
CAPITAL MANAGEMENT STRATEGY 2019/20 

1.     Capital Strategy 

1.1 Overview

1.1.1 This capital strategy gives a high-level overview of how capital expenditure, 
capital financing and treasury management activity contribute to the provision of 
local public services along with an overview of how associated risk is managed 
and the implications for future financial sustainability. It should be read in 
conjunction with the following reports:

 Treasury Management Strategy Statement (TMSS)

 Budget Report - Medium Term Financial Strategy (MTFS)

 BexleyCo Business Case

The capital strategy is underpinned by the strategic aims of the council. The aim 
of the Capital Strategy is to align the Council’s capital resources with its priority 
outcomes that are the agreed focus for resource allocation. The Council’s 
particular focus on growth will change the composition of the programme. The 
longer term aim is to achieve the delivery of beneficial quality growth for the 
community whilst maximising the Council’s financial position by delivering 
increased income through council tax, new homes bonus and business rates. 
Capital investment will be necessary to achieve these aims and will result in short 
term revenue financing costs to the Council.

1.1.2 Bexley has a number of priorities and the capital programme supports these in 
relation to;

 Growth

 Supporting Social and Transport Infrastructure

 Green Infrastructure, Environment and Leisure

 Culture

 Digital Infrastructure

 Schools

 Corporate Assets and Other Schemes

The Council is investing in major developments across the borough as part of the 
Regeneration schemes and BexleyCo portfolio, planning to deliver new and 
replacement affordable homes and enabling self sustaining communities to grow.

The capital programme also includes investment in the core infrastructure of 
carriageways and footways, and the capital programme recognises the 



commitment to managing the performance, risk and expenditure on its 
infrastructure assets. 

1.1.3 Work is underway to identify future strategic infrastructure needs to support the 
Council’s Growth Strategy and its emerging Local Plan. To realise the Council’s 
ambitions, it is essential that supporting infrastructure is delivered in the right way 
and at the right time.

The National Planning Policy Framework requires local planning authorities to 
work with other authorities and providers to assess the quality and capacity of 
future infrastructure and its ability to meet forecast demands. The Government 
also expects Local Plans to identify priority areas for infrastructure provision and 
ensure that there is a reasonable prospect that planned infrastructure is 
deliverable in a timely fashion. 

In this context, an Infrastructure Delivery Plan (IDP) is being produced that will 
bring together the main infrastructure proposals that are needed in the short, 
medium and long term, to support delivery of good growth in the borough.   It 
covers transport, health, utilities and other social and community infrastructure. 
These infrastructure needs are being identified using information from a wide 
range of organisations, businesses and other stakeholders.

The IDP will be published later in the year and will support the development of the 
new Local Plan.   The IDP will act both as a key evidence base document and as 
an infrastructure planning tool.  It will:

•    Identify the infrastructure schemes necessary to support the development 
proposed in the Local Plan and likely requirements after the plan period.

•    Outline how and when these might be delivered.

•    Establish the importance and relative priority of each infrastructure item to 
the delivery of the Local Plan and the wider Growth Strategy.

•    Be used by the Council, its partners and other stakeholders to ensure that 
the appropriate infrastructure is in place as growth is delivered.

•    Be used as supporting evidence in bids for external project funding, where 
needed.

The Council’s IDP will also help to inform future Capital Programmes, including 
the allocation of Community Infrastructure Levy (CIL) revenues, in line with the 
Council’s priorities for growth.

1.1.4 A well-connected borough, both within and beyond Bexley, provides the key to 
securing growth opportunities for residents and businesses. We are working so 
that people across the borough will have a better quality of life and improved 
wellbeing, supported by high quality housing, rewarding employment 
opportunities and effective local services and facilities.



Some of the key projects in the Council’s outcomes based approach relating to 
the current programme (shown at the end of this appendix) and the new bids 
outlined below include:

Growth
> Erith Regeneration Programme, continuing with a further £8.782m in 

2019/20; Sidcup Regeneration, with a programme of £1.5m in 2019/20 for 
a wider project of £12.776m by 2021/22 (which includes Sidcup library); 
and Housing Regeneration, with a programme of £1.6m in 2019/20 for a 
wider project of £10.277m by 2021/22.  These projects will help to provide 
jobs and homes for local people as well as improved local services.

Transport Infrastructure
> With further spend in 2019/20 for the Harrow Manor Way Transport Link 

(£1.0m) and the Abbey Wood Station Public Realm Improvements 
(£1.5m), making the area more attractive and improving journeys for local 
people.

Health and Social Infrastructure
> In 2019/20 an allocation for the Acquisition of Properties for Temporary 

Accommodation (£5m); Contribution to Provision of Affordable Housing 
(£2.28m); and Extra Care (£3.050m) of a larger project with a programme 
of £10.050m.  These projects will substantially benefit local people and 
support both their housing and care needs.

Schools and Education
> Major projects in this area for 2019/20 include Cleeve Park Free School 

(£10.142m) and the School Expansion Programme (£9.016m).  These 
projects will help to meet the growing need for school places in the 
borough including for children with Special Educational Needs.

Green Infrastructure, Environment and Leisure
> Replacement of the Street Services Fleet (£2.757m) in 2019/20 which will 

help to deliver a cleaner and greener local environment.

Culture
> An allocation in 2019/20 for the new Library in Thamesmead (£1.409m) to 

help improve services for local people.

Digital Infrastructure
> The commencement in 2019/20 of the Digital Strategy Programme 

(£2.170m) of a programme totalling £5.550m by 2022/23 as part of plans 
to provide Bexley with the very latest digital infrastructure.  This will help 
to save money, improve connectivity and improve the delivery of public 
services.

Corporate Assets and Other Schemes
> Including a budget in 2019/20 for the Thames Road Depot Roof 

Replacement (£0.600m).

1.1.5 The asset management investment focuses on maintaining the core assets 
including the office estate, schools and other operational buildings.  The council is 



constantly reviewing its accommodation strategy looking at rationalising its estate 
and maximising the utilisation of those assets. Ongoing repairs and maintenance 
budgets, including funding for health and safety work, are built into both the 
revenue budget and capital programmes.

1.2 Governance of capital approvals

1.2.1 The capital programme, which is updated for new proposed schemes, revised 
profiling, slippage and changes in expenditure projections is presented to full 
Council every year for approval.  Council approval of the programme gives an 
allocation to budget managers in the capital programme.  Separate approval is 
required in line with the financial regulations, delegations and approved budget 
envelopes.  The capital programme reported here covers the current MTFS 
reporting period of 4 years, however with the Council’s engagement in longer 
term capital investments the timeframe over which the capital programme and 
financing costs are monitored within finance extend beyond this period.

1.2.2 The process for including new schemes in the 2019/20 capital programme was 
undertaken as part of the corporate budget setting process, with a standardised 
bidding process.  Project outlines were considered in terms of delivery of 
corporate objectives and operational plans, with a shortlist of schemes being 
approved by CLT.

1.2.3 Any bids for capital funding outside the approved capital programme in year 
would need to include a business case demonstrating either a clear link to 
corporate objectives or an operational plan. New bids would follow the approval 
processes laid down in the Council’s standing orders and financial regulations.

1.2.4 The above investments and processes are taking place against a background of 
austerity and significant uncertainty in the future sources of funding for local 
government.  It is therefore a key aim of the Council’s capital strategy that it 
delivers a financial return on investment, such as capital receipts or new revenue 
streams or delivers key strategic priorities.

1.2.5 Value for money (VFM) is a key component of capital projects.  As part of the 
business case development and evaluation process, projects will need to show 
that all options have been considered and that the option that has been chosen is 
cost efficient and effective. 

1.2.6 The Council has chosen not to invest in purely commercial projects. Its capital 
investment is primarily related to increasing and improving the provision of a rich 
mix of housing tenures that help to address the acute housing need in the 
borough. There is a commercial return built into a number of the schemes but this 
is not the predominant focus for the Council.



2.     Capital Programme 

2.1 Overview

2.1.1 After taking into consideration the existing approved capital programme, new bids 
and the capital investment plans, the full proposed capital programme has been 
developed for members to approve.

2.1.2 New requirements under the Prudential Code require the Council to separate out 
its main Capital Programme from its Capital Investments. These were combined 
previously. The following sections of this report set out this split and is based on 
the proposed capital programme which is set out in detail in the accompanying 
budget report where approval of the capital programme is sought:-

 Existing Capital programme (section 2.2)

 New bids proposed for the main programme (section 2.3)

 Capital Investments (section 2.4)

2.2 Existing Approved Capital Programme

2.2.1 Table 1 below splits out the existing already approved capital programme by key 
themes.   Please note that in the new capital bids section (2.3), as well as the capital 
investments section (2.4), there are a few items in 2018/19.  These have been 
incorporated into the latest Capital Expenditure Monitoring forecasts.

Table 1 - Existing Capital Programme & Funding
 Summary of Existing Approved Capital Programme  2018/19

£'m
2019/20

£'m
2020/21

£'m
2021/22

£'m
Total
£'m

Growth 41.024 11.882 10.833 8.233 71.972
Health & Social Infrastructure 14.411 10.680 7.000 - 32.091
Green Infrastructure, Environment & Leisure 1.508 5.604 0.141 - 7.253
Libraries, Heritage & Culture 0.279 0.957 - - 1.236
Digital Infrastructure 0.300 0.050 - - 0.350
Schools & Education 10.150 14.352 - - 24.502
Transport Infrastructure 13.555 2.930 0.250 - 16.735
Corporate Assets & Other Schemes 2.861 1.464 - - 4.325
Total Capital Expenditure 84.089 47.919 18.224 8.233 158.465

2018/19 2019/20 2020/21 2021/22 Total
£'m £'m £'m £'m £'m

Capital Receipts 2.170 1.300 1.000 3.500 7.970
Revenue & Reserve Contributions 0.500 - - 0.500
Grants & Contributions 27.244 15.388 0.233 0.233 43.098
Section 106/CIL 0.483 - - - 0.483
Borrowing 53.693 31.231 16.992 4.500 106.415
TOTAL FUNDING 84.089 47.919 18.224 8.233 158.465

Funding 

A full breakdown of the projects included within each of the key themes is included at the 
end of this appendix.

2.3 New Capital Bids

2.3.1 In addition to the existing capital programme there has also been a review of the 
future capital requirements undertaken across the business. A shortlist of proposals 



was initially considered by CLT. The updated new bids split between themes are 
shown in the tables below.  

Table 2 – Growth

Table 3 – Health & Social Infrastructure

Health & Social Infrastructure

2018/19 
Budget     

£m

2019/20 
Budget     

£m

2020/21 
Budget     

£m

2021/22 
Budget     

£m

Total 
Budget    

£m
Bell 0.080 0.080 0.080 0.080 0.320

Liquidlogic system enhancements – 0.205 0.000 0.000 0.000 0.205

PSR 0.000 0.500 0.500 0.500 1.500

0.285 0.580 0.580 0.580 2.025

Table 4 – Green Infrastructure, Environment & Leisure

Green Infrastructure, Environment & Leisure

2018/19 
Budget     

£m

2019/20 
Budget     

£m

2020/21 
Budget     

£m

2021/22 
Budget     

£m

Total 
Budget    

£m
Allotments 0.000 0.020 0.060 0.060 0.140

Cemeteries 0.000 0.000 0.119 0.260 0.379

Playgrounds - rolling programme 0.000 0.175 0.175 0.175 0.525

Parks & Open Spaces Anti-Incursion Measures 0.000 0.080 0.080 0.080 0.240

Danson Park New Pedestrian Footpath 0.000 0.035 0.000 0.000 0.035

Lesnes Footpaths 0.000 0.040 0.020 0.000 0.060

Tree planting 0.000 0.046 0.046 0.000 0.092

Northumberland Heath -Sports pavilion 0.000 0.180 0.000 0.000 0.180

Danson Park & Bowls - Additional Parking 0.000 0.220 0.000 0.000 0.220

Flood Risk Management Programme 0.000 0.200 0.200 0.200 0.600

Rolling programme of waste and recycling container replacement 0.000 0.385 0.385 0.385 1.155

Changing the 3 existing recycling boxes to a 2 wheeled bin system to deliver savings. 0.000 3.520 0.000 0.000 3.520

Provision of Salt Barn at Thames Road Depot 0.000 0.450 0.000 0.000 0.450
Replacement of the original front weighbridge at Thames Road Depot/Transfer 
Station 0.000 0.045 0.000 0.000 0.045

Build a Construction Waste Bay at Footscray Reuse and Recycling Centre (RRC) 0.000 0.040 0.000 0.000 0.040

0.000 5.436 1.085 1.160 7.681

Table 5 – Libraries, Heritage & Culture

Libraries, Heritage & Culture

2018/19 
Budget     

£m

2019/20 
Budget     

£m

2020/21 
Budget     

£m

2021/22 
Budget     

£m

Total 
Budget    

£m
Thamesmead Library - additional cost 0.000 0.884 0.000 0.000 0.884

Hall Place - Grounds Improvement 0.000 0.200 0.000 0.000 0.200

Hall Place House and Gardens  - site enhancement programme 0.000 0.619 0.000 0.000 0.619

0.000 1.703 0.000 0.000 1.703



Table 6 – Digital Infrastructure

Digital Infrastructure

2018/19 
Budget     

£m

2019/20 
Budget     

£m

2020/21 
Budget     

£m

2021/22 
Budget     

£m

Total 
Budget    

£m
CCTV Camera Replacement 0.000 0.100 0.100 0.000 0.200

Digital Strategy Programme 0.000 2.170 1.985 1.395 5.550

0.000 2.270 2.085 1.395 5.750

Table 7 – Schools & Adult Education

Schools & Adult Education

2018/19 
Budget     

£m

2019/20 
Budget     

£m

2020/21 
Budget     

£m

2021/22 
Budget     

£m

Total 
Budget    

£m
Learning & Enterprise College 0.000 0.352 0.000 0.000 0.352

0.000 0.352 0.000 0.000 0.352

Table 8 – Transport Infrastructure

Transport Infrastructure

2018/19 
Budget     

£m

2019/20 
Budget     

£m

2020/21 
Budget     

£m

2021/22 
Budget     

£m

Total 
Budget    

£m
Fraser Road Embankment Stabilisation: 2019/20. 0.000 0.570 0.000 0.000 0.570

Borough Road Maintenance 0.000 2.000 2.100 2.100 6.200

Street Lighting Column and Illuminated Bollard Replacement Programme – 0.000 0.620 0.420 0.420 1.460

0.000 3.190 2.520 2.520 8.230

Table 9 – Corporate Assets & Other Schemes

Corporate Assets & Other Schemes

2018/19 
Budget     

£m

2019/20 
Budget     

£m

2020/21 
Budget     

£m

2021/22 
Budget     

£m

Total 
Budget    

£m
Corporate Building Maintenance 0.000 1.865 1.960 1.960 5.785

0.000 1.865 1.960 1.960 5.785

Total of Internally Funded Schemes     0.285    15.846    10.130      9.515    35.776 

Table 10 – Externally Funded Schemes

Externally  Funded Schemes Presented for Approval
2018/19 
Budget     

£m

2019/20 
Budget     

£m

2020/21 
Budget     

£m

2021/22 
Budget     

£m

Total 
Budget    

£m
Health & Social Infrastructure
Disabled Facilities Grant 2.420 2.400 2.400 7.220

0.000 2.420 2.400 2.400 7.220

Schools & Adult Education
Schools Maintenance Programme 1.500 1.500 1.500 4.500
Extra SEN Funding 0.159 0.159 0.159 0.477
Healthy Schools Grant 0.064 0.000 0.000 0.000 0.064
Cleeve Meadow Scheme 2.730 7.508 0.178 0.000 10.416

2.794 9.167 1.837 1.659 15.457

Total of Externally Funded Schemes 2.794 11.587 4.237 4.059 22.677

Table 11 – Total New Capital Bids
2018/19 
Budget     

£m

2019/20 
Budget     

£m

2020/21 
Budget     

£m

2021/22 
Budget     

£m

Total 
Budget    

£m

Total New Capital Bids 3.079 27.433 14.367 13.574 58.453



2.3.2 The proposed funding of the new capital bids is set out as follows:

Funding Sources of Schemes Presented for Approval
2018/19 
Budget     

£m

2019/20 
Budget     

£m

2020/21 
Budget     

£m

2021/22 
Budget     

£m

Total 
Budget    

£m
Capital Receipts - 8.000 - - 8.000
Revenue & Reserve Contributions - - - - -
Grants & Contributions 2.794 12.249 4.237 4.059 23.339
Section 106/CIL - - - -
Borrowing 0.285 7.184 10.13 9.515 27.114
TOTAL FUNDING 3.079 27.433 14.367 13.574 58.453

2.3.3 Funding capital expenditure from borrowing will have the result of additional capital 
financing costs over the life of the assets. These costs are factored into the MTFS 
and where possible, off set against income generation. The capital financing cost 
as a result of the additional borrowing for these new capital bids is set out below:

Additional Capital Financing Costs

2018/19 
Budget     

£m

2019/20 
Budget     

£m

2020/21 
Budget     

£m

2021/22 
Budget     

£m

Total Budget    
£m

Growth 0.000 0.014 0.089 0.184 0.286

Health & Social Infrastructure 0.009 0.056 0.089 0.623 0.777

Green Infrastructure, Environment & Leisure 0.000 0.031 0.087 0.141 0.259

Libraries, Heritage & Culture 0.000 0.025 0.052 0.052 0.130

Digital Infrastructure 0.000 0.000 0.062 0.518 0.580

Schools & Adult Education 0.000 0.000 0.000 0.000 0.000

Transport Infrastructure 0.000 0.017 0.107 0.256 0.380

Corporate Assets & Other Schemes 0.000 0.000 0.059 0.155 0.213

Total Additional Capital Financing Costs 0.009 0.142 0.545 1.928 2.624

2.4 Capital Investments

2.4.1 Included within the capital programme are specific regeneration schemes that as 
part of the new prudential code requirements are reported separately in the 
authorities capital programme. Most of these schemes fall under the remit of 
BexleyCo and are covered in it’s business case (reported and approved separately 
by Members). The capital strategy brings all these schemes, along with the 
Council’s full capital programme together.

2.4.2 The table below shows the current spending plans for all of the individual 
regeneration schemes being proposed

 Capital Investments  2018/19
£'m 

 2019/20
£'m 

 2020/21
£'m 

 2021/22
£'m 

 Total
£'m 

Development funding for BexleyCo - 47.115 25.216 47.669 120.000

Development expenditure for BexleyCo sites 1.072 - - - 1.072

The Engine House (Thames Innovation Centre Limited) 0.222 0.258 - - 0.480
Total Capital Investments 1.294 47.373 25.216 47.669 121.552



The funding of these schemes is set out as follows:

Funding Sources  2018/19
£'m 

 2019/20
£'m 

 2020/21
£'m 

 2021/22
£'m 

 Total
£'m 

Capital Receipts - - - - -
Revenue & Reserve Contributions - - - - -
Grants & Contributions 1.294 1.956 - - 3.250
Section 106/CIL - - - - -
Borrowing - 45.417 25.216 47.669 118.302
TOTAL FUNDING 1.294 47.373 25.216 47.669 121.552

2.4.3 Just like with the new capital bids, funding capital investment expenditure from 
borrowing has the result of additional capital financing costs over the life of the 
assets. These costs are factored into the MTFS and where possible, off set against 
income generation. The capital financing cost as a result of the additional borrowing 
for these new capital bids is set out below:

TOTAL FUNDING  2018/19
£'m 

 2019/20
£'m 

 2020/21
£'m 

 2021/22
£'m 

 Total
£'m 

BexleyCo - 0.677 1.733 2.826 5.237

The Engine House (Thames Innovation Centre Limited) 0.004 0.008 0.008 0.019
TOTAL FUNDING - 0.681 1.741 2.834 5.256

*Capital expenditure in BexleyCo is in the form of loans and therefore no MRP is applicable as loan 
repayments will be used to repay debt. 

2.5 Capital Expenditure and Financing Prudential Indicators

2.5.1 Capital expenditure is incurred where the Council spends money on assets, such 
as property or vehicles, that will be used for more than one year. In local 
government this includes spending on assets owned by other bodies, and loans 
and grants to other bodies enabling them to buy assets. Details of the Council’s 
policy on capitalisation can be found in the Council’s accounting policies.

2.5.2 In 2019/20, the Council is planning capital expenditure of £126.914m as 
summarised below:

Table 17: Prudential Indicator: Estimates of Capital Expenditure in £ millions
2017/18 

actual
2018/19 
forecast

2019/20 
budget

2020/21 
budget

2021/22 
budget

£m £m £m £m £m

General Fund services          74.501          87.168          75.352          32.591          21.807 

Capital Investments            2.314            1.294          47.373          25.216          47.669 

TOTAL         76.815         88.462       122.725         57.807         69.476 

2.5.3 All capital expenditure must be financed, either from external sources 
(government grants and other contributions), the Council’s own resources 
(revenue, reserves and capital receipts) or debt (borrowing, leasing and Private 
Finance Initiative). The planned financing of the above expenditure is as follows:



Table 18: Capital financing in £ millions
2017/18 

actual
2018/19 
forecast

2019/20 
forecast

2020/21 
forecast

2021/22 
budget

£m £m £m £m £m

Capital Receipts            0.143            2.170            9.300            1.000            3.500 

Revenue & Reserves            0.500            0.500            0.114                 -                   -   

Grants & Contributions          21.237          31.815          29.479            4.470            4.292 

Borrowing          54.935          53.978          83.832          52.338          61.684 

TOTAL 76.815 88.462 122.725 57.8075 69.476

2.5.4 Debt is only a temporary source of finance, since loans and leases must be 
repaid, and this is therefore replaced over time by other financing, usually from 
revenue which is known as minimum revenue provision (MRP). Alternatively, 
proceeds from selling capital assets (known as capital receipts) may be used to 
replace debt finance. The Council’s full minimum revenue provision statement is 
set out in section 4 of this report.

2.5.5 Most of the borrowing the Council undertakes is from the PWLB, but we are also 
in receipt of an interest free loan arrangement for Erith.

2.5.6 The Council’s cumulative outstanding amount of debt finance is measured by the 
capital financing requirement (CFR). This increases with new debt-financed 
capital expenditure and reduces with MRP and capital receipts used to replace 
debt. The CFR is expected to increase by £81.16m during 2019/20. Based on the 
above figures for expenditure and financing, the Council’s estimated CFR is as 
follows:

Table 19: Prudential Indicator: Estimates of Capital Financing Requirement in £ millions
31.3.2018 

actual
31.3.2019 

forecast
31.3.2020 

forecast
31.3.2021 

forecast
31.3.2022 

forecast

General Fund services        226.332        260.837        291.278        312.259        317.525 

Capital investments                 -            45.417          70.633        118.302 

TOTAL CFR       226.332       260.837       336.695       382.892       435.827 

2.5.7 The previous tables cover the overall capacity and control of borrowing but within 
the prudential framework indicators are required to assess the affordability of the 
capital investment plans. One such indicator is the estimate of the ratio of 
financing costs to net revenue stream which can then be split between GF and 
Capital Investments. This indicator identifies the trend on the cost of capital 
against the net revenue stream.

Table 20: Prudential Indicator: Ratio of Financing costs to Net Revenue Stream
2018/19 
forecast

2019/20 
forecast

2020/21 
forecast

2021/22 
forecast

General Fund services 7.86% 8.45% 10.07% 11.56%

Capital investments 0.03% 0.43% 1.47% 3.08%

TOTAL 7.88% 8.88% 11.54% 14.63%



3. Capital Investments 

3.1 Overview

3.1.1 BexleyCo is the Council’s wholly owned property development company 
established to support the delivery of the Council’s growth strategy, with a focus 
on delivering new homes for local people, in sustainable localities, which respect 
the Borough’s overall character and identity. The Council’s planned investments 
in BexleyCo in terms of loans are included in the capital programme.  The 
investment is managed via a shareholder’s board arrangement and BexleyCo 
submit a business plan each year with investment plans for consideration and 
approval by Cabinet. 

3.1.2 With regeneration being the key objective, the Council accepts higher risk on 
capital investments in the Regeneration Programme than with treasury 
investments where the emphasis is on Security, Liquidity and Yield (SLY) in that 
order. The principal risk exposures for each regeneration scheme are set out in 
the BexleyCo business case but include risks such as fall in capital values, 
inflation and interest rate risk. These risks are managed through the individual 
business cases which show detailed modelling of the risk factors and their impact. 
In order that commercial investments remain proportionate to the size of the 
authority, whilst there is no overall maximum investment limit, every business 
case is reviewed with the full impact of the decision assessed before a decision to 
proceed or abandon the scheme being made. 

3.1.3 Further details on the capital expenditure plans and the associated prudential 
indicators which include the commercial activities can be found in the Treasury 
Management Strategy Statement. The Council’s capital expenditure plans are the 
key driver of treasury management activity with the output of these plans reflected 
in the TMSS and prudential indicators. These are designed to assist Member’s 
overview and confirm capital expenditure plans.

3.2 Risk Management and Mitigation

3.2.1 Specific risks for individual schemes are contained within the project business 
cases. The scale and importance of the project will dictate the level of business 
case evaluation. Sound business case protocols can mitigate the risk of business 
case collapse with appropriate levels of contingency being built into the business 
case to mitigate risks. 

3.2.2 In addition to specific risks associated with projects there are a number of cross 
cutting risks that apply to all capital investments.

 Interest Rate Risk - This is managed indirectly through the TMSS and 
through our treasury advisers Link Asset Services

 Inflation Risk – Whilst we are in a period of low inflation, inflation risk 
should always be a concern as slippage can potentially decrease the 
purchasing power. This can be mitigated by good project management and 
clearly identified cash flow projections.



 Legal Risk – Capital schemes need to comply with the latest relevant 
regulations which can change and lead to an impact on construction costs 
for example.  This is mitigated by awareness of pipelines changes and 
through contingencies

 Market health and commercial values – when projects are entered, the 
business case often depends on key assumptions or estimates of future 
market positions.  Should market movements mean that these 
assumptions are inaccurate then this may lead to a change in the project 
financials.  This risk can be mitigated through performance monitoring and 
contingencies.

 Supplier financial stability – To mitigate this the Council considers the 
financial robustness of all contractors and partners and requests 
appropriate financial standing assurance.

 Reputational Risk – This is particularly relevant to the public sector and 
can result in the public losing faith in the organisation. The risk can be 
mitigated by good project management and communication with clear 
expectations of all stakeholders being key.

 Financial risk due to programme delay – as the schemes progress into 
delivery phase the costs of the programmes become more significant, 
including the costs of any borrowing, of the holding costs of construction 
sites and the operating costs of the joint venture partners, which will be 
incurred even during times of delay.  This can occur for external reasons – 
e.g. inclement weather that stops work on site – or reasons internal to the 
council – e.g. delays from slipped planned phasing or decision making 
deadlines.  Many external causes can be mitigated by insurance cover or 
contingency sums, and close contract management with partners.  The 
internal process risk can be mitigated by clear planning and timetabling of 
key decisions and project approval phasing, and monitoring and 
management of the project plans against those deliverables.

3.3 Knowledge and Skills

3.3.1 The Council employs professionally qualified and experienced staff in senior 
positions with responsibility for making capital expenditure, borrowing and 
investment decisions. The Council also has a training and development 
programme to support staff to study towards relevant professional qualifications.

3.3.2 Where Council staff do not have the knowledge and skills required, use is made 
of external advisers and consultants that are specialists in their field. This 
approach is more cost effective than employing such staff directly and ensures 
that the Council has access to knowledge and skills commensurate with its risk 
appetite. 

3.3.3 Member training was undertaken as part of the induction programme following the 
recent election, and training and advice is provided to relevant cabinet portfolio 
members.  



3.4 Summary

3.4.1 The Council needs to manage and control its future capital programme and 
investment very carefully to ensure that it meets its fiduciary responsibilities. It will 
need to carefully prioritise future capital investment to deliver optimum outcomes 
as resources become increasingly scarce. A number of new schemes rely upon 
borrowing which creates a long-term budgetary commitment for the Council for 
which it anticipates that it will receive financial returns of income in addition to 
meeting the primary objectives of economic development and regenerations. It is 
therefore essential that there is robust and proactive management of all capital 
projects going forward in order to deliver the financial plans set out in each 
approved business case. In particular, the delivery of income streams due from the 
series of Regeneration led projects for housing development are crucial and 
underpin the Council’s ability to meet the cost of this capital investment and 
generate future revenue returns to support the delivery of the MTFS. Failure to 
deliver to plan, could result in significant financial pressures for the Council and 
therefore robust programme and project governance will be essential. 

4 Annual Minimum Revenue Provision (MRP) Statement 2019/20

4.1 Introduction

4.1.1 Local authorities are required each year to set aside some of their revenues as 
provision for debt repayment. This is known as Minimum Revenue Provision 
(MRP), and how this is calculated depends on when the relevant capital 
expenditure occurred.   Prior to April 2008, this calculation was defined by statute 
and regulations and specified as a 4% charge in respect of the amount of non-HRA 
Capital Financing Requirement (CFR). 

4.1.2 The CFR represents the cumulative amount of borrowing that has been incurred to 
pay for the Council’s capital assets less amounts that had been set aside for the 
repayment of debt over the years. The MRP charge for any one financial year is 
applied to the CFR calculated as at the end of the previous financial year. 

4.1.3 On 1 April 2008, the Prudential Code came into effect, under which regulations 
local authorities have a general duty to make an MRP charge to revenue which it 
considers to be prudent. The regulation does not itself define “prudent provision”. 
However, guidance specifies a range of methods for MRP calculation which the 
Secretary of State considers to be prudent thereby effectively determining prudent 
provision.  

4.2 2019/20 Minimum Revenue Provision Policy

4.2.1 The MRP charge for capital expenditure incurred before 1st April 2008 (prior to the 
introduction of the Prudential Code), or which has subsequently been financed by 
supported borrowing (i.e. where the Council may be in receipt of Government 
resources to meet financing costs), will be based on the previous regulatory method 
of Capital Financing Requirement at 4% of the opening balance less prescribed 
adjustments.

4.2.2 For all unsupported borrowing, exercised under the Prudential Code, the MRP 
Policy is based on the Asset Life Method. The minimum revenue provision will be 



at equal annual instalments over the life of the asset. The first charge will be 
delayed until the asset is operational.

4.2.3 The Authority will be proactive about what assets are financed via the unsupported 
route. Under the Asset Life Method, short life assets will incur a higher MRP than 
longer life assets. Therefore, it would be more beneficial to finance short life assets, 
e.g. vehicles and IT equipment, from capital receipts or from direct revenue 
financing of the Capital Programme rather than unsupported borrowing, hence 
minimising the MRP.

4.2.4 No MRP will be applied to capital expenditure financed by unsupported borrowing 
that causes an increase in the CFR but which has been taken out in the short term 
to bridge the timing difference between anticipated and actual capital receipts. It is 
anticipated that capital receipts will repay this short term borrowing need. Therefore 
no MRP charge is required as there is already a prudent provision for repayment. 

The amount of MRP chargeable relating to finance leases and PFI contracts will be 
equal to the element of the rent/charge that goes to write down the balance sheet 
liability. 

4.3 Loans to Third Party Organisations 

4.3.1 Under statutory requirements the payment of a third party loan will normally be 
treated as capital expenditure. The subsequent loan repayments, (which are 
treated as capital receipts under statutory requirements), will be used to reduce the 
long term liability and consequently the CFR. Therefore, as a result MRP will not 
generally be charged on the loan as it is not appropriate to do so. 



Existing Approved Capital Programme  
 

2018/19
£'m 

 
2019/20

£'m 

 
2020/21

£'m 

 
2021/22

£'m 
 Total
£'m 

 Growth       

Growth Fund:      
a) Land and property acquisitions for future 
development 

        
7.582 

               
- 

               
- 

               
- 

        
7.582 

b) Other strategic acquisitions and investments 
       

19.849 
               

- 
               

- 
               

- 
       

19.849 

Erith Regeneration Programme
       

10.141 
        

8.782 
        

0.233 
        

0.233 
       

19.389 

Sidcup Regeneration
        

0.676 
        

1.500 
        

5.600 
        

5.000 
       

12.776 
Abbey Wood & South Thamesmead Housing 
Zone CPO

        
1.935    

        
1.935 

Ridgeway Project
        

0.010 
               

- 
               

- 
               

- 
        

0.010 

Housing Regeneration
        

0.677 
        

1.600 
        

5.000 
        

3.000 
       

10.277 

Town Centre Improvements
        

0.154 
               

-  
               

- 
        

0.154 

 Total Growth        
41.024 

       
11.882 

       
10.833 

        
8.233 

       
71.972 

 Health & Social Infrastructure      
Acquisition of Properties for Temporary 
Accommodation

        
7.742 

        
5.000 

               
- 

               
- 

       
12.742 

Contribution To Provision Of Affordable 
Housing

        
2.870 

        
2.280 

               
- 

               
- 

        
5.150 

Extra Care  
               

- 
        

3.050 
        

7.000 
               

- 
       

10.050 

Disabled Facilities Grant  
        

2.422    
        

2.422 

Investment in Community Capacity 
        

0.227 
               

- 
               

- 
               

- 
        

0.227 

Integrated Client Information System
        

0.375 
               

-  
               

- 
        

0.375 

Changing Places
        

0.030 
        

0.150 
               

- 
               

- 
        

0.180 

Rolling Programmes:     
               

- 

 - Private Sector Renewals  
        

0.545    
        

0.545 

 - Social Care Capitalised Equipment
        

0.200 
        

0.200 
               

- 
               

- 
        

0.400 

 Total Health & Social Infrastructure        
14.411 

       
10.680 

        
7.000 

               
- 

       
32.091 

 Green Infrastructure, Environment & 
Leisure      

Replacement of the Street Services Fleet
        

0.055 
        

2.757 
               

- 
               

- 
        

2.812 
Waste - Provision of Plant & Vehicles At 
Thames Road and Reuse/Recycling Centres  

        
0.100 

        
1.283 

               
- 

               
- 

        
1.383 

Improvements to Mini-Recycling Sites
        

0.067 
               

- 
               

- 
               

- 
        

0.067 

Lesnes Abbey
        

0.103 
               

- 
               

- 
               

- 
        

0.103 
Cemetery Interment Arrangements (Spend to 
Save)    

        
0.275 

        
0.250 

        
0.141  

        
0.666 

Howbury Community Facilities Project                                                              



Existing Approved Capital Programme  
 

2018/19
£'m 

 
2019/20

£'m 

 
2020/21

£'m 

 
2021/22

£'m 
 Total
£'m 

0.024 - - - 0.024 
Mayplace Recreation Ground - Pitch 
Refurbishment

        
0.039 

               
- 

               
- 

               
- 

        
0.039 

Europa Gym Project
               

- 
        

0.328 
               

- 
               

- 
        

0.328 
Improvement to Danson Jetty and Outdoor 
Equipment  

               
- 

        
0.246 

               
- 

               
- 

        
0.246 

Grounds Maintenance Improvements at 
Bursted Woods and Slade Green  

        
0.055 

               
- 

               
- 

               
- 

        
0.055 

Crayford Meadows
        

0.047 
               

- 
               

- 
               

- 
        

0.047 

Rolling Programmes:    
               

- 

  - Flood Risk Management Programme 
        

0.055 
        

0.600   
        

0.655 

 - Replacement Waste & Recycling Containers    
        

0.405 
        

0.100   
        

0.505 

 - Allotments Improvements    
        

0.106 
        

0.040   
        

0.146 

 - Playground Improvements    
        

0.177   
        

0.177 
 Total Green Infrastructure, Environment & 
Leisure 

        
1.508 

        
5.604 

        
0.141 

               
- 

        
7.253 

 Libraries, Heritage & Culture      

Libraries Self Service and Security Gates
        

0.220 
        

0.272 
               

- 
               

- 
        

0.492 

New Library in Thamesmead
        

0.059 
        

0.466 
               

- 
               

- 
        

0.525 

Central Library Roof Repair
               

- 
        

0.219 
               

- 
               

- 
        

0.219 

 Total Libraries, Heritage & Culture         
0.279 

        
0.957 

               
- 

               
- 

        
1.236 

 Digital Infrastructure     
               

- 
Traffic Enforcement by Remote Automated 
Digital Cameras

        
0.200 

        
0.050 

               
- 

               
- 

        
0.250 

CCTV - Programmed Renewals
        

0.000   
               

- 
        

0.000 

Digital In-Fill Programme  
        

0.100 
               

- 
               

- 
               

- 
        

0.100 

 Total Digital Infrastructure         
0.300 

        
0.050 

               
- 

               
- 

        
0.350 

 Schools & Adult Education      

School Expansion Programme
        

8.886 
       

13.450 
               

- 
               

- 
       

22.336 

Schools Capital Maintenance
        

1.017 
        

0.902   
        

1.919 

Devolved Formula Capital Grant 
        

0.148 
               

- 
               

- 
               

- 
        

0.148 

Adult Education Development
        

0.099 
               

- 
               

- 
               

- 
        

0.099 

 Total Schools & Adult Education        
10.150 

       
14.352 

               
- 

               
- 

       
24.502 

 Transport Infrastructure      

Harrow Manor Way Transport Link
        

3.871 
        

1.000 
               

- 
               

- 
        

4.871 

Highways Reconstruction: Principal Roads
        

0.398 
               

- 
               

- 
               

- 
        

0.398 



Existing Approved Capital Programme  
 

2018/19
£'m 

 
2019/20

£'m 

 
2020/21

£'m 

 
2021/22

£'m 
 Total
£'m 

Highways Pot-hole funding
        

0.703 
               

- 
               

- 
               

- 
        

0.703 

Bridge Strengthening
        

0.065 
               

- 
               

- 
               

- 
        

0.065 
Abbey Wood Station Public Realm 
Improvements

        
2.662 

        
1.500 

               
- 

               
- 

        
4.162 

Corridors, Neighbourhoods & Supporting 
Measures

        
1.343 

               
- 

               
- 

               
- 

        
1.343 

Town Centres - investment in Bexleyheath
        

0.756 
               

- 
               

- 
               

- 
        

0.756 

LED and Part Night Lighting
        

0.344 
               

- 
               

- 
               

- 
        

0.344 

Bus Stop & Service Improvements
        

0.041 
               

- 
               

- 
               

- 
        

0.041 
Bexleyheath Sidcup & Crayford Parking 
Schemes

        
0.061 

               
- 

               
- 

               
- 

        
0.061 

Controlled Parking Zones 
               

- 
        

0.340 
        

0.250 
               

- 
        

0.590 
Electric Vehicle charging - Installing charging 
points 

        
0.010 

        
0.090 

               
- 

               
- 

        
0.100 

Safety Streets for People / Road Safety Centre
        

0.005 
               

- 
               

- 
               

- 
        

0.005 
Fraser Road Embankment Stabilisation: 
2019/20.

        
0.055    

        
0.055 

Rolling Programmes:     
               

- 

 - Highways Maintenance 
        

2.417    
        

2.417 

 - Street Lighting Column Replacement 
        

0.449    
        

0.449 

 - Town Centres Crayford & Welling Signal
        

0.376 
               

-  - 
               

- 
        

0.376 

 Total Transport Infrastructure        
13.555 

        
2.930 

        
0.250 

               
- 

       
16.735 

 Corporate Assets & Other Schemes      

Thames Road Depot Roof Replacement  
        

0.200 
        

0.600 
               

- 
               

- 
        

0.800 

Thames Road Depot Fire Safety Works  
        

0.100 
        

0.100 
               

- 
               

- 
        

0.200 
Thames Road Depot & Transfer Station 
Resurfacing

        
0.035 

               
- 

               
- 

               
- 

        
0.035 

Bexley First - New Civic Accommodation: 
Phase Two

        
0.011 

        
0.075 

               
- 

               
- 

        
0.086 

Broadway Shopping Centre  
        

0.380 
        

0.250 
               

- 
               

- 
        

0.630 

Print Room Equipment Upgrade
        

0.045 
               

- 
               

- 
               

- 
        

0.045 

Rolling Programmes:     
               

- 

 - Corporate Capitalised Building Maintenance 
        

2.090    
        

2.090 

 - Energy Conservation Measures
               

- 
        

0.439 
               

- 
               

- 
        

0.439 

 Total Corporate Assets & Other Schemes         
2.861 

        
1.464 

               
- 

               
- 

        
4.325 

Total Capital Expenditure
     
84.089 

     
47.919 18.224 8.233 158.465




