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REPORT OF Strategic Manager (Resources)

To: Community and Resources Committee

Subject: Financial Challenges Update Report 

Date: 15th October 2018 Reference:

PURPOSE OF REPORT:  For Members to consider the Financial Challenges faced by Torridge 
Council for the period of the Medium Term Financial Strategy (MTFS) 2019/20 – 2022/23 and to 
consider remedial actions to bring the Council’s finances back into balance over the life of the 
MTFS. 

1. Introduction

 At Community & Resources Committee on the 12th February 2018, members previously 
noted the projected deficit of £0.537m for the financial year 2022/23, as detailed in the 
MTFS (Full Council on the 26th February 2018 subsequently approved a Council Tax 
increase of 3.25% which reduced the reported deficit to £0.413m).  Further analysis of the 
Council’s Finances during 2018/19 has increased the projected deficit for 2022/23 to 
£0.55m. 

2. Revenue Budgets

 The Financial pressures faced by the Council not previously incorporated within the MTFS 
reported to members on the 12th February 2018 are detailed below.

 Homelessness
o The Council has experienced an increase in demand upon its homelessness 

service leading to increased temporary accommodation placements. 
Because of Housing Benefit subsidy rules the Council can only recover a 
modest percentage of the costs incurred (Local Housing Allowance Rate) 
when placing individuals/families in temporary accommodation.  The 
shortage of suitable, affordable, privately rented properties has compounded 
the problem, by lengthening the stays in temporary accommodation.  

The Council has a legal obligation to ensure that any tenancies it secures on 
behalf of its homeless are sustainable (i.e. affordable).  The estimated 
recurrent pressure on the Housing Benefit subsidy budgets is circa £190k,  
the Council will receive a Homelessness Prevention Grant in 2019/20 of 
£145k to partially offset this pressure but funding has not been confirmed for 
2020/21 onwards.

 Local Government Association (LGA) Pay award 2019-20
o The LGA and the unions agreed a two year pay award for 2018/19 and 

2019/20 of 2%, with higher percentage pay awards for the lowest salary 
points. For 2019/20 new pay points were introduced and some existing pay 
points amalgamated. Incorporating the new pay points within the Council’s 
existing grading structure whilst adhering to the existing job evaluation 
scheme is projected to add circa £60 - £65k to the Council’s payroll.



 Full Impact of the Review of Waste Collection Service

o As members will be aware in June 2018, the Council introduced a revised 
waste collection service the key components being:
 Alternative weekly collection of residual/general waste
 Chargeable Green/Organic collection service
 Weekly Recycling Collections (including food waste)

o The 2018/19 budgets were set based upon a set of assumptions, namely
 Anticipated tonnage of recycling collected
 Take-up of Chargeable Green Waste Service
 Additional cost share income from Devon County Council
 Required staffing and mix of vehicles

o In reviewing the operation of the revised Waste Collection the following 
pressures and savings have been identified
 The 5 metre recycling Romaquip Recycling Vehicles were originally 

intended to be staffed by two crew members. However Health & 
Safety have recommended that these vehicles are staffed by three 
crew members (1 driver and 2 loaders).  The potential additional 
costs are currently being evaluated as the revised refuse collection 
service is bedded in.

 Subscriptions to the Green Waste Service are ahead of target 
resulting in additional income of circa £80k.

 2018/19 budgets assumed £75k income from Devon County Council 
(DCC) for cost share. This  being Torridge’s share of the reduced 
landfill tax that DCC would be liable for as a result of the increased 
volume of recycled waste collected by Torridge (and hence diverted 
from landfill).  

 Members should note that Council holds two reserves; the Transition in Government 
Funding Reserve and the Business Rates Income Reserve, which have been used to 
support the Revenue budgets. The current balance held on these reserves is £1.29m. 
Based upon the latest projected revenue shortfall, and in the absence of remedial action 
these reserve balances would be exhausted in 2021/22; as illustrated in the table below.

 2019/20 2020/21 2021/22 2022/23
 £'m £'m £'m £'m
Surplus / (Deficit) (0.12) (0.81) (0.71) (0.55)
Transition in Funding Reserves 1.29 1.16 0.35  
Balance to support revenue budgets 
c/fwd 1.16 0.35 (0.36)  

 Members should note that the projected revenue shortfall excludes the impact of changes 
to local authority funding anticipated in 2020/21 and 2021/22, which are discussed later in 
the report.

 The Fair Funding Review     2020/21
 75% Business Rates Retention  2020/21
 Business Rate Revaluation  2021/22
 Comprehensive Spending Review 2019/20



3. Capital

 Torridge Council’s Capital Program is approved annually as part of the annual budget 
setting process. The capital program approved by Full Council on the 26th February 2018 
amounted to £23.6m. Funding of which was identified from a variety of sources:

  New Homes Bonus Income – 50% earmarked for Capital
  Capital Receipts
  External Grant Funding
  Disabled Facilities Grant 
  Right to Buy Receipts (sales of former Council Housing)
  Earmarked Reserves
  External Borrowing (Refuse Depot)
  Specified Capital Reserves

 At the Strategic Business and Financial Planning Workshop event held on the 19th July 
2018, members present were informed of the risk to the financing of the Capital Program 
arising from “construction industry inflation” currently running at 8.4% within the South 
West. Recent tender returns have also indicated that initial estimate of costs within the 
capital program are now understated. A report on the workshop was provided to Full 
Council held on the 6th August 2018.

 A further contributory factor being that some of the schemes within the capital program 
were formulated 1 – 2 years ago, which means they are out of date and needed refreshing.

 In addition to the cost pressures within the Capital program it should be noted that a 
significant proportion of the capital program is funded from New Homes Bonus (NHB). The 
level of funding received from NHB being directly related to the number of new properties 
built and movement on the number of long term empty properties. 2019/20 is the last year 
of the current NHB scheme; at this juncture is it not known if the scheme will be extended 
or replaced. However in the previous two years income generated via the scheme has been 
reduced by £0.66m following Government changes to how the benefits are calculated.

 Current projections indicate that the Capital is over committed by circa £3.0m, with the 
projected costs of the approved capital program rising to £26.6m. The Council does not 
have a legal requirement to balance their capital budgets, and schemes could be delayed 
until funding becomes available. The main movements are shown in the below table. A 
summary of the capital program and its current funding is summarised overleaf.

Capital Project Approved Revised Additional Notes
 £000's £000's £000's  

Wilkey's Field Car Park 200 650 450 4 years since original approval 
+ more complex build

Depot provision 4,620 5,460 840 3 years of inflation
(estimated 20/21 cost)

Holsworthy Agri Business 2,600 3,260 660 4 years of inflation
(estimated 21/22 cost)

Caddsdown Phase 3 2,350 3,110 760 5 years of inflation
(estimated 22/23 cost)

Burrows Centre 1,730 2,140 410 Cost estimate
(from initial tender enquiries)

Total 11,500 14,620 3,120  



Capital Program 18/19 to 21/22
Inflation 
Adjusted 
Program

£'000
IT Related 374.9
Vehicles & Plant 2,633.5
Car Parks (Includes Wilkey's Field) 1,053.2
Transforming Torridge 467.3
Refuse Depot 5,470.3
Regeneration Projects 9,744.2
Environmental Projects 798.5
Housing 435.7
Maintaining Infrastructure 1,644.8
Disabled Facilities (Funded from Better Care Grant) 2,624.1
Strategic Property Acquisitions 1,325.0
Subtotal 26,571.5

Existing Capital Resources
Capital Investment Reserve 5,365.5
IT Equipment Reserve 237.4
Vehicle Replacement Reserve 740.8
Future Service Development Reserve (Waste Review) 909.7
Economic Regeneration Reserve 1,300.0
Capital Receipts 451.0
Disabled Facilities Grant 890.3
Coastal Communities Grant 143.9
Subtotal 10,038.6

Forecast Capital Funding
New Homes Bonus Income (2019/20 - 2021/22) 1,527.0
Capital Receipts (Right to Buy - former Council Housing) 300.0
External Grants 4,000.0
Sale Receipts 1,800.0
Disabled Facilities Grant 1,733.8
Contribution from Devon Business Rate Pilot 200.0
Prudential Borrowing (Refuse Depot)    ** 4,000.0
Subtotal - Projected Sources of Capital Funding 13,560.8

Total Projected Capital Funding 23,599.43

Capital Deficit 2,972.04

**  It is not assumed that borrowing would increase to meet increased costs as this
would have adverse impact on the Revenue Budgets



 The table below provides further analysis of the capital program split between those 
elements of capital spend pertaining to the existing activities of the Council, currently active 
schemes and new capital projects. The refuse depot is shown separately.

As the table below demonstrates the Council could mitigate the funding shortfall by 
reviewing its commitment to some of the “new build” projects

Statutory / Business as Usual £'000
External 
Funding

Net cost 
to 

Council
Car Parks (includes Wilkey's Field) 1,053 - 1,053 
General Capital Improvements 290 - 290 
IT Replacement 275 - 275 
Vehicle Replacement 2,634 - 2,634 
Barton House Remodelling 77 - 77 
Torridge Pool Boilers 194 - 194 
Victoria Park Paths 100 - 100 
DFGs 2,624 2,624 0 
Affordable Housing 308 - 308 
Decent Homes Funding 128 - 128 
Linear Defence - Westward Ho! /Northam 
Burrows Estuary Works 658 225 433 
Torridge Cemetery Extension 144 - 144 
Torridge Bowling Club Wall 46 - 46 
Caddsdown Telephony 23 - 23 
Church View Weare Giffard 16 - 16 
Northam Burrows Gabions 12 - 12 
Lighting upgrade to LED 16 - 16 
Westward Ho! - Seafront improvements 46 - 46 
Westward Ho! - Development Sites 40 - 40 
Bucks Mill Lime Kiln 31 20 11 

8,715 2,869 5,846 

Currently active Schemes
Cattle Market Demolition 78 - 78 
Bideford Skate Park 127 - 127 
Torridge Transformation 467 - 467 
Caddsdown Phase 2 Plot 3 1,110 175 935 

1,782 175 1,607 

Refuse Depot 5,470  5,470 

New Projects
Gypsy & Traveller Site Provision 613 - 613 
Holsworthy Agri Business 3,304 2,100 1,204 
Caddsdown Phase 3 Land & Servicing 3,114 2,000 1,114 
Burrows Centre 2,148 1,200 948 
Strategic  Property Acquisition Fund 1,325 - 1,325 
Digitisation of Council's Records 100 - 100 

10,603 5,300 5,303 

Total 26,571 8,344 18,227 



 Torridge Council is a member of a CIPFA comparative group of district councils 
sharing similar populations, being rural in nature etc. The table below shows the 
capital programs of the comparator group expressed as a percentage of their net 
revenue budgets. Torridge’s capital program at £26.6m is one of the highest when 
compared with its net revenue budget; a ratio of 258%.
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** Lichfield, Mid Devon, West Lindsey and Babergh Councils have built into their capital 
programs significant investment in Commercial/Investment properties funded exclusively or 
predominately from external borrowing, these have been removed in order to make a 
comparison on a like for like basis. 

For information the value of these proposed investments (removed from the above figures) 
are shown below in monetary terms and as percentage of the total capital program

 Lichfield £46.4m  being 77% of  capital program
 Mid Devon £33.0m  being 79% of capital program
 West Lindsey £34.4m  being 64% of capital program
 Babergh £11.1m  being 52% of capital program

Torridge has not traditionally invested in commercial property purely for the financial returns 
generated. Its capital investment has been focused on its day to day business e.g. 
replacing its Refuse Fleet or to meet its strategic objective of economic regeneration, e.g. 
Holsworthy Agricultural Business, Caddsdown etc.

Capital Funding & External Borrowing

Torridge has funded its capital program from a variety of sources
o New Homes Bonus Income
o Contributions from Revenue
o Capital Receipts
o External Grant Funding



Torridge has not traditionally sought to fund capital expenditure from external borrowing; 
the Council has previously approved officers to secure £4m of external borrowing in 
relation to the potential procurement of a new refuse depot.  This external borrowing has 
not occurred as a suitable refuse depot has yet to be procured.

 External borrowing is currently only projected to fund 15% of the approved capital program. 
The Chart and Table below shows Torridge’s borrowing position compared to its 
comparator group.
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** Councils planning to fund investments in commercial /investment properties primarily from 
external borrowing, these investments funded from borrowing have been removed in order to make 
a fair comparison.

4. Reserves

As at the time this report was written the Council held earmarked reserves of £12.8m, a breakdown 
of which is detailed below:

Reserves set aside for capital purposes £9.1m
Transitional in Gov’t Funding reserves £1.3m  **
Other Earmarked Reserves £2.4m

As the figures above show the majority of the Council’s reserves are earmarked to fund the capital 
program previously approved by members.

** As discussed it is currently projected that these reserves will be exhausted in 2021/22 unless the 
Council undertakes remedial action to bring its revenue budgets back into balance.



5. Fair Funding Review

Torridge along with 96% of all Councils signed up to the four year settlement, 2019/20 being the 
last year of the four year settlement.  Central Government is currently undertaking a fair funding 
review to be implemented in 2020/21.  The methodology behind the fair funding review is over ten 
years old and has not been updated since the introduction of local business rate retention in 
2013/14. The review is based upon an assessment of both local authorities’ relative needs and 
resources. In order to determine the relative needs of local authorities; the weighting of various 
factors are considered some of which are shown below:

 Population
 Rurality 
 Deprivation
 Responsibility, e.g. Adult Social Care, Children Services, Highways etc.

Allied to the determination of the relative need of local authorities, the total funding to be provided 
by Central Government will be assessed as part of the Comprehensive Spending Review 2019.  In 
simplest terms the Fair Funding Review will determine Torridge’s share of the local authority 
funding pot.

As alluded to, the relative needs assessment was last updated in 2013/14 with the introduction of 
local business rates retention. In addition to assessing the relative needs of local authorities, this 
update reassessed the resources available to local authorities with the introduction to business 
rate retention.

For Torridge Council this meant that the 40% of estimated business rates it could retain (circa 
£4m) exceeded the assessment of its need, and consequently it was obliged to pay over to central 
government a tariff (circa £2m).  

Since the introduction of local business rates retention Torridge Council along with the majority of 
Shire districts have enjoyed significant growth in income from business rates, relative to their 
baseline funding level. This being due to the percentage of business rates retained by Shire 
Districts (40%) relative to their level of baseline funding, Shire Counties have proportionally 
benefited less from business rate retention due to them only retaining 9% of business rates and 
their greater levels of baseline funding.

The table below graphically shows the benefits which have accrued to Shire Districts as a result of 
local business rate retention.  

From a Torridge perspective the growth in business rates income is circa £900k, the reassessment 
of local authorities’ relative need and available resources potentially puts this £900k growth at risk.



Members may be aware from recent press articles of the financial pressures faced by County 
Councils; most notably Northamptonshire County Council which has issued two Section 114 
notices, restricting all non essential expenditure.  Other County Councils such as Somerset, 
Sussex, Surrey and Lancashire have all reported significant financial pressures.

Whilst the outcome of the fair funding review is unknown, there is a risk that resources will be 
reallocated from Shire Districts to Shire Counties.

As alluded to previously, the fair funding review in addition to assessing local authority relative 
need, also reviews resources available to local authorities; in particular business rate income 
(Business Rate Baseline).

The last fair funding reset in 2013/14 projected local authority business rate baselines based on  
the previous two financial years (2010/11 and 2011/12). The use of the latest data from 2011/12 
meant that significant changes to some local authorities’ baselines were not factored in.   

The methodology for the “reset” of business rate income for the Fair Funding Review is still being 
determined. Factors still to be determined include:

 Establishing the base year(s) for assessing (Business Rate Baseline)
 Treatment of outstanding Business Rate appeals
 Treatment of bad debt provisions
 Transitional protection payments and relationship with appeals
 Future proofing for upward movement in mandatory reliefs:

o E.g. Academy Schools Relief

To-date, central government has not provided guidance as to any transitional arrangements that 
may be in place for local authorities suffering losses in funding arising from the fair funding review. 
The previous fair funding review had a percentage cap on the losses in funding authorities would 
have to bear.

Central Government assessment of local authority resources assume that Councils will increase 
their Council Tax in line with the relevant thresholds; for a district council like Torridge this being £5 
for a band D equivalent or 3% which ever is the greater.

It is not anticipated that detailed information regarding the outcome of the Fair Funding Review will 
be available to the local authority sector before October 2019.

6. Business Rates Retention  2020/21

Under the existing Business Rates Retention scheme 50% of all Business Rates are retained 
locally, the splits being:

 40% retained by Districts
 9 % retained by County
 1% retained by Fire Authority
 50% retained by Central Government

It is proposed that under the Business Rate Retention scheme for 2020/21 that 75% of business 
rate income be retained locally, with Central Government retaining the balance of 25%.  It is not 
known at this juncture what the splits will be between the different tiers of local government.

For Shire Districts a reduction in their split could result in a significant reduction in the additional 
income from future gains in business rate income.

Quite clearly with a greater proportion of business rates being retained locally there is a greater 
exposure of local government financing to business rate volatility.



The latest Central Government timetable indicates that local authorities will receive indications of 
the impact of 75% Business Rate Retention by spring 2019, with final figures in summer 2019.

Under the current Business Rate Retention scheme there is a system of levies and safety nets to 
mitigate the impact of large swings in Business Rate Income.  

With the levy system, 50% of the growth in business rate income was paid over to Central 
Government as a levy; Torridge membership of the Devon Business Rate Pool and its current 
membership of the Devon Business Rate Pilot has negated the payment to Central Government of 
levy payments.

The safety net system protects councils from declines in funding arising from falls in business rate 
income. Safety net payments are triggered where business rate income declines by greater than 
7.5%.   Safety net payments are not payable where local authorities are members of a Business 
Rate Pool or Pilot.

There will be no levies under the 2020/21 Business Rate Retention scheme; safety net may be in 
place mostly likely funded by a Central Government top-slice.

As there will be no levies under the new scheme there is no incentive for local authorities to form 
Business Rate Pool from 2020/21.

7. Business Rate Revaluation 2021/22

Government has announced that the next Business Rates revaluation, for the financial year 
2021/22. Business rate revaluations are designed to be both fiscally neutral at a national level, i.e. 
the sum of business rates liability nationally should not increase or decrease; and should also be 
fiscally neutral for individual local authorities.  Business Rate revaluations are undertaken to adjust 
rateable values to reflect changes in the property market. 

However the 2017/18 business rate revaluation saw an increase in the business rates collected by 
Torridge Council from renewable energy schemes (Wind and Solar). 

Changes to business rate income from renewable energy schemes were excluded from the 
“fiscally neutral” element of the business rate revaluation.  

Torridge retains 100% of all business rates from renewable energy, circa £800k in 2018/19 
consequently there is a risk to Torridge’s funding if renewables energy schemes suffer a downward 
valuation in 2021/22.

There are still unknown variables of the 2021/22 Business Rate Revaluation, namely 
 the centralisation of business rate appeals from 2021/22
 impact of the tier splits arising from the move to 75% business rate retention in 2020/21



8. The challenge ahead

As outlined in the report, Torridge District Council faces significant financial challenges in the 
medium term. These can be summarised as follows:

 The revenue budget shows a projected deficit in 2022/23 of £0.55m

 The cumulative deficit on the revenue budgets for the period 2019/20 – 2022/23 is £2.19m

 The reserves set aside by the Council to mitigate funding shortfalls; will in the absence of 
remedial action be exhausted during 2021/22

 The Capital program is currently estimated to be over committed by circa £3m.

 Future sources of capital funding are subject to risk, particularly New Homes Bonus 
Funding which is vulnerable to

o The rate of new homes construction within the District, which has slowed in recent 
years 

o Central Government amendments to the scheme; e.g. the introduction of the 
deadweight adjustment and reducing the reward period from 6 years to 4 years  
from 2016/17 have effectively reduced the Council’s income from New Homes 
Bonus by circa £0.66m per year. 50% of New Homes Bonus is currently  earmarked 
for capital purposes

 Whilst the Council’s has a healthy balance of Reserves (£12.8m), the majority is held to 
fund the capital program which is currently over committed

 The Fair Funding Review to be implemented in 2020/21 adds uncertainty to the Council’s 
Finances. At this juncture it is not possible to ascertain its impact on Torridge, but given the 
growth in resources experienced by Shire Districts from business rate income growth since 
the last reset it would be prudent to assume some transfer of resources from Shire Districts 
to Shire Counties

 The 2020/21 75% Business Rate Retention scheme will add another level of uncertainty to 
the Council’s finances. At this juncture it is not known what percentage of business rates 
will be retained locally by District Councils. A reduction to the percentage of business rates 
retained by Districts will limit the future financial benefits arising from any future growth in 
business rates

 The impact of the Business Rate Revaluation in 2021/22 is still unknown, whilst it should be 
fiscally neutral to Torridge, based upon 2017/18 revaluation, the revaluation of renewables 
energy schemes poses a risk to the Council.

 The Comprehensive Spending Review to be undertaken in 2019/20 will establish both the 
total spend for the Public Sector and its distribution across various government 
departments.  Ministerial announcements regarding additional funding for the NHS and the 
Armed Forces would indicate financial pressures falling on other areas of the public sector 
such as local authorities.



9. Options

Without corrective action the Council’s current finances are clearly not sustainable over the 
medium term. As outlined throughout the report Torridge’s funding beyond 2019/20 is currently 
uncertain, with details of the Fair Funding Review not anticipated before October 2019. However it 
would be prudent to assume that Torridge will face further funding challenges from 2020/21 
onwards. 

Summarised below are the key assumptions incorporated into the MTFS projected deficit of 
£0.55m for 2022/23

 Pay award 2% per annum

 Employers pension contributions to increase by
o £110k 2020/21
o £  20k 2021/22
o £  20k 2022/23

 Council Tax Increase 0% in 2019/20, £5 per annum band D equivalent, there after

 No Homelessness Prevention Grant assumed for 2020/21 onwards

 Revenue Support Grant - £131k in 2019/20, nil thereafter

 Rural Sparsity Grant Funding - £380k per year for duration of MTFS

 Potential Impact of the fair funding review excluded

 Allocation to New Homes Bonus to remain at
o 50% Capital
o 25% Member/Community Grants
o 25% Support the Revenue Budgets

 Assumes no change to New Homes Bonus Funding rules, as an example a change in the 
deadweight adjustment from 0.4% to 0.5% will reduce New Homes Funding to Torridge by 
£221k for the period 2019/20 – 2022/23.



Revenue Options 

 The projected deficit for 2022/23 assumes no Council Tax rise in 2019/20 with rises of £5 
per band D equivalent in subsequent years. 

Should members decide to increase Council Tax in 2019/20 by £5 per Band D Equivalent 
then this would raise additional annual income of £123k by 2022/23. It would also reduce 
the projected cumulative deficit for the period 2019/20 – 2022/23 by £485k.  

The graph below shows the value of the cumulative deficit and depletion of the Council’s 
reserves, depending upon whether the Council decides to increase the Council Tax for 
2019/20 by £5 for a Band D Equivalent.
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 With the transfer of Torridge office based staff onto one site at Riverbank it had been 
anticipated that this will generate efficiency savings.  The original savings were removed 
from the MTFS following the delay to the project and will be revisited following the 
relocation.

 As detailed previously in the report the Council faces significant pressures arising from 
Homelessness, particularly with regards to temporary placements (B&B). If the Council 
could secure suitable alternative accommodation if could mitigate the need to place the 
homeless in temporary accommodation and so reduce the £190k projected shortfall on 
Housing Benefit Subsidy.

 Charities receive 80% relief on their business rates; the Council has a discretionary policy 
which can increase these awards to 100%.  The cost to the Council of the charitable 
discretionary reliefs currently awarded to charities is £40k.



 Given the financial challenges facing Torridge, it is prudent to bring to the attention of 
members details of expenditure which is not statutory, for example

o Grants to the Voluntary Sector  £0.12m
o Support for Burton Art Gallery £0.18m
o Leisure £0.13m
o Lifeguards – Westward Ho! £0.09m
o CCTV £0.07m

 Currently 25% of New Homes Bonus Funding is earmarked for member/community grants. 
Based on the current New Homes Bonus rules and projecting forward the number of new 
homes to be built; the monies earmarked for member / community grants is as detailed 
below:

o 2019/20 £0.296m
o 2020/21 £0.253m
o 2021/22 £0.224m
o 2022/23 £0.239m

Cumulative £1.01m    

The allocation of New Homes Bonus funding to member/community grants is a member 
decision and is not a statutory duty of the Council.

A potential approach to bringing the projected revenue deficit is summarised below as way 
of illustration.

£’m
Increase Council Tax 2019/20 £5 Band D 0.12
Alternative accommodation for Homelessness 0.19
Reduce community grant funding 12.5% of New Homes Bonus 0.10
Assume continued Cent. Government funding for Homelessness 0.14
Total 0.55

Options not yet worked up
 Savings from working from  one site
 Above inflation increase to fees and charges, e.g. every 1% increase to parking fees 

generates additional income of circa £10k.



Capital Options

As detailed elsewhere in the report the approved capital program is over committed by circa £3m. 
If members were either to reverse their support for the schemes listed below, or if the schemes 
were to be self financing then the projected deficit on the capital program could be eliminated

 Holsworthy Agricultural Business £1.21m
 Caddsdown Phase 3 £1.14m
 Burrows Visitor Centre £0.948m
 Gypsy and Traveller Site £0.613m

The funding of Caddsdown Phase 3 assumes the utilisation of a £1m capital receipt from the 
disposal of Cleave Wood. If Phase 3 was not to proceed the £1m receipt could be assigned to 
Caddsdown Blue (Phase 2) and consequently would release the £0.935m of capital resources 
currently assigned to this project.

The Council has the option of making good the shortfall on its capital program from external 
borrowing. However there are revenue costs associated with borrowing, assuming the Council 
borrowed £3m from the PWLB with a repayment term of 20 years it would incur annual debt 
servicing costs of £180k per annum; therefore adding to the financial pressure upon the revenue 
budgets.

Members should note that the over commitment on the Capital Program of circa £3m is before any 
new capital schemes for 2019/20 onwards have been received and evaluated.  Once all new 
capital submissions have been received the total Capital Program for the Council will be re-
evaluated to assess its affordability.

10. Implications

Legal Implications
None specific to this report although there is a requirement to produce the Council’s Statement of 
Accounts giving regard to the concept of going concern.

Financial Implications
Nothing specific to this report as the report evaluates and assesses the Council’s overall financial 
position, robustness and resilience. 

Human Resources Implications
Nothing specific from this report. 

Sustainability Implications
The report assesses the sustainability of the Council to continue to operate for the foreseeable 
future.

Equality/Diversity
Nothing specific from this report.

Risk Management
The report highlights a number of areas where risks have been considered and actions adopted to 
mitigate financial risk. 

Compliance with Policies and Strategies
This is associated with Torridge’s Strategic Plan and Medium Term Financial Strategy 

Data Protection / GDPR
Nothing specific from this report.



11. Lead Member Views
Councillor David Hurley

I have met with the Strategic Manager Resources to discuss the content of the report and 
understand the financial challenges facing Torridge in the medium term. The challenges faced are 
substantial and their resolution will require some difficult decisions to be made, but I am confident 
Torridge is well placed to meet them.

12. Conclusions

The report details the challenges to both the revenue and capital budgets of Torridge.  Whilst the 
2019/20 revenue budgets are close to balance, requiring a contribution of £0.12m from reserves to 
balance, thereafter the shortfall increases sharply exhausting those reserves set aside to support 
the revenue budgets by 2021/22. 

As detailed the Capital Program is over committed by £3m, this assumes that the program will be 
spent in its entirety by 2021/22.  Given the nature of the Capital Program this is unlikely; however 
there is still a requirement for the Council to put the funding of the capital program on a more 
sustainable basis.

Members should note that the report does not make any assumptions as to further funding 
shortfalls arising from the Fair Funding Review and the movement towards 75% business rate 
retention; both effective from 2020/21.

13. Recommendations

Members should note the revenue and capital challenges faced by the Council, and give 
consideration to the remedial action require to bring the budgets back into balance over the 
medium term.


