
 

 
DATE: 
 

6 December 2016 

REPORT OF: 
 

CHIEF FINANCE OFFICER  
 

SUBJECT: BUDGET MONITORING – GENERAL FUND & CAPITAL,  
TREASURY MANAGEMENT LENDING LIST 
 

PART I  
 
  
RECOMMENDATIONS  
 
The Executive is recommended to  
       
Resolve 
 
(a) To approve the revenue budget variations as shown at appendix 1  
 
(b) To approve the updated capital programme as shown at appendix 2 

 
(c) To note the updated lending list as shown at appendix 3 

 
The Executive recommends to Council 
 
(a) To note the mid-year review of treasury management at appendix 4 
   

 

1. PURPOSE 
 

 To identify the principal areas where there are likely to be departures from the 
approved 2016/17 budget and summarise the likely overall variation based on 
the information available to the end of October 2016.  Also to inform Members of 
progress that has been made with achieving savings and efficiencies.  All shown 
at appendix 1.          

 

 To update Members on progress with the capital programme and funding and 
bring the latest details for members’ approval as shown in appendix 2.  
 

 To update Members on the lending list for treasury management purposes as 
shown in appendix 3. 
 

 To bring the mid-year treasury management review for information as shown at 
appendix 4. 

 

 
 

 

EXECUTIVE 
 
LEADER:  Cllr Jeremy Christophers                                                   PORTFOLIO HOLDER: Cllr Stuart Barker  
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2. SUMMARY 
 
2.1 Opening general reserves for the year are £1.6 million plus earmarked reserves 

 of nearly £3.9 million including carry forwards. The 2015/16 external audit is 
complete and no changes were made to the Teignbridge figures.  There is a 
small deficit of £24,000 forecast for 2016/17 arising from variations to the original 
budget.  

 
2.2 A summary of revenue budget variations by service identified to date for the 

current year is shown below with favourable variations indicated by a minus sign 
as per the details shown in Appendix 1. 

 
                         Service                             Variance £ 

Development management         104,000 

Corporate services – finance investment income           10,000 

Economy & assets – car parking          -24,000 

Radio 1 Big Weekend           34,000 

General – vacancy savings        -100,000 

TOTAL ADVERSE BUDGET VARIATION TO DATE           24,000 

 
2.3 A significant contribution to capital of £2.4 million is assumed in the current year 

mainly enabled through new homes bonus receipts but these are expected to 
reduce in later years. Estimated rates retention above the baseline and pooling 
gain is assumed to grow over the three year plan period from £0.9 million in the 
current year.      

    
3. BACKGROUND 
  
3.1 A report on the variations to the 2016/17 budget identified as at the end of August 

was brought to members on 4 October 2016. At that time an updated capital 
programme and amended treasury management lending list were also approved. 
The external auditors are checking the £36 million housing benefits claim in time 
to certify it by the deadline of 30 November. Their findings will be reported to the 
next Audit Scrutiny Committee. 

    
4. VARIATIONS BY SERVICE (revenue shown in appendix 1 and capital in 

appendix 2) 
  
4.1  Building control 
 

At the end of October fee income is forecast to be slightly down on the budget of 
£370,000. Income received to date is slightly higher than at the same time last 
year.   
 

4.2  Development management including land charges   
 

 At the end of October planning applications income is forecast to be £109,000 
down on the original budget of £816,000 and slightly down on last year. 
Government last increased planning fees by 15% from 22 November 2012. 
Planning applications are also down 4% to the end of October.      
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  Land charges income is forecast to be £5,000 up on the budget of £225,000. 
 This is slightly less than last year as at the end of October and the number of 
 searches is also 6% down on last year. 

   
 
4.3 Corporate leadership team & corporate services     

 
 The management restructure was implemented in 2013/14 with a full update to 
 Executive and Council in September 2013. The financial effects were included in 
 the February 2014 budget with savings assumed to increase to over £400,000 in 
 2016/17. Members were updated on the latest interim structure at Executive on 
 12 April following the deletion of 2 business lead posts and a project manager. 
 
 Finance 
 

  Income from interest is forecast to be down £10,000 on the original budget of 
 £42,000. This takes account of the 4 August reduction in base rate to 0.25%. 
 Since the purchase of Market Walk we have had less cash available to lend long 
 term and we are therefore restricted to shorter term investments. The interest 
 rate for these is lower and our average lending rate to date is 0.44%. However 
 this is just above the benchmark 7 day London Interbank Bid rate to date of 
 0.40%. The current forecast is for base rate to stay at 0.25%. 

 
 In September we arranged lending of - 
 

£1 million to Nationwide Building Society (BS) at 0.35% for 147 days to 9 
February 2017  

 £1 million to Nottingham BS at 0.4% for 147 days to 9 February 2017 
  
 and we had £5.9 million lent out or in call accounts at the end of the month. 
 

In October there were no additional fixed term investments and we had £6.8 
million lent out or in call accounts at the end of the month. 

   

  Municipal Mutual Insurance (MMI) provided insurance for the Council until early 
1993 when policies were transferred to Zurich Municipal.  MMI experienced 
financial difficulties in 1992 and a scheme of arrangement was agreed by local 
authority creditors to facilitate the solvent run- off of the company. The scheme 
has been triggered and we have to pay a percentage of our potential liability of 
£341,000.   

 
In 2013/14 a provision was made for the first levy notice of 15% or £51,000 which 
the administrator issued in April 2013 and was billed and paid early in 2014.  A 
further reserve of 35% or £119,000 for likely claims in future years was also set 
up. Together these allowed for a total 50% of the potential liability as 
recommended by the broker. MMI’s accounts to 30 June 2015 have been 
published and we have paid a second levy of 10% or £34,000 in April this year. 
We still have £85,000 in reserve for the potential remaining 25%. 
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Human resources  
  

The human resources restructure has taken place over recent months. Human 
resources and legal have been integrated under a single manager, the Solicitor 
to the Council. Both services have now moved together into one combined office. 
The three new human resources and organisational development partners are 
now in post. 
 

 Legal and procurement        
  

There are no significant variations to report but see human resources and 
organizational development above. 

 
4.4  Economy & assets    
 

 Repairs and maintenance are on target to be within the budget of £887,000. 
There are variations within rental income as compared to budget but they 
balance each other out. 

 

 There is a favourable summer variation in standard car parking ticket income. 
This has been across the resorts and has also more than offset the decline in 
income for Newton Abbot. Overall the income is forecast to be £24,000 better 
than the original budget of £2.7 million. 

 
 Capital 
 

  Council of 6 June resolved to commit funding to the Superfast Broadband 
Connecting Devon and Somerset phase 2 programme. An investment of 
£250,000 financed from capital receipts and spread over the years 2017/18 and 
2018/19 was confirmed. The collaboration agreement has now been finalised for 
signing.  

  

 The acquisition of land in Newton Abbot to ensure the continued growth of jobs in 
the area with good access to road networks which was approved by Executive on 
9 December 2014 and Council on 12 January 2015 has been completed in 
October this year. 
 

 Council of 4 July also approved the purchase of additional land for the creation of 
employment using the existing budget provision. Negotiations are ongoing. 

 
Capital - coastal & drainage    

 
The current year’s programme is fully funded by budgeted grants of £2.4 million 
mainly from the Environment Agency for regional coastal monitoring, and flood 
alleviation and prevention. Of this £197,000 was received in earlier years and 
£632,000 has been received to date in the current financial year. 
  
Due to the Environment Agency relying on the EU for some of their funding, post 
Brexit vote their funding has become more uncertain. They have confirmed 
grants only for those projects where they themselves have funds in place.  The 
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capital programme has been updated to reflect both this change and the 
confirmation of £1.3 million funding for the Point sea wall scheme.  

 
4.5 Environment  
 

Waste have exceeded their budget for garden waste subscriptions by £21,000 
which is planned to be used towards replacing the bailer at the bulking station. 
Recycling credits are also up by £56,000 which has covered the extra wage 
costs of the service due to the introduction of the national living wage and 
success of the garden waste scheme.    

  
4.6 Housing     
 

 The success of the Albany House project was reported to Overview and Scrutiny 
 on 12 September. Cost and income figures are within budget and have helped 
 mitigate the rising cost of placements in other types of temporary housing.  The 
 positive financial projections have suppressed the requirement to increase 
 the budget for traditional bed and breakfast accommodation. 
 

 Capital    
  
 We received all of the government housing capital funding for 2016/17 of  
 £1.1 million towards statutory disabled facilities grants in May. After paying the 
 agreed 10% to county we have £950,000 to spend. £630,000 is now anticipated 
 and budgeted each year for right to buy receipts towards the affordable housing 
 programme.  We received £752,000 last year. £148,000 of previously paid 
 renovation grants have been recovered for Teignbridge to the end of October. 

.   
4.7 Leisure  
  

Leisure continues to experience growth in their membership income with a 
favourable variation of £30,000. This is being used to offset reductions in other 
income and increases in wage costs due to the national living wage. 

  
4.8 Licensing  
 
 Licensing income looks to be on target to achieve the budget of £209,000. This is 
 slightly less than last year.  
     
4.9 Revenue & benefits plus customer services 
 
          There are no significant variations to report. 
 
4.10 Spatial planning   
 

We received the first payments of community infrastructure levy (CIL) last year. 
The money is being coded by town/parish and any payments due to them will be 
made quarterly. Teignbridge currently has a net £583,000 of CIL after payments 
to parishes. By the end of the year this total net cash figure is expected to reach 
£981,000. This is all committed to existing approved projects including the 
Suitable Alternative Natural Green Space (SANGS) described below.  
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Capital 
 

 Council of 4 July approved the acquisition of land at Dawlish to provide a natural 
 recreational area for local people to enjoy. The land was acquired on 9 
 September as part of the £2.9 million SANGS project. It will help protect 
 internationally important conservation sites at nearby  Dawlish Warren and the 
 Exe Estuary providing more leisure choices for the growing population and 
 people living in new developments nearby.   

 

 Council of 26 September approved that Teignbridge becomes a shareholder of 
the public sector Energy Services Company. This will involve providing up to 
£98,000 of revenue support towards procurement from an identified revenue 
carry forward. In the longer term capital investment of up to £177,000 is expected 
into the Joint Venture company starting in 2017/18 with net revenue returns 
expected from 2034/35. 
   

4.11 General revenue    
 

 The pay award set the lowest rate at £7.54 which is above the national living 
wage rate of £7.20 assumed in the budget. This was a 6.6% increase and the 
next few grades above that also had a similar increase. The estimated cost 
above budget is £102,000 mainly falling on leisure and waste. The departments 
are hopeful of managing this pressure within budget. 
    

 The Executive of 19 July approved the allocation of £34,000 from general 
reserves to meet the cost variance associated with transport planning for Radio 
1’s Big Weekend. 
 

 Council tax support cost continues to go down and was just over £8.7 million at 
the end of October which is £430,000 below the original estimate of £9.2 million. 
Council tax support falls directly to Teignbridge including parishes (12.8% 
together), county, fire and police and is being monitored monthly.   

 

 Our business rateable value (RV) has fallen from £83.5 million to £82.7 million 
but the number of assessed businesses has increased from 4,962 to 5,014. 
These are the end of October 2016 figures as compared to the beginning of the 
current year 2016/17. The reduction in RV is mainly due to settled appeals on 
doctors surgeries where a new method of valuation is being used for purpose 
built premises by the valuation office. A provision was made for these last year 
and whilst looking to be somewhat light we still look to be on target to achieve the 
total budget of £4.0 million business rates retention income for the year.      
 

 The number of dwellings in Teignbridge on the valuation list is monitored monthly 
and the data feeds into the new homes bonus (NHB) calculation. By the NHB 
deadline of 3 October there were 60,989 dwellings which is 696 more towards 
the next NHB payment which starts in 2017/18. This is above the target for 
growth and we also managed to reduce empty homes which we have been 
successfully working on over the summer months. However we still await the 
outcome of the government’s consultation on NHB which is likely to reduce our 
income for future years. A reduction from 6 to 5 years payments has already 
been assumed for the 2017/18 budget with further reductions after that. However 
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with these excellent figures if the NHB change is only as assumed the forward 
budget figures for the next four years could improve by £128,000 per annum. 

 
 
4.12 General savings progress    
 

 Following Executive of 22 July 2014, Council approved on 31 July 2014 the 
implementation of a shared ICT service between Exeter, Teignbridge and East 
Devon district councils. This is through a stand-alone limited company called 
Strata Service Solutions Ltd which was launched on 1 November 2014. In 
September 2014 Strata secured £970K of government funding to support its 
commitment to improve services for residents and reduce costs.  

 
 The grant funded Teignbridge’s share of the revenue implementation costs and 
the capital part is being funded from the extra money in opening general revenue 
reserves at the start of the 2015/16 year. The 10 year business plan showed 
costs of £428,000 and savings of £1.7 million in total. Savings are currently being 
updated following closure of the 2015/16 accounts.  

 

  Salary vacancy savings at the end of October look to be at least £100,000 more 
 than the required budget target of £100,000. This is after allowing for the full 
costs of the pay award.    
 

4.13 Future years    
 
 The result of the EU referendum held on 23 June has caused some market and 

economic volatility but it is too early to say what the long-term effect on interest 
rates will be. So far the money markets have experienced falls in rates due partly 
to the Bank of England standing ready to provide additional funding if required. 
Interest rates have been cut from 0.5% to 0.25% - a record low and the first cut 
since 2009.  

 
 The new Chancellor Philip Hammond announced on 1 July that government 

policy for the remainder of the parliament will be to allow a fiscal deficit to 
develop if there is an economic slowdown. Further clarification may be provided 
in the Autumn Statement on 23 November. We also have a new local 
government minister Sajid Javid. 

  
 Government consultations which could have significant effects on local 

government finance are as follows: 
   

 The technical consultation on significantly reducing new homes bonus was 
published in December 2015 and closed on 10 March 2016. Teignbridge 
responded by the due date and a formal response was promised by the 
government within 3 months of the closing date but I am not aware of any 
answers yet. 

 

 Teignbridge responded to the consultation on 100% business rates 
retention to meet the deadline of 26 September. The 36 questions were 
deliberately open seeking views and ideas across all aspects of the 
reforms. Further details and comment from the LGA were included in MNL 
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29 dated 21 July 2016. Our response was largely based on the rural 
services network response. 

 

 Teignbridge also responded that it supported the county council network, 
rural services network and district council network shared principles 
document and the rural service network Fair Funding Review response. 
This consultation included 14 technical questions about the balance of 
funding and formulae used to distribute funding and was linked to the 100% 
business rates retention consultation with the same response deadline. 

 

 Government clarified its four year funding offer to provide minimum 
allocations for those councils that choose to accept and publish an 
efficiency plan. Teignbridge accepted this by the deadline of 14 October as 
reported in MNL 43 dated 27 October. We have not received a formal 
response yet from government just an acknowledgement of our acceptance. 

 

 Finally government has published a technical consultation on the settlement 
for next year. This mainly covers the multi-year settlement as mentioned 
above, council tax referendum principles  and in particular that they may 
apply to parishes, business rates revaluation and work towards 100% rate 
retention. The details were explained in MNL 39 dated 29 September 2016 
and the  survey questions have been answered as advised by our external 
consultants. 

 

 The business rates revaluation effective from 1 April 2017 has resulted in 
slightly higher values for the Teignbridge area but there will be a lower 
multiplier. The total cost of rates to businesses in the district including to the 
council itself is likely to reduce. However there will be  transitional relief so 
the reduction  will take up to five years to work through being fully in place 
by 2022/23. Overall the effects of business rates revaluation nationally will 
be neutralised by government. The effect will also be neutralised within the 
rates retention system for each authority. 

 

 The draft council tax base has been estimated for next year. This show a 
volume increase of 1.7% for council tax income. These figures will be fed 
into the initial budget proposals for 2017/18 to be considered at Executive 
on 3 January 2017. 

   

 The draft actuarial valuation for the Devon pension fund has been received 
for 31 March 2016 effective for the next three years. Contributions are 
required to increase mainly because of the requirements of the Government 
Actuarial Department. For Teignbridge whilst the payment of £1 million at 
the end of last year has mitigated this increases are still likely to be required 
but the final figures have not yet been received. The employer’s contribution 
rate is likely to increase from 13.3% to 14.6% costing an extra £136,000 per 
annum. In addition the deficit lump sum contribution is estimated to increase 
by £160,000 next year and £216,000 in 2018/19 as compared with the 
original plan. 
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5. TREASURY MANAGEMENT 
 
5.1       Lending list 
 

The authorised treasury management list was approved at the 2016 February 
budget meeting and updated at Executive of 19 July and 4 October. Since then 
there has been one minor amendment to eliminate HSBC who will not consider 
any investment below £5 million and the current list is shown in Appendix 3 for 
information.  
 

5.2 Mid year review 
 
The mid year review of performance which is required to be noted by Council is 
attached at Appendix 4. This shows good returns of 0.44% being in excess of the 
benchmark London interbank bid rate of 0.40%. Interest earned is £53,372 less 
than last year due to less funds being available mainly due to the purchase of 
Market Walk and the reduction in the base rate to 0.25%.  
 

6. MAIN IMPLICATION 
 
 The main implication members need to be aware of is as follows: 
 
 Resources 
 
 The report notes an overall adverse revenue variation of £24,000 identified this 

year to the end of October. Cash flow is forecast to be positive over the next 
twelve months apart from some possible short term borrowing at the end of 
March when cash is normally at its lowest. Revenue reserves are considered to 
be sufficient to sustain the council over the three year financial plan period. 
Capital is funded over the medium term. 

  
7. TIME-SCALE 
 

 This report covers the year 2016/17 but also refers to the accounts for 2015/16 
 and the financial plan for 2016/17 to 2018/19.  

 
8. JUSTIFICATION 
 
           Regular budget monitoring is required by the Council’s Constitution and Financial 
 Rules.  

  
9. DATE OF IMPLEMENTATION (CONFIRMATION OF DECISION SUBJECT TO 

CALL-IN) 
 
 10.00 a.m. on 13 December 2016  
 

 

 

 

Lesley Tucker  
Chief Finance Officer  
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Wards affected All 

Contact for more information 
 

Lesley Tucker 01626 215203 or Martin Flitcroft 01626 
215246  

Background Papers (For Part I reports only) 
 

Budget monitoring 2016/17 files; Capital files; Year end 
2015/16 files;  

Key Decision Yes 

In Forward Plan Yes 

In O&S Work Programme No 

Appendices App 1 – Revenue Variations 
App 2 – Capital Programme 
App 3 – Treasury Management Lending List 
App 4 – Treasury Management Mid Year review 


