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CAPITAL STRATEGY 

Why do we need a capital strategy? 

 

1. Camden continues to operate in a financially challenging and uncertain climate. Ongoing 

austerity from central government, including the lack of a sustainable funding strategy 

for local authorities, is coupled with rising cost pressures and very significant growth in 

the demand for our services. Since 2010, our like-for-like funding has reduced by 54% 

and the Council has been forced to make an unprecedented £169m of savings over the 

last eight years. 

 

2. While a financial challenge of this scale will always require some tough choices, 

Camden’s approach has not been a simple reduction in budgets. Instead, we have 

developed an evidence-based and outcomes-focussed Medium Term Financial 

Strategy, which directs our resources to achieving the ambitious priorities set out in 

Camden 2025 and Our Camden Plan. Through continued innovation, a focus on 

prevention, integrated and joined-up services, and working closely with residents and 

partners, we believe we can protect the public services that form the backbone of our 

communities while delivering on our ambitions for Camden and its citizens. However, we 

will only achieve these ambitions if they are supported by the right investment in our 

technology, buildings and communities. It is therefore vital that our capital investment 

plans form an integral part of the overall financial strategy which supports our strategic 

vision. 

 
3. While all local authorities are required  to produce and adopt a capital strategy under the 

Prudential Code for Capital Finance in Local Authories (The Code), 1  this process also 

provides us with a valuable opportunity to ensure that our capital investment plans are 

fully aligned with our aspirations for Camden and its citizens, as set out in our key 

strategic documents; Camden 2025 and Camden 2025. Doing so helps us to ensure that 

investment decisions are made with a full appreciation of long-term financing 

implications, revenue and service impacts and potential risks to the authority. 

 

4. In addition to our key strategic documents, the capital strategy also draws together other 

key planning tools such as the Treasury Management Strategy, Medium Term Financial 

Strategy (MTFS), ICT Strategy, Assets Management Planning, and governance 

arrangements incorporating the requirements of the revised Prudential Code and 

Prudential Code Indicators. 

 
5. The Code requires that the capital strategy is approved annually at a meeting of the 

Council and that the Chief Finance Officer reports annually on the deliverability, 

affordability and risk associated with the Capital Strategy. 

 

 

Camden’s capital strategy 

 

6. The capital strategy sets out how capital expenditure, capital financing and treasury 

management activity contribute to the provision of services. It also provides an overview 

of how the associated risk is managed and what the implications are for the Council’s 

future financial sustainability. It forms part of the integrated revenue, capital and balance 

sheet planning. It sets out the long-term context within which our capital expenditure and 

                                                           
1This was updated by the Chartered Institute of Public Finance and Accountancy (CIPFA) in December 

2017. 
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investment decisions are made, giving due consideration to risk and reward, and the 

impact on achieving our strategic outcomes in Camden 2025 and Our Camden Plan.   

 

7. The capital strategy also provides:   

 

- The governance process for approving and monitoring capital expenditure, including 

proper option appraisal; 

- A long-term view of our capital expenditure plans, financing strategy, associated 

risks and how these are managed; 

- An assessment of the impact that capital expenditure has on the financial stability of 

the organisation, including consideration of the revenue implications and full-life 

costing. 

- Key indicators to demonstrate and support affordability, sustainability, prudence. 

 

Governance 

 

8. The governance process for capital expenditure is closely aligned with the Council’s 

Constitution, Financial Regulations and Scheme of Delegation and supports the 

democratic decision-making and scrutiny processes which provide overall political 

direction and ensure accountability for the investment in the Capital Programme. 

 

9. To ensure that available resources are allocated optimally and deliver value for money, 

investment programme planning is, whilst having its own approval process, determined 

in parallel with the service and revenue budget planning process within the framework of 

the MTFS, with the annual capital budget review falling in the July MTFS reporting cycle.  

Further details are provided in Annex 1. 

 

Capital expenditure plans and financing strategy 

 

10. Following an extensive and innovative programme of engagement with Camden 

residents, community partners and Council staff, our local community came together to 

develop a joint vision for the Borough - Camden 2025.  

 

11. This vision reflects the ambitions of the people who live, work and study in Camden, and 

is based on their aspirations for the Borough by 2025. It is a call to action which seeks to 

inspire a new way of working; one where Camden’s people, the council and others work 

together to develop new, joint solutions to the challenges we face. The main themes and 

calls to action set out in Camden 2025 are: 

 

- Homes and housing: In 2025, everyone in Camden should have a place they call 

home. 

- Strong growth and access to jobs: In 2025, growth in Camden should be strong 

and inclusive – everyone should be able to access the work that is right for them. 

- Safe, strong and open communities: In 2025, Camden should be safe, strong and 

open, and everyone should be able to contribute to their community 

- Clean, vibrant and sustainable places: In 2025, Camden should be a clean, 

vibrant and sustainable place 

- Healthy independent lives: In 2025, everyone in Camden should be able to live a 

healthy, independent life. 

 

12. Our capital investment plans form an integral part of our plans to deliver on the Camden 

2025 vision. The Council has embarked on an ambitious capital programme, to invest 
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directly in the infrastructure needed to realise the calls to actions set out above. This 

includes: 

 

- A Community investment and regeneration programme (CIP) which is delivering new 

social, affordable and private housing as well as local amenities, employment 

spaces, community facilities, new and refurbished school buildings, and improved 

public realm and open spaces. 

- A major investment in the Council’s role in helping people that are removed from the 

job market to secure high-quality work, using our strong relationship with residents 

and tenants.  

- Major improvements and repairs to our existing council homes, continuing to deliver 

on the Better Homes programme and helping to develop safer communities. 

- Protecting existing and creating the next generation of public sector buildings – 

spaces that empower residents, provide space for community activity and improve 

cohesion and resilience. This means investing in schools, care homes and council 

buildings, and tackling backlog repairs. 

- Investment in a new, improved Council website, designed in response to extensive 

feedback from residents, which makes it easier for Camden’s citizens to engage with 

the Council and to access important Council services.  

- Improvements to highways, roads, infrastructure and traffic management, air-

pollution reduction and other sustainable, green measures; 

- The West End Project – a major transformation scheme to deliver exciting 

improvements to the heart of Camden’s busy West End, which will provide safer, 

greener and more attractive streets for residents and visitors, and help to attract, 

sustain and boost local businesses. 

 

13. The total capital programme for the next 10 years stands at £1.135bn, of which 

£0.820bn is being invested in the homes through the Community Investment and 

regeneration and the Better Homes programmes.  The table below shows the planned 

level of investment as at month 8 (November).   

 

  

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 
to 27/28 

Total 
          

  £000 £000 £000 £000 £000 £000 £000 

ICT 2,924 800 0 0 0 0 3,724 

  Community Services 725 1,751 800 0 0 0 3,276 

  Development 98,009 107,673 79,991 77,701 55,819 112,939 532,132 

  Place Management 13,261 12,717 967 542 1,365 5,598 34,450 

  Property Management 110,426 113,682 96,485 64,268 40,582 87,522 512,965 

  Regen & Planning 22,435 22,223 1,890 264 264 944 48,020 

  Total Capital Expenditure 247,780 258,846 180,133 142,775 98,030 207,003 1,134,567 

 

 

14. The current approved capital programme is covered in in section 2 of the MTFS report 

with online appendix providing more detail on both expenditure and funding plans.  

 

15. The capital programme is a 10-year rolling programme, which is reviewed annually 

following the year end and is reported in the summer cycle of the MTFS (usually July).  

The capital programme review aims to update progress across the programme, 

incorporate new government grants, other contributions and resources made available 

to the authority and to add new projects that support the MTFS and deliver on the 

council’s statutory responsibilities.  The allocation of capital resources to fund the 

investment in backlog maintenance works, to maintain assets such as roads, parks, 
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operational buildings and schools and/or meet statutory responsibilities, is carried out on 

a five-year cycle.  Work is under way to identify the need for capital investment over the 

next 5 years (from 2020/21) and match this to our estimated future resources.  This work 

is expected to be complete over the summer, with proposals to be submitted to relevant 

officers’ and members’ groups for discussion and/or approval in autumn/winter 2019. 

 

Capital funding approach 

 

16. The Capital Strategy aims to maximise the resources available to the authority for capital 

investment to meet our strategic priories within the framework of the Prudential Code 

and the MTFS, while ensuring that business cases are robust and based on self-

sustaining financial models that deliver on our wider strategic and service aims and 

outcomes.  Capital investment is funded from a number of different sources including 

government grants, developers’ and other contributions, capital receipts, revenue 

reserves and borrowing.  Annex B sets out the various funding streams in more detail, 

while the table below shows the funding plans over the next 10 years: 

 

FUNDING PLANS 

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 
to 27/28 

Total 
          

Total Capital Expenditure: 247,780 258,846 180,133 142,775 98,030 207,003 1,134,567 

Funded from:               

Government Grants 15,633 13,511 3,595 106 0 0 32,845 

Developers and other 
external contributions 

44,187 30,073 11,763 11,195 10,274 20,444 127,936 

Prudential borrowing: 34,891 39,533 24,812 12,976 15,920 3,895 132,027 

Councils Reserves: 60,942 44,433 41,811 48,003 27,305 98,798 321,292 

Capital receipts - utilised 92,127 131,296 98,152 70,495 44,531 83,866 520,467 

Total FUNDING 247,780 258,846 180,133 142,775 98,030 207,003 1,134,567 

 

 

17. The Council will endeavour to maximise grants and contributions allocations through 

developing appropriate projects to bid for such resources.  The funding plans will be 

updated throughout the year as any new grants and allocations become available, to 

enable better financial planning and treasury management. The council will continue to 

use capital receipts from the disposal of assets to either invest in the capital programme 

or to offset debt.  Capital-receipt resources will continue to be allocated to 

projects/investments in accordance with the strategic vision and priorities set out in 

Camden 2025 and Our Camden Plan.  Any borrowing to be undertaken will comply with 

the Prudential Code and will be approved by Cabinet, in line with the Council’s 

Constitution and Scheme of Delegation.  Minimum Revenue Provision (MRP) will be 

calculated on the debt balance in line with Council’s policy on MRP, which is considered 

and approved annually.  The MRP policy is provided in Appendix 5 to the Treasury 

Management Strategy (elsewhere on the agenda). 

 

Treasury Management Strategy 

 

18. In Our Camden Plan, the Council commits to maintaining “long-term plans to ensure we 

remain a financially stable authority in a very different financial climate”. A robust and 

effective Treasury Management Strategy is crucial to delivering on this ambition. The 

Treasury Strategy provides a perspective on the management of investments of £267m 

and debt of £343m worth of Council resources, considers the Council’s long-term 
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borrowing needs and considers external factors that impact the future treasury 

management plans of the Council. 

 

19. The Council’s investment priorities are firstly, the security of its capital, and secondly, the 

liquidity of its investments.  After these overriding priorities, the Council will aim to 

optimise the return on its investments, commensurate with high levels of security and 

good liquidity. The risk appetite of this Council is low in order to give priority to security 

of its investments, which is paramount. 

. 

20. The Treasury Management Strategy (which sets out the medium term borrowing 

requirement), the prudential limits, the Prudential and Treasury Management Indicators 

and the MRP policy is updated and reported to Council at least twice a year.   

 

 

Indicators 

 

21. In order to ensure that all capital expenditure, investment and borrowing decisions are 

prudent and sustainable the authority takes into account arrangements for repayment of 

debt, consideration of risk and impact on the overall fiscal stability of the authority.  

Prudential indicators are set in line with the capital strategy and are monitored against 

the indicators for capital expenditure and debt specified by the Prudential Code. 

 

22. In setting prudential indicators the authority is required to have due regard to: 

 

 Prudence and sustainability – i.e. risks, whole-life costings and implications for 

external debt; 

 Affordability - implications for long-term resources and ultimately the council tax; 

 

23. The Council operates two debt pools – one for the General Fund (GF) and one for the 

Housing Revenue Account (HRA) alongside their respective CFRs. 

 

24. The Code requires that separate indicators are set for Housing Revenue Account (HRA) 

so that the impact on rent levels can be assessed while considering affordability of 

capital plans. 

 

25. Table 1 below presents the recommended prudential indicators for the authority as a 

whole. Table 2 presents the HRA indicators while Annex C explains these in more detail: 

 

Table 1 

Indicators GF Type 2017/18 
£m 

2018/19 
£m 

2019/20 
£m 

2020/21 
£m 

2021/22 
£m 

Est. of Capital 
Expenditure 

Prudence 189 248 259 180 143 

Est. of Capital 
Financing 
Requirements (CFR) 

Prudence 514 519 564 583 590 

Authorised Limit of 
external Debt 

Prudence 614 619 664 683 690 

Operational 
Boundary for external 
Debt 

Prudence 514 519 564 583 590 

Actual External Debt Prudence 343 329 329 329 329 
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Table 2 – HRA Indicators: 

Indicator HRA Type 2017/18 
£m 

2018/19 
£m 

2019/20 
£m 

2020/21 
£m 

2021/22 
£m 

Est. of Capital 
Expenditure 

Prudence 127 146 143 134 115 

Est. of Capital 
Financing 
Requirements (CFR) 

Prudence 468 479 478 485 508 

HRA self-financing 
borrowing limit 

Prudence 525 525 525 525 525 

HRA borrowing limit 
compared to HRA 
CFR (headroom) 

Prudence 57 46 47 40 17 
 

Actual External Debt Prudence 299 287 287 287 287 

 
 

Conclusion 

 

Camden 2025 sets out an ambitious, community-led vision for our Borough. If we are to 

realise this vision in the face of unprecendented cuts in central government funding, we know 

that an evidence-based approach is essential. Camden’s Medium Term Finanancial Strategy 

sets out a detailed, evidenced-based analysis of how we can achieve the Camden 2025 

vision, by focusing our resources on the areas which we know will have the most impact. This 

capital strategy continues that approach, by aligning our capital investment plans with our 

Camden 2025 vision. We know that it is capital investment which will build the new houses we 

need for our citziens, build the new schools which are critical for ensuring our children get the 

best start in life, and fund the innovative digital solutions which will improve people’s access to 

the services they rely on. This capital strategy will help us to deliver our strategic ambitions for 

Camden and its citizens, while protecting the Council’s financial stability in a very challenging 

financial climate.  

Gross Debt <= CFR 
actuals plus 3 year 
estimates 

Prudence      
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Annex A  

GOVERNANCE 

1. The governance process is closely aligned with the Council’s Constitution, Financial 

regulations and Scheme of Delegation and supports democratic decision-making and 

scrutiny processes which provide overall political direction and ensure accountability 

for the investment in the Capital Programme. These processes include: 

 

- The Full Council which is ultimately responsible for approving the Capital Strategy, 

the Treasury Management Strategy and Policy and the subsequent Capital 

Programme and Medium Term Financial Strategy. 

- The Cabinet approves the capital programme, variations to the approved 

programme and receives monitoring reports at least twice a year. 

- The Scrutiny Committee is responsible for scrutiny of the MTFS and significant 

projects. 

- CIP Cabinet Subgroup reviews the strategic direction of the programme to ensure 

programme’s outcomes aligned with Camden’s Vision. Responsible for scrutiny, 

challenge and approval of major development projects to ensure viability of 

business cases and value for money; receive regular monitoring reports; 

- All projects within the capital programme follow the approval, procurement and 

management and reporting rules set by the Council’s constitution, standing orders 

and financial regulations. 

 

2. There are in place a number of officer groups which bring together a range of service 

interests and professional expertise and contribute to robust project evaluation, 

prioritisation and challenge of viability, affordability and deliverability of projects as well 

as undertaking regular monitoring and post completion reviews.  These officer groups 

include: 

- CIP Development Board and Departmental Management Teams (DMTs) - The 

main forums for reviewing all implementation and financial aspects of the capital 

programme. These groups review the strategic direction of relevant parts of the 

programme, ensure outcomes are aligned with Camden’s Plan, that significant 

projects have a viable Business Case and that Value for Money is delivered for the 

Council. They also monitor the expenditure and funding requirements of the capital 

programme and subsequent revenue impacts, consider and assess new proposals 

and recommend new projects for submission to the Gateway process. 

- Gateway – receives, reviews and challenges submitted business cases which need 

to include the investment levels required, source of funding, outcomes to be 

delivered, risk assessments, appropriate due diligence, repayment mechanisms, 

revenue impacts and full lifetime costings etc.  These are assessed for viability, 

deliverability, affordability and sustainability as well as alignment with strategic 

aims and priorities and service needs and appropriate recommendations made to 

the Investment and Resource Board. 

- Investment and Resource Board – reviews investment recommendations from the 

Gateway process and considers these in the conjunction with existing plans and 

commitments as well as future needs and aspirations taking account of existing 

and estimated future resources and makes funding and budget recommendations 

to the Camden Management Team (CMT) to be reported through the democratic 

governance process and if approved, included in the capital programme. 

 

3. The officers groups, their terms of reference and remit of responsibility are reviewed 

periodically to accommodate organisational structural changes, changes in policy or 

council’s strategic priorities.  
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Annex B  

CAPITAL FUNDING APPROACH 

 

1. Government and other grants – Grants are allocated by government departments and 

funding bodies to specific projects or programmes and the Council will endeavour to 

maximise such allocations. 

 

2. Developers and other third parties contributions - Contributions will continue to be 

sought from developers/funders towards the provision of public assets or facilities.  In 

some cases contributions are received in order to mitigate the impact of private 

developments on communities referred to as Section 106 and Community 

Infrastructure Levy (CIL). S106 contributions are usually earmarked for specific 

purposes in planning agreements and CIL payments relate to meeting infrastructure 

needs including education, community use, public realm and green and open spaces. 

Developers may also contribute to Highways Infrastructure through section 38 and 278 

agreements to facilitate their development.  

 

3. Revenue and Revenue Reserves – The Council maintains revenue reserves that are 

specifically held to meet future capital investment needs such as major repairs and 

future capital schemes reserves.  In addition capital expenditure may be funded by 

specific revenue budget provision should such be identified. However, the general 

pressures on the Council’s revenue budget limit the extent to which this option could 

be exercised and to which revenue reserves may be maintained as a source of capital 

funding. 

 

4. Leasing finance (where applicable) - Leasing does not currently play a part in funding 

the Council's capital expenditure, as vehicles and equipment are now purchased rather 

than leased if the financial analysis prove that purchase is more advantageous 

financially. However it is a possible source of finance but robust business case and 

analysis and need to be made to ensure that leasing provides value for money to be 

considered. 

 

5. Capital Receipts - Capital receipts from the disposal of asset represent a major funding 

source and it is important that strategic approach to disposals is adopted to support the 

priorities of the Council. Cash receipts from the disposal of surplus and newly 

developed assets are to be used to fund new capital investment or offset debt. 

Receipts may also be the prime source of funding where there is a strategic business 

case for an investment that delivers wider outcomes but where the financial return is 

insufficient to cover costs of borrowing.  The council will continue to maintain a policy 

of not ring-fencing the use of capital receipts to fund specific schemes or service areas 

to allocate resources in accordance with key aims and priorities. 

 

6. Prudential Borrowing - under the Prudential Code the Council has discretion to 

undertake borrowing for capital investment purposes. Given the ambitious capital 

programme and the pressure on the Council’s revenue budget in future years, prudent 

use is to be made of borrowing in cases where there is a clear financial benefit, such 

as “invest to save”, strategic service investment or major regeneration schemes. These 

schemes are expected to provide a net return over and above the borrowing cost 

inclusive of interest and Minimum Revenue Provision (MRP) which contributes to the 

overall Council financial position. This discretion is subject to complying with the 

Code’s regulatory framework which requires any such borrowing to be prudent, 
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affordable and sustainable. To enhance its prudent approach the Council will make no 

assessment of property appreciation in the borrowing strategy such that any benefit 

will be received on any future sale of assets and will maintain Minimum Revenue 

Provision in line with accepted policy. 

Annex C 

PRUDENTIAL INDICATORS 

1. The Prudential Code states:  “While indicators for sustainability are required to be set 

over a minimum three year rolling period, indicators should be set in line with a capital 

strategy and asset management plan that is sustainable over the longer term.” 

 

2. In setting prudential indicators the authority is required to have due regard to: 

- Service objectives – i.e. strategic planning for the authority; 

- Stewardship of assets – i.e. asset management planning 

- Value for money – i.e. option appraisal; 

- Prudence and sustainability – i.e. risks, whole life costings and implications for external 

debt; 

- Affordability – i.e. implications for long-term resources and ultimately the council tax; 

- Practicality – i.e. achievability of the forward plan. 

 

Affordability: 

 

3. The fundamental objective in the consideration of the affordability of the Authority’s 

capital plans is to ensure that the level of investment in capital assets proposed means 

that the total capital investment of the authority remains within sustainable limits.  In 

considering the affordability of its capital plans, the Authority is required to consider all 

of the resources currently available and estimated for the future, together with the 

totality of its capital plans, income and expenditure forecasts as well as due regard to 

financing costs. 

4. In considering affordability the authority considers: 

- To what extend resources are likely to be available to finance proposed capital 

expenditure; 

- The revenue consequences of proposed capital investment in both the medium and 

the long term; 

- Estimate of total interest costs and interest receivable; 

- Existing expenditure commitments, flexibility of spending plans to allow for future 

spending priorities 

 

Prudence and Sustainability 

 

5. The Prudential Code requires that the Authority shall ensure that all of its capital 

expenditure, investments and borrowing decisions are prudent and sustainable. In 

doing so it will take into account its arrangements for the repayment of debt and 

consideration of risk and the impact on the Authority’s overall fiscal sustainability.  The 

Authority is required to make reasonable estimates of the total capital expenditure that 

it plans to incur in the forthcoming financial year and at least the following two financial 

years together with anticipated sources of finance. 

 

Month 8 approved budget (exc. GLA cladding & building homes grants) 

 2018/19 
£m 

2019/20 
£m 

2020/21 
£m 

2021/22 
£m 

2022/23 
£m 

CAPITAL EXPENDITURE 247.780 258.846 180.133 142.775 98.030 

Funded from:      
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Grants and Contributions 59.807 43.584 15.358 11.301 10.274 

Revenue Reserves 60.942 44.433 41.811 48.003 27.305 

Capital Receipts 92.127 131.296 98.152 70.495 44.531 

Borrowing 34.891 39.533 24.812 12.976 15.920 

TOTAL Capital Funding: 247.780 258.846 180.133 142.775 98.030 

 

 

 

Capital Financing Requirements (CFR) 

 

6. The Prudential Code requires that Capital Financing Requirement (CFR) is calculated.  

The CFR represents the “underlying need to borrow”, i.e. capital expenditure which 

has not been funded from grants, capital receipts or other capital resources. It is 

derived by consolidating a number of Balance Sheet items namely fixed assets and 

unusable reserves.  The level of CFR also affects the level of Minimum Revenue 

Provision that the authority needs to charge to the accounts. 

 

7. The Code states that “In order to ensure that over the medium term net debt will only 

be for a capital purpose, the local authority should ensure that net debt does not, 

except in the short term, exceed the total of the capital financing requirement in the 

preceding year plus the estimates of any additional capital financing requirement for 

the current and next two financial years.” This is a key indicator of prudence. 

 

8. The tables below set the recommended indicators as already shown in para. 20 of this 

paper: 

 

 

Table 1 

 

 

Table 2 – HRA Indicators: 

Indicator HRA Type 2017/18 
£m 

2018/19 
£m 

2019/20 
£m 

2020/21 
£m 

2021/22 
£m 

Est. of Capital 
Expenditure 

Prudence 127 146 143 134 115 

Est. of Capital 
Financing 
Requirements (CFR) 

Prudence 468 479 478 485 508 

Indicators GF Type 2017/18 
£m 

2018/19 
£m 

2019/20 
£m 

2020/21 
£m 

2021/22 
£m 

Est. of Capital 
Expenditure 

Prudence 189 248 259 180 143 

Est. of Capital 
Financing 
Requirements (CFR) 

Prudence 514 519 564 583 590 

Authorised Limit of 
external Debt 

Prudence 614 619 664 683 690 

Operational 
Boundary for external 
Debt 

Prudence 514 519 564 583 590 

Actual External Debt Prudence 343 329 329 329 329 

Gross Debt <= CFR 
actuals plus 3 year 
estimates 

Prudence      
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HRA self-financing 
borrowing limit 

Prudence 525 525 525 525 525 

HRA borrowing limit 
compared to HRA 
CFR (headroom) 

Prudence 57 46 47 40 17 
 

Actual External Debt Prudence 299 287 287 287 287 

 
 

 

9. The indicators may be revised periodically if the Council wishes to introduce more 

meaningful, local indicators that may better represent the local long term plans and risk 

appetite.  Any revision of the prudential indicators will be reported to full Council for 

approval and adoption. 

 


