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Foreword

Preston has a lot to look forward to in 2020, with a range of positive news coming our way at the end of 2019. 

We look forward to pushing ahead with the Towns Fund, engaging with key representatives of communities, 

businesses and all levels of government with a focus on strategic investment into the City centre. We expect 

this will be complemented by the announcement late in 2019 about the High Street Task Force pilot we have 

been included in. Also City Deal continues to significantly contribute to the City by investing in much-needed 

infrastructure in the local area, and we were proud to be part of the spade in the ground ceremony for the 

Western Distributor in the autumn.

The evidence that Preston is changing is everywhere and I am proud of the role Preston City Council plays in 

the City’s progress. 

The City has a burgeoning cultural offer to be proud of – we have a growing number of independent places 

to eat, drink and shop that complement the well-known chains on our high street. At the heart of this is the 

iconic Harris, ambitiously progressing its Re-Imagining project and visitors will already see positive changes 

that have been implemented across the building and new events to participate in. We were proud to officially 

welcome in the Library team to join us as a single team at the start of 2020.

We are committed to our ambitious Community Wealth Building agenda, often referred to as the Preston 

Model, which puts our residents at the heart of economic development for the City. It factors into all of our 

major decisions and will continue to influence the future of the City. We acknowledge the economy doesn’t 

often work for many people and it is why we will move forward with plans to create 10 new worker owned 

businesses and spearhead a new regional cooperative bank. These principles will apply to our new cinema 

and restaurant development where we have worked hard with our development partner, Maple Grove 

Developments to ensure that community benefit is at the heart of this exciting scheme.

Our investment in the local economy through procurement continues to be a priority for us, with continued 

national and international recognition. We are proud to be leading a trans-national, European project 

“Making Spend Matter” through URBACT, to explore key topics surrounding progressive public procurement 

and spend analysis.

Our work with Community Wealth Building is just one strand of our Fairness Agenda, which also includes 

really important work across the City with projects and initiatives such as the ‘Holiday Markets’ which aims 

to save families money on food during school holidays, ‘Connected Communities’ which helps embed 

community knowledge and ‘Somewhere Safe to Stay’ which tackles rough sleeping. We are proud to be 

progressing the Climate Change Agenda in Preston as we work with partners to better understand what role 

we can play to tackle the climate crisis.

Despite the difficult budget decisions that we have had to make in recent years, I believe that we are 

delivering high-quality frontline services to Preston’s residents. Unfortunately moving forward we are faced 

with continuing levels of financial uncertainty regarding future Government funding along with other

significant financial considerations.

Our ambitions remain high and we are proud to serve this city and of the work we, alongside partners, 

continue to achieve. 

Councillor Matthew Brown

Leader of the Council
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PART 1: ACHIEVING PRESTON’S PRIORITIES

How are we doing?

Why are we taking action?

Preston is identified nationally as a City with significant economic prospects and potential to become a much greater 

force in the regional economy.  To achieve this ambition there are a number of key issues that we have been addressing:-

 A need to diversify and strengthen the City centre workforce

 The need to find innovative solutions to redundant commercial and retail property

 A need to grow the leisure, culture and tourism offer

 Transport network prioritising accessibility by car at the expense of pedestrians, cyclists and public transport

 Poor arrival experience, connectivity and functionality of the City’s railway and bus station

 Under-utilisation of the City’s rich legacy of historic buildings and spaces

 Under-provision and limited range of new housing in Preston’s central area

What Actions are we taking?

HARRIS QUARTER

Culture and Leisure –

The 12-year cultural strategy taking Preston up to the next Guild is in the final stages of 

development working collaboratively with the independent arts sector, local community and 

creative industries.  Due to be published in the spring of 2020 the strategy will set out a clear 

vision for culture in Preston, identify key priorities for investment and shape the focus for 

cultural governance.

Planning for the full scale Encounter Festival in September 2020 is well underway with the 

appointment of an Executive Producer to take the lead on delivering the festival business plan and the submission of 

an Arts Council England funding application.  Encounter Festival is being positioned as a key cultural event for Preston 

and Lancashire and engaging widely across the county.  The producer is also working to develop the infrastructure of 

• Securing investment; improving assets and infrastructure;
attracting high quality jobs; creating a City with a strong
cultural and leisure offer.

Your City

http://www.prestonguildcity.co.uk/events/details/6078?utm_content=&utm_medium=email&utm_name=&utm_source=govdelivery&utm_term=
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an organisation to take forward the delivery of the festival and ensure its future sustainability.  Plans are well underway 

to deliver another ambitious events programme for the City, building on the traditional Easter egg rolling and summer 

programme.  Events will take place across the Flag Market, markets, Harris and other key City locations to drive visits, 

footfall and enhance perceptions of the City.  Continued work with external event organisers is taking place to populate 

Moor Park, Avenham Park and other council owned sites with a range of events from music festivals to circus to charity 

events.

Re-imagining the Harris –

Intensive work is now underway to deliver the development phase of the Re-imagining the 

Harris project to develop the stage 2 bid for submission in November 2020.  The external

project team is now in place and is working closely with staff from both Lancashire County

Council (LCC), Preston City Council (PCC), stakeholders and partners. Testing of initiatives will 

continue to inform the Re-imagining project, including the trial opening of entrances, blending 

displays, co-production and curation and business development.

Harris Museum and Art Gallery –

The Harris continues to deliver its ambitious programme supported through the Arts Council 

England’s National Portfolio Organisation Programme.  A full programme of events will be 

delivered throughout 2020 attracting over 300,000 visitors.  The Harris library function has 

been delegated to PCC and work is ongoing to develop a joined up visitor services team across 

the venue to improve the visitor experience.

City Deal –

2019/20 has been another successful year for City Deal with significant progress on major 

infrastructure projects and continued development at pace for new housing and commercial 

schemes.

The Penwortham by-pass, John Horrocks Way, was completed and opened in 2019 as were the Broughton public 

transport corridor works to complement the earlier opening of the Broughton by-ass.  The largest road scheme of the 

whole City Deal programme, the new Preston Western Distributor and East-West Link Road, got underway on site in 

September 2019.

Over 5,500 houses and approaching 80,000 sq. meter of commercial floorspace (equating to over 15,000 jobs) have 

now been completed in the City Deal area since the Deal was signed.

During the next 12 months significant progress is expected to be made on the construction of the Preston Western 

Distributor and East-West Link Road working towards completion in early 2023.  In South Ribble work will start on the 

Penwortham town centre improvements to the A582 corridor.  Housing and commercial development is anticipated to 

continue at a fast rate reflecting the ongoing high demand levels across the City Deal area.

https://intranet.intra.preston.local/CorporateImages/BUILDINGS/HarrisMuseum.jpg
https://intranet.intra.preston.local/CorporateImages/BUILDINGS/HarrisMuseumatNight.jpg


3 | P a g e

Progress on major projects in the City Centre that are being supported by City Deal, such as the Harris Quarter Leisure 

Scheme, will be reported elsewhere in this section.

Harris Quarter Leisure Scheme and Preston Market –

A number of major steps forward were made with the Harris Quarter Leisure Scheme, 

featuring a new cinema, restaurants and car park, during the course of last year.  Local 

developers, Maple Grove Developments, have been brought in to lead the development 

alongside Muse with the Heads of Terms for this £40m scheme agreed by both parties.  The 

Light Cinemas continue to confirm their commitment to the scheme as the main anchor 

tenant and interest from food and beverage operators remains strong. The cinema 

development will contribute towards the Council’s community wealth building agenda.

The demolition of the former Indoor Market and car park was completed before the end of 2019 leaving a ready-to-go 

development site for when the final stages of preparation work have been concluded in 2020.

The finalisation of the Development and Funding Agreement is anticipated in Spring 2020 with the revised planning 

application to be submitted shortly afterwards.

The new Market Hall continues to evolve positively with new traders moving in and further works planned to improve 

the internal environment temperature control issues.  The Market Hall won the national Planning Award for the Best 

Use of Publicly-owned Land and/or Property in Placemaking in 2019.

Preston Bus Station –

This is a Lancashire County Council led project working in partnership with the City Council.

Following the earlier completion of the bus station and car park improvements, the new 

public square on the western side of the Preston Bus Station was completed in early 2020.  

The refurbishment of the Bus Station and Car Park has won three North West Royal Institute 

of British Architects awards, a RIBA national award and nomination for the 2019 RIBA Stirling 

Prize and the RTPI NW Award for Planning Excellence in the Culture and Heritage category 2019.

Preston Bus Station celebrated its 50th anniversary in 2019 with a number of events including a successful exhibition in 

the Harris.

Fishergate Central – Public Realm –

Improvement works to Lancaster Road, including in front of the Guild Hall, Lord Street and 

Tithebarn Street will be completed in early-2020.  This is a County Council-led scheme in 

partnership with the City Council.  
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Railway Station -

Discussions are ongoing with Lancashire County Council and key stakeholders with the 

intention to produce an action plan in 2020, setting out key milestones, with the objective of 

transforming the station and the surrounding area.

Winckley Square (Townscape Heritage Initiative (THI)–

The National Lottery Heritage funded Townscape Heritage Initiative (THI) comes to an end of 

its five year duration in early 2020.  During this period the THI has successfully regenerated 

several properties around the area including ones on Glovers Court, Cross Street, Chapel 

Street, Cannon Street and Camden Place, as well as the transformation of the public realm 

on Cannon Street which has had a positive influence on private sector investment in 

properties on that street.

There has also been and continues to be significant private sector investment in the Winckley Square area including the 

conversion to residential use of the former LCC offices on the corner of Cross Street which are approaching completion.

University of Central Lancashire –

The state-of-the-art Engineering Innovation Centre was completed and occupied during 

2019 and forms an impressive frontage to the western side of the new Adelphi Square, the 

construction of which also got underway in 2019 alongside the new Student Centre. These 

works are due to be completed by the end of 2020 with the associated highway remodelling 

to be completed during 2021. 

Heritage Lottery Funding (HLF) Moor Park Phase 1 –

Moor Park Phase 1 was completed and signed off on 30 September 2019; an evaluation report 

has been completed and submitted to the Heritage Lottery Fund demonstrating project 

outcomes and achievements. We look forward to a future bid for Phase 2.

http://www.uclan.ac.uk/news/gateway-vision-revealed.php
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Promoting the City –

The promotion of the City is ongoing through events, presentations, media engagement and 

meetings with publicity planned throughout the year. Specific announcements on 

developments will be planned and co-ordinated at the appropriate time for each 

development.

Preston City Living Prospectus –

The first iteration of the City Living Strategy was launched in 2017 and has seen significant 

progress on most of the original seven sites including the full development of Alliance Mill and 

the conversion of two former LCC office buildings on Winckley Square which are approaching 

completion.

The document is now undergoing a comprehensive review and will be relaunched in early 2020 

as the Preston City Living Prospectus increasing the number of target sites from seven (delivering 900 residential units) 

up to 26 (delivering over 1,700 units).

Stoneygate -

Closely linked to the City Living Strategy, the regeneration framework masterplan for the 

Stoneygate area of the City Centre was launched in July 2019 and has already resulted in a 

significant upturn in development interest in the area.  A supplementary planning document 

is now being produced to guide future planning decisions in the area and is expected to be 

adopted in early 2020.

Preston City Centre Health Hub -

Plans to develop a City centre ‘Health Hub’ are still under discussions between the Royal 

Preston Hospital (RPH), the City Council, the Chorley & South Ribble and Greater Preston 

Clinical Commissioning Groups and NHS Property Services. During 2018/19 the Council 

owned land to the rear of Princes Buildings was identified as a potential site with work 

continuing through 2019/20 on defining the concept and developing an outline business 

case.  The scheme would see out-patient services from RPH delivered in a community setting along with relocated GP 

practices, offices and new housing.
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Shankly Hotel - the former Post Office –

Work on converting the former Post Office into a boutique hotel, restaurant, spa, conference 
and wedding venue unfortunately stalled during 2019/20 but recent discussions with the 
developer/hotel operator Signature Living suggest that work should be back underway in 
early 2020.

Parks and Leisure Strategy 2019 - 2029 –

Following a procurement process in December 2019, the Council will appointing external 

consultants to carry out a six month consultation exercise to enable them to develop and 

design a 10 year strategy for the Council around Parks and Leisure within the service.  This 

work will be completed by October 2020.  

The Rugby League World Cup (RLWC) 2021 –

A RLWC 2021 Strategic partnership for the City has now been established to implement a 

development plan for the City in accordance with the bid submitted to RLWC 2021. The 

development plan will focus on the core themes around: volunteering, club development, 

digital engagement, education, culture, health charter, international development and 

legacy. The City will find out in spring 2020 which country will be based in Preston as part of 

the Training Camp Programme.  Following the official announcement in spring 2020 a Cultural Programme and 

Marketing Plan will be developed and implemented.  Additional funding has also been sourced via the National 

Governing Body of Rugby League to recruit a full-time Rugby League Development Officer for the City in the lead up to 

the World Cup 2021.

Preston Guild Hall –

Preston Guild Hall Limited went into administration last year and the Council took the 

decision to reclaim the venue by forfeiting the existing lease.  The decision was taken with 

the agreement of the appointed Administrator.  Following the forfeiture, the Council 

undertook a mini competition and due diligence exercise to seek a suitable qualified and 

experienced theatre/venue operator who could reinvigorate the closed venue.  The Guild 

Hall is a significant City centre landmark and the Council continues working to achieve a positive outcome for it.
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Working in partnership

 Preston Partnership - organisations that have the passion and drive to champion Preston

 City Deal Executive and Stewardship Board - a board with representation from Preston City Council, Lancashire 

County Council and South Ribble Borough Council which governs investment of the City Deal money

 Lancashire Enterprise Partnership (LEP) - collaboration of leaders from business, universities and local councils, 

who direct economic growth and drive job creation

 Winckley Square Community Interest Company – a not-for-profit organisation established in 2011 to help drive 

the revival of Preston’s historic Winckley Square

 Shadow Lancashire Combined Authority (LCA) - focused around key themes such as Prosperous Lancashire, 

Connected Lancashire, Skilled Lancashire, Better Homes for Lancashire, Joined up Public Services for Lancashire

 Key Cities - the Council is a founder member of the Key Cities Group

 Cultural Framework - with our creative partners in the City we have established a Cultural Framework Board.  

The board is leading on the cultural vision for the City linking to our broader place making agenda

What impact do we hope to make?

Through a range of actions including direct investment and the facilitation of wider public and private sector 

investment:

 Progression of the Harris Quarter Leisure Scheme with developers Maple Grove Developments and Muse 

Developments 

 Marketing of Amounderness House and Birley Street Annex leading to their regeneration

 Development of options for the re-use of Lancastria House

 Ongoing improvements to Preston Markets

 Opening of Shankly Hotel and Restaurant in the former Post Office

 Completion of public realm works around the Harris Quarter and development of design work for future phases

 Completion of the new square linking the Bus Station to the City

 Development of the Re-imagining the Harris Project through to stage 2 Heritage Lottery Fund bid submission

 A proactive approach to re-opening Preston Guild Hall for live events

 Development of an outline business case for a City Centre Health Hub

 Completion of the 5 year Heritage Lottery Fund supported Townscape Heritage Initiative for Winckley Square 

which has delivered the refurbishment and re-use of significant heritage buildings and a transformation of the 

public realm in the area
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 Undertake a character appraisal of the Avenham Conservation area

 Progression of the £200m UCLan Masterplan, in particular the Student Centre, new public square and highway 

remodelling

 Commencement of work on the Preston Western Distributor road linking the M55 to Cottam, NW Preston, and 

the City centre via Blackpool Road

 Delivery of hundreds of new homes across the City including the City centre and inner Preston area, many of 

which will be classed as affordable homes

 Implementation of the Stoneygate Masterplan following its recent launch with an early focus on the delivery 

of new housing and public realm improvements

 Supporting the Transforming Cities Fund transport bid for Preston which, if successful, will lead to major 

transport interventions across the City

 Commencement of a masterplanning process for Preston Railway Station and its environs

 Progressing a Town Deal for Preston with Central Government

 Advancement of the Local Plan review through to the Preferred Options stage

 Completion of the City Deal review

 Continuation of the promotion of the City.
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Why are we taking action?

There are areas in the City where people experience the effects of multiple deprivation including:-

 Lower than national and Lancashire average skills levels

 Poorer health outcomes in the same wards of the City from cradle to grave especially in long term conditions as 
evidenced in the Joint Strategic Needs Assessment (JSNA)

 Lower wage levels than the national average

 Poor housing conditions

 Where the reduction in public services and the impact of changes to the benefits and social housing system has 
a potentially disproportionate effect

What actions are we taking?

Embedding Fairness in the Council’s Strategic Planning –

The Council is committed to ensuring that its budget and strategic decision making processes 

reflect the principles of fairness and ensure that the budget reflects the priorities set out in 

the Achieving Preston’s Priorities. The principles in the Fairness Charter underpin all of the 

Council’s activities.

Social Value Policy –

The Employment and Skills Supplementary Planning Document has now been approved by South Ribble, Chorley and 

Preston Councils. This means that developments of over 30 housing units and 1,000m² of commercial floor space, 

should submit an employment and skills statement as part of the planning application, outlining how employment and 

skills opportunities will be provided as part of the development. Assessment is ongoing as planning applications are 

submitted.

We have been using Social Value principles, where appropriate, on City Deal contracts, securing additional 

apprenticeships for example. We have also held briefings for a number of Councils and other organisations who 

continue to be interested in our work.

• Fairness at the heart of decision making; an economy
supporting prosperity and promoting fairness in
working lives and practices; accessibility to
affordable energy and decent affordable homes.

Fairness for you

https://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwiP-6G-ssLdAhXhx4UKHUYKBaAQjRx6BAgBEAU&url=https://www.oxfordshirelep.com/news/article/local-industrial-strategy-consultancy-opportunity&psig=AOvVaw2XkgvdwzoqrZAbP8Uspj04&ust=1537285900602911
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We are in the process of reviewing and updating the Council’s own Social Value and Procurement policy in the coming 

months in the light of experience and wider policy changes.

Community Wealth Building –

Community Wealth Building, often referred to as the ‘Preston Model,’ focuses on ensuring 

that the economic system builds wealth and prosperity for everyone.  “How we built 

community wealth in Preston: Achievements and lessons,” a report co-published with CLES 

in Spring 2019 that reflects on the past 8 years of collaboration, key achievements, reflections 

and identifies possible steps for Community Wealth Building in Preston is available on the Council’s website:
https://www.preston.gov.uk/article/1339/What-is-Preston-Model-

We continue to work closely with anchor partners, as well as other councils in Lancashire.  A key example of this is the 

URBACT project Making Spend Matter, which aims to extend the approach and assist anchor partners internalise the 

spend assessment process, https://www.preston.gov.uk/article/1344/Making-Spend-Matter. Additionally, there continues to 

be high levels of external interest in the Council’s (and partners’) work in this area.  We are regularly asked to host visits 

from and discussions with a wide range of individuals and groups from other councils, academics and journalists, as well 

as invited to speaking engagements.

We continue to progress our ambitious and well-established Fairness Agenda through innovative and progressive 

dialogue with anchor institutions and key partners. As we consider a variety of complex issues in our district we are 

currently starting the journey of taking an in-depth look at recruitment practices and housing options in order to better 

support residents struggling in our most deprived wards.

Making Spend Matter URBACT Project –

We are continuing our community wealth building work through a European funded network 

which focuses on sharing and transferring our learning around public procurement and spend 

analysis with six other cities from across Europe.  We held our third partner meeting of Phase 

2 in Bistriţa, Romania on 5, 6 and 7 November 2019 where our partners shared their first 

interpretation of their spend analysis results and we discussed what happens next after spend 

analysis. We also held a ‘how to’ workshop focusing on the use of social and environmental 

criteria in procurements.  The next trans-national meeting will take place in Preston in March 2020.  We continue to 

work with local stakeholders on improving our procurement processes and practices.  For more detail about the project 

activities go to https://www.preston.gov.uk/article/1344/Making-Spend-Matter

We are continuing to contribute to the EU Urban Agenda Partnership on Innovative and Responsible Public 

Procurement, one of 14 partnerships each covering a different topic - (https://ec.europa.eu/futurium/en/urban-

agenda/terms/all/ public%20procurement). We are in the process of finalising the specific action on Measuring Spend and 

Wider Impact which Preston has been leading on together with an URBACT expert.  The Partnership is due to complete 

its work in June 2020.

https://www.preston.gov.uk/article/1339/What-is-Preston-Model-
https://www.preston.gov.uk/article/1344/Making-Spend-Matter
https://www.preston.gov.uk/article/1344/Making-Spend-Matter
https://ec.europa.eu/futurium/en/urban-agenda/terms/all/%20public%20procurement
https://ec.europa.eu/futurium/en/urban-agenda/terms/all/%20public%20procurement
https://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjf_rCts8LdAhVE-YUKHS1EBEYQjRx6BAgBEAU&url=https://www.facebook.com/democracycollaborative/&psig=AOvVaw1D_gtlpl2n6vjq6u9l_jq0&ust=1537286031196698
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Living Wage –

We are extremely proud to have been the first accredited Foundation Living Wage Council 

in the North West, paying our own staff the Real Living Wage and encouraging other local 

employers to do so as well.  January 2020 saw us launch a new initiative - the Preston Real 

Wage – alongside key partners, including anchor institutions, third sector and business 

representatives, as a way to promote and increase the number of Preston businesses and 

organisations paying their employees a fair wage.  Read more at https://www.preston.gov.uk/article/987/Preston-Living-

Wage

Co-ops –

Following the successful UCLan and Preston Co-operative Development Network (PCDN) bid 

to the Open Society Foundation (OSF) (https://www.opensocietyfoundations.org/grants) in 

spring 2019, we have been working behind the scenes to galvanise the development of co-

operatives in Preston.  Together with UCLan and PCDN we have formed a Co-operative 

Steering Group with support from Co-ops UK and the Hive.

Community Bank –

The plans for a North West Community Bank continue to move forward in partnership with 

Preston City Council, Liverpool City Council and Wirral Council. A business case is being 

prepared which will be presented to all three Cabinets and Councils in early 2020.

Financial Inclusion –

Through facilitation of the Financial Inclusion Group (FIG) we are able to co-ordinate 

partnership projects/events, for example:-

 The FIG oversaw the development of the Help in Preston website 

www.helpinpreston.com which has continued to develop since its launch in spring 2019.

 To date over 6,500 people have accessed information about local services via the site 

viewing service pages almost 20,000 times.

 We will continue to further develop and promote the website in 2020 so that people can continue to access 

information about local support at the time they need it most.

 The top 5 most visited areas of the website are:

Food Access  Millbank Court Health & Wellbeing Learning, Working & Volunteering and                       

Housing & Homelessness.

https://www.preston.gov.uk/article/987/Preston-Living-Wage
https://www.preston.gov.uk/article/987/Preston-Living-Wage
https://www.opensocietyfoundations.org/grants
http://www.helpinpreston.com/
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwiSn-nls8LdAhXqz4UKHZ1KC0gQjRx6BAgBEAU&url=http://creative-motivations.com/homeschool-co-ops/&psig=AOvVaw0fJX9qJNP_jBdU-Pt8hiiD&ust=1537286244157009
http://www.bing.com/images/search?q=money+matters+roadshow&view=detailv2&&id=42D6A67A6DC5FFFB340CC24965AFBB9B68516785&selectedIndex=3&ccid=yOoaXIcS&simid=608048906506078905&thid=OIP.Mc8ea1a5c8712533c5b8a70a34d992728o0
http://www.bing.com/images/search?q=living+wage+foundation&view=detailv2&&id=481227FD5F6C2722D3D0117B03479C1355803B62&selectedIndex=3&ccid=TLJnOKph&simid=608035007984042128&thid=OIP.M4cb26738aa61907069560d9de48e78e7o0
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Health & Wellbeing is one of the most popular themes on the website and in 2019 we focused on improving this area, 

carrying out a review of all local and national support services for mental health and wellbeing and listing within the 

area.

In addition Advice Services provide a free and confidential phone/appointment service, offering in-depth debt advice 

and support around all welfare benefits, including completion of all forms and tribunal representation.   The team now 

offers 9 surgeries per week across the Preston area in relation to ‘personal budgeting support’ and continues to 

provide regular surgeries at Rosemere Cancer Unit, supporting clients now living with cancer.

Priorities for 2020

 Move to a new website platform (supported by ICT)

 Focus on the most visited areas (above) to ensure we continue to improve information and it is up-to-date, 

relevant and easy to access

 Create two new areas focusing on provision of relevant information for armed forces veterans and asylum 

seekers and refugees

 Continue to raise awareness of the website amongst all communities, especially those with additional access 

needs.  Work with Deafway and Galloways to identify how we can improve access for their clients.

Market Information Sessions

We appreciate not everybody uses IT to access information; since April 2019 FIG partners have supported monthly 

information sessions at Preston’s Market.  We have taken this opportunity to engage with over 2,000 people offering 

information and signposting to services.

Priorities for 2020

 Explore opportunity to develop this approach, taking information to where people live, work and visit.  We will 

be identifying other areas to engage with communities through our partnership network.

CLEVR Money (Credit Union) has gone from strength to strength in 2019, increasing their Preston base from 535 

members to 843 with increased accumulated savings up from £429,000 to £447,914.

Loans have increased from 123 loans valued at £201,662 to £266,825 (705 accounts).  They have established additional 

weekly sessions at Onward Homes at St Augustine’s school.

Priorities for 2020

 Continue to increase awareness of the opportunities offered by the Credit Union to all communities

 Increase accumulated savings by 5% (£22,000)

Equality & Diversity -

Building on the continuing development of the internal equality group (IEG), a review of 

departmental equality performance was carried out in 2019.  As a result of this review processes 

have been streamlined and reporting structures established to enable effective departmental 

equality performance monitoring.

Priorities for 2020

The IEG will develop and produce:

 A revised Corporate Equality Strategy 2020-2023

 Our first annual equalities performance report

https://www.bing.com/images/search?view=detailV2&ccid=GILJp9Q%2b&id=3EA8DFDF5CD1A4B8C4E505BD4B3D8CFFDD128E19&thid=OIP.GILJp9Q-jbd23-QV_cDpfAHaFS&mediaurl=https://learningneverstops.files.wordpress.com/2014/04/equality-and-diversity.jpg&exph=1698&expw=2375&q=equality+and+diversity&simid=608047444476628611&selectedIndex=2
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Holocaust Memorial Day and Remembering Srebrenica events

Our strengthening commitment to supporting these two national memorial events was evidenced by a Notice of 

Motion to Council in 2019 setting out our priority of putting hate crime at the center of our work.  This approach has 

been recognized by the national Holocaust Memorial Day office who have asked to feature Preston’s approach within 

their publications for the national memorial service.  This year we are complementing the memorial service by holding 

a community discussion in the Harris.

This discussion is one of a series of community discussions we have run/are running up to April 2020 and which includes 

the following themes:

 Remembering Srebrenica

 Mental Health & Wellbeing

 Young People’s aspirations

 Holocaust Memorial Day – (Raising awareness of Hate Crime and where to get support)

Priorities for 2020

 Encourage all communities to engage with our annual memorial events, continue to raise awareness of hate 

crime, how to report and where to get support.

 Consult with partners to determine relevant community discussion topics.

 Liaise with colleagues in the Harris to provide opportunities for four discussions throughout 2020.

Making Homes from Houses –

In 2018 the Council committed £400k of developer contributions to convert empty properties into 

affordable housing. Working in partnership with Community Gateway Housing Association, 17

properties have been acquired and are undergoing refurbishment and reoccupation, and a further 

17 are in the process of being acquired.

Looking ahead, this project exceeded the targets set for the first year of delivery.  As a result the 

Council have recently agreed to extend the contract with CGA for a further two years and committed 

an additional £400k funding.

Affordable Warmth -

Preston is the best performing of the Lancashire districts in the CHiL scheme, although changes in the 

funding criteria have meant fewer eligible households.  During the first half of this year 33 households 

have been assisted with heating and insulation measures, bringing the total for the last two year 

funding stream to 680 households now living in warmer, more energy efficient homes.  The measures 

currently available include the provision of new boilers and central heating systems, cavity wall 

insulation and loft insulation.

The Council continues to promote the availability of this funding where possible, for example in June 

and October it informed all new applicants for Housing Benefit and Council Tax Benefit etc of the CHiL scheme and 

how to access it.

The current funding is in place throughout 2020 so it is hoped that more Preston households will continue to benefit.

http://www.bing.com/images/search?q=cosy+homes+in+lancashire+scheme&view=detailv2&&id=121B4C65A87653C50FAA228449A762C28E107383&selectedIndex=2&ccid=h4wIaUab&simid=608036360901887692&thid=OIP.M878c0869469bbe1decf4e4fa2562df82o0
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Accessible and Affordable Leisure Services -

The City Council continues to work with a number of strategic partners across the City to 

improve and further develop the sport and leisure offer within the City. The recent 

completion of an outdoor Playing Pitch strategy has identified deficiencies in quantity and 

quality in a range of sports, which will enable the Council to work with National Governing

Bodies of Sport and Sport England to target and attract external investment to increase or 

improve grassroots sports. One such example of this is with the Lancashire Football Association to develop a Local 

Football Facilities Plan which will prioritise and identify the level of investment required within the City to improve and 

enhance grassroots football pitches. The Council with its leisure provider GLL continues to develop its partnership to 

improve the leisure offer in relation to leisure centres and discussions continue to explore opportunities and growth 

within the business plan.

Partnership working to end Rough Sleeping -

Preston City Council’s Housing Advice Service was successful in receiving funding through 

the Rough Sleeper initiative and Rapid Rehousing Pathway to work in partnership with the 

Foxton Centre and Community Gateway Association to reduce the number of people 

sleeping rough in Preston.  The funding from the Ministry of Housing, Communities and 

Local Government (MHCLG) is to deliver on their target of halving rough sleeping by 2022 

and eradicating it by 2027. In 2020/21 the funding has been streamlined and a bidding 

opportunity was given to all councils.  Preston received notification that it has been successful in early February 2020.  

This will enable the continuation of the 24/7 hub, enhanced outreach team, support workers and access into 

accommodation.

Priorities for 2020/2021

To work in a more integrated way with mental health, substance misuse services and health colleagues to provide a 

more holistic package to assist people to address their multiple complex needs and enable them to sustain suitable 

accommodation.

Making Every Adult Matter (MEAM) -

This approach continues to develop in Preston looking to deliver a co-designed and eventually 

co-commissioned service that offers a bespoke pathway to assist vulnerable adults who have 

complex needs to access the services they need in a more co-ordinated way. The priorities in 

2020 are to challenge service delivery to ensure that services are being as flexible as possible in 

order to assist these complex individuals. Through working in a very in-depth way with people 

with multiple and complex issues some barriers to accessing services, especially around physical 

and mental health have been highlighted. These barriers are being addressed by the partners 

on the MEAM Governance Group.

The MEAM Pathway Co-ordinators have now worked with a cohort of people with multiple and complex issues for 

some time and with some really positive outcomes.  One of the results of this work has been a reduction in visits to 

A&E, fewer police interventions and generally better engagement with all support agencies.  The next step is for a cost 

analysis of these outcomes to see what savings this has made to the public purse.

http://www.bing.com/images/search?q=fulwood+leisure+centre&view=detailv2&&id=67AE2EE2BA58DBACE7472FB1F99CCC9D2716760B&selectedIndex=1&ccid=PLoqRPFW&simid=608022105908317074&thid=OIP.M3cba2a44f1563f51cdcedf2d7fe516e1o0
https://www.bing.com/images/search?view=detailV2&ccid=RzzbHfz1&id=166DE82D52A20AE22D626D746A3861705C2B4B53&thid=OIP.RzzbHfz1sirESfbJ7QNpwwHaEc&mediaurl=https://static-secure.guim.co.uk/sys-images/Guardian/Pix/pictures/2013/10/28/1382980014055/Homeless-man-sleeping-in--014.jpg&exph=1536&expw=2560&q=ROUGH+SLEEPING+STRATEGY&simid=608040507217153676&selectedIndex=20
https://www.bing.com/images/search?view=detailV2&ccid=HEJeXPEm&id=C1A811A1D8B09A5CEDA0FF5B41EE63F1C1B2EB85&thid=OIP.HEJeXPEmU0LxUjs42HmtkgHaHa&mediaurl=https://c1.staticflickr.com/5/4634/39516912391_57e5ca33f1.jpg&exph=500&expw=499&q=MAKING+EVERY+ADULT+MATTER&simid=608017756735474525&selectedIndex=4
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IMPROVING EMPLOYABILITY AND UPSKILLING COMMUNITIES

Work clubs -

The Community Engagement team continue to support a network of 16 work clubs across 

the City run by various partner organisations and volunteers.  Our aim is to provide 

practical support to ensure work clubs are set up successfully, able to deliver their aims 

and improve employment prospects for Preston residents.  A weekly email alert is sent out 

with up to date Preston job opportunities, training, volunteering and apprenticeship 

vacancies to all work clubs who share this with their members. 

We co-ordinate and chair a quarterly work club network meeting which enables work clubs to share best practice, 

overcome challenges together, co-ordinate and communicate support and offers from different agencies.  This 

meeting also helps to highlight training needs and work with training providers to provide short courses in the 

identified areas. Specifically PCC is helping Pukar with the promotion of their workclub and both Intact and CGA with 

re-establishing their workclub sessions in Ingol and Ribbleton respectively.

Maximising new employment opportunities -

The Community Engagement team continues to work with the Planning Department and 

relevant partners to provide support to developers in completing the adopted Central 

Lancashire Employment and Skills Supplementary Planning Document. Providing this support 

increases the engagement of developers and thereby increases the opportunities for Preston 

residents to obtain appropriate training and employment through new developments.

Engagement staff have supported workclub attendees to obtain seasonal jobs over the 

Christmas period in the City and is working with the provider of a residential care home in Fishwick and St Matthews 

to maximise their job opportunities for residents in the area.

Friends of Fishwick & St Matthews (FOFS) –

The Council continues to work with the Fishwick and St Matthews Big Local Partnership and is 

one of their designated Local Trusted Organisations. The four FOFS Partnership Themes are 

‘Skills & Jobs’, ‘Environment & Play’, ‘Health & Wellbeing’ and ‘Financial Inclusion & Poverty’.

FOFS has continued their part-time funding contribution of a Community Engagement Officer 

to support the group in improving the employment and training prospects of residents within 

the area.  The officer has supported the Sahara in obtaining new IT equipment for themselves and the workclub at St 

Matthews Mission and Callon Kids Club and is supporting Onward Homes with the development of their new workclub 

in the area.  Work is also ongoing to support Sahara in the delivery of their Job Fayre in March 2020.  The workclub 

attendees who obtained seasonal jobs also came from Sahara.

https://www.bing.com/images/search?view=detailV2&ccid=0qLwbtc8&id=8E1E55CD3D2B80A69D0C8453349A1B52589F19BB&thid=OIP.0qLwbtc8VH4CwCCQ6VKxCQHaDv&mediaurl=http://ulink.utah.edu/s/1077/images/editor/acs/2017/employment-business-word-jumble-2.jpg&exph=405&expw=800&q=WORK+CLUBS&simid=608019663688763379&selectedIndex=28
https://www.bing.com/images/search?view=detailV2&ccid=qokS%2bgws&id=E3899503EDC7CDE9A70C3430255C1A8F2F37016C&thid=OIP.qokS-gwsYYaI_NLNHi7RPAAAAA&mediaurl=https://ashokashta.files.wordpress.com/2012/12/education-and-jobs.png?w%3d460&exph=329&expw=460&q=TRAINING+AND+RECRUITMENT&simid=608049157276437651&selectedIndex=74
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FOOD POVERTY

Holiday Markets -

The Holiday Market concept was developed by Preston Council to start to address the needs 

surrounding holiday hunger. The markets are supported by Preston City Council but 

delivered by schools, faith and community organisations across the City and therefore 

independent of the Council. A Holiday Market Network has been established in order to 

offer support to the volunteers by improving communication between markets and sharing 

best practice amongst organisers.  This network will also enable organisers to provide 

feedback on what works so that Holiday Markets can be developed and improved.  PCC are working to support key 

partners (specifically schools and Fareshare) to ensure that the process is simple and co-ordinated.  PCC will support 

new market development and currently conversations are in place with Victim Support, St Cuthbert’s and community 

representatives from Deepdale.

Neighbourhood Food Hubs -

PCC is currently having exploratory conversations with community groups in Fishwick and 

St Matthews, Deepdale, Larches and Ingol to establish if/how food poverty can be co-

ordinated across a geographic community.  This will include the development of community 

pantries and the recruitment of community food champions.

Youth and Food Activity -

Conversations are starting with youth activity providers in key areas of the City to find out 

how food can become part of their youth activity provision. As a trial offer, PNE and Lets 

Grow Preston worked together during the summer period to provide fresh fruit to young 

people involved in some of the PNE Kicks programme. Conversations are also taking place 

with Barnardo’s and LCC Leaving Care team to discuss the Living Independently framework.

Community Food Activity -

PCC is supporting INTACT in its development of its Thrifty Kitchen project which aims to educate

people on how to cook on a budget and cookery classes are being developed at Larches Community 

Centre.

http://www.intact-preston.org.uk/index.html
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Breakfast Provision -

An initial meeting is taking place between PCC and LCC Community Engagement teams which 

will pave the way for further conversations between the two organisations.

GENERAL COMMUNITY ENGAGEMENT ACTIVITY

Connected Communities -

The Plungington Connected Communities project will commence in spring 2020.
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Working in partnership

 The Black and Minority Ethnic (BME) Forum - a group formed to act as a focus for a BME voice and activity 
and to promote co-operation. 

 Social Forum - is an opportunity for people with an interest in the City to get together and discuss and 
influence issues around equality and fairness in Preston.

 Shadow Lancashire Combined Authority (LCA) - focused around key themes such as Prosperous Lancashire, 
Connected Lancashire, Skilled Lancashire, Better Homes for Lancashire, Joined up Public Services for 
Lancashire.

 Central Lancashire Health & Wellbeing Partnership – aimed at building strong and effective partnership 
working between Preston, Chorley and South Ribble Councils, the NHS bodies, Lancashire County Council, the 
Voluntary Community and Faith Sector and other public bodies to improve local people's health and wellbeing.

 Preston Children's Board - a partnership which comes together to take forward actions to improve the lives 
of children and young people.

 Community Safety Partnership - working with neighbouring Councils across the Police Division footprint a 
partnership which comes together to take action on the priorities it has identified for Preston such as: reducing 
offending and re-offending; harm reduction and support to communities particularly those most vulnerable 
and prevention and early intervention.

What impact do we hope to make?

Through a range of actions including direct investment and the facilitation of wider public and private sector 

investment we aim to:

 See an increase in the number of people attending jobs clubs

 See an increase in nationally and locally accredited Living Wage Employers in the Preston area

 See an increase in the procurement spend in Preston by its anchor institutions and other partner organisations

 Attract significant funding from the Ministry of Housing Communities and Local Government

 Attract external funding for energy efficiency improvements in private homes

 Provide targeted debt and welfare advice to help clients regain control of their finances and to maximise their 
entitlement to benefits

 Increase the number of affordable housing completions
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Why are we taking action?

The Council has been facing significant service delivery challenges since 2010:

 Our budget has reduced significantly

 Our service delivery must be prioritized to areas that have the greatest impact

 Our services should be as efficient and effective as possible

 We must maintain the highest standard of governance

What actions are we taking?

Service Improvement Board –

The Service Improvement Board is responsible for overseeing corporate projects that are aimed at:

 Improving customer service

 Reducing costs

 Improving internal efficiencies

 Improving security

 Introducing digital technologies to support business and customer service delivery

Looking back over the past 12 months the Council has implemented or started to implement various projects 

including:

 Self-service scanning

 Interactive voice recognition

 Corporate print and post

 Secure email

 Secure portable media in transit

 Digital mobile inspections

 Virtual Desktop Infrastructure

 More end-to end digital transactions on the Council’s website

 Migration to Office 365 and SharePoint online

Over the coming months, further development and roll out of the above will continue with particular focus on the 

Council’s migration to Office 365 and SharePoint online.  We have already identified functionality and a number of 

features that will improve ways of working for Council staff and Members.

• Providing well run value for money services; 
demonstrating good governance, openness, 
transparency and a  strong democratic process

Your Council

http://www.bing.com/images/search?q=customer+service+improvement&view=detailv2&&id=8C784EEDCEBED9E1324C7E87E2746927481117C4&selectedIndex=25&ccid=5x8a98Wk&simid=607987071863424496&thid=OIP.Me71f1af7c5a47e2155fb8df2cd52592do0
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A Combined Authority for Lancashire –

Lancashire Leaders continue to have constructive discussions about collaboration and 

potential devolution models.  The Leader of the Council chairs the sub-group of Lancashire 

Leaders, tasked with developing fresh ideas on economic priorities and strategies 

reflecting the needs and potential of the county as a whole, in the light of the 

Government’s developing approach to Local Industrial Strategies (LIS) – at the Local 

Enterprise Partnership (LEP) or Combined Authority (CA) level. We have provided 

constructive commentary on the scoping terms of reference for those discussions, including the need to reflect some 

of the principles of community wealth building in our revised collective approach and are now working to share “how 

to” knowledge with other Lancashire partners to increase the chances of scalability of some of our Preston Model 

initiatives across the wider area.

Carbon Neutral -

A notice of motion to declare a climate change emergency has been agreed by the Council.  A 

task and finish working group has been set up to consider options on how the Council can 

become carbon neutral by 2030. The first meeting of the Councillors Task and Finish group was

in January 2020.  Officers are increasing their knowledge of Climate Change matters and are 

seeking to learn from other Councils about best practice relating to becoming carbon neutral.

Fleet Review -

A vehicle fleet review has been carried out to evaluate the condition and lifespan of the 

Council’s current vehicles and to determine the options for future procurement including 

maximising utilisation and alternative fuel options. The findings of the review are being 

used to influence the current vehicle replacement process.

UK Exit from EU -

The Council has business continuity plans in place in case of a No Deal Brexit.  These are 

in line with Government guidelines and are kept under regular review.  The Council

participates in the Lancashire Resilience Forum which also has a role in the preparedness 

for No Deal Brexit.

The Government has stood down preparations for a no deal Brexit.  The Council will continue to participate in the 

Lancashire Resilience Forum and will follow Government guidance relating to the UK Exit for the EU.

http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwjZ2o7XtMLdAhUQCRoKHV2xC1sQjRx6BAgBEAU&url=http://www.businesscloud.co.uk/events/2017-04-19-lancashire-powerhouse&psig=AOvVaw3IVd1qhUxWxAMrtYBbpbhh&ust=1537286430361463
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Working in partnership

 Inclusion Reference Group

 Shadow Combined Authority / Lancashire Leaders 

 Revenues and Benefits shared service with Lancaster City Council

 Fraud shared service with Lancaster City Council and Fylde Borough Council

What impact do we hope to make?

Through a range of actions including direct investment and the facilitation of wider public and private sector 

investment:

 Continue providing accessible services to the public

 Further reduce costs through delivery of the digital agenda

 Align business processes with advances in technology and to automate manual processes

 Gain maximum benefit from the new website with increasing numbers of digital end-to-end services

 Improve the effectiveness of our service delivery by implementing more cost effective technologies 

 Achieve an unqualified external audit opinion

 Achieve Long term sustainability for the Council
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PLANNING AND DELIVERY OF THE COUNCILS PRIORITIES
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PART 2: (i) Efficiency Plan & Budget Proposals 
2020/21 Update

Introduction

1. Since 2010 the Council has implemented three major savings plans; 2019/20 being the final year of the Four 
Year Efficiency Plan 2016/17 to 2019/20.  The Council has, in the main, implemented all savings plans, 
however a number within the latest plan are still being progressed.  To date the Council has achieved 
ongoing savings in excess of £10m.  

2. The Cabinet works on its plans through its Budget Working Group which consists of Cabinet Members plus 
three back bench Members.  Major savings have been achieved on the latest efficiency plan including 
successfully transferring the leisure centres to Greenwich Leisure Limited (GLL) on 1 May 2017, securing 
significant ongoing savings circa £700k; implementing efficiency savings from the introduction of new 
technology in the Contact Centre and achieving significant savings from the new digital strategy. The 
following sets out the remainder of the efficiency plan currently being progressed. 

Efficiency Plan Latest Update

1. Whilst the majority of the four year efficiency plan savings have been implemented there are a number 
of plans which are still being progressed. These include the Investment Property Action Plan, the Digital 
Strategy and the Management Cost Savings. The following provides an update:

 MANAGEMENT COST SAVINGS

The Council set a phased savings target for management cost reductions. Savings in earlier years have 
been achieved. A review of the Council’s management structure has been undertaken by the Chief 
Executive and a report containing a new management structure is being presented to Employment 
Committee in early February.  If this report is approved it will ensure that the Council has a new 
management structure in place to assist delivery of the Council’s services and priorities, and enable the full 
savings target to be achieved. 

 INVESTMENT PROPERTY ACTION PLAN

A review of the investment portfolio undertaken by specialist property advisors resulted in an action plan 

being put in place. The action plan contains recommendations resulting from the review.  Part of the initial 

brief was to investigate opportunities to dispose of property assets for development, and explore other 

opportunities to maximise the return on the investment property portfolio income or increase financial 

receipts.  Work has progressed during 2019 which has resulted in additional savings being reported within 

the latest financial forecast. A further target is being proposed as part of the Cabinet budget proposals. A 

report is being requested to enable the capital receipts from the sales of investment property to be 

reinvested back into investment property.
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 DIGITAL STRATEGY

Digital Strategy and Efficiency Savings – the Council has already achieved ongoing efficiency savings in 
excess of £460k, mainly as a result of the introduction of new technology in the Contact Centre and 
implementing the Digital Strategy.  The Council has implemented channel shift to the customer experience 
by introducing new technologies to provide enhanced customer access to services and implementing self-
scanning in the Contact Centre.  The digital agenda is being rolled out across all departments. Further 
details can be found in Part 1 of this document. 

 CONTINGENCY PLAN

There are a number of significant risks, such as Brexit, City Centre Assets and the impact of the Business 

Rates scheme from 2021 onwards which could potentially impact the Council’s financial forecast.  The 

Council needs to be able to respond quickly in the event that these risks materialise.  

The Budget Working Group has a contingency plan of savings which can be swiftly implemented in the event 

that urgent savings are required.  The contingency list consists of discretionary services, however, before 

these are called upon the Council will continue to implement efficiency savings and increase investment 

income where possible. The Council continues to review ongoing underspends and remove these from 

budgets where possible; the instruction to only spend were necessary remains in place.

As part of the work to formulate the 2020/21 budget the Cabinet are proposing additional savings and 

growth items which can be found below.

2020/21 Budget Proposals

1. The Cabinet have put forward the following budget strategy in working towards setting the 2020/21 
Budget and Council Tax:  

 Investment Property Action Plan – Increase to the target £75k. This target reflects the 
increased investment income estimated to be achieved from the work currently being 
undertaken by the Property Services team.  

Work has progressed during 2019/20 which has resulted in additional income and savings being 
reported in the financial forecast. The new target proposed for 2021/21 reflects the work 
currently being undertaken by the Property Services team. As work progresses on the action 
plan we anticipate that further increased investment income may be achieved over and above 
this target. 

 Greater Deepdale Community Association grant – phased reduction in grant.

 DIGITAL – continue with the Digital First Strategy agenda to deliver further service 
improvements for customer service and roll out the digital agenda to the other departments 
through the Service Improvement Board. 

 Council Tax Increase – it is proposed to increase Council Tax in 2020/21 by 1.99%. 
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 Release of Reserves – planned use of reserves to fund the shortfall in financing during the period 
of the Efficiency Plan.

 Contingency Plans – the Council has a list of contingency savings circa £1.3m which could be 
called upon in the event that significant risk materialises or further savings are required. This 
list contains non statutory services. However, the Council will seek to find alternative efficiency 
savings and opportunities for income generation before these savings were called upon.

 GROWTH PROPOSALS:

 Community Wealth Building – A budget provision of £30k is being set aside for Community 
Wealth Building. A report to Cabinet will set out further details.

 Staff Car Parking in 2020/21 – a budget provision of £30k will allow the continuation of staff car 
parking provision.

2.   The Council has previously agreed a redundancy budget and set aside an earmarked reserve to assist 
implementation of the four year Efficiency Plan.  This earmarked reserves includes redundancy provision 
set aside in the event that the contingency list is called upon.  This will remain within the earmarked 
reserve to allow the contingency list to be swiftly implicated in the event additional savings need to be 
called upon.

1. Cabinet carry out stakeholder consultations on the proposals. Further high level consultations are being 

undertaken on the additional proposals highlighted above including raising Council Tax by 1.99%.  The 

results of the consultation will be provided to Members.

2. The Council has a policy to avoid compulsory redundancy where possible, seeking volunteers and 

identifying redeployment opportunities.  However in some instances compulsory redundancies may be 

unavoidable.  Specific consultation, support and advice is provided to all staff that are affected.     

3. All savings proposals are subject to an Equality Impact Assessment (EIA).  Any reduction in Council 

expenditure that leads to a reduction in services will inevitably have an impact on the wider community 

served.  The EIAs consider the effect on people within all the equality strands in relation to the wider 

community; and, if and how one group is disproportionately disadvantaged by the savings and growth in 

relation to other groups.

1. The Council has implemented significant savings from the current four year Efficiency Plan and previous 

savings plans. 
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2. Work will continue throughout 2020/21 to progress the work on the Investment Action Plan and 

continuation of the Digital Strategy.  This will involve looking at new opportunities to increase the 

investment returns whilst assisting in development and regeneration for the Preston area and rolling out 

the digital agenda to other departments through the Service Improvement Board.

3. Whilst the forecast position has improved slightly there are a number of key risks which could have a 

significant impact.  It is essential that the Council closely monitors these key risk areas and in the event 

that any of the risks materialise, the Council quickly implements plans in order to protect the Council’s 

financial position in the long term. 

4. The Budget Working Group will continue to review services, options for income generation and 

efficiencies, with the aim of only spending annually within the annual resources it receives.  
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PART 2: (ii)  Medium Term Financial Strategy
(MTFS)

Background to the Medium Term Financial Strategy (MTFS)

1. The Council’s Financial Strategy provides the strategic framework and corporate financial policy 
document for managing the Council’s finances over the medium term and ensuring sound governance 
and compliance with best practices. The MTFS updates Members on the key financial assumptions for 
the current year budget position (2019/20) and projections for the years 2020/21 to 2023/24.  The MTFS 
sets out the five year Revenue Strategy, the Capital Strategy including the five year Capital Programme, 
Treasury Strategy and identifies the key financial risks for the Council.

2. The purpose of the MTFS is to: 

(i) Deliver a budget which is robust and sustainable
(ii) Ensure financial resilience
(iii) Enable the Council to deliver the Council’s priorities including City Centre regeneration, continuing 

with the work on the Fairness agenda and delivering the Council’s essential services to the best it 
can within the resources available.

3. The key influences on this strategy are: 

4. The Council reviews all key financial assumptions on an on-going basis and identifies whether there are 
any material changes which need to be incorporated.  These may include changes in assumptions made, 
either as a direct result of changes in external factors, economic climate, legislation or decisions made 
locally.

5. This report updates Council on the key financial assumptions for the current year budget position 
(2019/20) and projections for the years 2020/21 to 2023/24.  All major changes to forecast assumptions 
and implications for the financial forecast are included within the appendices to this report.

6. Set out in the MTFS are the general fund revenue forecast, four year Efficiency Plan savings, Capital 
Strategy and five year Capital Programme and Treasury Strategy including prudential indicators.  It builds 
on the platform of the previous strategy.  The longer term view of the Council’s financial position enables 
the Council to effectively forward plan. 

Achieving the Council's Priorities
The need to ensure a “robust” and 

sustainable budget

Significant reductions in Government 
funding / 

Council Tax capping limit 2%

General Economic Climate / Ability to 
generate income / Availability of 

Partners

Key Influences 

Financial Strategy
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7. The Council also reviews its finances over a longer term in the form of a ten year plan. In addition the 
Council has a ten year Core and Major Asset Plan and ten year Vehicle Replacement Programme. 

8. The MTFS and forecast are supported by a number of monitoring procedures to ensure the basis for 
formulating estimates are up to date and reflect all current factors such as changes in levels of fees and 
charges, increases in costs etc.  These are as follows:-

9. In October 2019 CIPFA published the Financial Management Code (FM code), which has been introduced 

to help assist local authorities to embed statutory responsibilities for sound financial administration. The 

Council already has the majority of the requirements in place and is working towards implementing the 

remaining requirements.

The monitoring 
procedures 

which support 
the MTFS and 

forecast

Embedded 
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Annual Outturn 
reports for 

Capital, General 
Fund and 
Treasury 

Management
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The Local Government Finance Settlement 2020/21 and update 

on future Government Funding

1. The local government finance settlement 2020/21 published 6 February 2020 is largely in line with 

Council's estimates from October. The settlement sets out that core funding is increased in line with 

inflation, and any Negative Revenue Support Grant is eliminated for 2020/21.

2. The government settlement is one year only with a multi-year spending review planned for later in the 

year; therefore it is difficult to forecast future levels of government funding with any certainty. The 

Government has announced plans for a spending review during 2020 which may give more certainty if 

covering a multi-year future settlement.

3. The chart below shows the core Government funding for Preston over the period 2013/14 to 2020/21: 

4.    The Council Tax referendum principles allow the Council to increase Council Tax by up to 2% in 2020/21.  

This means if the Council sets a Council Tax of 2% or above it would have to hold a referendum to agree 

the increase.  These principles do not include Parish Councils

5. The Cabinet proposals include a 1.99% Council Tax increase for 2020/21; a new Band D charge of £320.75.

6. The Council along with all other Lancashire authorities (excluding Lancaster City Council) are currently in 

a 75% Lancashire Business Rate Retention Pool for 2019/20. The Government have confirmed that the 

75% pools were for one year only and will cease and not continue in 2020/21. The Lancashire Pool will 

revert to the previous pool arrangements which has reduced protection for individual authorities. 

Entering in a pool for 2020/21 was considered by the Council at the October meeting and they asked that 

a review of the risks be undertaken by the Cabinet Member for Resources and Performance and Leaders 

of the Opposition. Based on the reduced protection (i.e. no individual safety net), current levels of 

outstanding appeals and write offs and Valuation Office changes to rateable values during 2019/20 the 

outcome of the review was to not enter the pool in 2020/21. 
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7. The Government have published New Homes Bonus allocations for 2020/21 and have announced they 

will make no legacy payments on New Homes Bonus allocations for 2020/21, but will make legacy 

payments on allocations made in earlier years which are due to be paid in 2020/21. They are to consult 

on the future of the housing incentive in the spring and announced this will include moving to a new, 

more targeted approach that rewards local authorities where they are ambitious in delivering the homes, 

and which is aligned with other measures around planning performance. The Council pays its New Homes 

Bonus into the City Deal therefore this could have major financial implications for the financial model. 

8. From April 2013 the government included grant in the settlement figures to cover the Council Tax Support 

Scheme.  This was previously 90% of the cost of the scheme.  Since 2015/16 it has not been possible to 

separately identify this element of the grant.

9. The key areas of financial risks in core funding for this Council are further detailed within the appendices.

The General Fund Revenue Forecast

1. The General Fund Revenue Forecast includes the budget for the day to day running costs associated with 

the delivery of the Council’s services. The Council agreed the original 2019/20 Revenue Budget and set a 

Council Tax increase of 2.99% in 2019 and 1.99% thereafter at the Budget Council meeting in February 

2019.  The forecast at that time showed general fund reserves being used over the life of the forecast 

with an estimated ongoing savings requirement to maintain the £1.1m minimum working balance.  

2. During 2019/20 the Council has continued to review key financial assumptions on an on-going basis and 

identified material changes within the financial strategy.  Some of these changes are as a result of 

assumptions made, such as changes in external factors, economic climate, legislation and decisions made 

locally. 

3. The forecast was updated to reflect the underspend position in 2018/19 and slippage of budget from 

2018/19 into 2019/20 reported at outturn. Further adjustments include in year budget decisions made 

by Members and adjustments as a result of the above reviews.  The latest estimated position is included 

in the table below:  

Revenue Budget: 2019/20

£m

Original Budget: set at Budget Council February 2019 (see appendix A) 20.577

Impact of 2018/19 Outturn (slippage of budget into 2019/20) 1.067

Other forecast issues included in this update -0.739

Latest Estimate : Revenue Budget 2019/20 (see appendix E) 20.905

4. General Fund (GF) Quarterly Monitoring - The Council’s embedded budget monitoring process, reported 

monthly to Management Team and quarterly to the Executive Member, has identified some areas of 
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concern and additional one-off income.  As a result the latest forecast has been updated to take account 

of these. 

Reserves and Provisions

1. The Council holds a General Fund Reserve and a number of Earmarked Reserves and Provisions.  These 

are held for various purposes:-

General Fund Reserve Earmarked Reserves and Provisions

 A working balance to help cushion the impact of 
uneven cash flows and avoid unnecessary 
temporary borrowing

 As a contingency to cushion the impact of 
unexpected events or emergencies

 Monies set aside for future events or liabilities

Balance 31 March 2019:  £8.879m Balance 31 March 2019:  £21.299m

Appendix E contains the latest forecast for General Fund reserves.

2. An updated Reserves and Balances Policy was presented to the Cabinet Member (Resources) in October 
2019. This document can be found at Reserves policy - Preston City Council. In line with the policy the 
current level of balance sheet provisions and earmarked reserves have been reviewed.  The updated 
policy includes details of those approved for release.

3. The Council is using available reserves to enable a managed phased programme of savings.  Other 
earmarked reserves may be used to (i) act as a contingency if the savings targets are not achieved; and (ii) 
be used for any significant one-off costs arising from the budget plan.

External Audit

1. The Council has an embedded planned approach to financial management and corporate governance,

safeguarding public monies and ensuring accountability.  The Council’s external auditors Grant Thornton 

carried out the annual audit and gave the Council an “unqualified opinion” on the 2018/19 accounts.  As 

part of the audit they are required to give a Value for Money conclusion and reported they are satisfied 

that in all significant respects the Council has put in place proper arrangements to secure economy, 

efficiency and effectiveness in its use of resources.  

https://www.preston.gov.uk/article/1313/Reserves-policy


32 | P a g e

The Preston, South Ribble and Lancashire City Deal

1. The Preston, South Ribble and Lancashire City Deal was signed in September 2013 and is an ambitious 

programme of work that aims to ensure that the City Deal area continues to grow by addressing strategic 

transport infrastructure challenges to deliver new jobs and housing.

2. To deliver the City Deal, partners have established an infrastructure delivery and investment programme 

worth £430m over the lifetime of the Deal.  The programme will facilitate the development of significant 

commercial development (more than 20,000 net new private sector jobs) and housing (approximately 

17,400 homes); this includes four highway schemes and local community infrastructure required to 

support the scale of such ambitious development. 

3. The City Deal Infrastructure Delivery Programme (IDP) is funded through pooled local and national private 

and public sector resources.  This includes Community Infrastructure Levy (CIL), s.106 contributions, local 

major transport schemes, Homes and Communities Agency land receipts, New Homes Bonus, Business 

Rates, Local Authority Capital Programme resources and land receipts.  The target number of new homes 

in Preston on the City Deal sites is 9,579 which includes an additional 1,000 properties not allocated to 

specific sites.  More information about the City Deal can be found on the Lancashire Economic Partnership 

(LEP) website - http://www.lancashirelep.co.uk/city-deal/what-is-city-deal.aspx.

4. The City Deal Infrastructure Delivery Programme sets out the projects and programmes to be funded and 

the forecast resources.  Lancashire County Council are the accountable body.  They project manage the 

schemes, take responsibility for the cash flow of the overall plan, and ultimately have the majority of the 

financial risk.  

5. An independent mid-term review of the Deal was undertaken in its fifth year of implementation in 

2018/19, as per the original agreement with Government, which confirmed that the City Deal had made 

a significant and positive impact on Central Lancashire's economy and the housing market.  Highlights 

include:

 5,000 new homes delivered

 14,000 jobs created 

 Broughton Bypass complete

 Penwortham Bypass open and nearing completion

 New Hall Lane corridor and local centre improvements

 Preston Western Distributor under construction

 A582 South Ribble Western Distributor junctions complete and planning application in 
preparation to dual remaining single carriageway sections.

Currently the City Deal is being updated in response to the review, with a revised deal expected to be 

brought to Council in the spring of 2020.

City Deal Programme for Preston

1. Within the IDP there is £56.3m allocated for the delivery of community infrastructure projects over the 

lifetime of the City Deal programme, for schemes such as health, education, leisure and social care to 

http://www.lancashirelep.co.uk/city-deal/what-is-city-deal.aspx
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support new residents and the jobs that will be created.  For Preston the funding allocation for community 

infrastructure is £36.3m distributed as follows:

 £5.2m for NW Preston Green Infrastructure
 £4.6m for Further Community Infrastructure
 £0.5m Markets Quarter
 £26m for Education Infrastructure

2. Allocations from the Community Infrastructure fund have already been agreed/spent on a cycling 

strategy/upgrades to the Guild Wheel links and a number of City Centre schemes.  Cabinet consider the 

spending plans for use of this funding pot, with requests requiring formal approval by the City Deal 

Executive Board prior to spend. However the Community Infrastructure fund is on hold until the outcome 

of the review is known. 

3. In addition to the above the Council has been receiving annual payments of £803 for Community 

provision.  

Income Transferred to the City Deal 

1. When the City Deal model was formed it was anticipated that the contribution of income from Preston 

City Council would come from the following sources:-

 Community Infrastructure Levy (CIL) receipts from residential and retail developments £33m
 CIL Plus Contributions - assumption of additional revenue from development £7m
 New Homes Bonus £28m
 Business Rates £5m (if additional growth from City Deal)

2. Since the Deal began Government reduced the payments for New Homes Bonus from the original 6 years 

to 5 years in 2017/18, and to 4 years from 2018/19 onwards. This change is already accounted for.

Impact for the Financial Forecast

1. As a result of the City Deal the financial forecast includes additional Council Tax income totalling £2.9m 

and by 2023/24 it is estimated that £0.9m per annum extra will be received.  As new housing is built the 

additional Council Tax income will increase and will also bring in additional Council Tax resources for the 

major precept authorities.  Additional costs associated with serving the new housing total £1.3m; however 

in the final year of the forecast annual council tax income outweighs these annual costs by £496k p.a. 

2. New Homes Bonus of £11m received by the Council is shown to be paid over to the City Deal during the 

current financial forecast period.

3. At the end of the current financial forecast 2023/24 the Council will have received income totalling £8m 

for community provision of which £1.3m is shown to be released into the financial forecast, £0.3m has 

been released in prior periods, and £6.4m will remain in an earmarked reserve. 
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Capital Programme – Community Infrastructure Levy & Community Infrastructure

1. The Capital Programme assumes that Community Infrastructure Levy (CIL) receipts totalling £14.6m 

received from developers will be paid over to the City Deal in the period 2019/20 to 2023/24.  The CIL is 

a charge on most forms of built development; it allows a charging authority to levy a charge on owners or 

developers carrying out built development so that they contribute to the costs of providing the 

infrastructure needed to support development of the area.  The CIL funds infrastructure projects such as 

transport, education, leisure, and health and open space provision set out in a published list, known as a 

Regulation 123 list. 

2. When spending plans have been agreed for the community infrastructure allocation, subject to approval 

by the City Deal Executive Board, the schemes will be included within the Capital Programme.  

Conclusions – General Fund Revenue Forecast

1 There are a number of significant risks outside the Council’s control which remain a major concern; the 
uncertainty of the Business Rates scheme from 2021/22 onwards, unknown impact of Brexit and income 
streams in general continue to remain under considerable pressure. Along with these risk the Council has 
major ambitions for the City Centre.

2. The net underspend in 2018/19 (after allowing for slippage) slightly improved the Revenue Financial 

Forecast; however the forecast still requires further savings to be found in order to achieve a balanced 

budget over the long term.  

3. The Council currently has a significant level of non-earmarked reserves; however these are shown to 

reduce over the forecast.  The Council has plans to use some earmarked reserves; however it will still hold 

a number of earmarked reserves which may be used as a last resort to phase in future saving 

requirements.

Collection Fund

1. The Council is required to maintain a separate fund (the Collection Fund) for the collection and 

distribution of amounts due in respect of Council Tax and National Non Domestic Rates (NNDR). The fund 

records all of the transactions for billing, exemptions and discounts granted, provision for bad debts and 

appeals, and payments made to the Council’s General Fund, the County Council, Police and Crime 

Commissioner and Fire and Rescue precept authorities and Central Government.
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Council Tax

1. The surplus on the Collection Fund for Council Tax as at 31 March 2019 was £0.766m. This surplus has 

arisen because the actual collection rate in 2018/19 was higher than that used in the Council Tax base 

calculation. In addition, the number of properties was higher than originally forecast and Council Tax 

Support was lower than forecast. The City Council’s share of the Council Tax surplus was £0.130m.

2. Surpluses and deficits are distributed in the following year based on estimates calculated in January. The 

estimated surplus in January 2020 was £0.130m, and this is being shared out between the Council and 

precepting authorities during 2020/21.

Business Rates (NNDR)

1. Prior to 2013/14, the Council collected NNDR on behalf of Central Government. All the NNDR income 

was paid directly into a central pool which was re-distributed to individual councils according to a needs-

based formula. Under the new Business Rates Retention Scheme the Council retains a share of its 

NNDR. In 2019/20 the Council joined a Lancashire wide 75% NNDR Retention Pilot Pool, which has 

resulted in the share of retained NNDR increasing from 40% to 56%. The remaining income is shared 

between Central Government (25%), the County Council (17%) and the Fire and Rescue Authority 

(2%). The additional growth retained by the Lancashire Pool will be used to promote local economic 

growth and to enable the financial stability of individual Pool members. The 75% pilot scheme will end on 

31st March 2020.

2. In 2020/21 the Lancashire Pool will revert to the previous pool arrangements, which offers reduced 

protection for individual authorities. Entering in to the Lancashire pool for 2020/21 was considered by 

the Council at the October meeting, following a review of the risks it was decided that the Council will not 

join the pool in 2020/21.

3. For 2019/20 the collection of NNDR is expected to be above the Government set target. The Council’s in-

year share of the growth is estimated at £0.627m. As at January 2020 the estimated year end position 

on the Collection Fund is a deficit of £0.558m. This is partly due to timing differences in accounting for 

NNDR income, and also because of an increase in the provision set aside for repayments due to appeals.

4. Section 31 Government Grant is received by the Council to compensate for the new NNDR reliefs the 

Council is statutorily obliged to grant. Surpluses and deficits are being set aside in an earmarked reserve 

to smooth peaks and troughs over the life of the forecast. 

The Five Year Capital Programme 

Capital Programme and Core Major Asset Plan

1. The Council strategically manages its operational properties through the Core and Major Asset Plan.  The 
Council’s operational properties include office accommodation, depots, yards and venues such as the
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markets and open space facilities.  In addition the City has a Victorian legacy of the Grade I listed Harris 
Museum, cemetery, urban parks and dock estate.

2. The Core and Major Asset Plan is informed by regular stock condition surveys to establish a rolling 
programme of improvement and refurbishment.  In addition we have a major repairs programme.  Both 
of these take account of the need for efficiency and environmental impact issues.

3. The Council has an investment property portfolio managed to generate income to support the revenue 
budget and maximise opportunities for regeneration.  Performance of this portfolio is reported quarterly 
to the Cabinet Member.  As part of the efficiency plan work we engaged external property advisors to 
undertake a review of all property and land assets held by the Council, with the aim of identifying 
opportunities for disposal of assets for development and other available options.  The disposal of freeholds 
or changes to leases on existing buildings producing potential receipts was also considered.  An action plan 
was developed and is in the process of being implemented to maximise the investment returns and 
potential capital receipts from the portfolio. 

4. The Cabinet have already agreed the sale of previous operational city centre assets which results in a 
capital receipt and reduces the annual cost burden of maintaining empty operational properties.

5. The opportunity for new schemes to be added to the Capital Programme is limited.  This is due to the 
continued reduction in capital funding and the pressure on the revenue budget which limits the capacity 
to fund borrowing repayments.  The Council has a five year programme; however the core and major 
asset programme extends over 10 years.  There is a significant amount of capital expenditure required in 
the future which is outside the current programme.

Background to the Capital Programme

1. The Council has a five year capital spending programme.  The programme includes capital expenditure 
scheduled for the Council’s operational assets.  The Council ensures all capital expenditure is directly 
linked to the Council’s priorities, affordable and delivered through key corporate projects.  Any spend on 
the Council’s operational assets is scheduled in line with the Council’s Core Major Asset Plan.  Expenditure 
in respect of grants or financial assistance is included if the nature of expenditure, when incurred by the 
Council, is classed as capital expenditure.

2. Capital expenditure is usually of a one-off nature, it can be a significant amount and can span over a 
number of financial years.  Examples of capital schemes include the purchase and installation of a new 
lift or major construction works that includes extending the life of a building e.g. new waterproof roof.  
Other examples include the purchase of a new vehicle or the refurbishment of a park & open space.

3. The Capital Programme is updated continually for agreed changes and reported to the Cabinet Member 
(Resources) during the financial year on a quarterly basis and to Cabinet and Council as part of any 
financial forecast updates.  A prudent approach is taken when preparing the programme to ensure that 
financing resources are only estimated for when there is relative certainty that they will be received.

4. In accordance with CIPFA’s Prudential Code the Council’s Chief Finance Officer is required to have full 
regard for affordability, sustainability and prudence when making recommendations about the Council’s 
future capital programme.  Such consideration includes the level of long term revenue commitments.  
The Council considers the affordability of capital investment and the impact on revenue forecasts when 
formulating its capital spending plans.
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5. Capital schemes are directly linked with the Council’s priorities.  Major items of enhancement or renewal 
are identified via the Council’s Core and Major Asset Plan. 

6. The latest Capital Programme is attached at Appendix G and totals £40.6m.  The planned spend over the 
life of the programme is continuously reviewed and any scheme profiling changes are reflected in 
quarterly update reports.  The table below sets out the latest Capital Programme summary.  This has been 
updated for agreed changes up to the end of December 2019:

Table: Capital Investment Programme Summary 2019/20 to 2023/24:

The table below highlights spend in relation to the Council’s key priorities.

Priority Area 2019/20 2020/21 2021/22 2022/23 2023/24 Total

£m £m £m £m £m £m

Your Council 0.9 4.4 3.4 3.3 0.8 12.8

Your City 5.4 3.5 2.6 3.6 5.1 20.2

Fairness for You 1.8 3.9 1.0 0.4 0.5 7.6

Estimated 
Expenditure

8.1 11.8 7.0 7.3 6.4 40.6

Capital spending over the next five years by Priority:

19%

50%

31% Fairness for You  £7.6m  19%

Your City £20.2m  50%

Your Council  £12.8m  31%
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Examples of capital schemes by Council Priority:

The following shows major planned capital spending by Council priority:

Capital Programme - Financing the Capital Programme

The Council has estimated the following financing sources will be available to fund the capital investment 

programme:

The Capital Strategy

1. The full Capital Strategy is included at appendix I, the following provides a summary of the work 
undertaken by the Budget Working Group in formulating the Cabinet’s capital budget proposals.

2. The Council’s Budget Working Group have undertaken a review of the financing of the five year capital 
programme. The proposals are:

 a reduction to the level of existing prudential borrowing by £500k (excluding borrowing for vehicles);

 removal of the Empty Homes scheme for £50k in 2020/2021. The outcomes of this scheme are 
included in the Affordable Housing scheme included in the programme in 2019/2020.
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Parks & Open Spaces  
£1m   

Harris Museum £1.3m

City Centre 
Investment Project 
£2.1m

City Deal Community 
Infrastructure Levy 
£14.6m

Winckley Square 
Townscape Heritage 
Initiative £0.4m

Regeneration 
(including Traffic 
Management) £0.8m
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Yo
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Housing Schemes  
£6.1m

Including Disabled 
Facilities Grants, 
Renovation Grants 
and Empty Dwellings

InInvestment Strategy 
Fund £0.5m

Community Bank £1m

Yo
u

r 
C

o
u

n
ci

l

Fleet/Vehicle 
Replacement £7.7m

ICT Schemes £0.1m

Council Buildings 
£4.9m

£4.1m £16.2m £0.6m£3.5m £1.7m £14.6m

Disabled Facilities Grant £4.1m Borrowing £16.2m

Capital Receipts £0.6m External Contributions £3.5m

Revenue Funding £1.7m Community Infrastructure Levy £14.6m
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4. A review of the phasing of schemes was undertaken to produce a more accurate projection of expenditure 
and reduce the impact of financing costs within the 5 year programme.

5. A review of proposed new schemes was undertaken to examine the future requirements not only within 
the current five year programme but in the years beyond. Budget Working Group has produced proposals 
for new schemes to be added to the current five year programme along with their financing proposals 
below.

Capital Programme Proposed Schemes:

2019/20 2020/21 2021/22 2022/23 2023/24 Total

£000 £000 £000 £000 £000 £000

Schemes:

Avenham Car Park Security Works 100 100

Vehicle Replacement Programme 165 220 101 486

City Centre Asset Management 796 553 435 430 466 2,680

Total 796 818 435 650 567 3,266

1. The Capital Programme has been updated to reflect the latest reported position.  Members should note 

that the current surplus on the Capital Programme is £0.115m.  However this assumes £16.2m prudential 

borrowing.

2. A strategic review of the Capital Programme including a review of the Council’s investment assets and 

operational assets has been carried out.  The annual review takes into consideration; works identified 

from stock condition surveys (over a 10 year time frame), impact of savings proposals e.g. inclusion of 

capital receipts from potential sale of assets, and whether any of the Council’s operational assets 

transferred etc.  There has also been a full review of how the programme is financed to reduce the levels 

of prudential borrowing and utilise receipts and reserve balances to create savings in the revenue budget

3. The CIPFA accounting code of practice requires that any Community Infrastructure Levy (CIL) payments 
made by the Council should be recorded in the Capital Programme.  The Capital Programme includes a 
scheme for CIL payments to be made to Lancashire County Council as part of the City Deal, the scheme is 
financed by CIL payments from developers within the City Deal areas.
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Treasury Management Strategy 

1. Treasury management is the management of the Council’s cash flows, borrowing and investments, and 

the associated risks.  The Council has borrowed and invested substantial sums of money and is therefore 

exposed to financial risks including the loss of invested funds and the revenue effect of changing interest 

rates. 

2. The Treasury Management Strategy has been prepared in line with the Chartered Institute of Public 

Finance and Accountancy (CIPFA) Treasury Management Code of Practice.

3. This report sets out the proposed Treasury Management Strategy for 2020/21 to be approved, as required 

by CIPFA. It includes the Council’s borrowing and investment strategies, together with the treasury 

management prudential indicators which seek to ensure that the Council’s borrowing levels remain both 

sustainable and affordable.

4. The Council’s treasury management adviser Arlingclose is forecasting that Bank Rate will remain at 0.75% 

until the end of 2022.

5. Given the significant cuts to local government funding, the Council’s borrowing strategy continues to use 

internal resources (also known as internal borrowing) as a more cost effective approach in the short term.

Overall Conclusions

1. The Government recently announced a one-year Local Government finance settlement for 2020/21. As 

the settlement is for one-year only it is difficult to forecast future levels of Government funding with any 

certainty. We do not know how much Government funding the Council will receive from 2021/22 

onwards therefore this is a high level risk for the Council.  Sensitivity analysis has been carried out to 

review the impact on the forecast in the event Government Funding was to reduce further which shows 

additional savings will be required. 

2. The Council along with the majority of Lancashire authorities was successful in the bid to Government for 

a Lancashire Business Rate 75% Pool in 2019/20 which estimated that over £10m additional resources 

would be retained in Lancashire.  However, the Government have recently announce that the 75% pilot 

scheme was for one-year only and would not continue in 2020/21. This means the Lancashire Pool will 

revert back to the previous scheme which the Council was not part of. A review was undertaken to review 

whether the Council partakes in the 2020/21 pool however this scheme has more risk therefore the 

Council will not be included within the Pool for 2020/21. A number of other Lancashire authorities are 

remaining out of the Pool. 

3. The Council has implemented significant savings over the last decade working through three major savings 
plans, the latest being the Four Year Efficiency Plan 2016/17 to 2019/20. In the main the majority of 
savings plans have been achieved.  In addition, the Council has identified a contingency list of savings 
which could be swiftly implemented in the event that further savings are required if major risks 
materialise.  The significant risks for the Council being future levels of Government funding, City Centre 
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ambitions and the unknown impact of Brexit. Specific consultation, support and advice is provided to all 
staff that are affected by proposals.

4. The ultimate aim for the Council is to work towards bridging the gap (shortfall between how much the 
Council spends and how much the Council receives in funding) over the long term to ensure long term 
sustainability for the Council and an ongoing balanced budget.  Significant savings have been achieved as 
part of the Digital Agenda Strategy, however this is an area which the Council will continue to prioritise in 
order to ensure services are provided as efficiently as possible.

5. The forecast includes 1.99% Council Tax increase in 2020/21 and thereafter.  The capping rules allow for 
setting the Council Tax up to the 2% in 2020/21.  If the Council set Council Tax above this % then it would 
be required to hold a referendum which would cost in excess of £110k. 

6. Cabinet and Management Team continue to monitor the Medium Term Financial Strategy and all its risks, 
in order to take effective remedial action should the need arise. 

7. The Council carefully considers and monitors the risks set out in this report and in the Corporate Risk 
Register.

8. Financial Assurance Statement

8.1 The Council must set a balanced budget each year.  As the Council’s designated Finance Officer, I have a 
legal duty to report to Full Council in February 2020 on the robustness of the Council’s budget and the 
adequacy of reserves. 

8.2 I have considered the major items of expenditure and income and their sensitivity to change, together 
with the remaining Efficiency Plan savings plans, Cabinet budget proposals and the impact on the Council’s 
future forecasts and level of reserves.  It is my opinion that the estimates have been prepared and 
reviewed utilising the most up to date and accurate information available and that all assumptions made 
are reasonable in the current uncertain economic climate.

8.3 I can confirm the recommendations contained in this report will provide the Council with a robust financial 
position in 2020/21.  I am of the view that the Council is pursuing a sound financial strategy in the context 
of the challenging financial position.  However there is still a significant level of uncertainty from the major 
risks, e.g. impact of Brexit and impact of a new funding system from April 2021 onwards.  The major 
development in the Harris Quarter, whilst assisting the Council with the ultimate aim of regeneration and 
growth in the City, brings with it a high level of financial risk.  In addition there are a number of contingent 
liabilities which, if they materialise will have a significant impact.  It is paramount that the Council has 
contingency plans that can be swiftly implemented in the event that a major negative shift in the financial 
position occurs.  This will help towards the long term sustainability of the Council’s financial position. 
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Appendix A

Initial Forecast February 2019

2019/20 2020/21 2021/22 2022/23
£000 £000 £000 £000

Forecast agreed February 2018  20,619  21,151  21,854  21,854

Forecast Changes - 159 - 248 - 274  59 (F)

New Cabinet Proposals - 13 - 13 - 13 - 13 (F)

Additional Spend Proposals  130  130  130  130 (A)

Total Expenditure  20,577  21,020  21,697  22,030

Financed by: 

Revenue Support Grant - - - -

Business Rates Baseline Funding (risk 2020/21 onwards)  5,470  5,579  5,691  5,805

New Homes Bonus (contributes to City Deal)  1,683  1,614  1,807  1,853

Council Tax (based on City Deal projections)  12,295  12,523  12,952  13,393

 19,448  19,716  20,450  21,051

Call on Reserves  1,129  1,304  1,247  979

General Fund Reserves

Balance of Reserves b/f  7,376  6,247  4,943  3,696

Less transfer to/(-)from reserves to Revenue in Year - 1,129 - 1,304 - 1,247 - 979

Savings requirement (to ensure £1.1m minimum balance)

Year End Balance  6,247  4,943  3,696  2,717

Band D Council Tax £314.50 £320.75 £327.13 £333.63

Council Tax Increase 2.99% 1.99% 1.99% 1.99%

Forecast agreed at February 2019 Council Meeting

Adv (A)/ 

Fav (F)
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Appendix B

General Fund Forecast Assumptions

Key Area Assumption Comment

Pay Award 3% included 2020/21 only. 2% included 2021/22 

onwards.

The assumption for the pay award is 3% for 2020/21, then 2% ongoing. For information, an 

additional 1% pay award increase equates to c£200k per annum.

General Prices Inflation Freeze on all general revenue expenditure with the exception of pay, fuel & utility budgets.

Slippage £1.067m included in 2019/20 Underspend from 2018/19 agreed by Cabinet (May 2019) slipped into 2019/20.

Employers Pension Contribution 18.4% in 2020/21, 2021/22 & 2022/23, plus a deficit 

recovery lump sum payment of £0.5m, all paid in 

2020/21 to cover the three year period from 2020/21 to 

2022/23.

Result of the 2019 Pension Triennial review implemented April 2020.

Employer National Insurance 

Contributions

Employer’s rate is 9.1% from April 2019.  9.1% is the average employer’s percentage for the Council.

Government Grant Support Based on the Local Government Settlement figures Based on the Final Local Government Finance Settlement figures received February 2020 for 

2020/21.

Council Tax Increase 1.99% The Increase in 2019/20 was 2.99% The increase proposed for this year is 1.99%, as this is 

the maximum increase the Government’s Council Tax Principles will allow in 2020/21.

New Homes Bonus Grant The income received from New Homes Bonus reflects the anticipated housing completion 

rate within Preston, including the City Deal development.

Fees and Charges Various The 2020/21 Fees and Charges have been reviewed in line with the fees and charges policy 

and approved by the Cabinet Members. 

Vacancy Savings £150k per annum Estimated savings from vacant posts. 2019/20 vacancy savings target is now £540k. A target 

of £150k pa is included from 2020/21 onwards.

Redundancy Costs In line with the savings plan The forecast includes revenue budget redundancy cost estimates for 2019/20 to 2023/24. 

Budget Council agreed to fund any shortfall from Earmarked Reserves.

Capital Borrowing Various Provision has been made for all Capital Programme borrowing unless indicated in the 

Programme.
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Appendix C
Forecast Changes: including unavoidable Revenue Spending Pressures and changes to assumptions (£’000s)

                Column1Key Area

2019/20  

£000

C

ol

u

2020/21  

£000

C

ol

u

2021/22  

£000

C

ol

u

2022/23  

£000

C

ol

u

2023/24  

£000

C

ol

u

Adv (A)/ 

Fav (F)

Impact of Outturn 2018/19 and forecast extension

i Slippage from 2018/19 1,067 0 0 0 0 (A)

ii 2023/24 Forecast Extension -  Salary 0 0 0 0 412 (A)

Ongoing Forecast Adjustments:

iii August Council Reports 984 353 507 728 330 (A)

iv Underspend Challenge -395 -200 -200 -200 -200 (F)

v Impact of Pension Triennial review 0 -500 -500 -500 0 (F)

vi Fees & Charges 0 -73 -73 -73 -13 (F)

vii Corporate Fraud Team 0 0 55 55 55 (A)

viii Electoral Registration 0 25 25 25 25 (A)

ix Market Costs 60 63 63 63 63 (A)

x Trade Waste/Skips -10 -10 -10 -10 -10 (F)

xi Employee Costs Adjustment -70 237 237 238 238 (A)

xii Additional Efficiency Plan Savings - Investment Property -191 -27 -106 -106 -106 (F)

xiii AVC Wise 0 -20 -20 -20 0 (F)

xiv DFG Admin Fees -102 -102 -12 -12 -12 (F)

xv Members Allowances 0 30 30 30 30 (A)

xvi Minor ongoing adjustments -182 -62 -62 -62 -62 (F)

One-off and time limited budget items:
xvii Harris - Re-phasing of underwrite 0 -150 0 0 0 (F)

xviii Landscape Architect Fee Income 35 50 50 0 0 (A)

xix Planning Fee Income - Net of Economic Development Post -250 -70 0 0 0 (F)

xx
City Centre Development Professional Fees  financed from 

above
0 60 0 0 0 (A)

xxi City Centre Assets 381 754 -7 -20 -1 (A)

xxii Additional in year vacancy savings -390 0 0 0 0 (F)

xxiii Investment Income -102 -62 0 0 0 (F)

xxiv Pension Payment Plan Savings 0 -114 -115 -116 0 (F)

xxv Other Minor Adjustments inc re-phasings -447 308 -12 0 0 (F)

388 (A) 490 (A) -150 (F) 20 (A) 749 (A)

xxvi City Deal Adjustments -60 726 -913 -1,339 -1,679 (F)

328 (A) 1,216 (A) -1,063 (F) -1,319 (F) -930 (F)

Latest Forecast Changes
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Appendix D

General Fund Forecast Adjustments (details)
The following notes relate to the adjustments made to the forecast set out in appendix C:

Impact of Outturn 2018/19 and forecast extension 2023/24

i Slippage from 2018/19 Slippage of £1.067m relating to underspends in 2018/19

ii 2023/24 Forecast Extension - Salaries/Elections Base Budget adjustment to include the 2% estimated pay award in year 2023/24. 

Ongoing Forecast Adjustments:

iii August Council Reports Adjustments to include the impact of the decisions made at August 2019 Council.

iv Underspend Challenge The exercise to challenge service expenditure is now an annual process.

v Impact of Pension Triennial review
Impact of the Pension Triennial Review, subject to agreement with Lancashire County Pension Fund, net of 

funds already set aside for future pension costs.

vi Fees & Charges Income to be generated from the annual review of Fees and Charges

vii Corporate Fraud Team Budget to allow the Corporate Fraud team to continue to operate beyond March 2021

viii Electoral Registration
Individual Electoral Registration grant received from Cabinet Office ceases in 2020/21, this budget is to 

replace that grant. 

ix Market Costs
A combination of a reduction in income generated by the outdoor market and increased utility costs in the 

new market hall.

x Trade Waste/skips
Represents a reduction in trade waste and skip income offset by reduced landfill charges. Also includes 

increased transfer station income.

xi Employee cost adjustments

Includes adjustments for potential increased pay award in 2020/21 and additional budget for grade 

equalisations. Also includes savings from overprovision of holiday pay/back pay following the introduction 

of new legislation.

xii Additional Efficiency Savings – Investment Property Increased Investment Property income over and above the target set in the Efficiency plan.

xiii AVC Wise
Employer National Insurance savings anticipated as a result of the introduction of the additional voluntary 

pension contribution salary sacrifice scheme.

xiv
DFG Admin Fees

Additional DFG capital fee income for staff time as a result of the additional DFG received by the Council in 

2019/20 and 2020/21. Also fee increase ongoing. 

xv Members Allowances To cover increases in Members allowances as approved by Council in January 2020.
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xvi Minor ongoing adjustments
Various minor ongoing adjustments including added years pension costs, interest payable costs and 

adjustments to building running costs.

One-off and time limited budget items:

xvii Harris – Re-phasing of underwrite
In February 2019 the Council agreed to underwrite the gap in external funding approved for the Harris NHLF 

bid. Due to the bid now being submitted in November 2020 the underwrite has been rephased.

xviii Landscape Architect fee income
Due to the reducing number of Landscape capital projects, the Landscape Architects are working on 

revenue projects, therefore contributions from capital are reduced. 

xix Planning Fee income
Additional Planning Fee income predicted this year due to a number of large planning applications being 

received.

xx City Centre Development
Professional fee budget required for City centre developments to be financed from additional Planning fee 

income.

xxi City Centre Assets Estimated budget required for the maintenance and operational costs of the Council’s City centre assets

xxii Additional in year vacancy savings Estimated additional in-year vacancy savings,

xxiii Investment Income Due to higher than forecast cash balances as a result of capital slippage and cash balances.

xxiv Pension Payment Plan Savings Discount net of lost interest for paying both future service and pension deficit costs 3 years upfront.

xxv Other minor adjustments including re-phasings

Various minor adjustments including re-phasing of Housing Needs & Stock Condition Surveys from 2019/20 

into 2020/21, Market car park payback scheme, MRP adjustments, release of suspense credits (£83k) and in 

year increased car park income (£30k).

xxvi City Deal: Re-phasing of costs to service housing

The additional cost of transferring New Homes Bonus to the City Deal is fully offset by additional NHB 

income shown on the face of the forecast. The Community Provision income recognised is proportional to 

the NHB received plus an adjustment to smooth the phasing of the income recognised. The balance is 

transferred to the Community Provision Reserve.

Note 1 A number of changes have been made on the face of the forecast, including a Council Tax surplus of £22k for 2020/21.

Note 2 There have been a number of budget adjustments which have changed both income and expenditure, these have a net nil impact on the forecast e.g. efficiency savings 

re-phasing.
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Appendix E

General Fund Forecast  

2019/20 2020/21 2021/22 2022/23 2023/24
£000 £000 £000 £000 £000

Forecast agreed February 2019  20,577  21,020  21,697  22,030  22,030

Forecast Changes  328  1,216 - 1,063 - 1,319 - 930 (F)

New Cabinet Proposals - 75 - 82 - 89 - 89 (F)

Additional Spend Proposals  70  10  10  10 (A)

Total Expenditure  20,905  22,231  20,562  20,632  21,021

Financed by: 

Revenue Support Grant - - - - -

Business Rates Baseline Funding (risk 2021/22 onwards)  5,470  5,560  5,426  5,426  5,426

New Homes Bonus (contributes to City Deal)  1,683  2,240  994  576

Council Tax (based on City Deal projections)  12,295  12,568  12,976  13,417  13,871

 19,448  20,368  19,396  19,419  19,297

Call on Reserves  1,457  1,863  1,166  1,213  1,724

General Fund Reserves

Balance of Reserves b/f  8,879  7,422  5,559  4,393  3,180

Less transfer to/(-)from reserves to Revenue in Year - 1,457 - 1,863 - 1,166 - 1,213 - 1,724

Savings requirement (to ensure £1.1m minimum balance)

Year End Balance  7,422  5,559  4,393  3,180  1,456

Band D Council Tax £314.50 £320.75 £327.13 £333.63 £340.26

Council Tax Increase 2.99% 1.99% 1.99% 1.99% 1.99%

Financial Forecast February 2020 - 2019/20 to 2023/24

Adv (A)/ 

Fav (F)
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Appendix F

Cabinet Proposals

The table below shows the Cabinet’s new proposals

Key Area

2020/21  

£000

C

ol

u

2021/22  

£000

Co

lu

mn

2022/23  

£000

Co

lu

mn

2023/24  

£000

C

ol

u

Adv (A)/ 

Fav (F)

Savings

Additional Efficiency Plan Savings - Investment 

Property 
-75 -75 -75 -75 ( F )

Greater Deepdale Community Association Grant 0 -7 -14 -14 ( F )

Sub-total - Savings -75 -82 -89 -89

Growth Items

Retain Staff Car Parking 30 0 0 0 ( A )

Revenue cost of new capital schemes 10 10 10 10 ( A )

Community Wealth Building 30 0 0 0 ( A )

Sub-total - Growth Items 70 10 10 10 ( A )

Total -5 (A) -72 (A) -79 (A) -79 (A) ( F )

New Cabinet Proposals
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Appendix G - Latest Capital Programme
Schem

e Cost 

Centre

Schemes in Progress

Col

um

n1

Est. 

Total 

Cost of 

Schem

e

Total 

Actual to 

31.03.19

 2019/20 

£'000 

 2020/21 

£'000 

 2021/22 

£'000 

 2022/23 

£'000 

 2023/24 

£'000 

 Total 

2019/20 - 

2023/24 

£'000 

PCC Schemes 

2043 CCTV Replacement Camera Project 120 100 20 - - - -               20 

2044 Repair to Cemetery Gates 42 0 42 - - - -               42 

2045 New Burial Ground Within Existing Cemetery 172 0 0-             172 - - -             172 

2101 Parks Depots Replacement Obsolete Elect. 40 27 13 - - - -               13 

2103 Harris Museum & Library - Internal Works 30 11 7 12 - - -               19 

2111 Leisure Site Residual Remedial Repair Works 322 276 16 30 - - -               46 

2117 Town Hall Internal Areas Refurbishment 72 6 45 20 - - -               66 

2135 Parks Pavilions - Upgrade Elect. Installation 40 10 20 10 - - -               30 

2137 General Car Park Repairs Ph 2 101 54 31 16 - - -               47 

2143 Town Hall - Window Replacement 200 0 0-             200 - - -             200 

2144 Door Access System Replacement & Upgrade 62 20 39 3 - - -               42 

2146 Town Hall - New roof installation & Membrane 150 106 27 17 - - -               44 

2147 Penny Street Car Park s 60 57 3 - - - -                 3 

2148 Riversway Locomotive Shed - Slate Roof Replacement 28 0 28 - - - -               28 

2149 Miller Park Offices - Rebuilding of WC & Mess Room 80 0 0 80 - - -               80 

2150 Harris Building Replacement of Fire Alarm System 100 0 50 50 - - -             100 

2151 Core & Major Assets Review 2019/2020 to 2022/2023 284 0 0 134 150 - -             284 

2152 Argyll Road Depot Improvements - LAAC 50 0 - 50 - - -               50 

2153 City Centre Asset Management 150 0 150 - - - -             150 

5651 Alleygating 281 262 0-             19 - - -               19 

5700 Remediation of Land at Chapman Road 29 24 2 3 - - -                 5 

5952 Affordable Housing Scheme 801 88 301 412 - - -             713 

6340 Re-Imagining the Harris - Development Ph1 529 0 246 283 - - -             529 

7310 ICT - Virtual Desktop Infrastructure n 464 349 65 50 - - -             115 

7937 Roman Way Industrial Units Roof Replacement Project 1,210 1,180 30 - - - -               30 

7952 City Centre Investment Fund 8,916 6,861 2,055 - - - -          2,055 

7961 Investment Fund Strategy 500 0 - - 500 - -             500 

8317 Vehicle Replacement Scheme 2016 to 2021 10,809 3,577 434 1,925 2,472 2,401 -          7,232 

3,626 3,484 3,122 2,401 - 12,633

s Payback schemes

n ICT Strategy Fund

Scheme 

Cost 

Centre

Schemes funded wholly/partly by 

External Finance or Government 

Grants

Col

umn

1

Est. 

Total 

Cost of 

Schem

e

Total 

Actual to 

31.03.19

 2019/20 

£'000 

 2020/21 

£'000 

 2021/22 

£'000 

 2022/23 

£'000 

 2023/24 

£'000 

 Total 

2019/20 - 

2023/24 

£'000 

2431 Winckley square Townscape Heritage Initiative 1,054 665 389 - - - -             389 

2432 Moor Park Avenue Sites - LAAC 1,186 0 - 1,186 - - -          1,186 

3219 Traffic Management Schemes 291 236 - 55 - - -               55 

3220 Rough Hey Road 200 50 - 150 - - -             150 

3221 Grimsargh Cycle Route 746 402 5 339 - - -             344 

3236 The Guild Wheel 451 392 55 4 - - -               59 

3237 Footway Improvement Works - Lancaster Road 86 0 86 - - - -               86 

5930 Disabled Facilities Grants 7,310 3,187 1,522 1,251 450 450 450          4,123 

6959 Moor Park Restoration 2,226 2,182 44 - - - -               44 

6963 Jubilee Park Capital Project 133 87 35 11 - - -               46 

6965 Winckley Square Garden Restoration 60 50 10 - - - -               10 

6966 Grange Park Play Area Refurbishment 105 97 8 - - - -                 8 

6967 Drainage & Enhancement Scheme - Football Pitches 171 0 8 163 - - -             171 

6968 Tower Lane Bridge Repair Works 44 37 7 - - - -                 7 

6969 Grimsargh Green Football Pitch 30 0 30 - - - -               30 

6970 Fishwick Road Recreation Ground - Play Area 33 0 31 2 - - -               33 

6971 Conway Park - Phase 1 Play Area Refurbishment 42 0 42 - - - -               42 

6972 Ribbleton (Waverley) Park Lighting Impreovements 27 0 0-             27 - - -               27 

6973 Tanterton Green Play Area Refurbishment 48 0 48 - - - -               48 

6974 Haslam Park Play Area Refurbishment 40 0 - 40 - - -               40 

7963 Rapid Re-Housing Pathway Funding 128 110 18 - - - -               18 

7964 Community Infrastructure Levy 24,587 9,966 2,159 2,134 2,113 3,075 5,139        14,621 

4,497 5,362 2,563 3,525 5,589 21,537

Total of Schemes in Progress 8,123 8,846 5,685 5,926 5,589 34,170
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Schem

e Cost 

Centre

Schemes awaiting Approval
Col

um

n1

Est. 

Total 

Cost of 

Schem

e

Total 

Actual to 

31.03.19

 2019/20 

£'000 

 2020/21 

£'000 

 2021/22 

£'000 

 2022/23 

£'000 

 2023/24 

£'000 

 Total 

2019/20 - 

2023/24 

£'000 

ua1 Avenham Car Park - Lift Replacement 130 0 - 130 - - -             130 

ua2 Moor Park Football Pavilion - Refurbishment 75 0 - - 75 - -               75 

ua3 Town Hall Refurbishment 100 0 - - - 50 50             100 

ua4 Empty Homes 0 0 - - - - -                -   

ua5 Re-Imagining the Harris - Implementation Ph2 750 0 - - 250 500 -             750 

ua6 Parks Electrical, Heating & Security Upgrades 72 0 - - 72 - -               72 

ua7 Cemetery & Crematorium 35 0 - 35 - - -               35 

ua10 Investment Property Refurbishment Programme 120 0 - 30 30 30 30             120 

ua11 Fishergate Hill Parks Fund 140 0 - - 140 - -             140 

ua13 Parks Electrical, Heating & Security Upgrades 235 - - 125 70 40             235 

ua14 Miller Park Offices 0 - - - - -                -   

ua15 Community Bank 1,000 - 1,000 - - -          1,000 

ua16 Town Hall - Window Replacement 420 0 - - 200 100 120             420 

ua17 District Energy Networks 113 0 - 113 - - -             113 

Total of Schemes Awaiting Approval               -            1,308            892           750          240          3,190 

New Schemes

ua18 Avenham Car Park Security 100 - 100 - - -             100 

ua19 Vehicle Replacement Programme 486 - 165 - 220 101             486 

ua20 City Centre Asset Management 2,680 - 1,349 435 430 466          2,680 

Total New Schemes               -            1,614            435           650          567          3,266 

Grand Total         8,123        11,768         7,012        7,326       6,396        40,626 

APP February Budget 2020 - Preston City Council Capital Financing Statement

Column1

Estimate 

2019/20  

£'000

Estimate 

2020/21 

'£000

Estimate 

2021/22 

£'000

Estimate 

2022/23 

£'000

Estimate 

2023/24 

£'000

Total Estimate 

2019/20 - 

2023/24              

£000

Estimated Expenditure

Schemes in Progress 8,123 8,846 5,685 5,926 5,589 34,170

Schemes Awaiting Approval 0 1,308 892 750 240 3,190

New Schemes 0 1,614 435 650 567 3,266

Total Capital Payments 8,123 11,768 7,012 7,326 6,396 40,626

Estimated Resources

General Fund :

Direct Revenue Finance 78 13 0 0 0 90

Disabled Facilities Grant 1,522 1,251 450 450 450 4,123

Other External Finance (see next page) 1,094 2,405 0 0 0 3,499

Community Infrastructure Levy 2,159 2,134 2,113 3,075 5,139 14,621

Prudential Borrowing 2,779 3,078 562 1,450 526 8,395

Prudential Borrowing - Vehicle Replacement 434 1,925 2,472 2,401 101 7,333

Prudential Borrowing - Pay Back Schemes 28 0 0 0 0 28

Investment Fund Strategy - Loan Repayment 0 0 500 0 0 500

Capital Reserves 0 0 0 0 0 0

Earmarked Reserves 150 621 150 370 150 1,441

IT Strategy Fund 65 50 0 0 0 115

Capital Receipts 196 100 100 100 100 596

Total Resources 8,505 11,577 6,347 7,846 6,466 40,741

Total surplus(-)/shortfall in year -381 191 665 -520 -70

Cumulative total surplus(-)/shortfall -381 -190 475 -45 -115 -115
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ANALYSIS OF OTHER EXTERNAL FINANCE

Column1 Estimate 

2019/20  

£'000

Estimate 

2020/21 

'£000

Estimate 

2021/22 

£'000

Estimate 

2022/23 

£'000

Estimate 

2023/24 

£'000

2043 - CCTV - 2043 - CCTV Replacement Cameras Project 20

2135 - Parks Pavilions - Upgrade Elect. Installation - Section 106 4

2431 - Winckley square Townscape Heritage Initiative - Heritage Lottery Fund 258

2431 - Winckley square Townscape Heritage Initiative - Section 106 53

2432 - Moor Park Avenue Sites - LAAC - Homes England 1186

3221 - Grimsargh Cycle Route - Section 106 Contribution 5 339

3236 - The Guild Wheel -  Section 106 43

5651 - Alleygating - S106 Contribution 0 14

5952 - Affordable Housing Scheme - Section 106 301 412

6340 - Re-Imagining the Harris - Development Ph1 - Lancashire County Council 125 125

6341 - Re-Imagining the Harris - Development Ph1 - Heritage Lottery Fund 56 68

6959 - Moor Park Restoration - Heritage Lottery Fund 33

6963 - Jubilee Park Capital Project - LEF 19 11

6963 - Jubilee Park Capital Project - Lea Parish Council 8

6967 - Drainage & Enhancement Scheme - Football Pitches 140

6969 - Grimsargh Green Football Pitch - City Deal 25

6969 - Grimsargh Green Football Pitch - Parish Council 5

6970 - Fishwick Road Recreation Ground - Play Area 31

6971 - Conway Park - Phase 1 Play Area Refurbishment 42

6972 - Ribbleton (Waverley) Park Lighting Improvements 0 27

6973 - Tanterton Green Play Area Refurbishment 48

6974 - Haslam Park Play Area Refurbishment - Lancashire Environmental Fund 0 30

7952 - City Centre Investment Fund - Community infrastructure - City Deal 0 53

7963 - Rapid Re-housing Pathway Funding - MHCLG 18

General Fund Total : 1,094 2,405 0 0 0
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Appendix H  

Risks

Key Areas of Financial Risk (Revenue)

In considering this updated forecast Members should be aware that there are still a number of significant risks which are set out below.  In assessing each risk the following 

has been taken into account:-

High Risk

• Potentially a significant sum

• A high probability of occurrence

• Relatively little mitigation available to spread or defer the impact

• Probable need for major change to the forecast if it materialises

Medium Risk

• Potentially a large sum with a medium probability of occurrence

• Some mitigation possible to spread or defer the impact

• Possible need for change to the forecast if it materialises

Low Risk

• Potentially a substantial sum, with a low probability of occurrence

• Some mitigation possible to spread or defer the impact

• Impact should be capable of being dealt with without major forecast changes
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Medium Term Financial Strategy Risks Level of Risk Risk Mitigation

Likelihood Impact Score

Impact of future Business Rates retention unknown for 2021/22 onwards Medium High

The Government has delayed the change in the Business Rates scheme until 2021/22. It is still unknown how the Business Rates scheme will 
operate from 2021/22 onwards. Although the Government has indicated that councils will be able to retain approximately 75% of their 
business rates income, additional responsibilities are being handed over to councils at the same time. Future detailed allocations and splits 
between two-tier authorities are still unknown. The outcome of the fair funding consultation carried out early in 2018 is the suggested basis 
of the baseline calculation. Until further information is known we are highlighting this as one of the most significant financial risks for the 
Council. 

Scenario analysis has been 
carried out on the financial 
forecast to evaluate the impact 
of future potential changes in 
business rate income. 

Business Rates 75% Pilot 2019/20 Medium Medium

The Council is part of the Lancashire 75% Business Rate retention pool pilot for 2019/20. All Lancashire authorities apart from Lancaster are 
members of the pilot pool. The main risk is that the Council has lost the protection of the 92.5% safety net however the pilot includes a 5% 
resilience reserve. The 75% Business Rates pilots will come to an end and there will be no new pilots for 2020/21.

The pilot bid includes provision 
for a 5% financial resilience 
reserve which offers protection 
against the Government’s 25% 
risk share 

Brexit Medium Medium

Judging the impact is currently very difficult however the Council will closely monitor developments ahead of the UK’s exit from the 
European Union.

The impact is unknown and is 
difficult to estimate.

Council Tax income – new housing build not in line with projections Medium High

The Council Tax income projections include increases based on housing projections. If the level of anticipated new housing build is less than 
expected Council Tax income projections may have to be reduced. 

New house building is closely 
monitored as part of the City 
Deal.

Impact on forecast from delays in implementing efficiency plan Medium High

The majority of savings included in the Four Year Efficiency Plan have already been achieved however if there are delays to the 
implementation of the remaining targets this could have a negative impact on the forecast.

Updates on the Efficiency Plan 
are reported to CMT and Budget 
Working Group.
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New Homes Bonus (NHB) Medium Medium

The Government have announced that there will be no legacy payments on New Homes Bonus allocations for 2020/21, but legacy payments 
on allocations made in earlier years will be honoured in 2020/21, however the scheme beyond 2020/21 is still being discussed. Any NHB due 
to the Council now transfers to the City Deal therefore any change to the current system will impact on the City Deal.  

Changes to NHB is closely 
monitored.

Pension Triennial Review Medium Medium

The Pension Fund Actuaries (Valuers) have issued figures for their next pension triennial review, covering the period 2020/21 to 2022/23. The 
figures show that the deficit on the fund has reduced, therefore the Council’s deficit recovery contribution has also reduced. However, pension 
costs continue to be a future risk for the Council. In addition the impact of the McCloud judgement is not factored into the triennial review as 
the full implications are still unknown.

An estimate for potential 
increased pension costs from 
this triennial review was 
included, this has now been 
released into the Forecast. 
Pension costs are closely 
monitored.

Council Tax Support Scheme Medium Medium

The Council agreed a Council Tax Support Scheme which applies a 20% deduction to the amount of Council Tax support payable to working 
age claimants. The Council reluctantly approved the Local Scheme which was cost neutral to the Council when introduced in 2013.  The scheme 
is in the seventh year and is currently in line with projections however the risks associated with the scheme remain:-
•  an increase in claimant numbers resulting in greater number of discounts being allowed and thus reducing Council Tax collected
• a reduction in Council Tax collection rates. 

The Council closely monitors 
Council Tax collection rates. 

Stock Transfer Issues Low High

There are still a number of residual financial risks associated with the Council Housing stock transfer mainly (i)The Disposals Clawback 
Agreement provides that the Community Gateway Association (CGA) has a full warranty for land transferred in respect of ground conditions 
and (ii) The Council provided (as standard practice) a 35 year Asbestos Warranty (which ends in 2040) based on the criteria that the first £4.2m 
of any expenditure would be met by the Community Gateway Association (CGA); the next £5.8m would be shared 50/50 between the CGA and 
the Council; and, any expenditure above £10m would be met fully by the Council.  An Asbestos Management Policy is in place and the cost to 
CGA to date is £3.6m. The Council is monitoring CGA’s progress with asbestos removal from their properties; to date the cost of removal does 
not give cause for concern.  Members should note the balance set aside in an earmarked capital reserve is currently £3.5m.   

These risks continue to be 
monitored

Preston Bus Pension Guarantee Low Medium
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Under the terms of the 1993 buyout agreement Preston City Council entered into an agreement to act as Pension Fund guarantor, in perpetuity, 
for former Council employees who transferred to Preston Bus (now owned by Rotala PLC).  Rotala agreed to take on the pension liabilities of 
Preston Bus and have been making pension contributions in line with the Actuaries requirements. 

GLL
Under the terms of the Leisure Transfer agreement with GLL, Preston City Council are the Pension Fund guarantor, in perpetuity, for former 
Council employees who transferred to GLL.

The Council continues to 
monitor the situation.

Universal Credit Medium Medium

The Government is consolidating a number of current welfare benefit allowances into a revised Universal Credit Scheme which went live in 
July 2018 in Preston.  One of these is Housing Benefits which is currently administered by the Council.  The new Universal Credit Scheme will 
be provided on-line and administered by Department of Work and Pensions with support required from the Council.  The scheme is being 
rolled out in stages and has had minimal impact on the Council’s operations to date.  

This is being monitored closely 
including seeking information on 
how the introduction of 
universal credit has impacted in 
those authorities where it was 
introduced earlier.

Pay Inflation Low Medium

The forecast includes an estimate for a 3% pay award for 2020/21 and 2% from 2021/22 onwards.  Any variation above this estimate will 
impact on the Council’s resources. The cost of an additional 1% increase is c£200k per annum.  This will be kept under review and the 
assumption in the forecast may need to be changed.  

The forecast includes an 
inflationary uplift in anticipation 
of the pay award.

Income Streams Medium Medium

Income streams in general continue to remain under considerable pressure.  Notable examples include income from car parking charges and 
market hall income. 

All income streams continue to 
be closely monitored within the 
budget monitoring to Budget 
holders, CMT and  Cabinet 
Members

Council Tax Administration Grant Medium Medium
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The Council currently receives a combined Housing and Council Tax Administration grant of approximately £0.7m per annum paid by the 
Department of Work & Pensions (DWP) and Ministry of Housing, Communities and Local Government (MHCLG).  This grant is reducing annually 
as part of the Government’s Welfare Reforms. 

Vehicle Fleet Medium High

The vehicle fleet requirements continue to be evaluated, linked to future service needs.  However a risk remains that current revenue 
provision may be insufficient to meet future long term requirements.

The Council has a 10 year 
vehicle replacement plan in 
place which monitors costs of 
vehicle replacements and if 
funds are sufficient.

Guild Hall High High

In June 2019 the Council forfeited the lease on the Guild Hall, the Council is currently evaluating its options, until this is finalised the Council 
will continue to be responsible for the operation/building.

The Council is seeking to 
minimise costs where possible.

KEY AREAS OF FINANCIAL RISK (CAPITAL)

The following risks are relevant in respect of the Capital Programme:

Capital Receipts Medium Medium

Capital receipts are a best estimate.  The actual sales are dependent on future market conditions and cannot be predicted with certainty.  
This results in an inherent risk in the forecast level of programmed resources particularly in the latter years of the Programme.

Updates on potential sale of 
assets is supplied by Property 
Services

Disabled Facilities Grant (DFG) Medium Low

From 2015/16 the budget became the responsibility of the Department of Health who incorporated the Disabled Facilities Grant (DFG) into a 
much larger pooled social care and health fund known as the Better Care Fund (BCF).  The DFG is paid to upper-tier authorities within their 
BCF allocation.  However, the statutory duty is on the Local Housing Authorities to provide DFG to those that qualify.  Currently Lancashire 
County Council has agreed to transfer the funding allocations to the Districts in line with grant received.  Any future reduction in DFG 
received by the Council will have a direct impact on the level of Capital Programme work that can be undertaken or would require additional 
resources from the Council.  

Updates are provided as part of 
the quarterly capital 
performance monitoring.

Market Quarter Redevelopment Financial Risk Medium Medium
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The New Market Hall opened in February 2018. Further works have been agreed to be carried out in 2020 in relation to new internal 
canopies. The demolition of the old market hall and market hall car park has now been completed. Close monitoring of these capital works 
continues

The Council closely monitors 
progress on capital schemes 

TREASURY MANAGEMENT RISKS Medium High

The main risks to the Medium Term Financial Strategy as a result of Treasury Management activity are:
• Unexpected movement in cash flow - income not received or delayed and/or unplanned payments made.
• Unexpected movement in interest rates – generated by changes made by the Bank of England.
• Difference between actual interest rates and rates used in the forecast – actual investment returns or borrowing costs may differ 
from the forecasts used to set budgets.
• Security of monies invested with counterparties – in the event of a collapse of a financial institution with whom the Council has 
invested funds e.g. Icelandic banks.

The Council has external 
treasury advisors.
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Appendix I

The Capital Strategy, including Prudential Indicators & Limits

Capital Strategy Report 2020/21   

1. Introduction
The capital strategy gives a high-level overview of how capital expenditure, capital financing and treasury 

management activity contribute to the provision of local public services along with an overview of how 

associated risk is managed and the implications for future financial sustainability. 

2. Capital Expenditure and Financing
Capital expenditure is where the Council spends money on assets, such as property or vehicles that will be used 

for more than one year. In local government this includes spending on assets owned by other bodies, and loans 

and grants to other bodies enabling them to buy assets. The Council has some limited discretion on what counts 

as capital expenditure, for example assets costing below £20,000 are not capitalised and are charged to revenue 

in year.

In 2020/21, the Council is planning capital expenditure of £11.8m summarised in Table 1.

Table 1 Prudential Indicator: Estimates of Capital Expenditure

Priority Area 2019/20 2020/21 2021/22 2022/23 2023/24 Total

£m £m £m £m £m £m

Your Council 0.9 4.4 3.4 3.3 0.8 12.8

Your City 5.4 3.5 2.6 3.6 5.1 20.2

Fairness for You 1.8 3.9 1.0 0.4 0.5 7.6

Estimated 
Expenditure

8.1 11.8 7.0 7.3 6.4 40.6

The table above highlights spend in relation to the Council’s key priorities

Governance: A strategic review of the Capital Programme including a review of the Council’s investment assets 

and operational assets is carried out annually. The reviews take into consideration works identified from stock 

condition surveys (over a 10 year time frame) and investments/capital expenditure as a result of the Efficiency 

Savings Plan. Bids are formulated based on the outcome of reviews and recommends projects for inclusion in 

the Council’s capital programme. Bids are collated by Finance who calculate the financing cost (which can be nil 

if the project is fully externally financed). The Budget Working Group consisting of Cabinet Members, 

backbenches and Corporate Management Team appraise all bids based on a comparison of service priorities 

against financing costs. The final capital programme is presented as part of the budget proposals to Cabinet and

Council each year.

 For full details of the Council’s capital programme see Appendix G

All capital expenditure must be financed, either from external sources (government grants and other 

contributions), the Council’s own resources (revenue, reserves and capital receipts) or debt (borrowing or 

leasing). The planned financing of the expenditure in Table 1 is as follows:
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Table 2 Capital financing 

Prudential Borrowing is only a temporary source of finance, since loans and leases must be repaid, and this is 

therefore replaced over time by other financing, usually from revenue which is known as Minimum Revenue 

Provision (MRP).  Planned MRP repayments are as follows.

Table 3 Replacement of Debt Finance 

 The Council’s Minimum Revenue Provision statement is available in Appendix L.

The Council’s cumulative outstanding amount of debt finance is measured by the capital financing requirement 

(CFR). This increases with new debt-financed capital expenditure and reduces with MRP and capital receipts. The 

CFR is expected to increase by £0.1m during 2020/21. Based on the above figures for expenditure and financing, 

the Council’s estimated CFR is as follows:

£4.8m
£5.8m

£2.6m £3.5m
£5.6m

£0.4m

£0.8m

£0.2m
£0.5m

£0.3m
£3.3m

£5.0m

£3.5m

£3.8m £0.6m

2019/2020 ESTIMATE 
£8.5M

2020/2021 ESTIMATE 
£11.6M

2021/2022 ESTIMATE 
£6.3M

2022/2023 ESTIMATE 
£7.8M

2023/2024 ESTIMATE 
£6.5M

Planned Financing of Capital Expenditure £m

External Resources Own Resources Prudential Borrowing

£0.8m £0.9m
£1.2m

£1.7m

£2.0m

MINIMUM REVENUE PROVISION £M

Planned MRP Repayments £m

2019/20 2020/21 2021/22 2022/23 2023/24
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Table 4: Prudential Indicator Estimates of Capital Financing Requirement

Asset management: To ensure that capital assets continue to be of long-term use, the Council has an asset 

management strategy. This is currently being updated following the external review undertaken by specialist 

property advisors Cushman and Wakefield.  The review looked at the Councils investment property portfolio and 

performance of the Property Services section. An action plan setting out recommendations has been agreed by 

Members and work is underway to implement all actions. Part of the initial brief was to investigate opportunities 

to dispose of property assets for development, and explore other opportunities to maximise the return on the 

investment property portfolio income or increase financial receipts.  Property advisors have been procured to 

investigate these opportunities and a report setting out the future investment strategy will be brought to 

Members later in the year.

Asset disposals: When a capital asset is no longer needed, it may be sold so that the proceeds, known as capital 

receipts, can be spent on new assets or to repay debt.  The Council is currently also permitted to spend capital 

receipts on service transformation projects until 2022/23. The Council estimates it will receive £0.6m of capital 

receipts in the coming financial year as follows:

Table 5: Capital Receipts

2019/20 
Estimate

2020/21 
Estimate

2021/22 
Estimate

2022/23 
Estimate

2023/24
Estimate

Total 
Estimate

£m £m £m £m £m £m

Asset sales

Right to Buy Receipts 0.2 0.1 0.1 0.1 0.1 0.6

TOTAL 0.2 0.1 0.1 0.1 0.1 0.6

 Further details of planned asset disposals are included within the capital programme in Appendix G

 The Council has formally agreed to the flexible use of capital receipts however there are no specific plans 

to use capital receipts to fund the efficiency plan revenue expenditure during 2020/21. 

22.1

26.4
28.9
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£
m

TOTAL CFR
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 The Council is developing a new policy to set aside capital receipts received from the sale of land and 

investment property for re-investment within the investment property portfolio. This policy once 

developed will be approved by the Council’s Cabinet. 

3. Treasury Management
Treasury management is concerned with keeping sufficient but not excessive cash available to meet the Council’s 

spending needs, while managing the risks involved. Surplus cash is invested until required, while a shortage of 

cash will be met by borrowing, to avoid excessive credit balances or overdrafts in the bank current account. 

 Borrowing strategy: The Council’s main objectives when borrowing are to achieve a low but certain cost 

of finance while retaining flexibility should plans change in future. Due to decisions taken in the past, 

the Council currently has £12.3m borrowing at an average interest rate of 4.8%

 Projected levels of the Council’s total outstanding debt are shown below, compared with the capital 

financing requirement.

Table 6: Prudential Indicator Gross Debt and the Capital Financing Requirement

Statutory guidance is that debt should remain below the capital financing requirement, except in the short-term. 

As can be seen from table 6, the Council expects to comply with this in the medium term. 

Affordable borrowing limit: The Council is legally obliged to set an affordable borrowing limit (also termed the 

authorised limit for external debt) each year. In line with statutory guidance, a lower “operational boundary” is 

also set as a warning level should debt approach the limit.

£12.3m £12.3m £12.3m £12.3m £12.3m

£22.1m

£26.4m
£28.9m £30.6m £29.2m

0
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20
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30

35

31.3.2020 Estimate 31.3.2021 Estimate 31.3.2022 Estimate 31.3.2023 Estimate 31.3.2024 Estimate

£
m

Projected levels of the Council’s total outstanding debt compared 
with the capital financing requirement

Long Term Borrowing already taken Capital Financing Requirement
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Table 7: Prudential Indicators: Authorised limit and Operational Boundary for External Debt

Further details on borrowing are in the treasury management strategy (Appendix J)

Investment strategy: Treasury investments arise from receiving cash before it is paid out again. Investments 

made for service reasons or for pure financial gain are not generally considered to be part of treasury 

management. 

The Council’s policy on treasury investments is to prioritise security and liquidity over yield.  That is to focus on 

minimising risk rather than maximising returns. Cash that is likely to be spent in the near term is invested 

securely, for example with the government, other local authorities or selected high-quality banks, to minimise 

the risk of loss. Money that will be held for longer terms is invested more widely, including in bonds, shares and 

property, to balance the risk of loss against the risk of receiving returns below inflation. Both near-term and 

longer-term investments may be held in pooled funds, where an external fund manager makes decisions on 

which particular investments to buy and the Council may request its money back at short notice.

Table 8: Treasury Management Investments  

Further details on treasury investments are in the Treasury Management Strategy (see Appendix J).

Governance: Decisions on treasury management investment and borrowing are made daily and are therefore 

delegated to the Section 151 Officer (City Treasurer) who must act in line with the treasury management strategy 

£22.3m £22.3m £22.3m £22.3m £22.3m 

£14.3m £14.3m £14.3m £14.3m £14.3m 

2019/20 limit 2020/21 limit 2021/22 limit 2022/23 limit 2023/24 limit

Authorised limit – total external debt Operational boundary – total external debt

-10.0

-5.0

0.0

5.0

10.0

15.0

20.0

25.0

30.0

31.03.20 31.03.21 31.03.22 31.03.23 31.03.24

£
m

Projected levels of the Council's Short-Term and Longer Term Investments

Short-Term investments Longer-Term investments
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approved by Council.  Quarterly reports on treasury management activity are presented to the Cabinet Member 

for Resources and Performance. The Audit Committee is responsible for scrutinising treasury management 

decisions.

4. Investments for Service Purposes

The Council has an agreed Investment Fund designed to aid unlocking wider economic growth in Preston through 

small capital projects. The fund is small £500k but, is an important boost for local Community Interest Companies 

or Charitable Trusts in a difficult economic market. In light of the public service objective, the Council is willing 

to take more risk than with treasury investments, however the maximum exposure to the Council from non-

payment would be limited to £500k with a maximum exposure to any one organisation of £150k however it still 

plans for such investments to breakeven / generate a profit after all costs. Currently there are no approved 

allocations/loans from this fund.

The Council is currently undertaking business appraisal options for a potential investment into a Community 

Bank project and has included £1m within the Capital Programme in 2020/2021. The outcome of the options 

appraisal will be considered and will require approval by full Council.

Governance: Decisions on service investments are made by the relevant service manager in consultation with 

the City Treasurer and must meet the criteria and limits laid down in the investment fund strategy. Most loans 

and shares are capital expenditure and purchases will therefore also be approved as part of the capital 

programme.

5. Commercial Activities

With central government financial support for local public services declining, the Council invests in commercial 

property mainly for the aim of regeneration of the Preston Area whilst seeking to achieve financial gain in order 

to produce a balanced overall financial budget and to minimise the charges to Council Tax payers. The 

commercial investments are currently valued at £39.3m providing a net return after all costs of 5.73%.

With regeneration and financial return being the main objective, the Council accepts higher risk on commercial 

investment than with treasury investments. The principal risk exposures include increased vacancies and 

potential fall in capital values. These risks are managed by the Property Services team monitoring and actively 

seeking to lease vacant premises and effective monitoring of performance of investment portfolio including 

reports to the Cabinet Member for Resources and Performance. The Cushman & Wakefield report identified an 

Action Plan that is currently in the process of being adopted. This action plan sets a direction of travel towards a 

more commercial approach in the Council’s asset management incorporating holding fewer, higher return 

assets; the reuse of capital receipts from asset disposals for future investment; identifying opportunities to grow 

the portfolio through investments in the Preston area and diversification of the portfolio to achieve performance 

and reduce risk. A programme of works was developed which to-date has included a review of the managed 

workshops, carrying out rent reviews and identifying surplus areas of land and freeholds to maximise the rental 

returns and achieve future capital receipts. Further portfolio update reports will be presented to Cabinet during 

2020/21.  

Governance: Decisions relating to capital expenditure for all purposes, including for the acquisition of property 

assets, are made in accordance with the Financial Regulations of the Council, this requiring the approval of Full 
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Council/Cabinet or Cabinet Member for Resources and Performance as appropriate. Property and most other 

commercial investments are also capital expenditure and purchases will therefore also be approved as part of 

the capital programme.

 Further details on commercial investments and limits on their use are in the Investment Strategy (see 

Appendix K)

6. Liabilities

In addition to debt of £12.3m detailed above, the Council is committed to making future payments to cover its 

pension fund deficit (valued at £88m at 31st March 2019). It has also set aside £5m (as at 31st March 2019) in a 

Business Rates Appeal Provision to cover risks arising from the costs of Business Rates appeals as a consequence 

of the transference of such risks under the localisation of business rates arrangements introduced in 2013.

Provisions are made where an event has taken place that gives the Council a legal or constructive obligation that 

probably requires settlement by a transfer of economic benefits or service potential, and a reliable estimate can 

be made of the amount of the obligation.

The Council also faces a number of contingent liabilities for which it has not set aside a specific sum. A contingent 

liability arises where an event has taken place that gives the Council a possible obligation whose existence will 

only be confirmed by the occurrence or otherwise of uncertain future events not wholly within the control of 

the Council. Contingent liabilities also arise in circumstances where a provision would otherwise be made but 

either it is not probable that an outflow of resources will be required or the amount of the obligation cannot be 

measured reliably.

Governance: Decisions on incurring new discretional liabilities are taken in consultation with the Section 151 

Officer (City Treasurer). Further details on liabilities and guarantees are on pages 85 to 86 of the 2018/19 

statement of accounts see Statement of accounts - Preston City Council.

Revenue Budget Implications

Although capital expenditure is not charged directly to the revenue budget, interest payable on loans and MRP 

are charged to revenue, offset by any investment income receivable. The net annual charge is known as financing 

costs; this is compared to the net revenue stream i.e. the amount funded from Council Tax, business rates and 

general government grants.

Table 9: Prudential Indicator: Proportion of Financing Costs to Net Revenue Stream 

2019/20 

budget

2020/21 

budget

2021/22 

budget

2022/23 

budget 

Financing costs (£m) 0.9 1.3 1.7 2.1

Proportion of net revenue 

stream
4.8% 6.6% 8.0% 10.1%

https://www.preston.gov.uk/article/1314/Statement-of-accounts
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 Further details on the revenue implications of capital expenditure are included within the Capital 

Programme Appendix G.

Sustainability: Due to the very long-term nature of capital expenditure and financing, the revenue budget 

implications of expenditure incurred in the next few years may extend for up to 50 years into the future. The 

City Treasurer is satisfied that the proposed capital programme is prudent, affordable and sustainable.

7. Knowledge and Skills
The Council employs professionally qualified and experienced staff in senior positions with responsibility for 

making capital expenditure, borrowing and investment decisions. For example, the City Treasurer is a qualified 

accountant with over 30 years’ of Local Government experience. The Council pays for accountancy staff to study 

towards relevant professional accountancy qualifications and the staff within the treasury team, whom are all 

qualified accountants, attend treasury seminars and workshops provided by CIPFA and other external service 

providers.  Training is provided to Councillors as part of the financial management training delivered by the 

Section 151 Officer and more detailed treasury management training to Councillors on the Audit Committee by 

treasury management advisors Arlingclose Limited.

The Council appoints external advisors and consultants that are specialists in their field. The Council currently 

employs Arlingclose Limited as treasury management advisors, Cushman & Wakefield as property consultants, 

Jonas Lang LeSalle (JLL) as property consultants on a major City development scheme. This approach is more 

cost effective than employing such staff directly, and ensures that the Council has access to knowledge and skills 

commensurate with its risk appetite. 
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Appendix J

Treasury Management Strategy, including the borrowing strategy

Treasury Management Strategy 2020/21

1. Introduction

Treasury management is the management of the Council’s cash flows, borrowing and investments, and the 

associated risks. The Council has borrowed and invested substantial sums of money and is therefore exposed to 

financial risks including the loss of invested funds and the revenue effect of changing interest rates.  The 

successful identification, monitoring and control of financial risk are therefore central to the Council’s prudent 

financial management. 

Treasury risk management at the Council is conducted within the framework of the Chartered Institute of Public 

Finance and Accountancy’s Treasury Management in the Public Services: Code of Practice 2017 Edition (the 

CIPFA Code) which requires the Council to approve a treasury management strategy before the start of each 

financial year. This report fulfils the Council’s legal obligation under the Local Government Act 2003 to have 

regard to the CIPFA Code.

Investments held for service purposes or for commercial profit are considered in a different report, the 

Investment Strategy (see Appendix K). 

This treasury strategy excludes the impact of the regeneration of the Harris Quarter Leisure Scheme until such 

time as the negotiations have been concluded.  However, the current investment strategy is to seek to ensure 

sufficient liquidity so that longer term investment balances are available to fund the scheme if required.

2. Economic background

The global economy is entering a period of slower growth in response to political issues, primarily the trade 

policy stance of the US.  The UK economy has displayed a marked slowdown in growth due to both Brexit 

uncertainty and the downturn in global activity.  

Inflation is running below target at 1.4%.  Slower global growth should reduce the prospect of externally driven 

inflation pressures although political turmoil could push up oil prices.

Interest rate forecast: the forecast for the Bank Rate is 0.75% for the foreseeable future (see Table 1).  

Investment yields remain low due to the UK and global economic outlooks.

Table 1 Arlingclose Interest Rate Forecast

Quarter 

Ending

Bank 

Rate

%

Investment Rates Borrowing Rates

3 month 

%

1 year

%

5 year

%

20 year

%

50 year

%

Mar 2020 0.75 0.75 0.85 2.30 3.00 3.00
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Jun 2020 0.75 0.75 0.85 2.30 3.05 3.05

Sep 2020 0.75 0.75 0.85 2.35 3.05 3.05

Dec 2020 0.75 0.75 0.85 2.40 3.05 3.05

Mar 2021 0.75 0.75 0.85 2.40 3.10 3.10

Jun 2021 0.75 0.75 0.85 2.40 3.10 3.10

Sep 2021 0.75 0.75 0.85 2.40 3.10 3.10

Dec 2021 0.75 0.75 0.85 2.40 3.15 3.15

Mar 2022 0.75 0.75 0.85 2.40 3.15 3.15

Jun 2022 0.75 0.75 0.85 2.40 3.15 3.15

Sep 2022 0.75 0.75 0.85 2.40 3.20 3.20

Dec 2022 0.75 0.75 0.85 2.40 3.20 3.20

3. Treasury Balances Forecast

On 31st December 2019, the Council held £12.3m of borrowing and £52.3m of investments. This is set out in 

further detail in Table 2. 

Table 2 – Existing Investment & Debt Portfolio Position at 31.12.19

31.12.19

Actual Portfolio

£m

External Borrowing: 

Public Works Loan Board

Bank Loans

Total External Borrowing

1.9

10.4

12.3

Treasury investments:

Short Term

Banks (unsecured)

Local Authorities

Money Market Funds

Treasury Bills

Long Term

Other pooled funds

4.0

11.0

9.8

4.0
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- Cash Funds

- Bond Funds

20.0

3.5

Total Treasury Investments 52.3

Net Borrowing / (Lending) (40.0)

Forecast changes in these sums are shown in the balance sheet analysis in Table 3.

Table 3 Treasury Balances Forecast

31.03.20

Forecast 

£m

31.03.21

Forecast

£m

31.03.22

Forecast

£m

31.03.23

Forecast

£m

Notes

Capital Financing 

Requirement (CFR)
22.1 26.4 28.9 30.6 1

Less: Long Term Borrowing 

already taken
(12.3) (12.3) (12.3) (12.3) 2

Cumulative Borrowing 

Requirement
9.8 14.1 16.6 18.3 3

Usable Reserves and 

Provisions at 31st March
42.4 39.5 37.9 35.8 4

Working Capital 14.6 (3.4) 5.0 4.0 5

Less: Internal Borrowing (9.8) (14.1) (16.6) (18.3) 6

Cash available for 

Investment
47.2 22.0 26.3 21.5 7

Notes to Table 3

1. The CFR is the amount the Council needs to borrow for a capital purpose.   The CFR increases when 

Prudential Borrowing is used to finance the capital programme.  The Council’s capital expenditure plans 

are the key driver of treasury management activity and are summarised in the Capital Strategy Report.  

2.  This is the amount of debt that the Council has already borrowed.  

3.  This is the cumulative amount of new borrowing that is required to finance the Capital Programme.  The 

timing of new borrowing will be determined by the profile of capital expenditure and the availability of 

Internal Borrowing (Note 7).

4. This line represents the amount of usable reserves, balances and provisions which are available as cash. 

The forecast changes to the amount of usable reserves and provisions are determined by the drawdown 

of reserves, balances and provisions as estimated in the Financial Forecast Update 2019/20 to 2023/24 

and the Capital Programme.
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5. Working Capital is a temporary surplus in day to day cash.  The current balance represents an estimate 

of cash held at 31st March 2020 pending the outcome of NNDR appeals and cash held on behalf of the 

Collection Fund (being Preston City Council, the County Council, the Police Authority and the Fire 

Authority). The working capital balance is forecast to reduce in 2020/21 as the Council prepays £8.4m 

future pension contributions to generate revenue savings.

6. Internal Borrowing occurs when the Council uses its own cash resources to finance capital expenditure 

rather than new external borrowing.  This is a prudent approach when investment returns are low.  The 

amounts shown are the cumulative amount of borrowing required for each year.  Over the life of this 

forecast, the total amount of internal borrowing is £18.3m. 

7.  This is the forecast amount of cash available for investment after allowing for the funding of Internal 

Borrowing.

The underlying need to borrow for capital purposes is measured by the Capital Financing Requirement (CFR), 

while usable reserves and working capital are the underlying resources available for investment.  The Council’s 

current strategy is to maintain borrowing and investments below their underlying levels, sometimes known as 

internal borrowing. 

The Council has an increasing CFR due to the capital programme.  The cash available for investing reduces as 

reserves are drawn down, working capital is depleted and internal borrowing is used to fund the Capital 

Programme.

CIPFA’s Prudential Code for Capital Finance in Local Authorities recommends that the Council’s total debt should 

be lower than its highest forecast CFR over the next three years.  Table 3 shows that the Council expects to 

comply with this recommendation during 2020/21. 

The budget for investment income in 2020/21 is £0.35m at an average interest rate of 1% and the budget for 

debt interest paid in 2020/21 is £0.63m based on an average debt portfolio of £12.3m at an average interest 

rate of 4.8%.  If actual levels of investments and borrowing, or actual interest rates, differ from those forecast, 

performance against budget will be correspondingly different. 

4. Borrowing Strategy

The Council currently holds £12.3m of loans as part of its strategy for funding previous years’ capital 

programmes. The Treasury Balances Forecast in Table 3 shows that the Council does not expect to need to 

borrow in 2020/21.  The Council may however borrow to pre-fund future years’ requirements, providing this 

does not exceed the authorised limit for borrowing of £22.3m.

Objectives: The Council’s chief objective when borrowing money is to strike an appropriately low risk balance 

between securing low interest costs and achieving certainty of those costs over the period for which funds are 

required.  The flexibility to renegotiate loans in the event that the Council’s long-term plans change is a 

secondary objective.

Strategy: Given the significant cuts to public expenditure and in particular to local government funding, the 

Council’s borrowing strategy continues to address the key issue of affordability. With short-term interest rates 

currently much lower than long-term rates, it is likely to be more cost effective in the short-term to either use 

internal resources, or to borrow short-term loans instead.  
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By doing so, the Council is able to reduce borrowing costs and reduce overall treasury risk. The benefits of 

internal borrowing will be monitored regularly and this strategy will be reviewed if the outlook for borrowing 

rates indicates a significant risk of a rise in borrowing rates, with the outcome that external loans may be taken 

whilst borrowing rates are relatively cheap.  The Council may borrow short-term to cover unexpected cash flow 

movements.

The Council has previously raised some of its long-term borrowing from the PWLB but the Government increased 

PWLB rates by 1% in October 2019 making it now a relatively expensive option.  If the Council decides to borrow 

externally it will now look to borrow any long-term loans from other sources including banks, pensions and local 

authorities and will consider the possibility of issuing bonds and similar instruments in order to lower interest 

costs.

The Council is legally obliged to set an affordable borrowing limit (also termed the authorised limit for external 

debt) each year. In line with statutory guidance, a lower “operational boundary” is also set as a warning level 

should debt approach the limit.

Table 4  Prudential Indicators: Authorised limit and Operational Boundary for External Debt 

2019/20 

Limit

£m

2020/21 

Limit

£m

2021/22 

Limit

£m

2022/23 

Limit

£m

Authorised Limit – maximum external 

debt

22.3 22.3 22.3 22.3

Operational Boundary – total 

external debt

14.3 14.3 14.3 14.3

Sources of borrowing: The approved sources of long-term and short-term borrowing are:

• Public Works Loan Board (PWLB) and any successor body

• Any institution approved for investments (see below)

• Any other bank or building society authorised to operate in the UK

• Any other UK public sector body

• UK public and private sector pension funds (except Lancashire County Pension Fund as it is the Council’s 

own pension fund)

• Capital market bond investors

• UK Municipal Bonds Agency plc and other special purpose companies created to enable local authority 

bond issues
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Other sources of debt finance: In addition, capital finance may be raised by the following methods that are not 

borrowing, but may be classed as debt liabilities:

• Leasing

• Hire purchase

• Sale and leaseback and similar arrangements

All decisions on borrowing will be reported to the Cabinet Member for Resources and Performance in the 

Quarterly Treasury Management Report.

5. Investment Strategy

The Council holds significant invested funds, representing income received in advance of expenditure, monies 

held on behalf of the Collection Fund (Lancashire County Council, the Police and Crime Commissioner for 

Lancashire and Lancashire Combined Fire Authority) plus reserves and balances. 

Objectives: The CIPFA Code requires the Council to invest its funds prudently, and to have regard to the security 

and liquidity of its investments before seeking the highest rate of return, or yield. The Council’s objective when 

investing money is to strike an appropriate balance between risk and return, minimising the risk of incurring 

losses from defaults and the risk of receiving unsuitably low investment income. 

Strategy: Whilst the Council explores the regeneration strategy for the Harris Quarter, the Council will continue 

to adopt a prudent approach to investment management to ensure that cash balances are readily available to 

fund the Harris Quarter Leisure scheme.

Approved counterparties: The Council may invest its surplus funds with any of the counterparty types in Table 

5 below, subject to the cash limits (per counterparty) and the time limits shown.

Table 5: Approved investment counterparties and limits

Investment Type / Minimum Credit 

Rating (Note 1)

Banks Unsecured 

(Note 2)

Banks Secured 

(Note 3)

Government

(Note 4)

UK Government n/a n/a £ Unlimited

5 years

National Governments Rated A- n/a n/a £3m each for 

5 years

UK Treasury Bills n/a n/a £13m in Total for 

6 months

UK Local Authorities n/a n/a £5m each for 

1 year 
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This table must be read in conjunction with the notes below.

Notes to Table 5

1.  Credit rating: Investment limits are set by reference to the lowest published long-term credit rating from 

a selection of external rating agencies. However, investment decisions are never made solely based on 

credit ratings, and all other relevant factors including external advice will be taken into account.

2.  Banks unsecured: Includes accounts, deposits, certificates of deposit and unsecured bonds with banks 

and building societies. These investments are subject to the risk of credit loss via a bail-in should the 

regulator determine that the bank is failing or likely to fail. See below for arrangements relating to 

operational bank accounts.

3. Banks secured: Includes covered bonds, reverse repurchase agreements and other collateralised 

arrangements with banks and building societies. These investments are secured on the bank’s assets, 

which limits the potential losses in the unlikely event of insolvency, and means that they are exempt 

from bail-in. Where there is no investment specific credit rating, but the collateral upon which the 

investment is secured has a credit rating, the higher of the collateral credit rating and the counterparty 

credit rating will be used to determine cash and time limits.

4. Government: Includes loans, bonds and bills issued or guaranteed by national governments, regional 

and local authorities and multilateral development banks. These investments are not subject to bail-in, 

and there is generally a lower risk of insolvency. Investments with the UK Central Government may be 

made in unlimited amounts as a contingency in the event of a financial crisis. 

5.  Building Societies: The Building Societies regulatory framework and insolvency regime means that in the 

unlikely event of a Building Society liquidation, the Council’s deposits would be paid out in preference 

to retail depositors.  Most Building Societies do not have a credit rating, therefore, a credit analysis will 

be undertaken by Treasury Advisor’s Arlingclose which will determine a preferred list of Building 

Societies with whom to invest.

6.  Pooled Funds: These Funds are shares in diversified investment vehicles which invest in any of the 

investment types above (Notes 2 to 4), plus equity shares and property.  These funds provide wide 

diversification, together with the services of a professional Fund Manager.  The Money Market Funds 

Investment Rated A-
£2m each for 6 

months

£4m each for 1 year
n/a

UK Unrated Building Societies (Note 5) £1m each (maximum of £2m) for 3 months

Money Market Funds (Note 6) £2m per Fund (£20m in Total)

Cash Plus Funds (Note 6) £6m per Fund (£20m in Total)

Bond Funds (Note 6) £5m in Total

Multi Asset Funds (Note 7) £5m per Fund (£10m in Total)

Property Funds and Real Estate 

Investment Trusts (Note 7)
£5m in Total

Registered Providers (Preston area) 

(Note 8)
£5m in Total for 5 years 

Any other organisation (Note 9) £100k each for 5 years
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offer same-day liquidity and very low volatility and are used as an alternative to instant access bank 

accounts.  The Cash Plus and Bond Funds may be used for investments for a longer period and the value 

of these investments may change in line with market prices but offer enhanced returns over the longer 

term.  These funds have no defined maturity date but are available for withdrawal after a short notice 

period.

7.  Multi-Asset and Property Funds: Multi-Asset funds are similar to the funds outlined in Note 6 and invest 

in a combination of cash, bonds, equity and property to diversify risk and enhance return.  These funds 

will only be introduced and used following a review of the risks and rewards which would be first 

reported to the Cabinet Member of Resources and Performance.  Property funds offer enhanced returns 

over the longer term, but are more volatile in the short term.  These allow the Council to diversify into 

asset classes other than cash without the need to own and manage the underlying investments. These 

funds have no defined maturity date, but are more suitable to a minimum investment period of at least 

three to five years.  As with property funds, Real Estate Investment Trusts offer enhanced returns over 

the longer term but are more volatile in terms of share price and the underlying value of the property.

8.  Registered providers: These are longer term loans or bonds that are secured or guaranteed on the assets 

of Registered Providers of Social Housing.  These bodies are highly regulated by the Homes and 

Communities Agency and are likely to receive Government support if needed.

9.  Other organisation: This is subject to an external credit assessment and specific advice from the 

Council’s treasury management adviser.

10.  Foreign Countries: Investments with institutions domiciled in foreign countries rated AA+ or higher will 

be limited to £2m per foreign country.  This limit does not apply to Pooled Funds as these funds spread 

their investments over many countries in order to reduce risk.

11. Operational bank accounts: The Council’s own bank account which is used for all of the Council’s 

operational activities will have a minimum credit rating of BBB- and assets greater than £25 billion.  The 

Bank of England has stated that in the event of failure, banks with assets greater than £25 billion are 

more likely to be bailed-in than made insolvent, increasing the chance of the Council maintaining 

operational continuity.  The balances in the Council’s own bank account will ideally be kept below £1m.  

Due to cash flow fluctuations this limit may be exceeded on occasion and if the limit is exceeded for 

more than three working days the Section 151 Officer will review.

12. Risk assessment and credit ratings: Credit ratings are obtained and monitored by the Council’s treasury 

advisers, who will notify changes in ratings as they occur.  Where a credit rating agency announces that 

a counterparty of the Council is on review for a possible credit rating downgrade (so that it may fall 

below the approved rating criteria), then only investments that can be withdrawn on the next working 

day will be made until the outcome of the review is announced.  This policy will not apply to credit rating 

‘negative outlooks’ which indicate a long-term trend rather than an imminent change of credit rating.

13. Other information on the security of investments: Credit ratings are not the only predictors of 

investment default.  Other information is also used to assess the credit quality of counterparties.  This 

information includes credit default swap prices, financial statements, potential Government support and 

reports in the financial press.  This information is analysed by the Council’s treasury advisors and no 

investments will be made with an organisation if there are doubts about its credit quality, even though 

it may meet the credit rating criteria.

When deteriorating financial market conditions affect the creditworthiness of all organisations, as happened in 

2008 and 2011, this is not generally reflected in credit ratings, but can be seen in other market measures. In 

these circumstances, the Council will restrict its investments to those organisations of higher credit quality and 
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reduce the maximum duration of its investments to maintain the required level of security.  The extent of these 

restrictions will be in line with prevailing financial market conditions. If these restrictions mean that insufficient 

commercial organisations of high credit quality are available to invest the Council’s cash balances, then the 

surplus will be deposited with the UK Government via the Debt Management Office or invested in Government 

treasury bills for example, or with other local authorities.  This will cause a reduction in the level of investment 

income earned, but will protect the principal sum invested.

14.  Liquidity management: The Council uses a detailed daily cash flow forecast to determine the maximum 

period for which funds may prudently be committed.  The forecast is compiled on a prudent basis to minimise 

the risk of the Council being forced to borrow on unfavourable terms to meet its financial commitments. Limits 

on long-term investments are set by reference to the Council’s medium-term financial plan and cash flow 

forecast.

6. Treasury Management Indicators

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

Maturity structure of borrowing: This indicator is set to control the Council’s exposure to refinancing risk. The 

upper and lower limits on the maturity structure of borrowing will be:

Table 6  Maturity Structure of Debt

Lower Limit Upper Limit

Under 12 months 0% 40%

12 months to 2 years 0% 50%

2 years to 5 years 0% 50%

5 years to 10 years 0% 60%

10 years and above 0% 100%

No lower limit is set in order to allow flexibility when managing the debt portfolio in the current economic 

conditions.  

Table 7  Limits for Investments over 364 Days

Principal sums invested for periods longer than a year: This limit is set to ensure adequate liquidity of 
investments and is the maximum amount of funds the Council will invest longer term.

2020/21 2021/22 2022/23

Limit for investments over 364 days £8.3m £8.3m £8.3m
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 Security – the exposure to credit risk is monitored by measuring the average credit rating of its investment 
portfolio with a target rating of A-.

 Liquidity – the Council will manage its cashflow so as not to go overdrawn.  

 Yield – the benchmark for returns on investments is the 7 day LIBID (London InterBank Bid Rate).  Actual 
investment returns are monitored against budget.

There are a number of additional items that the Council is obliged to include in the Treasury Management 

Strategy.  These are:

 Policy on use of financial derivatives – the Council will only use financial derivatives (such as swaps, 
forwards, futures and options) where it can be clearly demonstrated to reduce the level of financial risks 
that the Council is exposed to.  Embedded derivatives, including those present in pooled funds and 
forward starting transactions, will not be subject to this policy, although the risks they present will be 
managed in line with the overall treasury risk management strategy. In line with the CIPFA Code, the 
Council will seek external advice and will consider that advice before entering into financial derivatives to 
ensure that it fully understands the implications.

Other Options Considered

The CIPFA Code does not prescribe any particular treasury management strategy for local authorities to adopt. 

The Section 151 Officer, having consulted the Cabinet Member for Resources and Performance, believes that 

the above strategy represents an appropriate balance between risk management and cost effectiveness.  Some 

alternative strategies, with their financial and risk management implications, are listed below.

Alternative Impact on income and 
expenditure

Impact on risk management

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

Interest income will be lower Lower chance of losses from 
credit related defaults, but any 
such losses may be greater

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

Interest income will be higher Increased risk of losses from 
defaults and reduced liquidity

Borrow additional sums at long-
term fixed interest rates

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

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

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

Debt interest costs will initially 
be lower

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

Reduce level of borrowing Penalties for repaying debt 
early will significantly impact on 
Revenue budgets

Long-term interest costs may 
be less certain
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Appendix K

The Investment Strategy, including investment indicators

Investment Strategy Report 2020/21

1. Introduction

The Council invests its money for three broad purposes:

 because it has surplus cash as a result of its day-to-day activities, for example when income is received 

in advance of expenditure (known as treasury management investments),

 to support local public services by lending to or buying shares in other organisations (service 

investments), and

 to earn investment income (known as commercial investments where this is the main purpose).

This investment strategy for 2020/21 meets the requirements of statutory guidance issued by the Government 

in January 2018 and focuses on the second and third of these categories. 

Treasury Management Investments 

The Council typically receives its income in cash (e.g. from taxes and grants) before it pays for its expenditure in 

cash (e.g. through payroll and invoices). It also holds reserves for future expenditure and collects local taxes on 

behalf of other local authorities and central Government. These activities, plus the timing of borrowing decisions, 

lead to a cash surplus which is invested in accordance with guidance from the Chartered Institute of Public 

Finance and Accountancy. 

The contribution that these investments make to the objectives of the Council is to support effective treasury 

management activities. 

Full details of the Council’s policies and its plan for 2020/21 for treasury management investments are covered 

in the treasury management strategy (see Appendix J).

2. Commercial Investments

The MHCLG defines property to be an investment if it is held primarily or partially to generate a profit.

The Council does not currently hold or plan to hold any loans to or shares in other organisations that will provide 

a commercial investment return.

The Council invests in land and property within its boundary with the intention of facilitating economic 

development and regeneration. These investment assets provide a financial return that produces a profit that is 

spent on local public services.  The property portfolio in recent years has been subject to an external review by 

property consultants Cushman & Wakefield to optimise the return achieved and develop an action plan for 

developing a strategy for the disposal and acquisition of assets to continue to achieve financial returns. 
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Table 1: Property held for investment purposes in £ millions

In accordance with Government guidance, the Council considers a property investment to be secure if its 

accounting valuation is at or higher than its purchase cost including taxes and transaction costs. 

A fair value assessment of the Council’s investment property portfolio has been made within the past twelve 

months, and the underlying assets provide security for capital investment. Should the 2019/20 year end accounts 

preparation and audit process value these properties below their purchase cost, then an updated investment 

strategy will be presented to full Council detailing the impact of the loss on the security of investments and any 

revenue consequences arising therefrom.

The Council assesses the risk of loss before entering into and whilst holding property investments by completing 

due diligence including full business cases and the use of expert external advisors, where necessary. 

Compared with other investment types, property is relatively difficult to sell and convert to cash (liquidity) at 

short notice, and can take a considerable period to sell in certain market conditions. The review undertaken by 

Cushman & Wakefield property consultants has examined and proposed a plan to maximise asset returns 

through a structured disposal plan to generate funds that may be re-invested in future investment opportunities. 

3. Proportionality

The Council aims to achieve profit generating investment activity to achieve a balanced revenue budget. Table 

2 below shows the extent to which the expenditure planned to meet the service delivery objectives and/or place 

making role of the Council is dependent on achieving the expected net profit from investments over the lifecycle 

of the Medium Term Financial Plan. Should it fail to achieve the expected net profit, the Council has a 

contingency plan of efficiency savings which it can call upon to continue providing the Council’s services.  

Actual 31.3.2018

Purchase 

cost

Value in 

accounts

Value in 

accounts

Cumulative 

Gains / 

(losses) 

expected Gains 

or (losses)

Value in 

accounts

£m £m £m £m £m £m

Agriculture land & Buildings 0.629 1.138 1.115 0.486 0.000 1.115

Ground Leases 18.127 30.405 30.307 12.180 0.750 31.057

Industrial Land & Property 4.095 4.504 5.217 1.122 0.000 5.217

Retail Property 1.172 1.828 1.688 0.516 0.000 1.688

Other Land & Buildings 1.477 1.053 1.019 (0.458) 0.000 1.019

TOTAL 25.500 38.928 39.346 13.846 0.750 40.096

Property

31.3.2019 actual 31.3.2020 expected
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Table 2: Proportionality of Property Investments

The proportion is the property investment income divided by the gross service expenditure

4. Capacity, Skills and Culture

The Council employs professionally qualified and experienced staff in senior positions with responsibility for 

making capital expenditure, borrowing and investment decisions. For example, the City Treasurer is a qualified 

accountant with over 30 years’ of Local Government experience. The Council pays for accountancy staff to study 

towards relevant professional accountancy qualifications and the staff within the treasury team, whom are all 

qualified accountants, attend treasury seminars and workshops provided by CIPFA and other external service 

providers.  Training is provided to Councillors as part of the financial management training delivered by the 

Section 151 Officer and more detailed treasury management training to Councillors on the Audit Committee by 

treasury management advisors Arlingclose Limited.

The Council appoints external advisers and consultants that are specialists in their field. The Council currently 

employs Arlingclose Limited as treasury management advisers, Cushman & Wakefield as property consultants, 

Jonas Lang LeSalle (JLL) as property consultants on a major City development scheme. This approach is more 

cost effective than employing such staff directly, and ensures that the Council has access to knowledge and skills 

commensurate with its risk appetite. 

5. Commercial deals

The Council undertakes business case analysis of potential investments which are considered at Corporate 

Management team and elected Member budget working groups to consider future developments and income 

streams that would reduce the current financial pressures on the Council. 

The Council appointed Cushman & Wakefield to undertake a strategic review of the Council’s investment 

portfolio. The focus of the review was to establish the extent to which the Council is getting value for money 

from the investment property assets it holds and whether its Property Services function is delivering value for 

money in its’ management. 

In recent years the Council has not acquired any properties for the sole gain of generating a profit or return to 

contribute to net service costs. 

The Cushman & Wakefield report identified an Action Plan that is currently in the process of being adopted. This 

action plan sets a direction of travel towards a more commercial approach in the Council’s asset management 

incorporating holding fewer, higher return assets; the reuse of capital receipts from asset disposals for future 

2017/18 

Actual

2018/19 

Actual

2019/20 

Forecast

2020/21 

Forecast

£m £m £m £m

Gross service expenditure          40.769          40.919          45.042          43.727 

Investment Income             2.825             2.743             3.013             2.981 

Proportion 6.93% 6.70% 6.69% 6.82%
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investment; identifying opportunities to grow the portfolio through investments in the Preston area and 

diversification of the portfolio to achieve performance and reduce risk.   To date work has been undertaken to 

review the managed workshops, carry out rent reviews and identify surplus areas of land and freeholds. These 

works have achieved additional rental income as shown in Table 2 above and could achieve future capital 

receipts. 

Corporate Governance arrangements ensure that all decisions on Commercial investments are made in line with 

the criteria and limits approved by Council in line with Financial Regulations and the Constitution. 

6. Funding of Property Investments

Capital expenditure on investment properties is typically funded through prudential borrowing which is 

incorporated into the five year capital programme. In recent years the Council has undertaken a roof 

replacement programme on its Roman Way industrial units at an estimated cost of £1.2m to preserve the life 

span of the assets and secure the rental income it receives. The council is currently reviewing its property 

investment programme and although it has incurred capital expenditure in excess of £1.2m over the last few 

years it has managed to reduce the impact of borrowing through the use of capital receipts.  

Table 3: Investments in Property funded by borrowing in £millions 

7. Returns on Property Investment

This indicator shows the property investment income received less the associated costs, including the cost of 

borrowing where appropriate, as a proportion of the sum initially invested. Note that due to the complex local 

government accounting framework, not all recorded gains and losses affect the revenue account in the year they 

are incurred. 

Table 4: Property Investment rate of return (net of all costs)

Investments funded by borrowing
31.03.2018 

Actual

31.03.2019 

Actual

31.03.2020 

Forecast

31.03.2021 

Forecast

£m £m £m £m

Investment Property 0.769 0 0 0

TOTAL FUNDED BY BORROWING 0.769 0 0 0

Investments net rate of return
2017/18 

Actual

2018/19 

Actual

2019/20 

Forecast

2020/21 

Forecast

Investment Property 5.69% 5.30% 5.73% 5.58%
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Appendix L

The Minimum Revenue Provision (MRP) Statement

Statement of Policy on the Minimum Revenue Provision 

1. Introduction

1.1 When capital expenditure is financed by debt, the Council must put aside resources to repay that debt 
in later years.  The amount charged to the revenue budget for the repayment of debt is known as the 
Minimum Revenue Provision (MRP).  The MRP charge is the means by which capital expenditure which 
has been funded by borrowing is paid for by Council Tax payers.

1.2 Until 2007/08, the basis of the calculation for the MRP was specified in legislation.  However, from 
2007/08 onwards the statutory requirement is simply for local authorities to make a prudent level of 
provision, and the Government has instead issued statutory guidance, which local authorities are 
required to ‘have regard to’ when setting a prudent level of MRP.  The guidance gives local authorities 
more freedom to determine what would be a prudent level of MRP.

1.3 The statutory guidance recommends that local authorities draw up a statement of their policy on the 
MRP, for approval by full Council in advance of the year to which it applies.  

2. MRP Policy

2.1 Capital expenditure incurred before 1st April 2008 – MRP will be charged in equal instalments over a 50 
year asset life.  The 50 year repayment period is considered a reasonable average assumption for the 
lives of the assets funded by this expenditure. 

2.2 Capital expenditure incurred after 31st March 2008 – the Council will charge MRP based on the expected 
life of the asset in equal annual instalments.  This method may be reviewed in the future and the option 
to charge MRP based on an annuity asset life method may be taken if it is deemed to be prudent.

2.3 For assets acquired by leases MRP will be determined as being equal to the element of the rent or charge 
that goes to write down the balance sheet liability.

2.4 For capital expenditure loans to third parties eg. Investment Strategy Fund in the Capital Programme, 
no MRP will be charged but the capital receipts generated by the annual repayments on the loans will 
be put aside to repay debt instead.  In years where there is no principal repayment, MRP will be charged 
in accordance with the MRP policy for the assets funded by the loan, including where appropriate, 
delaying MRP until the year after the assets become operational.  This is thought to be a prudent 
approach since it ensures that the capital expenditure incurred in the loan is fully funded over the life of 
the assets.

2.5 Capital expenditure incurred during 2020/21 will not be subject to a MRP charge until 2021/22.
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Appendix M
Results of Budget Consultation

The budget consultation is underway and results received before the meeting will be presented at the meeting.
. 
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