GREAT

YARMOUTH

BOROUGH COUNCIL

URN: 20-148

Report to: ELT — 4 November 2020
Policy and Resources Committee — 17 November 2020

Council — 26 November 2020

Subject: Medium Term Financial Strategy 2021/22
Report by: Finance Director
RECOMMENDATIONS:

1) It is recommended that Members consider and approve the following:

a) The updated Medium Term Financial Strategy (MTFS) and the key themes of the business
strategy as outlined at section 8;

b) The revised reserves statement as included at Appendix A of the MTFS;

c) To set up a small working group of five members to develop and agree the Additional
Restrictions Grant scheme and criteria and delegate authority to the Section 151 Officer
and Head of Customer Services.

2) That Members recommend to Council:

a) The allocation of £1 million to the capital programme to support the digital strategy as
outlined in section 8 of the MTFS;

b) The updated Acquisition and Disposal Policy as included at Appendix C.

1. INTRODUCTION

1.1. The Medium-Term Financial Strategy has been refreshed and updated to reflect the latest
external pressures and challenges facing the Council that will impact on the financial position of
the Authority moving forward, most significantly the impact of Covid 19.

1.2. The strategy provides an updated position on the Council’s financial projections for 2021/22,
highlighting the budgetary pressures on the Council during this period. It reflects the delay of the
major policy changes previously planned for implementation in 2021/22 namely the outcome of
the fair funding review and review of business rates along with the impact of covid on the overall
financial projections. Whilst the assumed roll forward of the 2020/21 finance settlement will
provide additional resources above the level previously assumed, this has not yet been confirmed
and makes the ability to accurately forecast funding shortfalls even more challenging.

1.3. Whilst there continues to be uncertainty around the funding allocations for 2021/22 onwards, it
would be prudent to continue with a business strategy that focuses on a number of key themes
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as outlined within the MTFS at section 8 that seeks to identify future income streams and
efficiency savings to fund the future forecast deficits.

1.4. The Financial Strategy is the first of a number of pieces of work which culminate in setting the

2.

annual budget and Council Tax for the forward financial year in February 2021.

CovID 19

2.1. The financial impact of Covid 19 for the current financial year was detailed in the period 5 budget

2.2.

monitoring report presented to the Policy and Resources Committee in October 2020. The
ongoing impact for 2021/22 and future years is not yet fully known and adds challenge and
uncertainty to the setting of the 2021/22 budget. Members will be aware that funding allocations
have been made in the current financial year to mitigate the financial impact to the Council from
increased costs and reduced income. In addition, funding has been allocated to Local Authorities
to administer grants payable to businesses in line with national criteria and also local criteria for
discretionary grant schemes.

Following the announcement of a second national lockdown from 5 November 2020 further
funding announcements has been made available to support and help businesses that are forced
to close. The following schemes have been confirmed, although further details are still to be
announced (at the time of production of the report):

2.2.1.Local Restrictions Support Grants - Grants worth up to £3,000 per month can be distributed to

business premises forced to close. Businesses required to close in England due to restrictions
will be eligible for funding based on their rateable value of their properties along the following:

e For properties with a rateable value of £15k or under, grants to be £1,334 per four
weeks;

e For properties with a rateable value of between £15k-£51k grants to be £2,000 per four
weeks;

e For properties with a rateable value of £51k or over grants to be £3,000 per four weeks.

2.2.2.Additional Restrictions Grant (ARG) — Grant funding has been allocated to Local authorities for

2.3.

3.

3.1.

2020/21 and 2021/22 to provide support to businesses. This will be a discretionary scheme and
this report is seeking approval to set up a working group of five members to develop and agree
the ARG scheme and criteria.

Further guidance on both of the latest schemes are expected to be published and these will be
used to administer the mandatory scheme and inform the development of the local scheme.

FINANCIAL AND BUSINESS STRATEGY

The MTFS outlines in detail a number of key themes that continue to remain a priority to reduce
the forecast funding gap these are:

3.1.1.Strategic Asset Management
3.1.2.Economic and Housing Growth
3.1.3.Property Investment and Commercialisation
3.1.4.Technological Investment

3.1.5.Partnerships
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3.2.

3.3.

3.4.

4.1.

4.2.

5.

5.1.

5.2.

6.1.

6.2.

6.3.

3.1.6.GYBC Operating model.

The above themes are presented in more detail within section 8 of the MTFS and savings and
additional income proposals will be brought forward for consideration as part of the 2021/22
budget that are aligned to these key priorities. The updated forecast gap is still in the region of
£1m for the general fund ahead of the detailed working on the budget for 2021/22. The forecast
does assume a transfer from reserves in the year of £500,000 leaving a gap of £500,000 for which
work is currently on

This report is also seeking approval of £1million to added to the capital programme to be funded
from borrowing to accelerate the technological and digital investment work that is in line with
the digital strategy as approved previously. This investment will build on some of the changes to
the ways of working that have been adopted in response to covid and ensuring that the necessary
investment in technology supports the needs of the customers and business alike.

The Acquisition and Disposal policy has been updated and the revised version appended to the
Medium-Term Financial Strategy. Revision of the policy will give rise to consequential
amendments to the Constitution which will be actioned by the Monitoring Officer.

CONCLUSIONS

The continued uncertainty around the future of local government funding and the Covid 19
pandemic makes the forecasting of future funding gaps challenging. Covid 19 has had a significant
impact on the Council’s finances in the current year and the impact for short to medium term
and the speed of the recovery is not yet known. The level of reserves that the Council hold can
be used in the short term to mitigate the financial impact, although future budget planning will
need to consider the available reserves moving forward and seek to replace reserves as
applicable.

The Council remain committed to the ambitious plans for regeneration of the borough including
the Future High Street and Towns Fund for which applications and submissions have been made
to government. These and the already approved capital programme of works including the re-
provision of the Health and Leisure centre are essential to support the wider economic recovery.

FINANCIAL IMPLICATIONS AND RISKS

The commentary with in the MTFS has highlighted the financial challenges that continue to face
the Council. Regular review of reserves, both general fund, earmarked and Housing revenue
Reserves are essentially to inform the in-year decisions and also part of the budget setting
report.

The financial support that has been allocated to Local Government to date has mitigated some
of the immediate impacts of Covid 19 to Council’s financial position although there will need to
be a call on reserves for both the general fund and housing revenue account in the current
financial year and most likely in 2021/22 to offset the financial impact.

BACKGROUND PAPERS
2020/21 Budget monitoring reports
2019/20 Outturn report and accounts

Funding announcements and financial modelling
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Areas of consideration: e.g. does this report raise any of the following issues and if so how have these
been considered/mitigated against?

Area for consideration Comment

Monitoring Officer Consultation: Via ELT

Section 151 Officer Consultation: Included within the detail of the report
Existing Council Policies: N/A

Financial Implications (including VAT and tax): Included within the detail of the report
Legal Implications (including human rights): N/A

Risk Implications: Included within the detail of the report
Equality Issues/EQIA assessment: N/A

Crime & Disorder: N/A

Every Child Matters: N/A
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1.1.

1.2

1.3.

1.4.

1.5.

1.6.

1.7.

1.8.

INTRODUCTION

The Medium-Term Financial Strategy (MTFS) sets out the Council’s budget strategy and
framework to deliver the budget for the following year. The MTFS term is refreshed annually in
response to changing pressures and opportunities and supports the preparation of the 2021/22
budget.

The MTFS supports the delivery of the Council’s priorities by setting out the framework within
which resources are available to the Council over the medium term and the financial challenges
facing the Council in terms of future funding gaps.

The MTFS of an authority is a strategic document that supports the delivery of the Corporate
Plan The Plan 2020-2025 . Great Yarmouth Borough Council’s sets out the Council’s
commitment to drive and facilitate in the following four strategic areas:

A strong and growing economy

Improved housing and strong communities
High-quality and sustainable environment
An efficient and effective council.

The plan expands on the above key priorities, highlighting the Councils ambition, and approach
to delivery.

The MTFS provides a high-level assessment of available resources and outlines the medium-
term financial projections. It provides a high level summary of the financial projections taking
into account a number of local and national factors which inform the assumptions upon which
the projections are based, including known spending pressures and commitments, forecast of
future funding reductions and the economic outlook.

The MTFS outlines the demands on the capital programme of both ambition and resources, the
impact on the revenue account (for both housing and non-housing) and on the level of reserves
held by the Council.

Finally, the strategy addresses both the sustainability of the Councils financial position and
examines the more significant risks inherent in the proposals.

The Covid-19 (C19) pandemic has had a significant impact on the Council’s finances. The
immediate impact in the current financial year is evident from the direct impact to expenditure
in response to the pandemic and also shortfall in income compared to the levels budgeted,
there will also be a longer term impact as the Council, its residents and local economy seek to
recover from the pandemic. The financial impact is explored in more detail within the strategy.
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2.1

2.2.

2.3.

2.4.

2.5.

2.6.

BACKGROUND AND CONTEXT

This section provides an overview of the wider financial issues and current assumptions made
in the strategy and financial projections.

In April 2020 suspension of major policy changes was confirmed, these included the Fair Funding
Review (FFR), the move to 75% business rates retention and the business rates reset. A three-
year comprehensive spending review (CSR) was announced earlier in the year and was
previously due to take place in July 2020, this was put back to the Autumn with results expected
to be announced by the end of November. The multi-year CSR was due to set the public
spending envelope for the period from 2021/22 to 2023/24 for revenue and to 2024/25 for
capital if there is to be a multi year spending review.

The Autumn Budget was cancelled in September due to the continued uncertainty about the
UK’s economic outlook and not being the right time for outlining longer-term plans. The most
recent announcement in mid October confirmed there would be a one year Spending Review
setting the department’s resource and capital budgets for 2021/22 only.

Until the detail of the spending review is known there is little certainty on what the future public
spending envelope will look like. There are significant fiscal pressures facing the economy,
whilst some will be assumed to be short-term ie the immediate response to Covid, others will
be longer term for example the wider spending pressures in health and care, the ongoing
recession. Any spending review will be balancing additional taxes, spending cuts and borrowing.
It would be a prudent approach for any medium term financial strategy to set priorities that will
support and deliver savings and additional income for the Borough Council.

For Local Government the funding outlook remains uncertain, for example will the new Homes
Bonus scheme continue, will there be a further one-off allocation or a replacement incentive,
changes to business rates retention and 100% pilots. The continued uncertainty further curtails
the ability to provide accurate financial projections and forecasts over the medium term, for
the purpose of the MTFS and the planning for the 2021/22 budget setting it has been assumed
that there will be a further? roll forward of the 2020/21 finance settlement into 2021/22. Until
announcements are made on the likely funding for Local Government estimates have been
based on previous funding allocations, although for the period from 2021/22 onwards it would
be prudent to plan for funding reductions and to ensure that the MTFS provides a sound
framework for the business strategy moving forward that seeks to grow the income base and
seeks efficiencies that will mitigate future funding gaps.

Despite the national uncertainty, the refresh of the MTFS is required to inform the detailed
budget setting process for the 2021/22 budget ahead of approval of the budget in February
2021.

12020/21 was a roll forward of the 2019/20 finance settlement due to previous delays.
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3.1.

3.2

3.3.

3.4.

3.5.

3.6.

3.7.

3.8.

RESOURCES

This section provides an overview of financial resources available to the Council. Financial
resources can be split between internal and external. The internal resources are those that are
available from local decision making, for example decisions around the level of council tax, sales,
fees and charges to be levied, capital receipts from asset disposals and use of available reserves.
The external resources include government grants which could be general or service specific
and to a certain extent business rates as whilst the Borough Council is the collecting authority
for the rates, it does not set them and has very little discretion over reliefs that can be granted,
however local decisions that support future growth in business rates will see a direct benefit
returned to the council through the business rates retention scheme.

REVENUE SUPPORT GRANT (RSG) — RSG is a central government grant provided to Local
Authorities to be used to finance revenue expenditure. Previous budget years have seen the
level of RSG reduce as part of the multi-year finance settlement covering 2016/17 to 2019/20.
The finance settlement for 2020/21 included a roll-over of the 2019/20 RSG resulting in a grant
of £2.062million. The Council continue to be one of the largest receivers of RSG compared to
similar tiers of authorities, this is primarily due the previous method of funding allocation for
local government reflecting the local characteristics including deprivation and spending. At this
time it is assumed that there will be a roll-over of the 2020/21 finance settlement for 2021/22.

BUSINESS RATES RETENTION — The current system of business rates retentions means that 50%
of the rates collected locally is retained locally for the provision of services. Under the current
scheme business rates collected are shared between central and local government. The current
splits are 50% local (40% Borough and 10% County) and 50% central government.

The system includes a mechanism of tariffs and top ups to reflect local spending needs, and
resources allocated from business rates, essentially districts pay a tariff and counties (i.e. NCC)
receive a top-up. The business rates baseline is increased annually by RPI (in line with the actual
business rates payable) and the tariffs and top-ups are also increased by RPI annually. The
baseline allocation forms part of annual budget finance settlement announcements.

Local Authorities can keep up to 50% of the growth in business rate income above the baseline,
the remaining 50% is paid (levy) to central government, unless the Local Authority is in a
business rates pool and then the amount that would have been paid to central government is
retained within the business rates pool.

The system includes a ‘safety net’ element which provides protection to those authorities when
the year-on-year income falls by more than 7.5%, i.e. they fund the drop to the 7.5% and are
protected beyond the 7.5% reduction.

Business rates’ pooling provides a mechanism for the growth from business rates, to be retained
locally and used as agreed by the authorities within the pool. The Council has been part of the
Norfolk Business Rates pool since 2018/19. The continuation of the pool for 2021/22 is currently
being considered.

Mandatory business rate reliefs and those introduced by the government which reduce the
amount of business rates collected locally are normally reimbursed via a section 31 grant. As
part of the covid support provided to businesses there have been extensions to retail relief for
the 2020/21 financial year. The Council is then compensated for the income that would have
been collected via a section 31 grant. Extensions to the reliefs beyond 2020/21 due to Covid has
not been confirmed, however when considering future revenues retained from the rates
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3.9.

3.10.

3.11.

3.12.

3.13.

3.14.

3.15.

3.16.

retention system there are a number of factors that need to be taken into account that will
impact on the amount retained locally, including the following:

Bad Debt Provision — It would be prudent to assume that a greater level of bad debt provision
is required due to non-payment of business rates, whilst the reliefs are provided in the current
year, if these do not continue the ability of some business to pay their business rates could be
impacted.

Empty Property Relief — Again following covid there may be an increase in the number of
businesses that close and whilst rates are still payable on empty properties there becomes an
increased chance of businesses moving into administration and business rates no longer being
collectable.

Appeals — All businesses have the ability to appeal their rateable value (RV) for their business
premises. Appeals are made to the Valuation Office Agency (VOA) who set the RV for the
properties. The outcome of appeals if found in the favour of the appellant can have the impact
of reducing the rates collectable moving forward and can also be subject to back dating. The
annual budgeting process does make allowance for appeals and a provision is allowed for.
Depending on the size of the property decisions in year can have an impact on the actual rates
collected in the year. In previous years the Council has been carrying the increased risk in
relation to the outstanding appeal on the power station within the borough. The outcome of
the power station appeal was confirmed in 2019/20 which resulted in a reduction to the RV, the
impact in 2019/20 pushed the Council into a safety net position, the impact in the year was also
mitigated by the use of the appeals provision.

Business rate information on reliefs and income received or expected is collected via the
National Non Domestic Rate (NNDR) returns submitted in January (projection) and May (actual).
The above factors will be used to inform the 2021/22 budget forecast for retained business
rates. The business rates baseline funding and tariff is included in the annual finance settlement
announcement and these increase by inflation each year.

NEW HOMES BONUS (NHB) — New homes bonus has been part of the funding for local
government since 2011/12. The scheme was originally introduced to incentivise and reward
councils and communicates for building new homes in their areas. The future of the scheme is
not yet known, the 2020/21 finance settlement allowed for a further year of the scheme
pending the wider review as part of the fair funding review, as this review has been delayed by
a further year

The grant is calculated by multiplying the national average council tax by the net additional
homes growth (net of movements in long-term empty properties and demolitions), in addition
there is an additional supplement of £350 per affordable dwelling.

The system splits the grant between local authority tiers; 80% to the lower tier (GYBC) and 20%
to the upper tier (NCC) with annual allocations of NHB Grant being announced as part of the
finance settlement based on annual returns 2.

Since the introduction of the scheme, the grant has reduced from being payable for six years to
four years and from 2018/19 a 0.4 % threshold below which no bonus would be payable was
introduced. 2020/21 was the first year since the introduction of the 0.4% threshold that the
Council received a new NHB grant.

2 Council Tax Base Returns submitted to government annual covering twelve months October to September. The
calculation of the bonus does not take into account planning permissions or any other elements of the planning processes.
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3.17.

3.18.

3.19.

3.20.

3.21.

3.22.

COUNCIL TAX — The current band D equivalent for the boroughs Council tax is £166.48.
Alongside the annual Local Government Finance Settlement the Government sets the annual
increase in council tax above which would trigger a referendum. Council tax capping in recent
years has meant that annual increases in council tax for borough and district authorities have
been limited to the higher of 3% or £5 for a band D. Announcements on referendum limits for
council tax increases are announced annually as part of the annual Local Government finance
settlement.

The Council tax base is an assessment of the number of dwellings expresses in Band D
equivalents after allowing for non-collection, discounts and new property growth. The tax base
for 2020/21 is 29,048 (28,560 2019/20). The forward projections had previously allowed for the
tax base growth of 500 band d properties per annum. The tax base is due to be presented for
approval in November, the impact of the covid pandemic will have an impact on the tax base
for 2021/22 due to an increase in the demand for local council tax support which reduces the
tax base as it is treated as a discount, in addition the impact of non collection in the current year
will have an ongoing impact to 2021/22 and this too be reflected in the position.

As part of the financial support offered to Local Government there is the option for 2020/21
collection fund deficits to be phased over three years. Local tax income (council tax and business
rates) is collected by the billing authority and paid into the local collection funds. Where there
is a shortfall in tax receipts in any financial year compared to the level expected, this can lead
to a deficit on the collection fund which should usually be recovered the following financial year.
As part of the financial support to local government the government has proposed a scheme
whereby repayments to the collection fund to meet the 2020/21 deficits could be phased over
a three-year period to mitigate the immediate pressures on the revenue budgets in the short
term. The impact of collection fund deficits will fall to the main precepting bodies, Parish and
Town Councils are already protected from the impact of collection fund deficits as any deficit
relating to the parish share is the responsibility of the billing authority.

The level of council tax discounts has a direct impact on the net collectable council tax and
therefore income that is received in the general fund. The Local Council Tax Support Scheme
(LCTS) is essentially a discount that supports those households and individuals that are on low
income.

SALES, FEES AND CHARGES — Income from sales, fees and charges from the provision of services
continue to be an essential source of funding for local authorities. These include income from a
number of demand led services for example, car parking, planning and building control and
waste services. The impact of Covid 19 on the demand for these services has had a significant
impact in the 2020/21 financial year and whilst it can be assumed for budget setting purposes
that these services will recover, the timescales for these is not certain. The forward financial
projections allow for annual increases to fees and charges in line with the current fees and
charges policy®. The general principles of the policy are annual increases of RPI plus upto 2% to
cover the cost of service delivery.

The update financial forecasts will be informed by estimates of all of the above financial
resources and this is included in section 4.

3 Fees and charges policy 2020/21 to 2024/25 Policy Document
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4.1.

4.2.

4.3.

4.4.

4.5.

4.6.

4.7.

4.8.

FINANCIAL FORECAST UPDATE

The production of a detailed financial forecast for the position from 2021/22 onwards is very
difficult at this time. The continued uncertainty around government funding, council tax
collection, the impact of business rates retention coupled with the challenges around recovery
does make the forecasting of future funding gaps somewhat challenging.

The forecast update has been informed by the base budget for 2020/21 allowing for inflation
increases and known commitments, at this time it is difficult to forecast what the impact Covid
will have on the budget assumptions for 2021/22, for example income from sales fees and
charges, the current support scheme from the government is only confirmed for the current
financial year.

Some of the impacts in the current financial year can be expected to continue and therefore the
future budget will be updated to reflect these, the following provides some commentary around
the more significant impacts compared to the current financial year that have been taken into
account when arriving at the forecast funding gap and size of the budget challenge that needs
to be mitigated.

INTEREST RECEIVABLE AND PAYABLE — The Bank of England made two cuts to the UK Official
Interest rate over a period of weeks in March 2020 in response to the Covid 19 virus from 0.75%
to 0.1% where the rate has remained since that time. This has in return reduced the amount of
investment income received on the Council’s investments. The forecast impact in the current
financial year is expected to be £110,000 and it would be prudent to assume that this will
continue for 2021/22.

The borrowing requirements for the Council continue to be undertaken in line with the treasury
management strategy and due to slippage in the capital programme some of the planned
borrowing will be re-profiled to 2021/22 and 2022/23, this is therefore expected to reduce the
forecast interest payments in 2021/22 and overall is expected to mitigate the impact of reduced
interest receivable. However planned capital programme that is assumed to be funded by
borrowing will be incurred resulting in additional borrowing costs compared to the current
financial year, which is currently estimated to be £120,000.

MINIMUM REVENUE PROVISION (MRP — allowance in the revenue account for the repayment
of debt incurred for capital expenditure) — The MRP is set annually taking into account planned
capital spend within the approved capital programme, due to the capital programme covering
more than one financial year the future MRP budgets can be projected. An initial review of the
capital programme taking into account slippage in the timing of the schemes will delay the
commencement of the MRP and based on current assumptions, this assumes additional MRP
of £163k compared to the current year.

PAY AWARD AND PENSIONS — The 2020/21 budget assumed an annual increase in the
employee pay award of 2% per annum. The actual award for 2020/21 was 2.75%, the impact in
future years of this is in the region of £100,000 per annum which has been factored into the
forward projections. Forecasts for 2021/22 onwards assumed pay awards of 2%. The nature of
the Local Government Pension Scheme cost for the Council means that there is an employer
contributions payable on actual employee costs incurred in the year as well as a lumpsum
element. The lumpsum element is set for three financial years and for 2021/22 represents
growth of £135,000 compared to the 2020/21 based budget.

COUNCIL TAX — As flagged earlier as part of the resources section, the impact of covid has
increased the demand for local council tax support and thereby reduce the amount of council
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4.9.

4.10.

4.11.

4.12.

tax collectable, furthermore the impact of reduced collection will reduce the borough councils
element of council tax collectable for budget purposes. Rates of unemployment will continue
to have a direct impact on the level of demand for the council tax support scheme, again
reducing the net collectable amount of council tax income. The governments support of
allowing collection fund deficits means that the impact can be smoothed over a number of years
to mitigate the impact in 2021/22. As part of the budget process a prudent estimate for
additional council tax income for the coming financial year would be made informed by
increases in the tax base as well as increases to the band D equivalent council tax. Previously
the future budget forecasts have allowed for annual growth of the tax base of 500 band D
equivalents plus the maximum allowable increase of £5 (band D) council tax for the borough
element of the council tax. This would generate in the region of £231,000 additional income per
annum compared to the prior year. Due to the impact on recovery of council tax and increase
in demand for council tax support, these have both reduced the level of tax base growth for the
coming year and therefore a prudent estimate of £145,000 has been factored in to the financial
forecasts for council tax income for 2021/22 on the assumption of maintaining the current tax
base (29,048) and the £5 increase in the borough element of the council tax. Due to the
unprecedent impact on the tax base position and the financial forecast it would be prudent to
allow for a transfer from general reserves to offset the shortfall in the collection in the 2021/22
financial year which could be in the region of £90,000.

EXTERNAL GRANT AND FUNDING — The 2020/21 finance settlement was a roll over of the prior
year, at this time following the announcements of the deferring of the fair funding review and
business rates review the forecast for 2021/22 has assumed a further rollover of the 2020/21
finance settlement. This is expected to deliver some additional funding compared to what had
previously been anticipated under continued funding reductions, and a small increase
compared to the current year of approximately £30,000 In addition, assuming there is a further
year of the new homes bonus legacy payments, whilst this will deliver funding for 2021/22 for
a further year, based on the indication of the tax base forecasts for 2021/22 there will be no
“new” NHB and only legacy payments for 2021/22 which is £195,000 less than 2020/21.

BUSINESS RATES — The base budget for the 2020/21 budget had assumed some continued levels
of growth from business rates for the financial year. The impact of Covid on business rates
income for future years is difficult to predict, whilst the extensions to reliefs and grants that
have been available in the 2020/21 financial year have sought to mitigate some of the impact,
it would be prudent to assume that there may be some direct impact in 2021/22. The updated
forecasts assumes a reduction of £250,000 compared to the current financial year. The Council
does continue to hold a collection fund earmarked reserve that can be used to smooth the
impact between financial years of fluctuations in business rates, however this does not provide
a sustainable solution in the medium to long term.

NET COST OF SERVICES — As part of the detailed budget work, the service budgets for income
and expenditure will be pulled together taking into account inflationary increases for both
expenditure and income. Fees and charges income will be increased in line with the fees and
charges policy which allows for annual increases of RPI plus upto 2% with the aim to recover
costs. For 2021/22 the RPI rate of 1.1% has been used which will see increases in fees and
charges of upto 3.1%. The detailed income estimates will inform the detailed budget workings
to be presented as part of the budget report in February 2021 which will also be informed by
the latest assumptions for service demand and also taking into account covid.

At this stage the impact of inflationary increases for both spend and income have been assumed
to mitigate each other unless there are known additional budgetary pressures for which
proposals to reduce the impact to the bottom line will need to be considered. This could include
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further savings and additional income proposals being factored into the medium term forecast
and use of reserves in the short term to smooth the impact. Such additional pressures at this
time include additional waste disposal costs, additional external audit fees or which further

work and review is due to be carried out.

4.13. SUMMARY - After allowing for the factors above the following table summarises the current

forecast gap for 2021/22.

Updated Financial Forecast 2021/22 £000
2020/21 Budget Gap 150
+ Interest Income Receivable and Interest Payable 180
+ Minimum Revenue Provision 165
+ Employee Costs (Pay award and Pensions) 235
- Council Tax (145)
+ Financial Settlement — Revised Forecasts 115
+ Business Rates 250
Forecast Financial Gap 2021/22 950

4.14. Detailed work on the 2021/22 budget has already commenced with the Management Team to
critically review budgets and look at options to reduce the forecast gap for 2021/22. The key
themes for the MTFS are included at section 8 and these will be the priorities to be taken

forward for reducing the future budget gap.
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5.1.

5.2.

5.3.

5.4.

5.5.

5.6.

5.7.

5.8.

5.9.

5.10.

HOUSING REVENUE ACCOUNT

Since the introduction of self-financing in 2012, the HRA business plan has continued to be
challenged by a number of changes. Right to buy discounts have increased, rent-setting policy
has changed and other future new proposals affecting the HRA have been announced and are
in the process of being consulted on. Recently the impact of covid on the HRA has seen an
increase to the level of arrears as the financial impact of covid continues to make debts more
difficult to collect.

The recent strategy for the HRA has been to keep the HRA reserves levels sufficient in order to
mitigate any loss of revenue. The Council continues to be prepared for further reductions in
resources available to manage, maintain, improve and add to its housing stock and further
managing the implications from the stock condition survey.

Community Housing continues to review of all of its revenue spending to look at where savings
can be made. The Capital programme, which is funded partly by contributions from revenue, is
monitored regularly during the year and is reviewed in detail to update the position of the
2020/21 budget.

Since the full stock condition was carried out in 2017/18 the HRA has continued to see increased
capital programme on the stock and as a result the stock condition has improved, and repairs
and maintenance demand has greatly reduced.

Additional borrowing currently maintains the affordable housing programme to comply with
the right to buy agreement. The requirement is to use retained receipts within three years of a
dwelling sale, to support up to 30% of the scheme cost of replacement homes. A consultation
from Central Government with Local Authorities was completed to consider introducing flexible
options in the future to help spend Retained receipts. This consultation closed in October 2018
and no further guidance has been provided following submission.

The majority of fees and charges relating the Housing Revenue Account have been increased in
line with the corporate formula adopted by the Council, RPI + 2%, to close the gap in terms of
recovery of costs.

RENT SETTING POLICY - The Welfare Reform and Work Act 2016 introduced a 1% reduction per
year for four years to social housing rents starting in April 2016 with 2019/20 being the final
year subject to 1% rent reductions. From 2020/21 onwards rent setting is based on increases of
CPl + 1%. For 2020/21 this equated to 2.7%, on both social and affordable rent in line with the
new Rents for Social Housing policy for 2020/21.

RIGHT TO BUY DISCOUNTS AND RETAINED RECEIPTS - Right to buy discounts have increased
since the introduction of Self Financing, the maximum discount increases each year based on
the consumer price index (CPI). The business model has been amended to incorporate this
change.

The HRA is still part of a retention agreement, where the HRA can retain receipts, to support up
to 30% of the cost of replacement homes if incurred in a three-year period. If retained receipts
are not used, the Council is liable for repayment of the receipt plus interest, so it is important
to monitor and project RTB sales and RTB receipts in order to plan for their appropriate use and
mitigate any repayment liabilities.

Great Yarmouth Borough Council have set out a plan and ambition to use retained receipts to
develop affordable council housing and to further increase the supply of affordable housing
using a combination of four options:
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5.11.

5.12.

5.13.

5.14.

5.15.

e Grant contribution to Housing Association development
o Development of new build homes

e Purchasing empty homes on the open market

e Purchase of suitable properties on the open market.

HRA DEBT CAP SUMMARY - In 2018 it was announced that in order to help solve the ‘housing
crisis’, the Government would scrap the borrowing cap limitations on how much councils can
borrow against their HRA Assets. The budget stated that the HRA debt cap would be removed
with immediate effect and the new determination came into force on 30 October 2018. The
Great Yarmouth Borough Council’s HRA has previously been subject to a borrowing cap
limitation of £89 million. Following the removal of the borrowing cap, the Council is now able
to borrow above its original borrowing limit but must remain within its own affordability.

The Council continues to actively review the best way to utilise the additional borrowing
capacity within the HRA, to deliver further affordable homes within the Borough. The council
plans to utilise revenue savings to finance additional borrowing within the HRA, along with the
use of accrued 1-4-1 receipts, which may have otherwise been repaid to government along with
the relevant interest.

Overall, the aim is to increase the levels of new housing within the existing housing stock, and
to increase net rental income received. The HRA continues to model the implications to the
housing business plan, as well as identifying potential sites for the delivery of additional
housing. Increased borrowing for the HRA will need to be able to demonstrate affordability and
informed decisions taken to understand the longer term impact to the HRA funding.

There are two key strands to the Councils HRA investment plans:
Maintaining and improving the housing stock;

New Affordable council housing, including new housing to replace sales under RTB in line
with Government guidance.

The plans are prepared over the medium term and are reviewed and updated annually. Future
investment decisions will be based on local decision making and local knowledge of the
condition of the stock and the components.
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6.1.

6.2.

6.3.

6.4.

6.5.

6.6.

RESERVES

This section provides an overview of reserves held by the Council along with the strategy
approach to the use of and replacement of reserves.

The Policy Framework for Reserves is reviewed annually alongside the setting of the annual
budget. The Council holds a number of useable reserves both for revenue and capital purposes
which fall within one of the following categories.

General Reserve

Earmarked Reserves (General Fund and Housing Revenue Account)
Capital Receipts Reserve

Housing Revenue Account Reserve.

The General Reserve is held for two main purposes - to provide a working balance to help
cushion the impact of uneven cash flows to avoid temporary borrowing and as a contingency to
help cushion the impact of unexpected events or emergencies. It is this latter reason that will
see a use of the general reserve in 2020/21 due to the impact of Covid 19 and the financial
impact in the current year that is not currently due to be covered by government support unless
there are further funding allocations.

As part of setting the budget each year the adequacy of all reserves is assessed along with the
optimum level of general reserve that an authority should hold. The optimum level of the
general reserve takes into account a risk assessment of the budget and the context within which
it has been prepared including the following factors:

sensitivity to pay and price inflation;
sensitivity to fluctuations in interest rates;

the level of savings that have been factored into the budget and the risk they will not be
delivered as anticipated, both level and timing;

potential legal claims where earmarked funds have not been allocated;
emergencies and other unknowns;

impact of demand led pressures which impact on both income and expenditure;
future funding fluctuations;

level of earmarked reserves held;

a level of general reserve that is within 5% to 10% of net expenditure.

Afinancial assessment is made of all the factors to arrive at a recommended level for the general
reserve, which for the 2020/21 financial year was assessed to be £2.8 million.

The general reserve balance at 1 April 2020 was £3.49 million, based on the latest financial
monitoring position taking into account the immediate impact of Covid, the balance at 31 March
2021 is expected to be £2.8million, ie still within a reasonable tolerance of the recommended
balance, although the ongoing impact of Covid may require further transfers from the general
reserve in 2021/22 to mitigate the impact. The medium term financial strategy would seek to
replace use of the general reserve over the next two to three years.
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6.7.

6.8.

6.9.

6.10.

6.11.

6.12.

6.13.

6.14.

6.15.

EARMARKED RESERVES provide a means of building up funds to meet known or predicted
liabilities and are used to set aside sums for major schemes, such as capital developments or
asset purchases, or to fund restructurings as part of invest to save proposals. Whilst earmarked
in nature until the amounts are budgeted to be taken from the reserves, commitments have
not yet been made from these reserves. Earmarked reserves can also be held for service
projects and business units, which have been established from surpluses to cover potential
losses in future years, or to finance capital expenditure. Earmarked reserves also provide a
mechanism to carry forward underspends at the year-end for use in the following financial year
where no budget exists.

For each earmarked reserve a number of principles should be established:
the reasons for, or the purpose of the reserve
how and when the reserve can be used — short to long term
procedures for the reserve’s management and control.

The establishment and use of earmarked reserves is reviewed at the time of budget setting,
throughout the year as part of the budget monitoring processes and also as part of the year-
end reporting. Review of earmarked reserves throughout the year takes into account the
continuing relevance and adequacy of the reserve and also the level of the general reserve.

An updated reserves statement is included at Appendix A. This reflects the latest position for
the use of all reserves in the current and future financial years where known. There is still some
uncertainty around the exact timing of the use of a number of the reserves, for which some are
held as a contingency to mitigate a potential liability although the timing and likelihood of this
is dependent upon future events.

The following provides a commentary on some of the more significant reserves that the Council
currently holds and maintains:

INVEST TO SAVE — This earmarked reserve provides resources to fund one-off/upfront costs for
projects that will deliver on-going savings. Examples include, officer restructures, where one-
off redundancy or pension strain costs might be payable where a business case delivers an on-
going revenue saving within two to five years, or for an investment in IT hardware, software or
equipment or one-off costs which will deliver savings through more efficient ways of working
(for example the programme of digital transformation projects). The balance at the beginning
of the year was £1.55m and the forecast balance at 31 March 2021 is £1.27million.

COLLECTION FUND NATIONAL NON DOMESTIC RATES RESERVE — This reserve is used to offset
the fluctuation in the level of retained business receipts received in the year to mitigate the
impact to the revenue account. The reasons for the fluctuations include timing of the outcome
of appeals and actual collection of rates. The balance at 1 April 2020 was £1.88 million, the
actual use of the reserve in the year will depend upon the business rates position at the year
end.

ASSET MANAGEMENT RESERVE — This reserve was established to earmark funds that will
support the provision of current and future assets, of the reserve £1.257m has been committed
to smooth the impact to the revenue account of the new leisure facility, the current forecast
unallocated balance is £183k.

All reserves, general and earmarked, will be reviewed over the coming months as part of setting
the detailed budgets for 2021/22, with a view that where commitments have not been
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6.16.

6.17.

identified and funds or reserve balances are no longer required, these will be re-allocated to
the general reserve to mitigate the impact of Covid to the Councils financial position.

CAPITAL RECEIPTS RESERVE - The Council also holds a reserve which includes the balance of
receipts generated from asset disposals. Capital receipts are generated when an asset is
disposed of and can only be used to fund expenditure of a capital nature, i.e. not for on-going
revenue expenditure. The balance of capital receipts is used to fund the current approved
capital programme. The balance at 31 March 2020 was £2.032million.

Using reserves to finance one-off spend for example in relation to projects, and where the funds
can be used to lever in other external funding enables flexibility and also does not tie up in-year
budget allocations. However when utilising reserves to fund annual budget deficits, it should be
remembered that use of reserves provides only a short-term measure to reduce the funding
gap and whilst it can be used to mitigate the impact in the short-term for example in response
to changes to funding regimes and in response to unplanned impacts eg Covid, this does not
provide a sustainable solution in the medium to long term.
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7.1.

7.2.

7.3.

CAPITAL

This section provides an overview of the current capital programme and resources available to
it for the financing of current and new capital schemes.

The capital programme is updated regularly throughout the year as part of the budget
monitoring report process. A copy of the current capital programme is included at Appendix B.

GENERAL FUND CAPITAL PROGRAMMIE - The following tables provide a summary of the current
capital programme for 2020/21, together with current forecasts for 2021/22 ahead of
consideration of new capital proposals for 2021/22 along with a breakdown of the relevant

scheme financing.

2020/21 Forecast Borrowing Grants & Revenue/ Capital
Expenditure Contributions Earmarked Receipts
Reserves

Service Area: £'000 £'000 £'000 £'000 £'000
Resources 533 533 0 0 0
Neighbourhood Management 98 73 0 0 25
Customer Services 592 592 0 0 0
Inward Investment 9,388 7,450 1,938 0 0
Housing 2,020 568 1,255 60 137
ICT 500 500 0 0 0
Property & Asset Management 4,011 3,691 220 100 0
Total 17,142 13,407 3,413 160 162

2021/22 Forecast Borrowing Grants & Revenue/ Capital

Expenditure Contributions Earmarked Receipts
Reserves

Service Area: £'000 £'000 £'000 £'000 £'000
Neighbourhood Management 102 102 0 0 0
Inward Investment 16,420 13,670 2,750 0 0
Housing 3,202 1,823 0 880 499
ICT 558 558 0 0 0
Property & Asset Management 7,377 6,377 1,000 0 0
Total 27,659 22,530 3,750 880 499

7.4. The current capital programme is funded from the following sources of finance:

7.5.

Capital Receipts — generated from asset disposals (both new and existing within the capital
receipts reserve);

Grants and contributions received from external sources including third parties and government;
Revenue — by means of making a revenue contribution to capital;

Prudential Borrowing — by means of loans made to the council by PWLB and other sources;
Internal Borrowing — by using of the council’s cash balances as opposed to borrowing externally.

Prudential borrowing to fund capital expenditure can only be undertaken when an authority
can demonstrate the need to borrow. The need to undertake prudential borrowing is
demonstrated through its Capital Financing Requirement, which is driven by the balance sheet
of the authority and takes into account reserves (including general and earmarked). Financing
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7.6.

7.7.

7.8.

costs of the borrowing are charged to the revenue account and therefore any decision to
undertake external borrowing would need to take account of the debt costs including interest
and the Minimum Revenue Provision (MRP) and overall demonstrate affordability.

As an example, if a £5m capital project is approved the revenue impact from an MRP charge to
the revenue account will be made in line with the current MRP Policy — probably over the useful
life of the asset — which would amount to £200,000 per annum (assuming a 25 year life).

If a decision is to be taken to use revenue reserves or capital receipts to finance the expenditure,
no MRP charge would be necessary, as the expenditure would be financed immediately by a
revenue contribution to capital.

HOUSING REVENUE ACCOUNT CAPITAL PROGRAMMIE - The following provides a summary of
the 2020/21 and 2021/22 capital programmes for the HRA along with the financing of these
programmes.

Summary of the Housing Revenue Capital Programme

7.9.

7.10.

Budget Borrowing Revenue Capital Receipts
Expenditure
£'000 £'000 £'000 £'000
2020/21 18,105 8,730 7,087 2,288
2021/22 13,080 4,100 6,848 2,132

As part of the 2021/22 budget process capital bids will be considered for approval. Bids will be
prioritised in line with the priorities of the business strategy and those that report the delivery
of future efficiencies, savings and growth. In addition, as flagged earlier the digital strategy
remains a priority and therefore these proposals will be considered internally via the IT
Investment group ahead of releasing the funds from the IT capital programme.

Significant capital schemes may be brought forward for approval outside of the annual budget
setting process for example Future High Street Fund and Town Deal funding. These are two
significant programmes of work that are seeking externally funding to deliver wider
regeneration schemes within the borough. As these schemes progress
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8.1.

8.2.

8.3.

8.4.

8.5.

8.6.

FINANCIAL AND BUSINESS STRATEGY

This section outlines the short to medium term priorities to reduce the forecast deficit. The
preceding sections set out the updated financial forecast and some of the context within which
the forthcoming budget setting will be set.

Despite the lack of certainty around future funding levels, the Council’s strategy must continue
to look for opportunities to maximise income through growth in homes and businesses and the
associated return that these will deliver through council tax and business rates, along as the
wider benefits of growth. It must continue to take advantage of new funding streams, including
one-off funding where there is a direct benefit to the Borough that will support this growth for
example through the future high street fund and towns fund, and also proactive opportunities
to seek funding locally through the pooled business rates fund and Local Enterprise Partnerships
which align wider objectives to the delivery of local growth and also other funding partners for
example Homes England, Sport England and Heritage funding streams.

At the same time, it should also continue to ensure that it is operating in the most efficient way
to identify and deliver saving opportunities.

The following outlines in more detail the key themes of the financial and business strategy.
Each of the themes should not be seen in isolation and where applicable should support other
themes in the overall delivery:

STRATEGIC ASSET MANAGEMENT — The Council holds a significant asset base, some are directly
used for the provision of services and others that support the wider priorities within the plan.
Some assets for example commercial properties deliver a return to the Council from rentals and
lease payments. In the same way that these properties are reviewed in terms of the financial
return to the Council, other assets that are utilised in the delivery of services should be reviewed
to ensure that they too support the delivery of services and the wider priorities within the plan.
Regular review all Council's asset holdings to ensure that income streams are being maximised
and costs minimised should be a continued focus of the work to identify development
opportunities, new investment or recognise assets which are under performing for potential
disposal, with a view to adding value to strategic assets. The key aim is to identify the most
efficient way to utilise the Council’s assets and maximise the return that the Council receives
from them. Delivery of this theme is informed by the Asset Management Strategy and will also
cover opportunities to grow the asset base and demonstrate linkages with external funding
opportunities and grants. To support this theme it is important that the Council has the correct
policies and tools in place that are aligned and support effective and timely decision making in
respect of assets. The Acquisition and Disposal Policy has been reviewed to ensure that it is
aligned to the Use of Retained Right to Buy Receipts Policy which was updated in 20194 A
revised Acquisition and Disposal Policy is attached at Appendix C to clarify that the Council will
undertake acquisitions using Retained Right to Buy Receipts in accordance with the Use of
Retained Right to Buy Receipts Policy and the delegations within that policy.

ECONOMIC AND HOUSING GROWTH — As flagged earlier in the document income from homes
and businesses within the borough provides an essential source of income to fund the provision
of local services. A key aim must be to maximise income from housing and business rates
through enabling growth and retaining existing baselines. With an expected greater reliance
on income from business rates locally in the future it is important to enhance and protect
funding from business rates. There needs to be opportunities to encourage new growth in the

*Introduction of price limit of £350,000 for the acquisition of homes to meet specific needs for adaptation and
amending the payback for all acquisitions to 40 years.
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8.7.

8.8.

8.9.

8.10.

Borough, including the enterprise zones and other areas. This will also support new housing
growth which will deliver one of the main sources of funding for services from the collection of
Council Tax. The Council already has mechanisms in place to support the priority to maximise
housing growth both within its own stock through the Housing Revenue Account and also the
wider delivery of homes through its company, Equinox.

Optimising the Council tax base continues to be the means by which Council Tax income can be
maximised. This could be through growth in property numbers, increased collection and
reductions in discounts and through proactive work to ensure that all eligible council tax
properties are identified. It is recognised that there are factors outside of the Councils control
in terms of managing collection for the 2020/21 financial year due to the covid pandemic,
however the longer term delivery of new homes and bringing homes back into use continue to
be a priority and recently has seen additional funding allocated to the capital programme to
support this aim.

PROPERTY INVESTMENT AND COMMERCIALISATION — This theme is closely linked to the
strategic Asset management priority, but also seeks to identify other external opportunities for
investment in properties to achieve either an income stream or improved returns on
investment. These would not necessarily be for investment purposes alone but seeks to
regenerate areas which may require up front regeneration funding interventions, with a wider
opportunity and growth potential.

Opportunities could be indirect through treasury management property investments or direct
delivery by the Council or through an appropriate vehicle. These could support, for example,
regeneration within the Borough to deliver growth and linkages to the economic growth theme
as detailed above. Any direct investment would be subject to a business case, taking into
account all risks and the full revenue implications (including borrowing costs). Currently these
opportunities are identified as part of the current asset management plan or proposals taken
forward by the appropriate decision making process.

TECHNOLOGICAL INVESTMENT — In response to Covid and the shift almost overnight to some
services being delivered remotely the Council has responded well and adapted to utilise
technology in a more efficient way. Whilst the speed of some of the changes has meant that
detailed implementation plans could not be followed, for example the shift to virtual meetings
both internal and external by the use of Microsoft teams and zoom, has seen users internally,
both members and officers adapt to a different way of working. There is further opportunity for
the enhancement and development of IT to ensure efficient and effective service delivery. The
Digital Strategy was approved in October 2019 and identified three strategic aims of Digital
Services, Digital Communities and Digital Workforce. The three aims are supported by the
following objectives:

A. To make our service provision more efficient via automation, reducing duplication of effort and
reducing manual intervention.

To increase the quality of our service, by increasing speed, reliability and consistency.

Increase data sharing across services

Create a single view of residents, land and property

To promote Great Yarmouth as a great place to live, work, do business and visit.

To improve the accessibility and availability of our services.

To provide up to date always available information online for our customers

To have a workforce that has the right information, equipment, systems, training and confidence to

IOMmMONO®

do their job in a digital workplace.
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8.11.

8.12.

8.13.

8.14.

The strategy included an action plan which has been refreshed and included at Appendix D.
There are further opportunities for technological investment including system development to
improve access to services, flexible working and digital by design. The current capital
programme includes approved funding for ICT investment of £779k, proposals for investment
although there will be a requirement for further funding, these will be subject to business cases
which will also identify future efficiencies. This MTFS is seeking the earmarking of a further
f£1million for capital investment in IT subject to business case to expediate the digital strategy
(see section 8.14 also).

PARTNERSHIPS - Creating efficiencies through collaborative working with others. Identifying
opportunities must continue at a local level with partners and other organisations, ensuring that
realistic and deliverable benefits are achieved. In addition, a strengthened approaches to
working with communities and partners in the voluntary sector to;

° Drive better outcomes for local residents;

. Reduce avoidable demand on council services;

. Secure investment to drive new partnerships with partners and communities to
deliver corporate ambitions;

. Make better use of council assets and resources to offer greater social value to

local communities and to develop a partnership approach with public sector
partners to working with communities across the borough.

GYBC OPERATING MODEL - It is essential that the Council is effective and efficient. This is one
of the four strategic priorities of the Plan. The key to this is the operating model by which the
services are delivered to the residents and businesses of the borough. The Council must
continue to ensure that the model for delivery of services is the most efficient and effective,
providing good value for money and that this is challenged where necessary. Including the
review of the joint ventures that are in operation.

There are various strands to considering what the right operating model is for the Council and
these will continue to drive efficiency and saving:

8.14.1. Organisational Development Strategy — This work is ongoing and provides an opportunity to

continue to review service delivery and the strategic capacity of the organisation. This focuses
on the people resource and ensures that the Council has the right people with the right skills,
that decisions are taken in the right place, at the same time empowering staff and Members to
challenge and drive forward transformation initiatives, being clear on the benefits they will bring
and being accountable for their delivery.

8.14.2. Digital Strategy — Whilst technological investment is a key theme in itself the digital strategy

provides the framework that will support the wider investment. With an ambition to become
more efficient via automation, reducing duplication of effort and manual intervention the action
plan supports this work to provide an on-line service for residents, businesses and visitors that
is supported by a seamless transfer of data in the back office and ensuring that staff have the
ability to work in the most effective way with the appropriate tools, support joined-up working,
and mobile solutions. Ensuring that investment in services are aligned to the digital strategy that
has been adopted. Furthermore building on the work and progress that has been made since
March 2020 when all Local Authorities were forced to re-think the provision of services to their
residents in a covid secure and predominantly digital way. As the Council has adapted to new
ways of working this has highlighted some of the issues with the current IT systems and the
limited ability to shift to a remote way of working for staff and to provide on-line services. The
digital strategy had previously highlighted the need for some of the back office system upgrades
and reviews for example the housing system for which the implementation is underway, other
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systems include the planning, environmental services and licensing system for which initial
business cases have been produced and presented to the ITIG (Information Technology
Investment Group) for consideration. Still need to have a wider review of the digital strategy to
ensure that priorities are still applicable and whether we need to re-priortise to identify those
investments that will deliver the benefits including cashable savings.

8.14.3. In order to accelerate some of the ICT investment required within the digital strategy,

members are being asked to consider approving an additional £1million to the capital
programme to be used to fund IT investment business cases that are brought forward to the ITIG
for consideration and support ahead of release of the funds from the capital programme. The
business cases will cover the need for the investment along with the benefits to the business
and also efficiencies. As a guide this level of investment would have an impact of in the region
of £40,000 per annum to the revenue account although it is anticipated that this would be more
than offset by the cashable savings that the investment would achieve. Furthermore, the
benefits of the current way of working for example the greater use of Microsoft Teams and
remote working will deliver savings that can be factored into the base budget to reduce the
forecast funding gap.

8.14.4. Procurement and Contract Management — The council has in place a number of

contracts/arrangements for the provision of services. These make up a considerable element of
both the day to day and capital spend for the Council and therefore there needs to be robust
arrangements in place for managing these contracts, whether this is through a joint venture or
formal contract management, ensuring key governance principles are adopted including the
establishment of clear specifications for service delivery under contract arrangement, pro-active
budget and contract management of the service and ensuring value for money is being
challenged and achieved.

8.14.5. Enforcement Strategy — The enforcement board continue to provide a co-ordinated approach

8.15.

8.16.

8.17.

8.18.

toissues such tackling homes and properties which blight areas and may contribute to anti-social
behaviour.

As projects that are aligned to the above themes are progressed, the associated
savings/additional income will be quantified and factored into the budget and will be brought
forward to members for approval as part of the setting of the 2021/22 budget.

SAVINGS AND ADDITIONAL INCOME - As part of the budget work for 2021/22 officers have
been asked to put forward savings and additional income proposals for consideration as part of
the budgets work. These will be presented for approval as part of the budget reports in January
and February 2021. It is too early to put monetary amounts against the individual savings
proposals as this work is still to be concluded, however a total indicative target of £500,000
would be reasonable at this time, although these may require some lead in time ahead of the
full savings targets being factored into the base budget. These proposals will be worked upon
in the coming months ahead of consideration by Members as part of the budget reports.

USE OF RESERVES AND INVEST TO SAVE - As flagged in the earlier section use of reserves to
balance a budget provides only a short-term solution as the funds can only be used once.
Reserves can however be used to smooth the impact of funding reductions and fluctuations in
funding over the short to medium term and to allow for planning and implementing projects
and work streams that will deliver a longer-term financial benefit through reduced costs or
additional income.

Similarly, reserves can be used to fund one-off costs for projects that will deliver a longer-term
benefit, for example the invest to save reserve. The use of the reserves in this way will be
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8.19.

8.20.

8.21.

8.22.

8.23.

considered as part of the full business case for individual project proposals, taking into account
the payback period of the project along with indirect financial implications.

Due to the ongoing impact of Covid it would be reasonable to expect the financial impact to
continue into 2021/22, due to this it may be required that the 2021/22 budget is reliant on a
transfer from reserves to mitigate the impact of reduced income both from services and also
the impact of council tax collection.

PARISH COUNCIL SUPPORT — As part of approving the 2020/21 budget in February 2020,
Council agreed for a review to be undertaken on the level of concurrent function grants
awarded to Parish Councils ahead of the 2021/22 budget setting. The Borough Council is
currently providing concurrent function grants totalling £142,000 to parish councils to in the
form of grants annually. The concurrent function grants have remained the same since 2016/17.
Concurrent functions are discretionary services that can be carried out by the Borough Council
but can also be undertaken by parish councils where these exist. They cover services that are
provided in some parts of the borough by the borough council and in other areas by the parish
councils and can result in parish tax payers being charged twice — double taxation. The payment
of grants to the parishes seeks to make a contribution to the costs to mitigate this.

Due to Covid this review work has not been able to be completed and will therefore commence
over the coming months as part of the work on the 2021/22 budget.

KEY ACTIONS — From the review of the MTFS and business priorities there are a number of work
streams that are in place and these will start to deliver savings in 2021/22 and 2022/23 onwards.
Furthermore the detail of the 2021/22 budgets will be subject to challenge to identify
efficiencies and savings to mitigate future funding gaps. The continued uncertainty on the
future funding for local government and covid recovery impact presents a significant challenge,
whilst itis expected that the budget challenge work still to be completed will reduce the forecast
gap for 2021/22, there will be a need to make a transfer from reserves in 2021/22. The longer
term financial position does need to be critically reviewed to ensure that the budget remains
achievable in the medium term.

SUMMARY - The updated position above is prior to the detailed work on the budget for 2021/22
being completed, which is currently in progress to be presented to Members in February. Work
is continuing with services to identify further options to reduce the forecast gap in the short to
medium term.
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9.1.

9.2.

9.3.

9.4.

9.5.

9.6.

9.7.

9.8.

9.9.

RISK AND SENSITIVITY

This section outlines the more significant financial risks facing the Council along with scenarios
of the impact of changes to some of the assumptions.

The continuing downward pressure on external resources continues to constrain the level of
service delivery that the Council is able to provide. The annual budget and financial planning
process aims to ensure that the Council is prepared and able to respond to these pressures at
an early stage. That said, there continues to be significant pressures on the Councils budget,
both general fund and housing revenue account, and therefore decisions must be made which
take account of the overall financial position of the authority.

There is a legal requirement to set a balanced budget annually, for which the process ensures
the budget is prepared in an informed manner and may propose changes to service levels, which
may require upfront investment. Alongside approval of the budget, the level of reserves and
robustness of the estimates are factors that are considered in full ahead of approving the
budget and the council tax for the coming year. Whilst reserves can be used to mitigate one-off
funding gaps, the use of the reserves should not be seen as a longer-term sustainable option to
delivering robust budget and financial management.

The updated financial forecasts are dependent upon a number of key assumptions at a point in
time, which are not directly within the control of the Council. The most significant of these are
detailed below along with the sensitivities to the financial projections.

EMPLOYEE COSTS — As mentioned above the forecasts assume an annual pay award of 2%, the
Council is part of a national pay agreement and as a guide for GYBC, 1% equates to
approximately £90,000 annually. The base budgets allow for a turnover element from staffing
costs, which equate to approximately 1.5% per annum.

BUSINESS RATES GROWTH — Within the Local Government Finance Settlement, the Business
Rates Baseline funding is assumed to increase annually in line with inflation. Actual increases
(or reductions) will result in additional or a reduced level of income retained locally. As a guide
a 1% movement each year would result in approximately £50,000 additional income per annum
being retained.

COUNCIL TAX BASE GROWTH AND NEW HOMES BONUS — The current budget and projections
allow for no new NHB allocation for 2021/22. Increases in the tax base generate increases in
the locally collected element of the council tax, this is also dependent upon the level of
collection. The continued impact of Covid 19 on council tax collection will be reflected in the
position for 2021/22 and onwards.

REVENUE SUPPORT GRANT — The current assumptions assume a roll over of the 2020/21
funding and until the outcome of the one year comprehensive spending review is announced,
this continues to be a significant risk in terms of Local Government funding.

FUTURE FUNDING AND BUSINESS RATES — Local Authority funding from central government
continues to be under pressure with the continued shift from central government grant (from
revenue support grant) to locally generated resources including retained business rates to fund
the provision of local services. There are a number of inherent risks, which are borne locally
including, the status of properties changing, for example business premises becoming empty
and the impact of appeals and the resulting outcomes which can result in backdating of refunds.
The granting of business rate reliefs in response to the covid pandemic has assisted businesses
with rates liabilities for 2020/21, these have only been granted for the 2020/21 financial year
and therefore there is a greater risk of business rates income collection should the reliefs no
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9.10.

9.11.

9.12.

9.13.

9.14.

9.15.

longer be available. The Council holds an earmarked reserve which can be used to mitigate any
adverse impact to the Council in the short to medium term.

SAVINGS AND ADDITIONAL INCOME OPPORTUNITIES — The Council is continuing to deliver
against a programme of savings and additional income from current and previous budget
decisions. Delivery of the savings at the levels budgeted along with the identification of new
opportunities is vital to delivery of the overall budget and achieving a sustainable future
financial position. The delivery of these savings is closely monitored by ELT and Members as
part of the ongoing budget monitoring process.

SERVICE DEMAND AND INCOME - A significant amount of the revenue budget is dependent
upon income from demand led services, for example car parking, planning and building control.
The time taken for these to recover post Covid 19 will inform the detailed budget work for
2021/22 and will very much be influenced by the current status of the pandemic. The
importance of maintaining general and earmarked reserves remains essential to mitigate short
term impacts of reduced income.

INTEREST AND MRP - The revenue budget takes account of the planned borrowing and
financing of the current and future capital programmes. Slippage of capital schemes will impact
on the level of borrowing required along with the associated financing costs. In addition, as new
schemes and projects are approved this will have an impact on the associated financing costs
and will need to be considered as part of the options appraisal and business case.

FAIR FUNDING REVIEW AND SPENDING REVIEW — The announcement of the one year spending
review will inform the funding allocations for 2021/22. When the timescales for the fair funding
review are announced these will inform the future financial forecasting for Local Government.

HRA — As flagged previously the removal of the debt cap for the HRA provides greater flexibility
and opportunity for the HRA in terms of provisions of replacement and additional housing for
the HRA as well as maintaining existing stock. Additional borrowing must still be able to
demonstrate affordability and modelling and scenario planning will be undertaken to inform
future decisions. Furthermore the impact of covid 19 to the HRA most significantly in terms of
rental income and increased arrears will need to be reflected in the updated HRA business plan.

The extent to which the above factors will have an impact on the ongoing financial projections
and funding gap will vary. Some will have an ongoing impact, for example a slowing of the tax
base growth will impact in 2021/22 and future years are reduces the council tax income that
will be generated annually. In the same way an increase in the employee inflation in one year
will increase the base budget requirement moving forward cumulatively. The above risks will
be considered as part of the annual budget setting process.
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General Fund Reserves Statement - Appendix A

Reserve Opening Forecast Forecast Budgeted Forecast Budgeted Forecast Budgeted Forecast
Balance Movement  Closing Movement Closing Movement Closing Movement Closing
01/04/20 2020/21 Balance 2021/22 Balance 2022/23 Balance 2023/24 Balance
31/03/21 31/03/22 31/03/23 31/03/24
Planning Delivery Grant 62 0 62 0 62 0 62 0 62
Insurance Fund 312 0 312 0 312 0 312 0 312
DFG top-up capital loans and 350 50 400 0 400 0 400 0 400
grant fund
Restricted use grant 935 -142 792 -128 664 -40 624 -20 604
Invest to Save 1,553 -104 1,449 -176 1,274 0 1,274 0 1,274
Specific budget 192 -25 167 -27 141 15 156 -20 136
LEGI 124 -50 74 0 74 0 74 0 74
Repairs and Maintenance 302 0 302 0 302 0 302 0 302
Second Homes Council Tax 0 0 0 0 0 0 0 0 0
Waste Management 25 0 25 0 25 0 25 0 25
Collection Fund (Business Rates) 1,884 0 1,884 0 1,884 0 1,884 0 1,884
Community Housing Fund 543 -30 513 -30 483 -30 453 -30 423
Enforcement 42 0 42 0 42 0 42 0 42
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General Fund Reserves Statement - Appendix A

Reserve Opening Forecast Forecast Budgeted Forecast Budgeted Forecast Budgeted Forecast
Balance Movement  Closing Movement Closing Movement Closing Movement Closing
01/04/20 2020/21 Balance 2021/22 Balance 2022/23 Balance 2023/24 Balance
31/03/21 31/03/22 31/03/23 31/03/24
Special Project Reserve 554 -132 422 -244 178 -50 128 -26 102
Benefits/Revenues Reserve 145 0 145 0 145 0 145 0 145
Homelessness 281 104 384 -46 338 -46 292 -46 246
Treasury Management reserve 200 0 200 0 200 0 200 0 200
Asset Management reserve 1,798 -449 1,349 -802 547 -205 342 -205 137
Coast Protection 115 0 115 -75 40 0 40 0 40
Empty Business Property 100 0 100 0 100 0 100 0 100
Incentive Fund
Other Reserves 1,331 -78 1,252 0 1,252 0 1,252 0 1,252
Total GF Earmarked Reserves 10,848 -857 9,991 -1,528 8,463 -355 8,107 -347 7,760
General Fund Reserve 3,490 -652 2,838 -500 2,338 0 2,338 0 2,338
Total GF Reserves 14,338 -1,508 12,829 -2,028 10,801 -355 10,446 -347 10,099
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General Fund Capital Programme - Detail - 2020/21

Budget Expenditure £000 2020/21 Expenditure £000 ;:s:a/rzdzs
Services & Projects Rolled Forward  Approved Updated Actuals 20/21 F(;Le/czals t (Roll forward
19/20 Budget 20/21 Budget 20/21Budget year to date from 20/21)
Equinox Enterprises Limited Share Capital 533 - 533 - 533 -
Total: Executive 533 - 533 - 533 -
Childrens Playground Refurbishment 87 - 87 - - 87
Cobholm Skate Park 99 - 99 0 98 1
Wellesley CCTV 15 - 15 - - 15
Total: Neighbourhood Management 200 - 200 0 98 102
e o e S 0 s e e
St Nicholas Minster West Boundary Wall 95 - 95 - 95 -
St Nicholas car park North Boundary Wall 25 - 25 - 25 -
Rebuilding sections of Great Yarmouth Cemetry Wall - 9 _ 9 0 9 )
East Road
Crematorium Tearooms 444 - 444 5 444 -
Total: Customer Services 592 - 592 24 592 -
Health and Fitness Centre 24,509 - 24,509 1,087 8,090 16,419
The Waterways 33 - 33 29 33 -
Phoenix Pool & Gym car park extension 130 - 130 - 130 -
Winter Programme - - 905 - 905 -
Great Yarmouth Preservation Trust Loan 230 - 230 230 230 -
Total: Inward Investment 24,902 - 25,807 1,346 9,388 16,419
Disabled Facilities Grants 61 1,188 1,225 119 1,225 -
Better Care Fund Projects 6 - 53 41 53 -
Empty Homes 511 - 511 - 250 261
DFG Top-up Grants 250 - 250 - 20 230
DFG Top-up Loans 150 - 150 - 20 130
Norfolk & Waveney Equity Loan Scheme 32 - 36 - 32 4
Equity Home Improvement Loans 531 - 545 - 50 495
HMOs /Guesthouse Purchase & Repair Scheme 1,912 - 1,912 3 350 1,562
Community Housing Fund Loans 540 - 540 - 20 520
Total: Housing 3,992 1,188 5,221 164 2,020 3,202
ICT Investment to deliver GYBC ICT Strategy 384 395 779 170 500 279
Total: IT, Communications & Marketing 384 395 779 170 500 279
Public Toilet Refurbishment Programme 45 - 45 0 45 0
Footway Lighting 82 300 382 117 382 0
Gorleston High Street car park resurfacing 6 - 6 - 6 -




General Fund Capital Programme - Detail - 2020/21

Services & Projects

Budget Expenditure £000

Rolled Forward
19/20 Budget

Approved
20/21 Budget

Updated
20/21 Budget

2020/21 Expenditure £000

Actuals 20/21
year to date

Forecast
20/21

2021/22
Onwards

(Roll forward
from 20/21)

Esplande Resurfacing 331 - 296 - - 296
GY Flood Defence Scheme Epoch 2 50 - 50 - 50 -

Beach Huts 51 - 86 21 86 0
Council Chamber relocation 122 - 122 4 122 0
Gorleston Paddling Pool /Splash Pad 10 - 10 - 10 -

Beacon Park Projects 500 - 500 3 10 490
Market Place Redevelopment 4,477 - 4,477 11 1,000 3,477
North Quay Redevelopment 2,361 - 2,361 - 800 1,561
Winter Gardens 7 900 907 38 500 407
Hopton Section 106 funded playground works - - - - - -

Energy Park - South Denes 1,845 - 1,845 4 1,000 845
Total: Property & Asset Management 9,888 1,200 11,088 198 4,011 7,077
Overall Total 40,491 2,783 44,221 1,903 17,142 27,080
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Appendix D

Specific Actions

Strategic Objective - A To make our service provision

more efficient via automation, reducing duplication

Lead

Start Date

End Date

Additional Resource
Requirements

Update

of effort and reducing manual intervention.
Al
Conduct a systems review, integration and automation

Initial review of HR, Housing and EH/Lic/PIn have been

project. Reviewing all 80 systems used by council to Digital
. . . . External consultancy, looked at and decisions made that new modern systems
deliver services as end to end processes to identify Improvem . ) . .
. . Sept 19 Oct 22 Norfolk County will be required to drive the business forward. Other
and implement automations of manual tasks and ent . . . . .
Council IMT systems will be reviewed when additional resource in
integrations between systems to facilitate single views Manager position
of residents, land and property.
A2 Digital Training of IMT
. . . Improvem Jan 20 developers to work Integration server has been built with access granted by
Setup of integration and automations sever to Oct 19 s . . . . .
o . ent with integration NCC. Additional software requirements being considered
facilitate automation.
Manager server
A3
Implementation of new HR System to facilitate self- IMT ) Systems have been demo’d and Sarah Tate is considerin
p. . . y Feb 20 May 21 Procurement Officer 4 . . . &
service and electronic payslips to reduce manual Manager best options to move this project forward
intervention.
A4 Single sign on has been prioritised for all new systems in
. . . IMT . . .
Implementation of Single Sign On for most commonly Manager Feb 20 Jul 21 procurement. Other systems are being investigated with
used applications across the organisation. & Integra having work in progress
Digital
AS Im rgovem
Finance Systems review (Integra) integrations and pent Dec 19 Apr 20 External Consultant
automations
Manager
AG Digital
. . L . Improvem External Consultant
Customer Services Systems review (Civica OR, Civica pent May 20 Sep 20

DM, CRM) integrations and automations

Manager
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Appendix D

Additional Resource

Replacement of OHMS system

service, by increasing speed, reliability and

consistency.

Strategic Objective B To increase the quality of our

Manager

Specific Actions Lead Start Date End Date . Update
Requirements
A7 -
. . . . Digital
Environmental Services Review Customer Services Improvem Systems have been demo’d and business plan approved b
Systems review (Civica APP, BBits, LaLPac, EROS) P Oct 20 Jan 21 External Consultant y . . P bp ¥
. . . ent ITIG. James Wilson writing OJEU procurement documents
integrations and automations
Manager
AS Digital
. . . . . | H i t lete. Awaiti Its of di t
Housing systems review integrations and automations mprovem Feb 21 May 21 External Consultant B procure'mern °°f“.p e LT resm_; D SRS
ent meeting in writing before progressing
Manager
Digital
A9 Improvem
Planning systems review integrations and automations ent Jun 21 Sep 21 Y Reviewed as part of the new system procurement
Manager
Digital
AL0 o . . Improvem Oct 21 Jan 22 N
Property systems review integrations and automations ent
Manager
All IMT .
Jun 19 Mar 20 N Reviewed as part of the new system procurement

B1 IMT Norfolk Count Work in progress. Test units in place and working. Dates for
Replace and upgrade GYBC Local area network Operations Oct 19 Nov 20 . ¥ . et : : " =
. Council IMT offices postponed due to COVID. Awaiting new dates
infrastructure. Manager
IMT
B2 . Norfolk County Work in progress. Test units in place and working. Dates for
- Operations Oct 19 Dec 19 . . "
Replace and upgrade GYBC Wi-Fi Manager Council IMT offices postponed due to COVID. Awaiting new dates
B3 IMT
Relocation of communications equipment to improve Operations Jul 19 May 20 NCC, Updata & GYBC Work has been completed
business continuity and disaster recovery. Manager
B4 IMT
Upgrade of Crematorium connection to Fibre Optic Manager Jul13 sep 19 NCC, Updata & GYBC Uit e s el s
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Appendix D

Additional Resource

Strategic Objective D - Create a single view of
residents, land and property

D1 (C2)

Collaborate with NCC and SNDC on the single citizen
view project

Strategic Objective E - To promote Great Yarmouth as
a great place to live, work, do business and visit.

Dlgltal
Improvem
ent
Manager

-

Specific Actions Lead Start Date End Date . Update
Requirements
B5 Director of
Renegotiate NCC Shared Service Agreement SLAs Resources Norfolk County GYBC requirements added to agreement. Further
Jul 19 Dec 19 . . . .
/ IMT Council IMT discussions required to complete
Manager

Strategic Objective C — Increase data sharing across
services
c1 Digital
Implementation of integration of systems across Improvem : o
services as identified in A1 ent Sep 19 Oct 22 Integratlgr'I server has been bL.JI|t with access grant'ed by

NCC. Additional software requirements being considered

Manager

Central government funding for project has been turned
down. COVID has led to project been put on hold

Yarmouth.

El
Provision of public Wi-Fi in the Great Yarmouth lMT, Procurement has been comple'.ce.d. Worlf to be coTnF?Ieted
Market Place Operations Oct 19 Jan 20 BID Grant before December 20. Just waiting for final permissions
Manager
Digital e . . .
E2 Imbrovem NCC Initial discussions have taken place with a view as to how
Collaborate with NCC to discover and utilise LoRaWAN pent Ongoing Ongoing this can be used for GYBC. Discussions to continue
Manager
E3
Collaborate with NCC to assist with delivery of the LFFN site surveys are currently taking place by BT. Dates for
. IMT . . NCC, Updata . . .
LLFN (Local Full Fibre Network) across Great Manager Ongoing Ongoing implementation awaited
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Specific Actions

Strategic Objective F - To improve the accessibility

and availability of our services.

Lead

Start Date

End Date

Additional Resource

Requirements Update

F1 Digital
C t Cust E i f i |

onduct Customer xp.erlence. ocussed review and mprovem Sep 19 Feb 20 N Work has been completed on the website
rebrand of GYBC website and implement ent
recommended improvements. Manager
F2 ImDIrg(I)?elm
Implement end to end self-service online portals — as pent Sep 19 Oct 22 N
identified in th t i ject (Al
identified in the systems review project (A1) Manager
F

3 . . . Digital
Create a single sign on portal for customers via Imbrovem
working in collaboration with NCC and SNDC on the pent Sept 2019 Ongoing Local Digital Fund Bid
Norfolk Single Citizen Identity project integrating Manager Grant
MyAccount with Single Citizen Identity. &

Neighbourhoods
IMT Team
F4 Manager / Communications and
Deliver three community upskilling and access training . & Apr 2021 Oct 22 .
. . Neighbour Marketing Team
workshops. Including promotion of the workshops.
hoods
F> ImDIrgc:i/aelm
Integrate Civica Open Portal with GYBC MyAccount as pent Apr 20 June 20 Civica New Portal for OR installed and working
inle si ‘

a single sign on Manager

Strategic Objective G - To provide up to date always

available information online for our customers

G1
Develop and implement a continuous improvement
program for the website.

Digital
Improvem
ent
Manager

Ongoing

Ongoing

Review complete and annual schedule of audit, and address
in place.
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Additional Resource

Specific Actions Start Date End Date

Requirements

Strategic Objective H - To have a workforce that has
the right information, equipment, systems, training

and confidence to do their job in a digital workplace.

H1 Digital

Improvem
Implement service-based information dashboards pent Dec 19 Oct 21 N
utilising Microsoft Power Bl (Business Information). Manager
H2
Cozductpal rolllndg dlece ref;esh to keep t(lecshno.logy up IMT Device refresh for Year 1 of the plan has been initiated with
to date. Planned ro (?Ut to nwronme.nta. Ervices, Operations Ongoing Ongoing N devices being rolled out. Phase 2 procurement initiated
Inward Investment, Finance and Planning in Y1, Y3 Manager 09/10/2020
Customer Services, Housing, Organisational
Development and Property.
H3 Digital

. . . Improvem . .
Instil a continuous improvement cycle for GYBC ent Ongoing Ongoing N
Intranet ‘The Loop’ Manager
H4
IMT Project agreed by ITIG and now being implemented. To be

Replace current Avaya telephony solution (due to end Manager Apr 20 Dec 21 Y ! 8 ycompleted . 30/1?/2;’
of life) with a modern telephony system.
H5 . . . - . . Discussions have been held with HR to ensure that “digital”
Implement digital skills as part of job descriptions, HR Ongoing Ongoing N «kill are included within new and existing JD's
person specifications and PDR objectives g
H6 . .
Provision of ICT training courses to upskill workforce. HR Ongoing Ongoing N _
H7 . . . . . .
Facilitate digital training via online learning hub — such HR/IMT Ongoing Ongoing N (G A7E Othzgﬂf;iaetjtrammg CeltEE el
as cyber security training. :
H8 . .
Provision of BYOD capabilities via Mobile Device Ma:'r\grer March 20 Feb 21 N jlelsciees bycl(')l'rlf ?:tclgc;)w;:/lgg/l;nlplemented. e
Management Microsoft Intune. & P ¥
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PART 1 - ACQUISITIONS POLICY

1 BACKGROUND

There are a number of reasons that GYBC may wish to acquire properties. These include but are not
limited to:

e it contributes towards the provision of Council services;

e there is a direct link to improving the economic, social and environmental wellbeing of the
community;

e it leads to strategic benefits to the authority in relation to regeneration or redevelopment
proposals;

e the acquisition furthers the provision of services for the community by third parties;

e the property is already maintained by the Council (and there is an advantage in owning it);

e revenue income generation and/or capital growth, and local community benefit purposes.

2 PURPOSE OF POLICY

This policy has been written to allow for the variety of circumstances which may lead to GYBC acquiring
properties.

3 POLICY AIMS

This policy is written to encompass all housing assets commercial properties and land. Regardless of
tenure there are general principles of due diligence which need to be applied and the process included
in this policy creates a gateway system which allows officers freedom to act with agility in the
marketplace and gives members the comfort that actions are well thought out, proportionate and
controllable.

Each potential acquisition will be assessed on a case-by-case basis and in line with the acquisition
criteria set out in this policy; considering the financial implications of the acquisition and the relative
merits in value for money terms.

A proposed acquisition will only be progressed if the criteria are met and the relative financial benefits
can be demonstrated based on the following principles:

4 RELEVANT LEGISLATION

Section 111 of the Local Government Act 1972 gave local authorities the power to do anything “which
is calculated to facilitate, or is conducive or incidental to, the discharge of any of their functions”.
When using this power, a local authority would need to identify which of their functions an activity
was ‘incidental’ to.

This situation was relaxed in the Local Government Act 2003, which permitted local authorities to
pursue certain forms of commercial activity through a company structure. This was subject to
statutory guidance for the use of trading powers.

The General Power of Competence, introduced by the Localism Act 2011, permits a local authority
exercising the general power: .... to do it in any way whatever, including— (a) power to do it anywhere
in the United Kingdom or elsewhere, (b) power to do it for a commercial purpose or otherwise for a

www.great-yarmouth.gov.uk — Acquisition and Disposal Policy



http://www.great-yarmouth.gov.uk/

charge, or without charge, and (c) power to do it for, or otherwise than for, the benefit of the
authority, its area or persons resident or present in its area. This would mean that a local authority
would have to set up a company to manage property purely for financial gain. But as mentioned, most
authorities hold and manage commercial property as an adjunct to other functions

5 PROCESS

This document sets out a Gateway procedure for acquisitions. This is an industry standard
methodology for controlling expenditure at member level at timely and proportionate intervals whilst
allowing officers to progress work with levels of delegated authority. Please see the related flowchart
of the process at Appendix 3. Points below describe the actions on the flowchart as per the
numbering. In some cases, reflecting the specifics of the acquisition and committee approval, not all
actions/sequence of actions will be completed.

Actions 1a & 1b: Dependent upon the nature of the project , the relevant committee shall approve
the acquisition/objectives of the acquisition programme, the financial parameters and any other
pertinent criteria (such as partnering arrangements, timescales etc). Following committee approval,
delegated authority shall be passed to the appropriate Heads of Service or Directors in consultation
with the S151 Officer.

Actions 2, 3 & 4: Following approval, officers will run a financial appraisal based on best estimates
and desktop research. For example agreed financial parameters are set within the appraisal model.
Values and market rent information are taken from existing comparable data. Build costs and
professional fees are set at generic, generous, broad-brush levels at this early stage. The asking price
is used as guidance for a purchase price.

At this early ‘no cost’ stage, it will be quickly apparent whether the scheme merits further investigation
or should be stopped before incurring abortive costs. Should the scheme merit further investigation,
the officer will discuss with the Head of Property and Assets/Housing Director or another responsible
officer appointed by them, who decides whether to take the scheme forwards.

Action 5: This is Gateway 1. The relevant officer presents the scheme to the appropriate Director.
They should have a file of evidence of the data used to enable an informed decision to be made on
whether to proceed. This gateway will release a small amount of abortive budget to refine the
business case with professional input. Suggested fees are up to £10,000 to cover the costs of
architects, planning consultants, cost consultants, lawyers as required for high level input.

Actions 6 & 7: Due diligence is undertaken based on the additional information obtained at action 5
to refine the appraisal. The refined appraisal is reported to the relevant S Director and permission
sought to make a conditional offer, Subject to Contract. This is Gateway 2.

Action 8: Once those conditions (for example a full survey or report on title) have been met, the Head
of Property and Assets/appropriate Director, if comfortable, would be in a position to authorise
purchase. This is Gateway 3.

Action 9: Full budget is released. Contracts can be exchanged and completed on the property and
any works packages can be authorised. At this point, the chairperson of the relevant committee
should be informed by email of the successful purchase.

At each Gateway, an appraisal signature should be sought from Housing or Assets as applicable and
Finance to show consultation across the relevant affected departments and independent checking of
the financial appraisal.
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Should an acquisition not fit within the parameters but still meets strategic objectives, it is
recommended that after Gateway 1, it is taken to the relevant committee for a decision as to new
parameters.

6. USE OF RETAINED RIGHT TO BUY RECEIPTS

In relation to all acquisitions acquired by the Council to be held in the Housing Revenue Account or
General Fund and funded through the use of Retained Right to Buy Receipts, decision making and
delegated authority is set out in the Use of Retained Right to Buy Policy.

7. USE OF COMPULSORY PURCHASE ORDERS

The Council’s approach to the use of Compulsory Purchase Orders (CPOs) will be set out in a separate
policy. CPOs may be considered when the Council needs to acquire a property from a freeholder or
leaseholder, or the tenant(s) of a freeholder or leaseholder, for the purpose of carrying out of
development, redevelopment or improvement on or in relation to the land. Such acquisitions will be
carried out in accordance with the requirements of CPO requirements and the CPO Policy.

8. RISKS
Risks to be considered and mitigated in any proposal include:

. Acquisition Risk — there is always the potential for a downturn in the property market at
some point in the future which could impact on sales receipts if and when an acquisition
is disposed of.

) Due to the nature of the property market, decisions may need to be taken quickly in
order to put offers forward. Offers, where appropriate will be subject to conditions and
will be subject to due diligence being undertaken before proceeding to acquire. Agility
will need to be built into any request for authority to proceed.

. Cost Risk — abortive costs, including legal costs, survey fees, and officer time all may be
incurred in abortive transactions including costs for initial feasibility investigations.
These costs are inevitable as acquisitions are part of the ongoing strategy for the Council.
The proposed process reduces these costs to the minimum for the longest possible
period. However, in a rising market or market with increased competitive activity from
smaller property companies, the Council could be one of several bidders for any good
quality assets available in the Borough. It is likely that the Council will be an unsuccessful
bidder on a number of occasions. The Council need to be aware of this possible outcome.
This ‘competition’ could be a measure of success in relation to some policy objectives
for acquisitions.

. Lack of suitable sites - The local property market is restricted and is dominated by assets
that may not be good quality. There may therefore be a shortage of suitable stock in the
Borough.

. Property Market risk - property is an inherently riskier asset than other asset classes
because of its physical characteristics, which need to be managed and maintained. This
is ideally compensated by increased returns. However, the property market is not a
certain market and the Council may not achieve target returns if market conditions
significantly worsen.

. Void Risk - close management of the asset portfolio is critical to the success in delivering
additional income to the Council. The existing arrangements will be extended to cover

these assets and marketing of the assets in a timely and efficient manner is crucial. Long
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term voids will have an impact on the overall revenue budget with no income to offset
the costs of owning a property. It is therefore important to monitor the level of voids
over the entire portfolio, with an allowance being made for this within the financial plan.

. Refinancing Risk - the Council exposure to increasing debt will need to be considered as
part of its Treasury Management function and will be reviewed annually. Therefore
when assessing investment opportunities we will use appropriate timescales for
repayment.

. Liquidity Risk — property is an inherently illiquid asset that yields higher returns on long-
term investment. This means that funds are not easily accessible once committed.

o Many investment transactions happen prior to even coming to the market. Information
is vital and getting to know about properties for sale is important. This can be done
through contacting property owners and agents in the Borough proactively.

A thorough legal, financial and practical due diligence process will help to mitigate these and other
property specific, risks. The Council will robustly evaluate risks of acquisitions on each occasion in
order to act in the best interests of its Council taxpayers.

9. FINANCIAL CONSIDERATIONS

Factors to be considered with any investment at an early stage are: Available budget, available cash
flow, ability to cover capital costs of investment and revenue costs of interest payable and the
ownership costs of the property.

Internal rate of return (IRR) is the interest or inflation rate that yields a zero Net Present Value. The
Council will in accessing the viability of an acquisition for the asset seek to deliver an internal interest
rate that as a minimum meets the cost of borrowing whilst factoring in any additional risk which should
be reflected in the IRR. In some cases, an acquisition will not meet this criteria, but the reason for this
will be justified in relation to the achievement of other Council objectives and explicitly referenced in

the Committee request for approval of the project.

Therefore, a low risk investment would only be required to repay the borrowed capital and the
interest, so an IRR of 3% would be sufficient. For higher risk investments such as build for sale housing
development, the IRR should be higher reflecting borrowing costs plus the price of the additional risk,
such as values dropping, slow sales, competitor schemes, cost inflation etc. This is known as Risk
Premium. In some cases, reflecting the particulars of the asset and which service will own it, there is

no requirement for an acquisition to repay debt but only to service interest costs.

It will be for officers to recommend an IRR in the initial report and for members to approve or revise

at Stages 1a & b (see appended process).

10. DELEGATED DECISIONS

Under this policy the power to approve a programme of acquisitions dependent upon the level of

capital expenditure, may sit with the appropriate committee (up to that Committee’s expenditure
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limit) but most commonly with Policy and Resources Committee.

Once a specific programme of acquisitions is approved by members (1a & 1b), delegated authority is
given to key officers within the Council to authorise expenditure within the limits set by the

programme:

11. MONITORING AND REVIEW OF THE POLICY

The policy will be monitored and be subject to review every two years unless there is a fundamental
change of legislation.
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THE DISPOSAL OF PROPERTY OWNED BY GREAT YARMOUTH BOROUGH COUNCIL
1. AIMS OF THIS POLICY

1.1. It is government policy that local authorities should dispose of surplus and under-used land and
property wherever possible. Under the Local Government Act 1972 local authorities have powers to
dispose of property in any manner they wish, subject to certain constraints which may include a
requirement to obtain the consent of the Secretary of State.

Under Section 123 of the Local Government Act 1972 (see Appendix 1) principal councils have a duty
not to sell land for a consideration less than the best consideration reasonably obtainable unless the
Secretary of State’s consent has been obtained.

However, the Local Government Act 1972: General Disposal Consent (England) 2003 gives a general
consent provided that any undervalue of the interest does not exceed £2 million and the transaction
is considered by the local authority to help secure the promotion or improvement of the economic,
social or environmental well-being of its area. There are other forms of consent or exception set out
in legislation.

These powers provide the backdrop against which decisions to dispose of property in the Council’s
ownership must be made.

1.2. The way the Council manages its property assets can have a significant impact both on the quality
of services delivered to the public and the local environment. Effective asset management is essential
in bringing 'agility' to land and property assets so that the delivery of the Council's goals and objectives
are realised in a sustainable manner, at the right time and on budget.

1.3. The Council will consider the business case for disposing of any assets that :
(a) are no longer of use to it and unlikely to be in the future or

(b) which provide limited benefit which is disproportionate to the opportunity cost of the
capital tied up in the asset or the costs of required improvements

(c) are held as investment (residential or commercial) assets for the purpose of generating
rental income and/or capital appreciation to be released through sale.

1.4. Each asset disposal is treated on its own merits and nothing in this Policy will bind the Council to
a particular course of action in respect of a disposal. Alternative methods of disposal not specifically
mentioned in this Policy may be used where appropriate, subject to obtaining the necessary
committee approval.

1.5. This Policy:

e sets out the procedure to be adopted in connection with the disposal of surplus and
under-used assets and ensures that requests to purchase Council owned assets are dealt
with in a fair and consistent manner and that any person who may have an interest in
making an offer to purchase, has the opportunity to do so in circumstances no less
favourable than anybody else;

e distinguishes requests for small areas of land that may be considered for sale by
private treaty and larger areas with development potential that should be sold on the open
market.
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1.6. Although this Policy will normally be followed, there will be occasions where the procedure may
need to be changed, particularly for larger, more complex land/property sales. Properties acquired
through Compulsory Purchase Orders (CPO) shall be disposed of in accordance with this Policy and the
CPO Policy but are not required to meet the ‘Surplus’ or ‘Under-Used’ tests set out in this Policy.

2. THE ‘SURPLUS’ TEST
Land/property will be deemed surplus to the Council’s requirements where:
(a) it makes no contribution to the delivery of the Council’s services, strategic or corporate objectives;

(b) an alternative site has been identified which would be more cost effective in delivering the
Council’s services, strategic or corporate objectives;

(c) it has no potential for strategic or regeneration/redevelopment purposes in the near future;
(d) it will not contribute to the provision of a sustainable pattern of development;

(e) it makes no contribution to protecting and enhancing the natural, built and historic environment,
including making no contribution to helping to improve biodiversity.

3. THE ‘UNDER-USED’ TEST

Land/property will be deemed to be under-used if:

(a) part of the site is vacant and is likely to remain vacant for the foreseeable future;

(b) the income being generated from the site is consistently below that which could be achieved from:
(i) disposing of the site and investing the income;
(i) an alternative use;
(iii) intensifying the existing use;

(c) only part of the site is used for service delivery and this could be delivered from an alternative site;

(d) it makes no contribution to protecting and enhancing the natural, built and historic environment,
including making no contribution to helping to improve biodiversity.

In the case of open spaces, amenity areas and similar sites, the under-used test should also consider
the ‘community value’ of the asset, which would include visual amenity and not be limited solely to
income generation or whether the site is vacant etc.

4. MEANING OF DISPOSAL

For the purposes of this Policy, a disposal means any freehold disposal, by sale or exchange, of Council
owned land/property (including buildings) and any disposal by the granting of a lease or licence for a
period greater than 7 years.

Leases of 7 years or less or assignment of a term which has not more than 7 years to run are not
covered by this Policy, as they are exempt from the statutory requirement to obtain best
consideration. It also excludes any disposals by the Council through the Right to Buy.
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5. MEANING OF BEST CONSIDERATION

‘Best consideration’ means achieving maximum ‘value’ from the disposal, not just maximum price.
Disposal at less than market value must contribute to the ‘promotion or improvement of the
economic, social or environmental wellbeing of the area’ [see section 1.2 of Appendix 1].

6. MEANS OF IDENTIFYING SURPLUS OR UNDER-USED LAND/PROPERTY
Surplus or under-used land/property may be considered for disposal:

(a) following an asset management review
(b) following a review of operational costs and income of an asset;

(c) following the identification of development opportunities;

(d) through a corporate property portfolio review;

(e) through the declaration of specific sites as being surplus to requirements;*
(f) through Local Plan designation;

(g) following a direct approach from an interested party;

(h) where the disposal helps to deliver other Council objectives e.g. the provision of housing in the
Borough;

(i) where management of the land/property is considered suitable for community ownership or has
been determined as an ‘asset of community value’.

7. DISPOSAL CRITERIA

7.1 Open space (including, parks, playing fields & informal open spaces (excluding amenity land on
Council housing estates) of ‘public value’ whether or not there is public access to it — assets in this
category are considered to be valuable community resources, to be enjoyed by the wider community.
Open space also enhances the quality of urban life, the character of residential areas, the environment
etc. There will be a general presumption against declaring these assets as surplus/under-used unless:

1. alternative provision of equivalent community benefit is made in the locality; or
2. the area in question no longer provides a valued opportunity for sport, recreation or leisure; or

3. there is an excess of provision taking into account the long term recreation and amenity value of
such provision; or

4. sport, recreation and leisure facilities can be retained and enhanced through the redevelopment of
a small part of the site; or

5. there is over provision in the area; or

1 Where an under-used asset is generating an income, a cost/benefit analysis must be carried out to establish
whether it is in the Council’s best interests to dispose of the site.
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6. the asset is required for the regeneration of the area.

(a) The Council is required by law to advertise the disposal of land designated as ‘public open space’
in a local newspaper for two consecutive weeks and to consider any objections received. No final
decision about the disposal will be made until any objections have been considered, as the response
may be material to the decision. Public response may also be an important factor in any determination
by the Secretary of State of an application by the Council for specific consent to the disposal.

(b) There will be a general presumption against disposal of land designated as ‘Local Green Space’
either through the Local Plan or a Neighbourhood Plan.

7.2 Amenity land - certain rights, environmental or economic conditions may preclude the sale of
amenity land for example:

(a) the land is subject to rights of way over it;
(b) the land is a landscaping feature of the local environment, or designated public open space;

(c) sale of the land would incur additional costs for the Council (for example, the re-siting of lamp
posts or telephone cables) unless a purchaser is willing to finance the additional costs (payable in
advance);

(d) the land has been identified for future regeneration or development by the Council;

(e) following a request to purchase amenity land, a review identifies future regeneration or
development opportunities for the Council;

(f) the sale of the land may prejudice future development by the Council;

(g) there are management or other issues that would cause inconvenience to the Council if the land
was to be sold.

Approaches from private individuals to buy Council owned amenity land (e.g. green space land on
council housing estates) to benefit their existing residential property will be considered where:

e there is a broader community benefit to the disposal e.g. a rationalisation of small parcels of
‘backland’ open space, either rarely used or often misused; or

 there are management/financial issues for the Council e.g. the land is costly to maintain; or

e the applicant has extenuating circumstances e.g. there are health grounds in relation to the applicant
and/or their family and the sale of the land would improve their quality of life and would not adversely
affect the quality of life of others in the neighbourhood — (the applicant will need to provide evidence
to support and justify the application to purchase).

Where the Council considers that amenity land has development potential and agrees to dispose of
the land, the valuation will reflect this. An overage clause may be applied and/or restrictive covenants
placed on any future development.

Disposals of amenity land will normally be by private treaty. However, where the Council considers
that the amenity land may be of interest to persons other than the applicant, the Council may dispose
of the land on the open market.
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7.3 Commercial Properties

There will be a general presumption against declaring the following categories of assets as
surplus/under-used:

1. units designed to meet the needs of new and developing small businesses where there is anticipated
to be demand for such units from different occupiers in future;

2. offices/rooms within business centres that have communal reception areas, facilities and services;

3. shop units where there is a community need for continued retail occupation, or where the integrity
of a building or parade of shops might be adversely affected by the sale of individual units;

4. sites in industrial estates and sensitive locations where management control by the Council is
required to ensure that amenity is maintained;

5. land or property which provides revenue income for the Council where disposal would adversely
impact on the Council’s revenue budget.

7.4 Assets of Community Value

Every town, village or neighbourhood is home to buildings or amenities that play a vital role in local
life. They might include community centres, libraries, swimming pools, village shops, markets or pubs.
Local life would not be the same without them, and if they are closed or sold into private use, it can
be a real loss to the community.

An ‘asset of community value’ is an asset, which in the opinion of the Council furthers the social well-
being or social interests of the local community (or has done in the recent past). ‘Social Interests’ can
include cultural, recreational and sporting interests.

The Council maintains a list (on its website) of land and buildings which may from time to time be
nominated by the local community as an ‘asset of community value’. In reviewing the future of any
asset, the Council will assess all the options, to be sure that it obtains best value. Options include using
the asset in a different way, disposing of it on the open market or transferring it to a voluntary or
community organisation at less than best consideration to achieve wider social benefits.

Community organisations operate on a business model, often using volunteer effort and have
community intelligence about local needs and sources of funding not available to local authorities.
They are in a position to run a community asset as a social enterprise. The business plan for the
community asset transfer to a community organisation must demonstrate financial viability.

The Council may either advertise all community asset transfer opportunities or consider transfer
requests from organisations which currently manage a property, without seeking other bids.

A community asset transfer should contribute to the Council’s policies and targets. Where there are
competing interests, the Council will consider which of the proposals put forward are viable and
sustainable in the long term. The Council will deal with competition for a specific asset by identifying
its key objectives in that area, using, for example, deprivation indices, local priorities and the current
mix of buildings and services in the area and assess which bid best meets those objectives.

7.5. Disposal of property assets (residential or commercial)
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In disposing of property or land which the Council owns which may have been specifically purchased
as an investment or to facilitate development or redevelopment of the land or property or for some
other purpose, when disposing of that land or property it is normal Council policy to achieve ‘best
consideration’ as Section 123 - Local Government Act 1972 (see appendix 1.2.).

They may be times when the Council may wish to dispose of the property/land at an ‘undervalue’. For
the benefit of any doubt, any such disposal still needs to comply with ‘normal and prudential
commercial practices, including evidence of obtaining the view of a professionally qualified
valuer’. Thisisin line with The General Consent 2003 as outlined in appendix 1.2. In those cases where
disposal at an under value will promote or improve the economic, social or environmental wellbeing
of the area this will be recorded and will permitted so long as the relevant limit on such disposals is
not exceeded.

7.6 For all of the above criteria and for information only, the relevant ward Councillors should be made
aware that the site is being considered for disposal at the earliest opportunity and any comments or
feedback taken into consideration before a decision is made.

8. MARKETING STRATEGY

Where applicable, the Head of Property and Asset Management, in consultation with the relevant
Director, will determine the marketing strategy for the disposal of surplus or under-used land or
property. The marketing strategy may be conducted in-house or through an external agent. Costs
should be recovered from the eventual purchaser where appropriate or practical or will be recovered
from the sales proceeds.

9. VALUATIONS

9.1 Although there is no particular prescribed route to achieve the best price reasonably obtainable,
there may be circumstances in which an actual sale to the market is the only way to achieve it as
opposed to one particular sale at a price according to an independent valuation.

9.2 Before disposing of any interest in land for a price which may be less than the best consideration
reasonably obtainable, a realistic valuation of that interest will be obtained. This will apply even for
disposals by means of formal tender, sealed bids or auction, and irrespective of whether the Council
considers it necessary to make an application to seek the Secretary of State's specific consent. By
following this procedure, the Council will be able to demonstrate that it has adopted a consistent
approach to decisions about land disposals by carrying out the same step by step valuation process on
each occasion. Supporting documents will provide evidence, should the need arise, that the Council
has acted reasonably and with due regard to its fiduciary duty.

9.3 The return from any disposal is to be maximised unless there are over-riding factors identified in
the Corporate Plan or otherwise agreed by the Chief Executive or relevant Committee, that take
precedence over the receipt of capital e.g. preferred use or preferential purchaser.

10. DECISION MAKING

10.1 In accordance with the Constitution/Scheme of Delegations to Officers (Appendix 2), the Head of
Property and Asset Management has delegated authority within agreed financial parameters to deal
with:
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(i) sales of sites for electricity sub-stations and gas governors;

(ii) the grant, surrender and renewal of licences, wayleaves, and easements;

(iii) grants of grazing licences;

(iv) grant, surrender and renewal of leases where the Property concerned has been previously let;
(v) sales of land/property.

(vi) rent reviews

10.2 Except with the consent of the Secretary of State, the Council cannot dispose of land otherwise
than by way of a short tenancy, for a consideration less than the best that can reasonably be obtained.

Disposals of land/property by way of a short tenancy, for a consideration less than the best that can
reasonably be obtained, will only proceed on the specific authority of the relevant Director on a report
of the Head of Property and Asset Management justifying the reasons for disposal at less than the best
that can reasonably be obtained.

10.3 The Council is required by law to advertise the disposal of land designated as ‘public open space’
in a local newspaper for two consecutive weeks and to consider any objections received. No final
decision about the disposal will be made until any objections to the disposal have been considered.

11. MEANS OF DISPOSAL
The most commonly used method of disposal shall be:

1. Private Treaty — a sale of land/property negotiated with one or a small number of interested parties
either through a direct approach from an individual(s) or through a marketing exercise.

A private sale without marketing the land may be justified where for example:

(a) the land to be disposed of is relatively small in size and an adjoining or closely located landowner
is the only potential or likely purchaser;

(b) the Council's corporate objectives and best consideration can best be achieved by a sale to a
particular purchaser;

(c) the purchaser has a particular interest in purchasing the land or a particular association with the
land;

(d) the nature of the Council's land ownership and that of the surrounding landownership is such that
the land must be sold to adjoining or surrounding landowners if best consideration is to be obtained;

(e) the Council's land is part of a larger area of land that is proposed for development, redevelopment
or regeneration and the nature and complexity of the proposed development of the overall site is such
that the Council's corporate objectives and best consideration can only be achieved by a sale to a
purchaser with an existing interest in land in the area.

2. Public Auction — a sale of land/property by open auction available to anyone. The sale will be
publicly advertised in advance. Reasons justifying sale by this method and how the reserve price is
determined must be recorded in writing.
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3. Formal Tender — a sale of land/property by a process of public advert and tenders submitted by a
given date. This is a suitable mechanism where there are identified development proposals. A fair and
transparent tender process will need to be adopted.

4. Exchange of Land — a transaction involving the exchange of Council owned land with another land
owner. The land acquired by the Council will meet at least one of its corporate objectives and will be
'equal' in financial worth to the land exchanged whether from the value of the land itself or where a
payment is made in addition to the land exchanged.

5. Informal Negotiated Tender — a transaction involving a public advert that requests informal offers
or bids that meet a given specification or set of objectives. The Council may then negotiate further or
more detailed terms with one or more individuals who submitted the most advantageous bid or bids.

In some cases a property will be sold via an estate or other agent.
12. TIMING OF DISPOSALS & DUE DILIGENCE

The timing of any marketing/disposals will need to be considered against the background of the
current market conditions, potential for the site value to increase in the future, whether there is a
need to raise capital receipts and current planning policies.

In order to properly assess the likelihood of and business case for disposal, the following issues which
have the potential to prohibit disposal or influence the sale price will be reviewed:

12.1 - the title is reviewed to identify whether there are any title issues which may impact upon the
disposal process or the value which could be achieved from disposal.

12.2 Unregistered land - If the land/property identified for disposal is unregistered, then it is important
that the title deeds are located as soon as possible and checked for evidence of the Council’s title. This
can be achieved through a voluntary application to the Land Registry to register the land/property
before it is put on the market.

12.3 Restrictive covenants - The land/property may be subject to restrictive covenants which limit or
restrict its use or the extent to which development can be carried out on it. Whether these are a
concern will depend upon the likely use of the land/property following disposal, particularly where
surplus land/property is being sold for re-development. A restrictive covenant against a certain type
of development may have a significant adverse effect on the land value.

12.4 Ransom strip - It will generally be sensible to resolve ransom strip issues prior to offering the
property to the open market; it is crucial if the property is to achieve full value on the open market
that it has adequate access rights. If development is anticipated, then access may need to be by a
different route than that used historically, either because of a physical aspect of or defect with the
existing access or for planning purposes or as a consequence of intensification of use. By whichever
route access is obtained, a title review should be carried out to establish whether any ransom strips
are present. A ransom strip is an area of land which is owned by someone other than the Council. If
access is only possible via a ransom strip, then the person with title to that strip will hold the key to
unlocking the development potential of the land and that may involve payment to the ransom strip
owner, either in return for a formal right of way or transfer of ownership of the strip. In some cases,
the Council may want to retain some land to provide access to land remaining in its ownership.
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12.5 Rights of way and other easements - It is important to establish the nature of any easements
benefitting the land/property, so that any that are missing can be addressed, if possible. As well as
access rights, the property may benefit from rights to run services over adjoining land, rights to light,
rights of support or other property specific rights. Also to check whether the land/property is subject
to any rights which might adversely affect the proposed disposal and subsequent development, for
example, public or private rights of way or rights of support.

12.6 Retaining rights over adjoining land - It may be the case where surplus land/property is being
disposed of, that the Council will be retaining adjoining land. In that case, the Council will consider
whether it needs to reserve any rights over the land/property being disposed of for the benefit of that
adjoining land, most commonly, access to the public highway or mains utilities.

12.7 Outline planning consent - Assessing whether an application for a change of planning use might
have the potential to increase the value of the surplus land/property. If the change of use is obtained
by the Council, it removes an element of risk and uncertainty for potential buyers, which may lead to
an increase in the purchase price that they are willing to pay.

12.8 Development agreements - The Council as landowner may, through a development agreement,
engage a developer to carry out the development of the site on its behalf. Arrangements may comprise
a grant of a lease of the whole site with the developer receiving a fee based partly upon the
development value. In circumstances where there is a development agreement or the grant of a lease
associated with the disposal, this may trigger the need for an EU tendering exercise

13. OTHER STEPS TO FACILITATE THE DISPOSAL PROCESS

When due diligence in accordance with section 12 of this Policy has been completed, the following
will be considered, although not all may be required depending on the type of disposal or basis of the
original acquisition:

1. Legislation and Secretary of State guidance governing the disposal process;

2. General guidelines which are applicable, for example, the Crichel Down rules. The Crichel Down
Rules are rules that guide how public authorities should dispose of land previously acquired by
compulsory acquisition, or land acquired under the threat of compulsory purchase. They are to be
applied by any public body disposing of land that was acquired for a purpose for which the authority
had compulsory purchase powers at the time of acquisition, whether or not those powers were relied
on to acquire the land.

3. Carrying out a site inspection to establish what specific issues there are on the ground, for example,
drainage, boundary problems or illegal occupiers. It will also assist when instructing legal advisers or
other professionals, who may only have seen the property on plans or in photographs. For some
disposals, it may be appropriate for the various professionals to undertake a site visi.

4. Producing a sales pack to circulate to interested parties, including title information and replies to
standard pre-contract enquiries.

5. Considering the most appropriate pricing structure. In some cases, it may be appropriate to use an
overage arrangement whereby the Council receives future payments representing any uplift in value
of the land/property once it has been developed or once it has been developed and sold on. A
calculation of the overage that the Council is likely to receive and the likelihood of that sum being

www.great-yarmouth.gov.uk — Acquisition and Disposal Policy



http://www.great-yarmouth.gov.uk/

correct given changing market conditions will be important pieces of information in assessing the
business case for disposal of surplus/under-used land/property.

6. Considering whether the transaction is caught by the public procurement rules.
7. Considering whether the transaction is caught by the State Aid rules.
14, REFERENCES

(a) A bank reference will be obtained in every case where a lease, tenancy or licence is being granted
at a rent or fee in excess of any financial limit as may be defined in Financial Regulations and/or
Scheme of Delegations to Officers, unless the relevant Director has agreed to dispense with this
requirement.

(b) In every case where a lease, tenancy or licence is to be granted to a limited company at a rent or
fee in excess of any financial limit as may be defined in Financial Regulations and/or the Scheme of
Delegations to Officers, a guarantor will be required, unless the relevant Director has agreed to
dispense with this requirement.
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APPENDIX 1
1. LEGAL POWERS
Section 123 - Local Government Act 1972

1.1 In general, the Council is required to achieve the ‘best consideration reasonably obtainable’ when
it is disposing of land. Section 123 imposes a duty on the Council to achieve a particular outcome
(namely the best price reasonably obtainable): it is not a duty to conduct a particular process (e.g. to
have regard to particular factors).

If the disposal is under the 1972 Act, there is neither express power to include covenants on a disposal,
nor a prohibition. Where the disposal is a lease, that lease will contain terms and similarly, on the
conveyance/transfer of freehold property or on the assignment of a lease, covenants may likewise be
included by virtue of section 111 of the 1972 Act.

Under Section 123(2A), the Council must follow certain statutory requirements to advertise the
disposal of land that consists of or forms part of an open space.

General Consent

1.2 If the Council seeks to dispose of land or buildings at less than the market value, then it has to
obtain the consent of the Secretary of State Communities and Local Government. However, the
Secretary of State has issued a number of ‘general consents’ i.e. a set of conditions which, if they apply
to a particular transfer, means that the Council does not need to obtain specific permission to transfer
at an ‘undervalue’. However, the undervalue itself still needs to comply with ‘normal and prudent
commercial practices, including obtaining the view of a professionally qualified valuer’.

The most important of these consents is the General Disposal Consent 2003 (‘the General Consent’)
which permits the Council to dispose of land at less than its market value, without the need to seek
specific permission from the Secretary of State, provided that:

e the purpose for which the land is to be transferred is likely to contribute to the ‘promotion
or improvement’ of the economic, social, or environmental well-being of the area; and

e the difference between the market value of the land and the actual price paid for the
disposal (if any), is not more than £2,000,000.

The General Consent has been issued to provide local authorities autonomy to carry out their statutory
duties and functions and to fulfil such other objectives as they consider to be necessary or desirable.
The General Consent does not require the Council to undertake a tendering process i.e. to market test
a disposal. However, when disposing of land at an undervalue, the Council remains aware of the need
to fulfil its fiduciary duty in a way which is accountable to local people. The Council will not divest itself
of valuable public assets, unless it is satisfied that the circumstances warrant such action.

In justifying a disposal of land/property at undervalue, the Council will have regard to the following:

e what community benefits will be realised by the disposal;

e how the interests of local people will be better served by the disposal;
o the financial viability of the Council’s plans for the land;

e the State Aid implications of the disposal;
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e the Council’s future plans for the land;
e the market value of the land and the difference between that and the proposed disposal
value.

Housing Act 1985 (as amended)

1.5 Under s32 the local authority has the power to dispose of land and dwellings held for housing
purposes. Secretary of State consent will be required unless the disposal is covered by one of the
General Consents relating to the disposal of:

¢ vacant dwellings for owner occupation;

¢ occupied dwelling houses to secure tenants;

¢ dwellings to tenants who have the right to buy acquiring with others;
¢ dwellings on shared ownership terms;

ehousing authority land; and

* reversionary interest in houses and flats.

Disposals are to be at market value, but discounts may be applicable to qualifying applicants. For
details of criteria for disposing of individual council properties (other than through the right to buy)
please refer to the Housing Asset Strategy.

Local Government Act 1988 — Section 25

1.6 The Council may provide a Registered Social Landlord with any financial assistance or gratuitous
benefit of land for development as housing accommodation. This includes:

¢ land for development or access, easements and rights;

¢ dwelling houses for refurbishment;

¢ financial assistance for prevention of homelessness; and
¢ loans to RSLs.

The aggregate value of financial assistance or gratuitous benefit provided by the disposal or grant
must not exceed £10 million.

Town and Country Planning Act 1990 — Section 233

1.7 The disposal of land held for planning purposes, follow principles similar to those of s123 of the
Local Government Act 1972 and its requirement to obtain best consideration reasonably obtainable.
However, it must be noted that the General Consent does not apply and a specific consent from the
Secretary of State will be required if the Council is considering disposal at an undervalue.

Under s233(2), the Council must obtain the consent of the Secretary of State
to dispose of common land, which may involve the requirement to provide land in exchange.

State Aid
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1.8 All land/property disposals need to comply with the European Commission's State Aid rules11.
When disposing of land ‘at less than best consideration’, depending on the nature of the transaction,
the Council may be ‘subsidising’ the purchaser. Where this occurs, the Council must ensure that the
nature and amount of subsidy complies with the State Aid rules, particularly if there is no element of
competition in the disposal process. Failure to comply with the rules means that the aid is unlawful,
and may result in the benefit, with interest, being recovered by the Member State (the UK) from the
recipient.

Public Procurement

1.9 A straightforward disposal of land/property for a market value price will not be caught by the
Public Contracts Regulations 2006 rules. However, when disposing of land the Council is involved in
determining the scope of the future development of its land and its intention is to impose on the
purchaser certain obligations as to the nature of the development and also perhaps the standards to
which the works must be constructed (usually through a development agreement or grant of a lease
associated with the disposal), then where the values involved trigger the EU threshold, it is likely that
such an arrangement may be construed as a public works contract triggering the need for an EU
tendering

The applicability or otherwise of the public procurement rules will depend on the particular nature of
the transaction, how it is structured and its detailed provisions. As a general rule, the risk will be higher
the more the Council specifies its requirements for any full development and conversely will be lower
the more the Council is willing to take a 'hands off' approach. The Council must therefore give due
consideration to the possibility of public procurement rules applying to any particular disposal of land
and obtain case specific legal advice before entering into any agreement.
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APPENDIX 2 Delegation Scheme for Property Disposals

Council

Disposal Value above £500,000

Policy & Resources Committee

New leases and licences where the premium or annual
rental payment is over £150,000.

Where the lease or licence or transaction is subject to an
existing legal agreement the Head of Property and Asset
Management in consultation with the Director of Finance
(Section 151 Officer) may approve the transaction.

*see exception for Beacon Park and Energy Park

Policy & Resources Committee

Transfers of freehold or leasehold land or property where
the consideration is between £200,000 and £500,000.

Where the lease or licence or transaction is subject to an
existing legal agreement the Head of Property and Asset
Management in consultation with the Director of Finance
(Section 151 Officer) may approve the transaction.

*see exception for Beacon Park and Energy Park

Head of Property and Asset Management in
Consultation with Chairman/vice Chairman
and Group Leaders of Policy and Resources
Committee and the Director of Finance

(Section 151 Officer)

Beacon park and Energy Park South Denes.

New short-term (7 years or under) leases and licences
where the premium or annual rental payment is over
£50,000

Head of Property and Asset Management in
Consultation with Chairman/vice Chairman
and Group Leaders of Policy and Resources
Committee and the Director of Finance

(Section 151 Officer)

Beacon Park and Energy Park South Denes.

Transfers of freehold or leasehold land where the
consideration is over £50,000 but under £500,000

Head of Property and Asset Management in
consultation with the Director of Finance
(Section 151 Officer)

New short-term (7 years or under) leases and licenses were
the premium or annual rental payment is above £10,000

Head of Property and Asset Management in
consultation with the Director of Finance
(Section 151 Officer)

Transfers of freehold or leasehold land or property where
the consideration is above £10,000 and below £200,000.
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Property Acquisition

GREAT YARMOUTH
BOROUGH COUNCIL

STEP la

Remit to search for x number of properties/land

STEP Ib

Set Parameters - financial and type of properties/land

STEP 2

Receive/Search properties/land

STEP 3
First sift
Yes No |||
STEP 4
Quick and top level Appraisal
I =
Yes No |||
1
STEP 5
Approval to spend abortive budget
I =
Yes No |||
STEP 6
Detailed investigation and due diligence
STEP 7
Make offer subject to survey, ROT etc
Yes No |||
1
STEP 8
Review survey, ROT etc and refine offer
Yes No

— N\ N N YD DY)/ C—Y)])™]™ Y™

STEP 9

Purchase, renovate and inform Chairperson of

relevant committee

|
|
|
|
|
|
|
|
|
|

STEP la

Approval/Action Owner:
H&N or P &R or Full
Council as appropriate

STEP Ib

Approval/Action Owner:
H&N or P &R or Full
Council as appropriate

STEP 2

Approval/Action Owner:
Project Manager

STEP 3

Approval/Action Owner:
Project Manager

STEP 4

Approval/Action Owner:
Head of Property and Assets/
Housing Director

STEP 5

Approval/Action Owner:
Strategic Director/S151 Officer

STEP 6
Approval/Action Owner:
Property and Assets team

STEP 7
Approval/Action Owner:
Strategic Director/S151 Officer

STEP 8

Approval/Action Owner:
Head of Property and Assets/
Housing Director

STEP 9

Approval/Action Owner:
Property and Assets team

Spend: Zero
ActionType: Business as usual

Spend: Zero
Action Type: Business as usual

Spend: Zero
Action Type: Business as usual

Spend: Zero
Action Type: Business as usual

Spend: Zero
Action Type: Business as usual

Spend: Some fees <£10,000
Action Type: GATEWAY

Spend: Some fees <£10,000
Action Type: Business as usual

Spend: Some fees <£10,000
Action Type: GATEWAY

Spend: some fees <£10,000
Action Type: GATEWAY

Spend: Full Budget
Action Type: Discrete project
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