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Capital Investment Strategy 2018/19 through to 2022/23

This Capital Investment Strategy has been prepared for consideration by the Strategy and 
Resources Scrutiny Committee and Cabinet for overall approval by Council by the Corporate 
Director of Resources exercising the S151 function:

 To ensure effective deployment of resources and requires the application of capital 
resources which are affordable by the Council. 

 Having regard to the Secretary of State’s guidance on Local Government 
Investments issued under section 15(1)(a) of the Local Government Act 2003

 Having regard to current editions of the CIPFA codes by regulations 2 and 24 of the 
Local Authorities (Capital Finance and Accounting) (England) Regulations 2003 
[SI3146] as amended

The programmes provide investment to enable the development of efficient services and 
income generating investments. The risks of investment within the Strategy have been 
assessed and, where necessary, specialised advice has been sought to ensure effective 
outcomes.

1) Purpose of the Capital Investment Strategy

This Capital Investment Strategy aims to outline the objectives of Redbridge’s Capital 
Programme to ensure that these are aligned to deliver the corporate priorities as set out in 
the Borough Plan, highlight the process for setting it annually, identify the different sources 
of funding available and outline the process for monitoring the programme’s progress 
through to delivery.

The Strategy has been prepared to enable an understanding of the capital investment plans 
including the attainment of stewardship, value for money, prudence, sustainability and 
affordability are employed. The Strategy sets out the long term context in which capital 
expenditure and investment decisions are made and gives due consideration to both risk 
and reward and impact on the achievement of priority outcomes.

This strategy also encompasses the requirements of the new legislation regarding Non-
Financial Assets which are held primarily or partially to generate a profit such as investment 
property portfolios. These requirements are clearly set out in the statutory guidance on 
Local Government Investments (3rd edition).

Capital Expenditure is defined within the Chartered Institute of Public Finance and 
Accountancy’s (CIPFA) Accounting Code of Practice as;  

“…Expenditure that results in the acquisition, construction, or the enhancement of 
non-current assets (tangible or intangible) in accordance with proper practices… All 
other expenditure must be accounted for as revenue expenditure unless specifically 
directed by the Secretary of State. “
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2) Knowledge and Skills
The Capital Investment Strategy has been developed by Officers of the Council, who have 
relevant knowledge and technical skills. In addition, external advice and management is 
employed by the Council procuring and appointing suitably qualified advisors and 
managers to support the development, operation and design of the programmes.

Treasury management advisors are also contracted to advise on the financing of the 
Programme, and other advisors of a more specialist nature will also be procured where 
appropriate.

3) Key objectives of Redbridge’s Capital Programme

The key objectives of Redbridge’s Capital Programme are to ensure;

 Capital assets are used to support the delivery of corporate priorities and Borough 
services (including the Housing Revenue Account (HRA)) in line with the Council’s 4 
key priorities;

 Expenditure is aligned to the Council’s Asset Management Plan and HRA Business 
Plan to ensure that buildings and infrastructure, such as schools, roads and housing 
dwellings are fit for purpose and in a suitable condition to deliver services to the 
communities they serve;

 All investments are affordable, sustainable and financially prudent;

 Expenditure supports and enhances service delivery and/or generates revenue 
savings or income streams.

In setting the new programme the Council will strongly consider projects that can generate 
new or additional future on-going income revenues to replace reducing income projections 
from grants and enable services that are required by the community to be provided. 
Opportunities will also be explored to develop new ways of relieving future pressures that 
have been identified, such as the acute housing shortages, environmental control initiatives 
and technological modernisation. 

The Council will look to maximise opportunities to secure external funds and work with 
partners, both private and other government agencies, to increase the overall level of 
investment within the Borough to support priorities and economic development.

4) The Council’s Key Priorities are:

Our Priorities For 2025
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Our goal here is not to set out a detailed road map for the next decade, but to identify 
concrete opportunities that we can realistically grasp right now to help deliver a better 
future whatever else may happen. We will formally review our shared priorities every year 
to ensure that we are constantly addressing the most important issues for the Borough.

These priorities are not the only things we will achieve over the coming years. As individual 
organisations we will continue to focus on providing the best possible education, health 
and street services to our residents. We will make sure we coordinate this work either 
through the Borough partnership or through groups such as the Borough’s Health and 
Wellbeing Board.

Our initial work programme will focus on:

Ensuring regeneration benefits our communities: we will work together to reduce the 
20% of our residents who work for low pay. The Council has already taken steps towards 
achieving this by introducing the London Living Wage for all directly employed staff, and 
will extend the same benefits to contracted staff over the coming years. We will encourage 
public services and private employers in Redbridge to achieve London Living Wage (LLW) 
status, and we will seek opportunities to tailor public sector job offerings so that they are 
more accessible to people in the Borough. Our goal will be to offer high quality employment 
opportunities that can help people to escape in-work poverty, with a focus on supporting 
vulnerable people to lead independent, healthy lives. We will work together to provide 
good schools and high-quality life-long education opportunities so that our residents have 
the skills to secure and progress in decent work.

Being a great place to live as a family: families come in all shapes and sizes, and in 
Redbridge we want all of them to thrive. This means maintaining the strong offer we already 
make to families: a clean and safe environment, an increasingly wide range of leisure 
facilities, great education offers and high quality green space. But it also means recognising 
that not every family in the Borough has equal access to these opportunities. We need to 
address this by giving children and young people a real voice in shaping the future of our 
Borough. Over the coming years the Redbridge Partnership will challenge young people to 
help us achieve UNICEF child-friendly city status, receiving global recognition for the quality 
of our support. 

Tackling the root causes of social challenges: from burglary to employment, from 
supporting dignity in old age to securing our children’s futures, Redbridge faces a wide 
range of complex social challenges. We know we cannot spend, enforce or legislate these 
issues away. The only way to secure the future our residents want is to address the root 
causes of our problems, finding ways to stop crime or diabetes before they emerge, and 
minimising their impact once they do. We will work together on specific problem areas – 
including crime and mental health. Mental wellbeing has a significant impact across many 
areas of a person’s life and overall wellbeing including their ability to work, maintain 
relationships, participating in family life and their local community. We need a partnership 
approach to tackle this challenge, and mental health has already been identified by our local 
health partners as one of their key transformation areas to be taken forward as part of work 
to develop an integrated care system across the Borough.
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5) Capital Programme

The current Capital Programme for 2018-19 was reported to the 17 July 2018 Cabinet, and 
the five-year programme amounts to £449.8m as shown below.

The Capital Programme will be reviewed as part of the budget setting process for 2019/20 
and future years which will be reported to Budget Council in February 2019.

Capital Programme 2018/19 to 2022/23  

Service Activity
2018/19

£m
2019/20

£m
2020/21

£m
2021/22

£m
2022/23

£m
Total

£m

People 2.7 1.6 1.6 - - 6.0
Place (excluding HRA) 102.6 67.1 65.8 55.5 23.1 314.1
Resources 5.4 3.7 2.6 1.6 - 13.3
Strategy 1.1 - - - - 1.1
Corporate - 5.0 6.0 2.5 - 13.5
General Fund 111.9 77.4 76.1 59.6 23.1 348.0
HRA (Place) 32.9 28.8 18.1 12.7 9.3 101.7
Total Programme 144.8 106.1 94.2 72.2 32.4 449.8

The major programme areas are as follows:
Service Activity 2018/19

£m
2019/20

£m
2020/21

£m
2021/22

£m
2022/23

£m
Total 

£m
Housing Development Project 
– Redbridge Living

3.0 23.0 24.3 20.0 - 70.3

Investment Assets - Acquisition 22.1 20.0 20.0 20.0 20.0 102.1

Existing Social Housing Stock 13.2 9.4 12.5 12.7 9.3 57.1

New Affordable Housing 16.9 19.3 5.6 - - 41.8

Total 55.1 71.8 62.4 52.7 29.3 271.3

6) Redbridge Living Limited

The Council plans to establish a wholly owned company which will act as an investment 
vehicle and will construct properties primarily for private rent to secure an on-going 
revenue income. The company will be funded by the Council. Land transferred into the 
vehicle will form part of an equity package with working capital provided on market terms 
through loan finance. The precise funding mix will be determined on a project by project 
basis taking account of the prevailing market conditions.  The net rental income after the 
company operating costs and property management costs will be used to service and repay 
debt. Any remaining surpluses would then be available to support the costs of further 
projects or provide an equity return to the Council. 

Private rented housing created through Redbridge Living will be held within the company 
and will be let on standard assured tenancy terms at market rates. These properties will not 
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form part of the HRA, will not be subject to the allocation provisions of Part VI of the Housing 
Act 1996 and will not be subject to the Right to Buy. The exception to this is in respect of 
any affordable housing that Redbridge Living is required to provide as part of a s106 
agreement.  It is proposed that, where Redbridge Living does develop affordable housing, 
the company seeks to sell any affordable stock to the HRA or a Registered Provider.

7) Non Financial Investments

Non-financial  assets are those that are primarily or partially held to generate a profit. Where 
the council holds a non financial investment due consideration will be given to the asset 
being able to retain sufficient value to provide security of investment using the fair value 
model in accordance with international Accounting Standard 40: Investment Property.   

Assets that generate revenue income solely through fees and charges for discretionary 
services levied under section 93 of the Local Government Act 2003 will not be classified as 
non-financial investments for the purposes of this strategy.

Where there are several different objectives, when a decision is being taken to acquire an 
asset and the asset is not solely held for yield, then the asset will be categorised in 
accordance with the type of contribution made by that asset as follows:

1. Yield/Profit
2. Regeneration
3. Economic benefit/business rates growth
4. Responding to local market failure
5. Treasury management

Assets classified as contributing to regeneration or local economic benefit will demonstrate 
that the investment forms part of a project within the Local Plan

In advance of entering into any such investment the council will explicitly assess the risk of 
any loss which will make clear:

1) The assessment of the market within which it is competing
2) The nature of that competition the future expected evolution of the market
3) Any barriers to entry and exit of the market and any ongoing investment 

requirements.
4) The use of external advisors, explicitly:

 Treasury Management advisors
 Property Investment advisors – Red Book valuation & Ancilliary valuations, 

Income & Lease risk assessment  
 Further specialist advisors – Market and Competitor assessments, Full 

Structural Buildings Survey, Vendor assessment & rationale for disposal
 Specialist advisors to support s151 assessment of the potential investment

5) The management arrangements for the use of external advisors
6) The credit ratings issued by the credit rating agencies employed where this is 

relevant, the frequency with which these are monitored and what action is to be 
taken should these ratings change
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7) The further sources of information used to assess and monitor the risk

The Council will look to invest in good quality commercial properties, to add to the current 
investment portfolio and to seek higher yields, which can provide secure and sustainable 
returns in accordance with the Statutory Guidance on Local Government Investments. The 
Council will adopt a balanced portfolio approach to investment, management and turnover 
of properties in order to ensure risk is balanced across its investments. This will take into 
account the type of properties acquired and their location in particular.

As an asset class, investment property provides a better total return in terms of both rental 
income and capital appreciation than cash investments, whilst also maintaining a high level 
of security. Whilst property values can be subject to short term fluctuations, values are 
typically stable or rising over the medium to long term. However, it is noted that property 
is a longer-term investment with monies tied up in the property assets not normally 
accessible in the short term.

It should be noted that the definition of investment includes loans made by the council to 
any of its wholly-owned companies or associates, to a joint venture or a third party.

The criteria to be applied to the purchase of any properties for investment purposes under 
this strategy are clearly defined and agreed.  The main criteria proposed are:

Type – Properties will be acquired at prices supported by independent valuations, with the 
objective of developing and retaining a balanced investment portfolio; 

Return - Investment properties acquired generate an initial net yield of a minimum of 2%. 
The net yield to be calculated taking into account all costs associated with acquisition;

Occupancy - Properties being acquired should be occupied by tenants with suitable 
financial covenant strength and on a lease (or equivalent) agreement with no less than three 
years term unexpired; 

Maintenance - Properties will be maintained during the period of ownership to a standard 
that will maximise rental income streams and sale value at disposal; and 

Location - Acquisitions are not limited to being located within the London Borough of 
Redbridge where they are acquired, with the purpose of generating income which can be 
reinvested into public services. It is anticipated that in Borough purchases will form the 
main, initial focus of the Strategy.

Income generated from investment income currently represents less than 1% of the 
Council’s gross income which supports the delivery of core services. Whilst it is intended 
that increased investment in this area will provide a valuable source of income, the overall 
investment programme will support less than 2% of the Council’s gross annual expenditure.

The Statutory Guidance on Local Government Investments requires that a range of 
indicators is presented to allow members and other interested parties to understand the 
total exposure from borrowing and investment decisions. These will cover both the current 
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position and the expected position assuming all planned investments for the following year 
are completed. The indicators do not take account of Treasury Management investments 
which are managed under the Treasury Management Strategy unless these are expected to 
be held for more than 12 months.

The indicators are set out in the table below

Indicators 2018/19 2019/20 2020/21

Gross debt to Net Service Expenditure limit
Gross debt as a percentage of net service expenditure, where net service 
expenditure is a proxy for the size and financial strength of a local 
authority.

70.0% 70.0% 70.0%

Commercial Income to Net Service Expenditure
Dependence on non-fees and charges income to deliver core services. 
Fees and charges should be netted off gross service expenditure to 
calculate NSE.

5.0% 5.0% 5.0%

Investment Cover ratio limit
The total net income from property investments, compared to the 
interest expense.

1.4:1 1.4:1 1.4:1

Loan to asset value ratio
The amount of debt compared to the total investment property asset 
value.

0.6:1 0.8:1 0.8:1

Target income returns (after MRP & Interest)
Net revenue income compared to equity. This is a measure of 
achievement of the portfolio of properties.

2.0% 2.0% 2.0%

Income Return on other Property Fund Investments
As a measure against other investments and against other council’s 
property portfolios.

4.0% 4.0% 4.0%

Gross income 8.4%1 5.5% 5.5%

Net Income
The income received from the investment portfolio at a gross level and 
net level (less interest, MRP and operational costs) over time.

6.3% 2.6% 2.6%

Operating costs % of Income
The trend in operating costs of the non-financial investment portfolio 
over time, as the portfolio of non-financial investments expands

8.0% 8.0% 8.0%

Vacancy levels and Tenant exposures for non-
financial investments
Monitoring vacancy levels (voids) ensure the property portfolio is being 
managed (including marketing and tenant relations) to ensure the 
portfolio is productive as possible.

13.0% 12.5% 12.5%

1 The 2018/19 figures are heavily distorted by the existing investment properties’ income; these assets have 
been in council ownership for many years and are largely debt free thereby generating a large % return 
compared to new investment financed by new debt. This distortion reduces over time so that the income 
indicators will start to reduce in 2019/20 as the existing assets become an increasing smaller proportion of the 
investment portfolio.
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For non-financial assets, the council is required to consider security by reference to the 
value of the asset relative to purchase price and to set out plans to recoup the investment 
where realising the asset would not recoup the sums invested.  In the period immediately 
after purchase, it is expected that the costs directly attributable to the purchase of the asset  
will be greater than the realisable value of the asset. In this situation, the strategy will 
disclose the period expected for it to take for the increase in asset values to provide security 
for the sums invested and the assumptions underpinning that expectation.

The liquidity of the non-financial investment portfolio will be considered over the 
repayment period of any debt taken out to acquire the assets. Further to this, to manage 
the risk of delivery of value over the lifetime of the assets, consideration of the trade-offs 
between accepting capital loss and refinancing debt incurring additional debt servicing 
costs where relevant.

The Prudential Code issued by CIPFA requires that a council should not borrow more than, 
or in advance of need purely to profit from the investment of the extra sums borrowed. This 
Statutory Guidance requires that where borrowing in advance is enacted by a council that 
the rationale for the decision is clearly set out to ensure that external auditors, tax payers 
and interested parties are able to hold the council to account for the reasons for the 
borrowing. This will be included in the decision making process.

In order to ensure that members and Statutory Officers have appropriate capacity and skills 
regarding their involvement in the investments decision making the following steps will be 
taken:

1. Training given to Members in all aspects of the Statutory Guidance, the assessment 
of individual investments and risk

2. Technical training given to Statutory officers and those officers negotiating 
commercial deals in the technical fields of investment evaluation and requirements 
of the statutory guidance and prudential code.

3. Briefings to members of the relevant committees in advance of any investment 
decision making prior to a decision being brought forward to the committee 
covering all aspects of the assessment as well as the strategic fit

The Corporate Governance arrangements around decisions on non-financial investments 
will follow the rigour of our normal committee arrangements. The relevant Cabinet 
Members will be fully briefed in terms of the full details of the assessment including external 
advisor reports. Scrutiny will review all such individual decisions in advance of a Cabinet 
decision. 

8) Existing Social Housing Stock
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On-going Investment is required to ensure that the existing Housing stock can continue to 
provide suitable accommodation for Council Tenants, and the programme represents a 
significant proportion of the overall capital programme.

9) New Affordable Housing

Many options exist to provide new affordable Housing to be held within the Council’s 
Housing Revenue Account. The Council’s capital Programme includes £41.828m over the 
approved five year programme.

10) Policy on Capitalisation

Capital expenditure, as defined above, is capitalised on an accruals basis. Expenditure that 
maintains but does not add to an asset’s potential to deliver future economic benefits or 
service potential (i.e. repairs and maintenance) is charged as an expense when it is incurred.

Assets are initially measured at cost, comprising:

 The purchase price;
 Any costs attributable to bringing the asset to the location and condition necessary 

for it to be capable of operating in the manner intended by management;
 The initial estimate of the costs of dismantling and removing the item and restoring 

the site on which it is located.

The Council does not capitalise borrowing costs incurred whilst assets are under 
construction. 

The cost of assets acquired, other than by purchase, is deemed to be its fair value, unless 
the acquisition does not have commercial substance. In the latter case, where an asset is 
acquired via an exchange, the cost of the acquisition is the carrying amount of the asset 
given up by the Council.

11) Preparing and approving the Capital Programme

A series of workshops will be held to generate project ideas that meet the strategic 
objectives of the Council.  Review of the capital programme and consequential revenue 
expenditure will be undertaken in accordance with the timetable, format and guidelines 
issued by the Corporate Director of Resources for the submission of new schemes and for 
the review of the ongoing programme.

In carrying out project appraisals officers must have regard to the relative priority of the 
scheme in question and to alternative means of achieving the Council's objectives.

All proposed schemes requiring capital investment must provide business cases including 
the following minimum information:

 Description of the scheme;
 The estimated financial implications, both capital and revenue;
 The expected outputs, outcomes and contribution to the Councils Key Priorities;
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 Risk assessment and appraisal with potential mitigations; 
 Any urgency considerations (e.g. statutory requirements or health and safety issues).

New capital bids will only be considered in the following circumstances:

 To meet statutory obligations for e.g. new schools’ places; 
 To maximise use of existing assets in order to reduce revenue costs;
 To deliver long term sustainable savings;
 To meet Health and Safety requirements;
 ‘Invest to save’ proposals to pump prime the delivery of revenue savings;
 To create sustainable income streams – Business Rates and Council Tax;
 To earn income – Rents, Interest and Dividends;
 To address major infrastructure investment and deliver wider economic growth;
 Where new projects are funded by external sources.

In completing Capital Bid forms, realistic estimates of phasing of capital spend between 
years must be used. There should be robust evidenced estimates based on identifiable 
project milestones and timescales which will be subject to scrutiny. Bids must also indicate 
on the Capital Bid form how the project meets Council priorities.

During the autumn Directors and Members meet to discuss the proposals, prioritising them 
against the strategic aims of the Council and assessing their affordability against risks and 
future funds that may become available. These proposals along with the approved Capital 
Programme are then presented to Cabinet in February and referred to Full Council for 
approval; thereby setting the full capital programme for the next 5 years.

12) Capital Financing

The Capital programme financing can be summarised as follows:

Funding 2018/19
£m

2019/20
£m

2020/21
£m

2021/22
£m

2022/23
£m

Total 
£m

Capital Grants General 36.1 18.3 19.8 12.0                
-   

86.2

Capital Grants Specific2 10.2 1.0 0.6 -                        -                   11.8
Capital Receipts 3.1 1.9 21.4 21.1 0.9 48.4
Capital Receipts 1-2-1 3.7 4.1 1.0  -                         -                      8.7
Community Infrastructure 
Levy

3.2 1.1 0.6  -                         -                      4.8

Revenue Contributions to 
Capital

6.4 4.6 4.5 4.7 1.3 21.5

Capital Reserves3 11.9 6.7 6.8 7.0 7.1 39.5
Borrowing 70.2 68.5 39.5 27.4 23.1 228.7
Total Finance 144.8 106.1 94.2 72.2 32.4 449.8

2 Including Transport for London (TfL) Grants
3 Including the Major Repairs Reserve (MRR)
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The Council seeks to utilise a wide range of funding to support its Capital Programme, 
maximising external funding opportunities, such as grants or section 106, and limiting 
internal sources, such as revenue funding. Capital funding sources are described below.

External Capital Grants - Grant funding is one of the largest sources of financing for the 
Capital Programme. The majority of grants are awarded by Central Government 
departments, but some are received from external bodies, including The Lottery Fund or 
Sport England. Grants can be specific to a scheme, have conditions attached (such as time 
and criteria restrictions), or are for general use.

Capital receipts - The income received over the value of £10,000 from the disposal of Fixed 
Assets or the repayment of loans for capital purposes is defined as a capital receipt. They 
can normally4 only be used to fund capital expenditure or repay debt. Some capital receipts 
have additional restrictions on their use. The Council seeks to obtain the highest possible 
receipt achievable from each disposal after considering wider community or service 
benefits and ring-fences receipts generated from the disposal of HRA assets to fund HRA 
projects.

Section 106 (s106), Community Infrastructure Levy (CIL) and external contributions - 
These are two types of levies that local authorities can charge on new developments in their 
area. The money can be used to support development by funding infrastructure that the 
Council, local community and neighbourhoods want.

Private finance initiative (PFI) / Public private partnerships (PPP) - The Council makes 
use of additional Government support through PFI and PPP and has dedicated resources to 
manage schemes that are funded via this source. Previous schemes that have been funded 
this way include Waste, Street Lighting and Schools. 

Borrowing (known as prudential borrowing) - The Council can determine the level of its 
borrowing for capital financing purposes5, based upon its own views regarding; the 
affordability, prudence and sustainability of that borrowing, in line with the CIPFA 
Prudential Code for Capital Finance. Borrowing levels for the Capital Programme are 
therefore constrained by this assessment and by the availability of the revenue budget to 
meet the cost of this borrowing which is built into the Council’s Medium Term Financial 
Strategy (MTFS). 

Revenue Funding - The Council can use revenue resources to fund capital projects on a 
direct basis6. However, given the pressures on the revenue budget of the Council, it is 
unlikely that the Council will choose to undertake this method of funding if other sources 
are available.

4 The Secretary of state can issue directives to allow exceptions to this rule such as his “Flexible use of 
Resources directive”.
5 Central Government imposed a ‘debt cap’ on the HRA which set a maximum overall level of borrowing that it 
is allowed to have. 
6 A specific revenue provision is made within the HRA to fund part of their Capital Expenditure known as the 
Major Repairs Reserve . The method for calculation the provision is specified by statute.
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13) Debt and Borrowing and Treasury Management

The Council’s Treasury Management Policy is extensive and includes:

 New borrowing requirements and debt management arrangements;

 A Minimum Revenue Provision Policy Statement;

 The Annual Investment Strategy;

 The Treasury Management Policy Statement; and

  Prudential Indicators for Capital and Treasury Management.

This Capital Investment Strategy provides a brief projection of external debt and the use of 
internal borrowing to support capital expenditure which is as follows: The table shows 
external debt (the treasury management operations) against the underlying capital 
borrowing need (the Capital Financing Requirement):

2018/19
Estimate

£m

2019/20
Estimate

£m

2020/21
Estimate

£m

2021/22
Estimate

£m

2022/23
Estimate

£m
External Debt at 1 April 208.3 202.3 197.7 192.7 189.7

Estimated change in debt +/(-) (6.0) (4.5) (5.0) (3.0) (3.0)

Gross Debt at 31 March 202.3 197.7 192.7 189.7 186.7

The Capital Financing 
Requirement excluding Other 
Long Term Liabilities

375.5 429.8 459.3 475.9 487.0

(Under)/ Over 
borrowing/internal borrowing

(173.2) (232.1) (266.6) (286.2) (300.3)

Authorised limit for External Debt: the authorised limit for external debt represents a 
control on the maximum level of external debt, gross of investments, and separately 
identifies borrowing from other long-term liabilities such PFI Schemes and Finance leases. 
It reflects the level of debt which, while not necessarily desired, could be afforded in the 
short term. This limit is required to be set and revised by Council.

Authorised limit for external debt

GF & HRA 2018/19
Estimate

£m

2019/20
Estimate

£m

2020/21
Estimate

£m

2021/22
Estimate

£m

2022/23
Estimate

£m
Debt 406.1 460.1 458.6 475.2 486.3

Other Long-Term 
Liabilities

11.4 10.9 10.3 9.7 9.0

Total 417.5 471.0 468.9 484.9 495.3

The Operational Boundary: This is the limit which external debt is not normally expected 
to exceed. In most cases, this would be a similar figure to the Capital Finance Requirement 
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(CFR), but may be lower or higher depending on the levels of actual debt. 

Operational Boundary

GF & HRA 2018/19
Estimate

£m

2019/20
Estimate

£m

2020/21
Estimate

£m

2021/22
Estimate

£m

2022/23
Estimate

£m
Debt 385.1 425.2 454.6 471.2 482.3

Other Long-Term 
Liabilities

11.4 10.8 10.3 9.7 9.0

Total 396.5 436.0 464.9 480.9 491.3

Separately, the Council is also limited to a maximum HRA CFR through the HRA self-
financing scheme. This limit is currently:

HRA Debt limit

HRA 2018/19
Estimate

£m

2019/20
Estimate

£m

2020/21
Estimate

£m

2021/22
Estimate

£m

2022/23
Estimate

£m
Debt cap 100.1 100.1 100.0 100.0 100.0

CFR 70.6 90.2 94.8 94.8 94.8

HRA Headroom 29.5 9.9 5.2 5.2 5.2

14) Spending of Capital Budgets

Capital budgets, once they are approved by Council, can be spent without further referral 
to Cabinet.  Financial Standing Orders 124.1 and 124.2 refer. The exceptions to this are 
where Cabinet approval is required for:

(a) Schemes costing in excess of £1.000m forming part of an overall programme of the 
capital expenditure which has been approved in aggregate during the budget 
setting process without its individual component schemes being identified. This 
would, for example, include generic aggregate headings such as “Capital 
Maintenance of School Roofs and Windows.”  

(b) Schemes financed by external funding secured after the Capital Programme was 
approved in excess of £0.500m.

Proposals to acquire Investment Property outside of the Borough will require:

(c) The s151 Officer to take independent advice on Investment Property proposals 
which are outside of the Borough in advance of any decisions being taken, covering 
security, liquidity, yield and risk.

(d) The financial appraisal to be carried out on any proposal coming forward must, 
where applicable, include 

 Range of tenant leases

  Responsibility for managing occupancy risk and how this will be done
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 Vendor & reasons for selling

 Independent expert evaluation of all risks and valuations including 
consideration of the core principles of the prudential framework and local 
government regulatory regime

15) Monitoring the Capital Programme

For effective delivery of the Capital Programme it is important that the Programme is 
realistic in terms of projects which can be delivered on time, in budget and achieve the 
desired outcomes. Throughout the year officers monitor progress on the various projects 
within the Capital Programme to ensure full business cases have been approved, that work 
is being delivered to plan, on budget and in line with financial regulations. 

Reports are presented to Cabinet throughout the year updating Members on progress, 
detailing any variations from the approved programme and may include recommendations 
to approve additions, reductions or timing adjustments to the programme in line with 
operational needs. 

At year end a report is presented to Cabinet on the outturn position with explanations of 
significant variations from budget, implication on delivery and makes recommendations on 
budgets to be carried forward into future years (slippage). Any underspends will be taken 
back corporately to be allocated in future budget rounds.

16) Programme and project management methodology

The Council intends to put in place further control mechanisms to strengthen project 
delivery with the formation of a Programme Management Office and a corporate 
methodology to ensure delivery.

17) Risk Identification and Management 

The major risks concerning the Capital Programme are around funding of the current and 
future projects, variations in the cost from agreed budgets and the projects not delivering 
the planned outcomes. These risks are minimised by the processes that have been 
incorporated into the Council’s normal practices. 

Funding – All projects included within the Programme are fully funded. Where external 
funds are being used the funds will be secured with funding agreements prior to their 
inclusion or received in advance. Where conditions apply careful monitoring will be in place 
to ensure the terms are met to prevent possible loss. Where borrowing is required the 
revenue costs will be built into the MTFS.  

Cost Variation – These fall into two categories; (a) Where the timing of expenditure 
changes from the budget set, and, (b) Where the overall cost of the projects changes from 
the approved budget.
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(a) This may result in a change to the borrowing profile of the Council and therefore 
have revenue implications. It may also affect the overall outcome of the project as 
delays may require value engineering decisions to ensure the project can be 
completed or adjustments to benefits delivered. 

(b) Managers are required to ensure adequate budget is in place prior to the 
commencement of projects. Budget should include a contingency sum to allow for 
possible anticipated variations where prices are not fixed with contractors. 

Careful monitoring and timely reporting is required to reduce the effects of cost variations. 
Budgets will be re-profiled to ensure timing changes are captured. Managers are required 
to identify alternative funding sources where overall cost variations occur during the 
delivery to contain them before sums are committed.

Delivery of Outcomes – Outcomes must be measured and compared against original 
objectives to ensure value for money and to reduce risk. Objectives fall broadly into three 
main categories; (a) to support core service delivery, (b) to produce savings (c) to generate 
income or economic development.

(a) Risk may increase if project delays cause disruption to the service and require 
interim solutions, with both financial and non-financial consequences. The Capital 
Programme Board will meet regularly throughout the year to discuss progress on 
projects and make decisions to minimise risk. 

(b) If planned savings are not produced from the investment the revenue budgets may 
have a shortfall which will have to be addressed. It is therefore essential that careful 
evaluation of business cases and financial models are carried out and approved 
prior to the projects commencing.

(c) Investment on projects whose primary aim is income generation should generate 
a minimum net return (inclusive of borrowing costs) of 2%. Investment portfolio’s 
will be balanced to reduce impact of market changes in an individual sector. 

18) Security, Liquidity and Yield 

Capital expenditure may be to acquire Investment Assets, or to embark upon investments 
aimed at producing financial returns, but here the Capital InvestmentStrategy links to the 
Council’s Treasury  Investment Strategy which can be found in the Treasury Management 
Policy. The Capital Investment Strategy requires all investments to be prudent.

A prudent investment policy will have two underlying objectives: 

• Security – protecting the capital sum invested from loss; and 
• Liquidity – ensuring the funds invested are available for expenditure when needed. 
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The generation of yield is distinct from these prudential objectives. However, this does not 
mean that the yield is unimportant. Once proper levels of security and liquidity are 
determined, it will then be reasonable to consider what yield can be obtained consistent 
with these priorities. 

The order of importance would be security, liquidity and yield. 

When entering into all types of investments consideration is required to ensure the balance 
between security, liquidity and yield is assessed as part of the risk appetite and the 
contribution(s) of that investment activity.  


