
3.15 The Council will not borrow more than, or in advance of, need purely in

order to profit from the investment of the extra sums borrowed. Any
decision to borrow in advance will be within approved Capital Financing
Requirement estimates as required by the Prudential Code (see
paragraph 3.3). Decisions to borrow will seek to ensure value for money
and security of funds.
3.16 In determining whether borrowing will be undertaken in advance of need

the Council will, in addition to consulting with CAS;






ensure the ongoing revenue liabilities created, and the implications
for the future plans and budgets have been fully considered;
evaluate the economic and market factors that might influence the
manner and timing of any decision to borrow;
consider the merits and demerits of alternative forms of funding;
consider the alternative interest rate bases available, the most
appropriate periods to fund and repayment profiles to use;
consider the impacts of borrowing in advance of need, such as
temporarily increasing investment cash balances and the resulting
increase in exposure to counterparty risk.
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3.17 Risks associated with any borrowing in advance will be subject to prior

appraisal and subsequent reporting through the mid-year or annual
reports.
Debt rescheduling
3.18 Now that the Council has £95.717m of long-term debt, the Strategic Head

(Finance & Business Services) will keep under review opportunities for
debt rescheduling. Debt rescheduling is reported to Council at the next
meeting after it occurs.
4. ANNUAL INVESTMENT STRATEGY

4.1

Investment Policy
The Council will have regard to the DCLG’s Guidance on Local
Government Investments (“the Guidance”) issued in March 2004, any
revisions to that guidance such as the March 2010 revision, and the 2011
revised CIPFA Treasury Management in Public Services Code of Practice
and Cross Sectoral Guidance Notes (“the CIPFA Treasury Management
Code”). The Council’s investment priorities in order are:
1)
2)
3)

security of capital
liquidity of investments
rate of return

4.2

In accordance with the above, and in order to minimise the risk to
investments, the Council has below clearly stipulated the minimum
acceptable credit quality of counterparties for inclusion on the lending list.
The creditworthiness methodology used to create the counterparty list fully
accounts for the ratings, watches and outlooks published by all three
ratings agencies with a full understanding of what the ratings mean for
each agency. CAS’s bank ratings service enables real-time monitoring of a
bank's rating. Daily emails are sent to the Council to notify of any
significant change to a bank rating.

4.3

Further, the Council’s officers recognise that ratings should not be the sole
determinant of the quality of an institution and that it is important to
continually assess and monitor the financial sector. Assessment will also
take account of information reflecting the opinion of the markets. To this
end the Council will engage with its advisors to maintain a monitor on
market pricing such as “credit default swaps” (CDS). Other information
sources used will include the financial press, share price and other such
information about the banking sector in order to establish the most robust
scrutiny process on the suitability of potential investment counterparties.

4.4

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

4.5

The Council will also aim to achieve the optimum return on its investments
commensurate with proper levels of security and liquidity. The risk appetite
of this Council is low in order to give priority to security of investments.

4.6

Borrowing of monies purely to invest or on-lend and make a return is
unlawful and this Council will not engage in such activity.
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4.7

4.8

‘Specified’ and ‘Non-Specified’ Investments categories identify investment
instruments for use during the financial year.
Specified Investments
All specified investments will be sterling denominated, with maturities up
to 1 year (including any forward deal time), subject to CAS’s colour coding
rating system as set out in creditworthiness policy paragraphs 4.16 – 4.22.

Table 16: Specified Investments
Type of Investment

Minimum ‘High’ Credit Max Sum per institution /
Criteria
group

Debt Management Agency
Deposit Facility

*

£40m

Term deposits – local authorities

*

£8m

Term deposits – banks and
building societies

Part-nationalised
a
banks

50% or £12m per group
whichever is greater

Term deposits – banks and
building societies

Colour coded as per
Sector Weekly
counterparty listing (AAA
countries & UK only)

£8m

UK Government Gilts

*

£12m

Bonds issued by multilateral
development banks

*

£8m

Bonds issued by a financial
institution which is guaranteed by
the UK government

*

£8m

Treasury Bills

*

£12m

Colour coded as per
£8m
Sector Weekly
Certificates of deposits issued by
counterparty listing (AAA
banks and building societies
countries & UK only)
Fitch AAA mmf
£4m per MMF & £12m total
Money Market Funds
or Moodys Aaa mf
in MMFs
or S&P AAAm
a

Lloyds Banking Group plc (Bank of Scotland plc and Lloyds TSB Bank plc)
and Royal Bank of Scotland Group plc (National Westminster Bank plc, The Royal
Bank of Scotland plc and Ulster Bank Ltd).
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4.9

Non-Specified Investments
All investments will be sterling denominated.

Table 17: Non-specified Investments - Maturities in excess of 1 year
Minimum Credit Criteria

Max.
maturity
period

Max. Sum**

Term deposits – banks and
building societies

Colour coded as per Sector
Weekly counterparty listing
(AAA countries & UK only)

3 years

£8m

Certificates of deposits issued by
banks and building societies

Colour coded as per Sector
Weekly counterparty listing
(AAA countries & UK only)

3 years

£8m

***

25 years

£3m

AA-

3 years

£3m

UK Local Authorities

*

3 years

£8m

UK Government Gilts

*

3 years

£8m

Bonds issued by multilateral
development banks

*

3 years

£8m

Bonds issued by a financial
institution which is guaranteed by
the UK government

*

3 years

£8m

Financial instrument / institution

Property Funds
Corporate Bonds

* Government institutions have the highest security, although they are not formally rated.
** A maximum sum refers to the combined total of specified and non-specified
investments with a particular bank (except for part-nationalised banks where the
maximum applies only to non-specified investments, subject to the overall 50% group limit).
*** Any investment would be subject to an evaluation process and a report to Strategy
and Resources Committee.

4.10 Under the Local Authority Mortgage Scheme (LAMS) as per Cabinet

report 15 December 2011 the Council has a 5-year deposit of £1m with
Lloyds bank. This £1m LAMS investment is a service investment, rather
than a treasury management investment, and is therefore outside of the
Specified and Non-Specified investment categories where there is a 3year limit for banks.
Investment Strategy
4.11 Cash flow forecast requirements and the outlook for short-term interest

rates are important factors considered when making investments. During
2014 interest rates have fallen sharply, and the number of available
counter-parties has remained limited. CAS advice is to invest for no more
than a year with UK banks that are sufficiently highly rated, although there
are some overseas bank where longer investments are permitted.
Council
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Increasingly the Council investments during 2014 have been up to a year
with highly rated banks and government supported banks because there
are now few attractive call rates on offer.
4.12 In 2015-16 the Council will continue to invest for the longest permitted

duration with quality counterparties to maximise return without
compromising security. In particular instances the Strategic Head (Finance
& Business Services) will authorise UK investments in excess of a year for
example to take advantage of enhanced interest rates on Lloyds 366-day
notice deposit. Otherwise, the length of investments permitted will vary if
necessary in line CAS advice subject to the Council’s 3-year upper limit.
Table 18: Investments maturing after the end of the current financial
year.
Amount
£

Maturity

Rate

Bank of Scotland

2,000,000

10/04/2015

0.95%

Bank of Scotland

2,000,000

15/05/2015

0.98%

Standard
Chartered
Bank
Certificate
of
Deposit

1,000,000

05/06/2015

0.66%

Lloyds

2,000,000

03/07/2015

0.95%

2,000,000

17/07/2015

1.01%

Lloyds

2,000,000

03/07/2015

0.95%

Lloyds

2,000,000

13/11/2015

1.00%

Financial Institution

RBS
Certificate
Deposit

of

4.13 Bank Rate has been unchanged at 0.5% since March 2009. Bank Rate is

forecast to commence rising in quarter 4 of 2015.
4.14 The Council will primarily make short-dated deposits of up to a year with

appropriately rated banks or UK local authorities rather than utilising call
accounts or money market funds in order to maximise interest.
Transaction costs will be taken into account in any investment decision for
smaller sums, which means balances of up to £1m may be retained in
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lower interest rate, but transaction cost free, accounts for short periods
when this is cost-efficient.
4.15 At the end of the financial year, the Council will report on its investment

activity as part of its Annual Treasury Report.
Creditworthiness policy
4.16 This Council applies the creditworthiness service provided by Capita Asset

Services. This service employs a sophisticated modelling approach
utilising credit ratings from the three main credit rating agencies - Fitch,
Moody’s and Standard and Poor’s. The credit ratings of counterparties
are supplemented with the following overlays:


credit watches and credit outlooks from credit rating agencies;



CDS spreads to give early warning of likely changes in credit ratings;



sovereign ratings to select counterparties from only the most
creditworthy countries.

4.17 This modelling approach combines credit ratings, credit watches and

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










Yellow
Dark pink
Light pink
Purple
Blue
Orange
Red
Green
No colour

3 years
3 years
3 years
2 years
1 year (only applies to nationalised or semi
nationalised UK Banks)
1 year
6 months
100 days
not to be used

4.18 This creditworthiness service uses a wider array of information than just

primary ratings and by using a risk weighted scoring system, does not give
undue preponderance to just one agency’s ratings.
4.19 Typically the minimum credit ratings criteria the Council use will be a short

term rating (Fitch or equivalents) of short term rating F1, long term rating
A-, viability rating of A-, and a support rating of 1. There may be
occasions when the counterparty ratings from one rating agency are
marginally lower than these ratings, but may still be used. In these
instances consideration will be given to the whole range of ratings
available, or other topical market information, to support their use.
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4.20 All credit ratings will be monitored prior to making an investment decision.

The Council is alerted to changes to ratings of all three agencies through
its use of the CAS creditworthiness service.


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



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

4.21 The Council will not place sole reliance on the use of this external service.

In addition this Council will use market data and information on
government support for banks and the credit ratings of particular countries.
Country limits
4.22 The Council has determined that it will only use approved counterparties

outside of the UK from countries with a minimum sovereign credit rating of
AAA from Fitch Ratings (or equivalent from other agencies if Fitch does
not provide). Investment in any one country outside the UK will be limited
to £8m. Below is a list of AAA-rated countries as at the date of this report.
Australia
Canada
Denmark
5.

5.1

5.2

5.3

5.4

Germany
Luxembourg
Norway

Singapore
Sweden
Switzerland

MISCELLANEOUS TREASURY ISSUES
Use of external service providers
Capita Asset Services (CAS), formerly Sector, are the Council’s treasury
management advisers. As responsibility for treasury management
decisions remains with the Council at all times, undue reliance will not be
placed upon our external treasury management advisers.
From 1 October 2012, the Council agreed a contract renewal with CAS for
3 years, with an option to extend for 1 year.
Tender for Banking Services
The current contract for banking services expires on 31 March 2015. A
tender process is underway and subject to contract the Council will
appoint NatWest to continue as bankers until 31 March 2025, with an
option to extend for a further 5 years.
Icelandic bank investment
Following a decision by the Icelandic Supreme Court to uphold the
Council’s status as a priority creditor, during March 2012 there was a
distribution in a basket of currencies. An Icelandic Kroner amount
equivalent to £667k is compulsorily retained in an escrow account in
Iceland earning 4.2% interest, due to controls affecting the Icelandic
currency.
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5.5

Member Training
The CIPFA Code requires the provision of adequate training for members
by the Section 151 officer. CAS provided training open to all members
21 October 2014 and 21 January 2015. Training is necessary to enable
Audit and Standards Committee members to fulfil their role more
effectively.
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Appendix A

INVESTMENTS AS AT 8 JANUARY 2015
Counterparty

£

%

S/
NS

Type

Issue

Maturity

18/07/2014

17/07/2015

NatWest Treasury Reserve
RBS CD
RBS Deposit Account
NatWest/RBS GroupTotal

249,751
2,000,000
7,425
2,257,176

0.25%
1.01%
0.25%

S
S
S

Call
Fixed
Call

Federated Prime Rate
Ignis
Money Market Fund Total

3,813,149
647,005
4,460,154

0.45%
0.42%

S
S

Call
Call

Santander

5,959,000

0.80%

S

Call

Standard Chartered Bank

1,000,000

0.66%

S

Fixed

05/12/2014

05/06/2015

Bank of Scotland
Bank of Scotland
Bank of Scotland
Lloyds
Lloyds
Lloyds
Lloyds/BOS Group Total

2,000,000
2,000,000
2,000,000
1,000,000
2,000,000
2,000,000
11,000,000

0.70%
0.98%
0.95%
0.57%
0.95%
1.00%

S
S
S
S
S
S

Fixed
Fixed
Fixed
Fixed
Fixed
Fixed

17/07/2014
14/05/2014
10/04/2014
18/12/2014
03/07/2014
14/11/2014

19/01/2015
15/05/2015
10/04/2015
18/03/2015
03/07/2015
13/11/2015

4,959,016
1,000,000
5,959,016

0.55%
0.61%

S
S

Call
Fixed

04/09/2014

04/03/2015

Barclays FIBCA
Barclays
Barclays FIBCA

TOTAL INVESTMENTS

30,635,346

S = Specified Investment - less than 1 year
NS = Non-specified investment - 1 year and over

The Council has £0.667m held in an escrow account in Glitnir bank in Iceland. The amount is held
in Icelandic Kroner and is earning and interest rate of 4.2%. This amount will be repaid to the
Council when currency controls have been lifted.
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EXPLANATION OF PRUDENTIAL INDICATORS
Central government control of borrowing was ended and replaced with Prudential
borrowing by the Local Government Act 2003. Prudential borrowing permits local
government organisations to borrow to fund capital spending plans provided they can
demonstrate their affordability. Prudential indicators are the means to demonstate
affordability.
Capital expenditure – table 1 shows last year’s capital expenditure, this year’s
projected capital expenditure and the approved programme until 2017/18.
Ratio of financing costs to net revenue stream – table 5 shows that the General
Fund receives an income from the investment of balances, whilst HRA self financing
means that interest on net borrowing now accounts for between 14.16% and 16.01%
of net revenue.
Net borrowing need
programme.

– table 2 shows borrowing planned to fund the capital

Capital financing requirment (CFR) as at 31 March – table 3 shows the CFR which
is the council’s underlying need to borrow for capital purposes as determined from
the balance sheet. Table 8 shows the overall CFR is £95.549m. As the Council has
borrowing of £95.717m the balance sheet shows there is over borrowing of £0.168m.
HRA debt limit – table 11 shows the absolute limit for HRA indebtedness which is
measured against the HRA CFR. This shows that the HRA has borrowing ‘headroom’
of £95.742m - £87.980m = £7.762m.
Incremental impact of capital investment decisions – increase in Council Tax
(band D) per annum – table 6 shows the effect of the latest capital programme
report on annual council tax. This indicator is based on the estimated decrease or
increase in interest payable to or by the General Fund each year due to the changed
funding of the capital programme in the latest capital report to January 2015 Strategy
and Resources as compared with the previous capital report in June 2014.
Incremental impact of capital investment decisions – increase in average
housing rent per week – table 7 shows the effect of the latest capital programme
report on weekly housing rent. This indicator is based on the estimated decrease or
increase in interest payable to or by the HRA each year due to the changed funding
of the capital programme in the latest capital report to January 2015 Strategy and
Resources as compared with the previous capital report in June 2014.
Authorised limit for external debt
- table 10 shows the maximum limit for
external borrowing. This is the statutory limit determined under section 3(1) of the
Local Government Act 2003. This limit is set to allow sufficient headroom for day to
day operational management of cashflows.
Operational boundary for external debt – table 9 shows the more likely limit to the
level of external debt that may be required for day to day cashflow.
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Upper limit for fixed and variable interest rate exposure – table 13 shows these
limits that allow the Council flexibility in its investment and borrowing options.
Upper limit for total principal sums invested for over 364 days – table 15 shows
the amount it is considered can be prudently invested for period in excess of a year.
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Economic Background
UK. Strong UK GDP quarterly growth of 0.7%, 0.8% and 0.7% in quarters 2, 3 and
4 respectively in 2013, (2013 annual rate 2.7%), and 0.7% in Q1, 0.9% in Q2 and a
first estimate of 0.7% in Q3 2014 (annual rate 3.1% in Q3), means that the UK will
have the strongest rate of growth of any G7 country in 2014. It also appears very
likely that strong growth will continue through the second half of 2014 and into 2015
as forward surveys for the services and construction sectors are very encouraging
and business investment is also strongly recovering. The manufacturing sector has
also been encouraging though recent figures indicate a weakening in the future
trend rate of growth. However, for this recovery to become more balanced and
sustainable in the longer term, the recovery needs to move away from dependence
on consumer expenditure and the housing market to exporting, and particularly of
manufactured goods, both of which need to substantially improve on their recent
lacklustre performance.
This overall strong growth has resulted in unemployment falling much faster
through the initial threshold of 7%, set by the Monetary Policy Committee (MPC)
last August, before it said it would consider any increases in Bank Rate. The MPC
has, therefore, subsequently broadened its forward guidance by adopting five
qualitative principles and looking at a much wider range of about eighteen indicators
in order to form a view on how much slack there is in the economy and how quickly
slack is being used up. The MPC is particularly concerned that the current squeeze
on the disposable incomes of consumers should be reversed by wage inflation rising
back above the level of inflation in order to ensure that the recovery will be
sustainable. There also needs to be a major improvement in labour productivity,
which has languished at dismal levels since 2008, to support increases in pay rates.
Most economic forecasters are expecting growth to peak in 2014 and then to ease
off a little, though still remaining strong, in 2015 and 2016. Unemployment is
therefore expected to keep on its downward trend and this is likely to eventually feed
through into a return to significant increases in pay rates at some point during the
next three years. However, just how much those future increases in pay rates will
counteract the depressive effect of increases in Bank Rate on consumer confidence,
the rate of growth in consumer expenditure and the buoyancy of the housing
market, are areas that will need to be kept under regular review.
Also encouraging has been the sharp fall in inflation (CPI) during 2014 after
being consistently above the MPC’s 2% target between December 2009 and
December 2013. Inflation fell to 1.2% in September, a five year low. Forward
indications are that inflation is likely to fall further in 2014 to possibly near to 1%
and then to remain near to, or under, the 2% target level over the MPC’s two
year ahead time horizon. Overall, markets are expecting that the MPC will be
cautious in raising Bank Rate as it will want to protect heavily indebted
consumers from too early an increase in Bank Rate at a time when inflationary
pressures are also weak. A first increase in Bank Rate is therefore expected in
Q2 2015 and they expect increases after that to be at a slow pace to lower
levels than prevailed before 2008 as increases in Bank Rate will have a much
bigger effect on heavily indebted consumers than they did before 2008.
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The return to strong growth has also helped lower forecasts for the increase in
Government debt by £73bn over the next five years, as announced in the 2013
Autumn Statement, and by an additional £24bn, as announced in the March
2014 Budget - which also forecast a return to a significant budget surplus, (of
£5bn), in 2018-19. However, monthly public sector deficit figures have
disappointed so far in 2014/15.
The Eurozone (EZ). The Eurozone is facing an increasing threat from weak or
negative growth and from deflation. In September, the inflation rate fell further,
to reach a low of 0.3%. However, this is an average for all EZ countries and
includes some countries with negative rates of inflation. Accordingly, the ECB
took some rather limited action in June to loosen monetary policy in order to
promote growth. In September it took further action to cut its benchmark rate to
only 0.05%, its deposit rate to -0.2% and to start a programme of purchases of
corporate debt. However, it has not embarked yet on full quantitative easing
(purchase of sovereign debt).
Concern in financial markets for the Eurozone subsided considerably during
2013. However, sovereign debt difficulties have not gone away and major
issues could return in respect of any countries that do not dynamically address
fundamental issues of low growth, international uncompetitiveness and the need
for overdue reforms of the economy, (as Ireland has done). It is, therefore,
possible over the next few years that levels of government debt to GDP ratios
could continue to rise for some countries. This could mean that sovereign debt
concerns have not disappeared but, rather, have only been postponed. The
ECB’s pledge in 2012 to buy unlimited amounts of bonds of countries which ask
for a bailout has provided heavily indebted countries with a strong defence
against market forces. This has bought them time to make progress with their
economies to return to growth or to reduce the degree of recession. However,
debt to GDP ratios (2013 figures) of Greece 180%, Italy 133%, Portugal 129%,
Ireland 124% and Cyprus 112%, remain a cause of concern, especially as some
of these countries are experiencing continuing rates of increase in debt in
excess of their rate of economic growth i.e. these debt ratios are likely to
continue to deteriorate. Any sharp downturn in economic growth would make
these countries particularly vulnerable to a new bout of sovereign debt crisis. It
should also be noted that Italy has the third biggest debt mountain in the world
behind Japan and the US. Greece remains particularly vulnerable but has made
good progress in reducing its annual budget deficit and in returning, at last, to
marginal economic growth. Whilst a Greek exit from the Euro is now improbable
in the short term, some commentators still view the inevitable end game as
either being another major write off of debt or an eventual exit.
There are also particular concerns as to whether democratically elected
governments will lose the support of electorates suffering under EZ imposed
austerity programmes, especially in countries like Greece and Spain which have
unemployment rates of over 24% and unemployment among younger people of
over 50 – 60%. There are also major concerns as to whether the governments
of France and Italy will effectively implement austerity programmes and
undertake overdue reforms to improve national competitiveness. Any loss of
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market confidence in the two largest Eurozone economies after Germany would
present a huge challenge to the resources of the ECB to defend their debt.
USA. The Federal Reserve started to reduce its monthly asset purchases of
$85bn in December 2013 by $10bn per month; these ended in October 2014,
signalling confidence the US economic recovery would remain on track. First
quarter GDP figures for the US were depressed by exceptionally bad winter
weather, but growth rebounded very strongly in Q2 to 4.6% (annualised). The
first estimate of Q3 showed growth of 3.5% (annualised). Annual growth during
2014 is likely to be just over 2%.
The U.S. faces similar debt problems to those of the UK, but thanks to
reasonable growth, cuts in government expenditure and tax rises, the annual
government deficit has been halved from its peak without appearing to do too
much damage to growth, although the weak labour force participation rate
remains a matter of key concern for the Federal Reserve when considering the
amount of slack in the economy and monetary policy decisions. It is currently
expected that the Fed. will start increasing rates in mid 2015.
China. Government action in 2014 to stimulate the economy appeared to be
putting the target of 7.5% growth within achievable reach but recent data has
been mixed. There are also concerns that the Chinese leadership have only
started to address an unbalanced economy which is heavily dependent on new
investment expenditure, and for a potential bubble in the property sector to
burst, as it did in Japan in the 1990s, with its consequent impact on the financial
health of the banking sector. There are also concerns around the potential size,
and dubious creditworthiness, of some bank lending to local government
organisations and major corporates. This primarily occurred during the
government promoted expansion of credit, which was aimed at protecting the
overall rate of growth in the economy after the Lehmans crisis.
Japan. Japan is causing considerable concern as the increase in sales tax in
April 2014 has suppressed consumer expenditure and growth. In Q2 growth
was -1.8% q/q and -7.1% over the previous year. The Government is hoping
that this is a temporary blip.
CAPITA ASSET SERVICES FORWARD VIEW
Economic forecasting remains difficult with so many external influences
weighing on the UK. Major volatility in bond yields is likely to endure as investor
fears and confidence ebb and flow between favouring more risky assets i.e.
equities, or the safe haven of bonds.
The overall longer run trend is for gilt yields and PWLB rates to rise, due to the
high volume of gilt issuance in the UK, and of bond issuance in other major
western countries. Over time, an increase in investor confidence in world
economic recovery is also likely to compound this effect as recovery will further
encourage investors to switch from bonds to equities.
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The overall balance of risks to economic recovery in the UK is currently evenly
weighted. However, only time will tell just how long this period of strong
economic growth will last; it also remains exposed to vulnerabilities in a number
of key areas.
The interest rate forecasts in this report are based on an initial assumption that
there will not be a major resurgence of the EZ debt crisis, or a break-up of the
EZ, but rather that there will be a managed, albeit painful and tortuous,
resolution of the debt crisis where EZ institutions and governments eventually
do what is necessary - but only when all else has been tried and failed. Under
this assumed scenario, growth within the EZ will be tepid for the next couple of
years and some EZ countries experiencing low or negative growth, will, over
that time period, see an increase in total government debt to GDP ratios. There
is a significant danger that these ratios could rise to the point where markets
lose confidence in the financial viability of one, or more, countries, especially if
growth disappoints and / or efforts to reduce government deficits fail to deliver
the necessary reductions. However, it is impossible to forecast whether any
individual country will lose such confidence, or when, and so precipitate a sharp
resurgence of the EZ debt crisis. While the ECB has adequate resources to
manage a debt crisis in a small EZ country, if one, or more, of the large
countries were to experience a major crisis of market confidence, this would
present a serious challenge to the ECB and to EZ politicians.
Downside risks currently include:











The situation over Ukraine poses a major threat to EZ and world growth if it
was to deteriorate into economic warfare between the West and Russia
where Russia resorted to using its control over gas supplies to Europe.
Fears generated by the potential impact of Ebola around the world
UK strong economic growth is currently mainly dependent on consumer
spending and the potentially unsustainable boom in the housing market. The
boost from these sources is likely to fade after 2014.
A weak rebalancing of UK growth to exporting and business investment
causing a weakening of overall economic growth beyond 2014.
Weak growth or recession in the UK’s main trading partner - the EU,
inhibiting economic recovery in the UK.
A return to weak economic growth in the US, UK and China causing major
disappointment in investor and market expectations.
A resurgence of the Eurozone sovereign debt crisis caused by ongoing
deterioration in government debt to GDP ratios to the point where financial
markets lose confidence in the financial viability of one or more countries and
in the ability of the ECB and Eurozone governments to deal with the potential
size of the crisis.
Recapitalisation of European banks requiring considerable government
financial support.
Lack of support by populaces in Eurozone countries for austerity
programmes, especially in countries with very high unemployment rates e.g.
Greece and Spain, which face huge challenges in engineering economic
growth to correct their budget deficits on a sustainable basis.
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Italy: the political situation has improved but it remains to be seen whether
the new government is able to deliver the austerity programme required and
a programme of overdue reforms. Italy has the third highest government
debt mountain in the world.
France: after being elected on an anti austerity platform, President Hollande
has embraced a €50bn programme of public sector cuts over the next three
years. However, there could be major obstacles in implementing this
programme. Major overdue reforms of employment practices and an
increase in competiveness are also urgently required to lift the economy out
of stagnation.
Monetary policy action failing to stimulate sustainable growth in western
economies, especially the Eurozone and Japan.
Heightened political risks in the Middle East and East Asia could trigger safe
haven flows back into bonds.
There are also increasing concerns at the reluctance of western central
banks to raise interest rates significantly for some years, plus the huge QE
measures which remain in place (and may be added to by the ECB in the
near future). This has created potentially unstable flows of liquidity
searching for yield and, therefore, heightened the potential for an increase in
risks in order to get higher returns. This is a return to a similar environment to
the one which led to the 2008 financial crisis.

The potential for upside risks to UK gilt yields and PWLB rates, especially for
longer term PWLB rates include:



A further surge in investor confidence that robust world economic growth is
firmly expected, causing a flow of funds out of bonds into equities.
UK inflation returning to significantly higher levels than in the wider EU and
US, causing an increase in the inflation premium inherent to gilt yields.
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TREASURY MANAGEMENT SCHEME OF DELEGATION AND ROLE OF THE
SECTION 151 OFFICER
1. Council


Approval of annual strategy, mid-year report and outturn report

2. Audit and Standards Committee



Receipt, review and recommendation to Council of quarterly monitoring
reports
Receipt, review and recommendation to Council of reports on treasury
strategy, policy and activity

3. Section 151 Officer / Strategic Head (Finance & Business Services)








Reviewing the treasury management policy, procedures, strategy and
making recommendations to the Audit and Standards Committee;
Approving the selection of external service providers and agreeing
terms of appointment;
Submitting regular treasury management strategy reports;
Receiving and reviewing management information reports;
Reviewing the performance of the treasury management function;
Ensuring the adequacy of treasury management resources and skills,
and the effective division of responsibilities within the treasury
management function;
Ensuring the adequacy on internal audit and liaising with external audit.
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COUNCIL
26 FEBRUARY 2015
AUDIT AND STANDARDS COMMITTEE
3 FEBRUARY 2015
Report Title
Purpose of Report

Decision(s)

AGENDA
ITEM NO

8b

INTERNAL AUDIT & RISK MANAGEMENT SHARED
SERVICE
1) To provide the background and rationale underlying
the proposals to form an Internal Audit and Risk
Management Shared Service between Stroud District
Council,
Gloucester
City
Council,
and
Gloucestershire County Council.
2) To seek authority to delegate this Council’s Internal
Audit Function to Gloucestershire County Council in
accordance with the provisions of Section 101 of the
Local Government Act 1972, Sections 19 and 20 of
the Local Government Act 2000 and all other
enabling powers.
1) Audit & Standards Committee is asked to note the
information contained in the report and make any
recommendations to Council.
2) The Committee RECOMMENDS to Council that it be
resolved to:
(1) Have a Shared Internal Audit and Risk
Management Service (“the Service”) with effect
from 1 April 2015 (or such other date as is agreed
between the Council, Gloucester City Council and
Gloucestershire County Council) as outlined in the
report, SUBJECT TO:
(a)

the entering into of an Administrative
Collaboration Agreement for the Service with
the partner authorities on terms approved by
the Strategic Head (Finance and Business
Services); and
(b) the formation of an Internal Audit and Risk
Management
Shared
Services
Board
involving the Section 151 officers from each
of the participating authorities, to oversee the
implementation and ongoing monitoring of
the Service;
Delegate its Internal Audit Function to
Gloucestershire County Council in accordance
with the provisions of Section 101 of the Local
Government Act 1972.
1
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Consultation and
Feedback
Financial
implications and
Risk Assessment

The audit teams of the three partnership authorities have
been made aware of the proposed shared service and
have been kept informed of progress to date.
Opportunities for financial savings during 2015/2016 are
limited given the transition phase required. Any costs
associated with transition will be shared between the
three authorities, as agreed by the s151 Officers, and will
be contained within existing budgets.
The restructure and rationalisation of processes and
procedures will be completed by the end of 2015/16 and
therefore a minimum 3% savings target has been
identified for 2016/17 across partners. This is within the
context of continuing to deliver a quality, professional
service. An investment in training is essential to the
recruitment and retention of staff. The Shared Service
would be expected to continue to focus on opportunities
for further efficiencies.
Risk Assessment
The main risk to the Council is the loss of control by
delegating its functions to a host authority. In order to
address this, a Shared Services Partnership Board would
need to be created: it would comprise the s151 officers
(or duly authorised senior financial representative) in
each Council to oversee the implementation of the s101
Agency Agreement, quality, performance, risks and
consider major changes to the service.
In addition, to mitigate the risk of pension liabilities to the
host authority, the s101 Agreement would specify that,
up to the date of transfer, all pension liabilities remain
with the originating authority and they would not be
transferred to the host authority.
Sandra Cowley
Strategic Head (Finance & Business Services)
Tel: 01453 754136
Email: sandra.cowley@stroud.gov.uk
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Legal Implications

The Committee need not resolve to note the report (i.e.
decision 1), but if it wishes to proceed with the proposed
service arrangements, it will need to recommend to
Council as per paragraph 2(1) and in particular 2(2) of
the decision box.
The effect of these proposed decisions is to permit the
performance of the Council’s internal audit work
(currently by Gloucester City Council) by the County
Council and requires a termination of the existing
arrangements.
The new agreement between the
proposed partners which will complement the Council’s
decision to exercise its powers under Section 101 Local
Government Act 1972, should address various issues as
well as those to which the report refers (e.g. the quality
of the service required to be provided to the Council; and
any agreed potential financial liabilities which the Council
will incur should staff not be required by the new service
provider (which could be nil for the Council) or should the
Council exercise its discretion in future to return the
function to Council control, bearing in mind that the
Council does not currently employ any audit staff, all
such staff being that of Gloucester City Council). All
such terms and conditions will need to be approved as
per decision box paragraph 2(1)(a).

Report Author

Options

Karen Trickey, Legal Services Manager
Tel: 01453 754369
Email:karen.trickey@stroud.gov.uk
Sandra Cowley
Strategic Head (Finance & Business Services)
Tel: 01453 754136
Email: sandra.cowley@stroud.gov.uk
The alternative options identified and considered for the
provision of Internal Audit Services, are as follows:
a) No Change
This option was considered. However, the Internal
Audit and Risk Management services at all three
Councils have limited capacity and resilience to
respond to peaks in demand, increased irregularity
work and absence of staff. There are limited
opportunities for progression and training within the
current audit and risk teams, which is not beneficial
to staff morale and/or a quality service being
sustained.

3
Council
26 February 2015

Agenda Item 8b

b)

Outsourcing
Research has identified that the large accountancy
firms do not have the appetite for taking on Local
Authority Internal Audit services due to the pension
liabilities associated with TUPE transfers. The
Councils concerned would be duty bound to ensure
ongoing pension protection for the transferring staff
outsourced under TUPE, under the Local
Government Pensions Direction 2007. This would
entail any prospective bidder either offering
continued and ongoing membership of the Local
Government Pension Scheme under an admissions
agreement or a broadly comparable scheme
certified as such by the Government Actuary’s
Department (GAD). Both of these options would
involve employer contribution rates from the
contractors in line with, if not more than, the current
employer rates being paid by the County and the
District Councils. This would clearly inflate their bid
price and the cost per audit day would be
significantly higher than is currently paid.

c)

Other Partnerships
A growing number of Internal Audit Partnerships are
being set up around the country as the benefits of
doing so are realised. They vary in scale and
membership. Some benchmark costs were obtained
for comparison and it was established that the
partnership would benchmark in the bottom quartile.

The option to join other partnerships cannot be ruled out.
Equally, to continue to grow the Gloucestershire shared
service arrangement is also an option that can be
pursued once the new shared service has been
established.
Performance
It is proposed that, with effect from 1 April 2015, new
Management
arrangements are developed and implemented. This will
Follow Up
include a review of the management arrangements for
the new shared service, the development of a new
structure, implementation of the structure and review of
processes and procedures to deliver efficiencies. This
restructure and rationalisation of processes and
procedures will be completed by the end of 2015/16.
This detailed review will ensure that the revised structure
delivers the most effective outcome for each authority
and will deliver a minimum 3% savings target from
2016/17 across partners.
Background
Sharing the Gain, Collaborating for Cost Effectiveness –
Papers/Appendices CIPFA 2010
4
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1.0

Background and Key Issues

1.1

“A range of factors are forcing councils to think of new approaches to the
delivery of both front-line and back-office services. These include
external drivers (particularly government policies, grant settlements and
customer expectations) as well as internal pressures, such as improving
service quality, bringing down costs, attracting skilled staff, and
accessing best practice techniques and technologies” – Sharing the
Gain, Collaborating for Cost Effectiveness – CIPFA 2010.

1.2

In responding to this challenge, public service leaders and managers will
need to consider radical changes to their organisational structures and
operating models. One option they will need to explore is whether greater
collaboration with other bodies offers a route to reducing costs while
maintaining service quality.

1.3

Stroud District Council (SDC), Gloucester City Council (GCC), and
Gloucestershire County Council (Glos CC) are all committed to improved
service delivery and efficiency within their respective Councils.

1.4

SDC’s Corporate Delivery Plan for 2014-18 sets out five key tasks, one
of which is to “provide value for money to our taxpayers and high quality
services to our customers”. Achieving this will include redesigning
services and innovation.

1.5

GCC’s Council Plan 2014-2017 sets out four priorities, one of which is
“sound finances and strong performance”. One of the key measures
within this priority is savings delivered through joint and collaborative
working.

1.6

Glos CC’s Council Strategy 2011-15 (2014/15 update): “Meeting the
Challenge” sets out three council values, one of which is “living within our
means”. This will be achieved by being as efficient as possible, saving
money by joining up with partners, and by finding the best, most efficient,
way of delivering services which satisfy customers.

2.0

The Rationale for Change

2.1

Discussions have taken place over many years between the various
Councils within Gloucestershire regarding the benefits of joint working
between the authorities’ respective internal audit teams.

2.2

Following the successful partnering agreement for the management of
the internal audit team in Stroud which had been in place for the
preceding 15 months, in December 2010 SDC and GCC entered into a
formal shared internal audit service for the provision of an internal audit
service to both Councils.
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2.3

Known as G A A P (Gloucestershire Audit & Assurance Partnership) the
service is hosted by Gloucester City Council, and is managed by the City
Council’s Audit, Risk & Assurance Manager. Both Councils agree that
the shared service arrangement is a success with the sharing of audit
skills between the two teams and the development of a common audit
approach and documentation.

2.4

Due to the success of the current internal audit shared service
arrangements between SDC and GCC, the s151 Officers of SDC, GCC
and Glos CC agreed to consider extending the current shared service
arrangement to include Glos CC and review the opportunities available
to:



Formally share internal audit and risk management services between
the three Councils; and
Bring the management of an extended shared service under one
manager

3.0

Proposed Shared Service Arrangements

3.1

Governance Arrangements

3.1.1 The recommended option for the delivery of the shared service is via a
Delegated Function Model. Under this option, one Council (the Lead
Authority) undertakes the functions of another Council under delegated
powers set out in an Administrative Collaboration Agreement entered into
under s101 Local Government Act 1972 (“s101 Agreement”). The Lead
Authority employs all staff (i.e. staff who work for the Council which has
delegated its functions to the Lead Authority, transfer to the Lead
Authority).
3.1.2 This option is recommended for the following reasons:


It has a proven track record through benchmarking for delivering
services between Councils. Examples include the current Audit &
Assurance partnership in operation between Gloucester City Council
and Stroud District Council; Devon Audit Partnership (Devon County
Council, Plymouth City and Torbay Council); and The Southern
Internal Audit Partnership (Hampshire County Council, Southampton
City Council and West Sussex County Council); and



It is relatively straightforward to set up, in that it only requires a s101
Agreement to be prepared and implemented and staff to TUPE to the
Lead Authority.

3.1.3 The main risk to the Council is the loss of control by delegating its
functions to a host authority. In order to address this, a Shared Services
Board would need to be created comprising of the s151 officers (or duly
authorised senior financial representative) in each Council to oversee the
implementation of and delivery of the function under the s101
6
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Agreement, quality, performance, risks and consider major changes to
the service.
3.1.4 In addition, to mitigate the risk of pension liabilities to the host authority,
the s101 Agreement would specify that up to the date of transfer, all
pension liabilities remain with the originating authority and that they
would not be transferred to the host authority.
3.2

Recommended Shared Services Framework

3.2.1 The main driver behind the sharing of back office services such as
Internal Audit & Risk Management is, essentially, to produce efficiency
savings but, importantly, also to improve business resilience.
3.2.2 It is recommended that Glos CC becomes the host authority under a
section 101 Agreement with effect from 1 April 2015. The duration of the
agreement will be for a three year period initially (from the
commencement date) and shall continue in force thereafter, unless and
until one year’s notice in writing is given by any of the Councils to
withdraw from the agreement.
3.2.3 As a result of the above recommendation, the IA staff based at SDC and
GCC (i.e. 6.6 FTE staff) will be transferred, under TUPE arrangements,
to Glos CC from the commencement date of the Agreement. During most
of the first year of operation, i.e. 2015/2016, all of the three councils’
audit staff will remain within their existing organisational structures and
work bases and will retain their existing roles and responsibilities.
3.2.4 It is proposed that, with effect from 1 April 2015, new arrangements are
developed and implemented. This will include a review of the
management arrangements for the new shared service, development of
a new structure, implementation of the structure and review of processes
and procedures to deliver efficiencies. This restructure and rationalisation
of processes and procedures will be completed by the end of 2015/16.
3.2.5 This detailed review will ensure that the revised structure delivers the
most effective outcome for each authority and will deliver a minimum 3%
savings target from 2016/17 across partners.
3.3

The Key Benefits for Change

3.3.1 It is felt that the shared service proposal represents a real opportunity
across the three authorities, namely:




Economies of scale from the employment of a single Chief Internal
Auditor across the three authorities;
Pooling of expertise to strengthen business delivery to the benefit of
the clients;
Provision of a critical mass and improved business resilience e.g.
enabling the risk of sickness and vacancies to be better managed;
7
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Enhanced ability to undertake thematic reviews across the three
authorities to share best practice across the partnership;
Enabling succession planning, career opportunities and development
for staff;
Optimising use of resources through a modern collaborative
approach;
Achieving economies of scale through shared training and
procurement; and
Benefits of adopting common day to day audit reporting and
procedural approaches driven by a single Audit Management System
for the shared service.

3.3.2 In addition, the following benefits have been identified from Glos CC
being the host authority for the shared service:





The Audit Management IT System used by Glos CC could be used to
enable the automated management of the audit and risk functions
across the shared service.
Access to additional IT audit skills via the current ICT audit provision
contract Glos CC has with a third party supplier.
Access to additional support for the National Fraud Initiative work
and investigatory work under the current agreement between Glos
CC and the Gloucestershire NHS Counter Fraud Service; and
GlosCC can offer the Partnership the expertise of IDEA, a powerful
and user-friendly data analysis tool designed to help auditors and
other financial professionals perform data analysis quickly to help
improve audits and identify control breakdowns.
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