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defined in Part 1 of Schedule 12A to the Act.”
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RESOURCES POLICY ADVISORY GROUP 

 

Meeting - 8 December 2016 

 

 

Present: Mr Egleton (Chairman) and 

Mr Sangster 

  

Apologies for absence: Mr Hogan and Mrs Jordan 

 

51. MINUTES  

 

The minutes of the meeting of the Policy Advisory Group (PAG) held on 27 September 2016 were 

received. 

 

52. PORTFOLIO BUDGETS 2017/18  

 

The PAG considered a report seeking Members’ comments for the draft Revenue Budget and the Fees 

and Charges schedule for 2017/18 for the Resources Portfolio, prior to consolidation of all portfolio 

budgets for consideration by the Cabinet. 

 

The report outlines the context of the overall financial position facing the Council for the coming year, 

and confirmed that as a result of the Government’s deficit reduction strategy, Local Authority funding 

is subject to continuing significant reductions, particularly from 2018/19 onwards, alongside 

constraints on the level of Council Tax increases, and with regards to the Medium Term Financial 

Strategy.  

 

In considering the report, the PAG particularly noted: 

 

• that it would be prudent at this stage not to include any funding for new recurring 

expenditure, or to expand services; 

• that the authority needs to identify measures to compensate for the reductions in resources, 

which would include joint working with CDC; 

• the decrease to the Resources Portfolio budget is £316k (8.9%), including an assumed £120k 

from the letting of first floor Capswood 1, and £106k increase in car parking income.  

 

During discussion amongst Members, it was clarified that the change on Housing Benefit subsidy 

related to the change to only budget for housing benefit on temporary accommodation placements at 

the level of the local housing allowance, not the actual rent charged.  The additional cost from the 

Resources Portfolio would be reflected in the Healthy Communities Portfolio, so that the true cost of 

temporary accommodation would be clear.  This highlighted the importance of the Council taking 

action to address the temporary accommodation situation, which has a major negative impact on the 

revenue budget. 

 

It was further explained to Members that the planned expansion of the main Gerrards Cross car park 

was predicted to increase the Council’s income. Additionally, Members noted that a strategic asset 

review was taking place in order to ascertain if returns could be generated from the Council’s property 

assets. 

 

 

Having considered the advice of the PAG, the Portfolio Holder RECOMMENDED the onward 

submission to Cabinet of: 
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• The 2017/18 Revenue Budget 

• The 2017/18 Fees and Charges 

 

 

 

53. TREASURY MANAGEMENT - QUARTERLY REPORT QUARTER 2 2016/17  

 

The PAG received a report, setting out the Treasury Management performance of the Council, with the 

position largely remaining unchanged in term of interest rates and economic climate for June-

September 2016, which was reflected in the return rates achieved.  The report detailed that: 

• the total loans outstanding at the end of the quarter were £23m as set out within the table in 

paragraph 3.3. 

• at the end of September, £2.655m was held in an instant access account for the purpose of 

day to day cash flow. 

• the corporate bonds held at the end of the quarter were identified in the table in paragraph 

3.5, with a total value of £749k. 

• the table at paragraph 3.6 showed the fluctuations in cash and instant access investment 

levels, comparing 2015/16 against 2016/17, depicting the cyclical nature of cash outflow. 

 

During discussion Members’ attention was brought to the graph in paragraph 3.6, which showed that 

sufficient levels were kept in the cash reserves in anticipation of the likely cash flow through to the end 

of the year. 

 

RESOLVED that the report be noted. 

 

54. ANY OTHER BUSINESS  

 

The Portfolio Holder explained to the Members of the PAG that the Homelessness B and B costs had 

been sent to Members in order that they could see the significance of these numbers and costs. 

Members agreed that revenue-saving solutions to these costs needed to be looked at, as the trend in 

Key Performance Indicators showing the numbers of those in B and B’s and temporary 

accommodation to be increasing. Members noted that CDC use a hostel for those who are homeless, 

and that thought may need to be given as to where a similar facility could be based in South Bucks in 

order to reduce costs. 

 

55. EXEMPT INFORMATION  

 

“That under Section 100(A)(4) of the Local Government Act 1972 following item of business is not for 

publication to the press or public on the grounds that it involves the likely disclosure of exempt 

information as defined in Part 1 of Schedule 12A to the Act.” 

 

(para 3 – Information relating to the financial or business affairs of any particular person (including the 

authority holding that information) 

 

56. PART II MINUTES  

 

The Part II minutes of the meeting held on the 27 September 2016 were confirmed.  

 

 

 

The meeting terminated at 6.35 pm 
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SUBJECT: Establishment of a Local Authority Trading Company
REPORT OF: Resources – Cllr Egleton 
RESPONSIBLE 
OFFICER

Director of Resources – Jim Burness, Interim Director of Services - Anita 
Cacchioli 

REPORT AUTHOR Sue Markham, Principal Solicitor – 01895 837326 – 
sue.markham@southbucks.gov.uk

WARD/S AFFECTED All 

1. Purpose of Report

The PAG is requested to review and comment upon this report, which will be considered by 
Cabinet on 8 February 2017. The report seeks to authorise in principle the creation of a local 
authority trading vehicle to facilitate opportunities for income generation.

RECOMMENDATIONS TO CABINET

1. That the establishment of a local authority trading vehicle to allow the Council to exercise the 
power to trade contained in the Local Government Act 2003 and the Localism Act 2011to 
facilitate income generation be approved in principle;

2. That the Interim Director of Services and Head of Legal and Democratic Services be authorised 
to engage suitable external experts to advise on the detail of the governance and funding 
arrangements of the proposed company and to assist in the preparation of a business case as 
referred to in the report;

3. That budgetary provision be made to commission the work referred to in Recommendation 2 
above, to be funded from general reserves;

4. That a further report on the business case and recommended governance and funding 
arrangements be brought back to the Cabinet at the first available opportunity.

2. Executive Summary
The purpose of this report is to set out the range of matters that the Council will need to 
consider and determine in order to progress the establishment of a local authority trading 
company. The report addresses the various areas that require further investigation, leading to 
detailed recommendations for decision at a future meeting:

 Company requirements
 Governance arrangements
 Accounting and banking arrangements
 Staffing implications
 State aid
 Corporate implications

3. Reasons for Recommendations
To allow the Council to undertake trading activities in order to generate additional income.

4. Background
4.1. Following recent consideration of the Council’s likely financial position over the next few 

years, it is clear that the Council will need to maximise income generating opportunities in 
order to counter the reductions in government grant.
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4.2. Property experts, Savills, have been engaged to review the Council’s property portfolio and 
advise on the opportunities for deriving income through pro-active management and 
development of the portfolio.

4.3. If the Council should decide to invest in residential property, to do so through a wholly 
owned company would mean that the company would be able to grant shorthold 
tenancies, which are commonly used in private sector rentals. The Council could not grant 
such tenancies itself. 

4.4. There may be other types of property investment which the Council could undertake in 
house. Every investment would be looked at on its own merits to decide whether to invest 
via the Council or the company, depending on the taxation, legal and investment 
implications of what is proposed. 

4.5. There are specific powers contained in the Local Government Act 2003 which allow a local 
authority to undertake trading activities. In addition, under the “general power of 
competence” introduced by Section 1 of the Localism Act 2011 local authorities now have 
a general power that enables them to do anything that a private individual is entitled to 
do, subject to certain statutory limitations. However, it should be noted that things done 
for a commercial purpose even under the Localism Act 2011 must be done through a 
company.

4.6. The company can, with good business planning, generate a surplus which can be returned 
to the Council by way of dividends, it being the single shareholder.

4.7. The Regulations made under the 2003 Act require a business to be prepared to support 
the use of the trading powers and the Council must approve the said business case.

5. Content of Report
5.1. This report proposes that the Council (“SBDC”) establishes a trading company, wholly 

owned by the Council, to enable the Council to take advantage of the powers to trade for 
profit introduced under the Local Government Act 2003 and the Localism Act 2011, where 
opportunities to do so arise and it is appropriate to use the company as a vehicle for the 
trading activity proposed.

5.2. Company Structure - There are a number of different types of corporate vehicle available:
5.2.1. Company limited by shares;
5.2.2. Company limited by guarantee;
5.2.3. Industrial and provident society.

5.3. Another potential vehicle, which will be considered in the business case is the Local Asset 
Backed Vehicle model. This is usually a medium to long term joint venture equity 
partnership between a Local Authority and a private sector investment partner. The Council 
would contribute land/assets, while the investment partner would contribute capacity to 
deliver skills, experience and funds to develop projects. A procurement exercise would be 
required to select a partner with whom costs and investment returns would be shared.

5.4. There are some other vehicles, such as a community interest company, a limited liability 
partnership or a joint venture company. However, for the purposes of general trading it is 
unlikely that such vehicles would be considered to be appropriate.

5.5. In practice a Company Limited by Shares tends to be used for those operations which have 
a commercial character and a Company Limited by Guarantee or Industrial & Provident 
Society for those which are set up to deliver community purposes or are set up for 
charitable purposes.

5.6. Company Requirements - In setting up the trading company, the following issues need to 
be addressed:

5.6.1. Company Name
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5.6.2. Purpose of the Company
5.6.3. Aims of the Company
5.6.4. Governance
5.6.5. Funding arrangements
5.6.6. Set up Requirements and Costs

5.7. There will be a number of other detailed matters to be considered and it is suggested that 
an appropriate delegation be granted to enable these to be investigated as set out in the 
recommendation.

5.8. Governance Arrangements - The Company must legally appoint Directors. The Directors 
of the company must ensure that the company does everything it is obliged to do by law 
and that any decisions they make are in the best interests of the company. There are a 
number of options for the make-up of the board, but it is essential that the Directors 
between them have the following skills:

5.8.1. Financial 
5.8.2. Property
5.8.3. Legal
5.8.4. Investment
5.8.5. Governance – other board experience
5.8.6. Private sector

5.9. The Memorandum of Association will need to be completed. This will set out the 
company’s objects which could be as wide as ‘to carry on business as a general commercial 
company’. It also shows details of the company’s share capital.

5.10. The Articles of Association will also need to be completed. These set out the 
regulations governing the running of the company’s affairs.

5.11. An off the shelf company could be purchased with wide trading powers including 
property investment.

5.12. A major Governance issue is the relationship between SBDC (the Shareholder) and 
the Company’s internal processes. It is important that the Company is able to act quickly in 
order to generate and sustain business but on the other hand the Council needs to be able 
to determine whether it is appropriate for the Company to make a particular investment. 

5.13. This relationship would be set out in a suitably drafted Shareholder Agreement 
which would specify the roles and responsibilities of the board and the Council as 
shareholder and would spell out the rules and procedures for making decisions.

5.14. It is envisaged that the Cabinet will be responsible for overseeing the Company’s 
overall trading activities, acting on behalf of Council who will be the Shareholders. It will be 
critical to minimise and manage any potential conflicts of interest by keeping roles 
separate wherever possible.

5.15. Accounting and Banking Arrangements - The Company will have to comply with 
all the regulatory requirements of the Companies Acts and additionally with the regulatory 
regime for local authority companies under the Local Government and Housing Act 1989.

5.16. The company may need to charge VAT and will be liable for corporation tax on its 
profits. However, the company’s tax liability could be minimised by setting off allowable 
costs.

5.17. Balances held by the Company will be calculated on an annual basis. The Company 
will be responsible for providing its accounts and tax returns in the appropriate format 
within set deadlines. The accounting structure will have to ensure that all income, 
expenditure and VAT can be allocated to the Company by use of appropriate budget 
codes. The Company will use its own stationery for purchase orders and invoices and will 
facilitate the submission of the Company’s VAT returns.
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5.18. The Company will be responsible for the engagement of an external auditor.
5.19. As the Company will be controlled by the local authority a number of requirements 

may undoubtedly need to be met such as:
5.19.1. The company must state on company stationery that the company is controlled by a 

local authority, giving the name of the relevant authority.
5.19.2. The company must limit the remuneration and allowances paid to directors who 

may be officers or members of the local authority to the amounts payable for 
comparable local authority duties, or as travelling and subsistence allowances.

5.19.3. The company must not publish party political material.
5.19.4. The company must provide information to the local authority’s auditors.
5.19.5. The company must provide information to members of the local authority.

5.20. Business Case - Initially the main thrust of the trading company will be to invest in 
land and buildings that can increase SBDC’s income.

5.21. The business case will examine the options for transferring land to the Company at 
market value in return for shares in the company or the alternative of providing loans to 
the Company to enable it to purchase the land. 

5.22. The trading company will enable the Council to operate property investment on a 
commercial basis. The Business Case in relation to the Council’s investment strategy will be 
developed for consideration at a future Cabinet meeting and will cover aspects such as:

5.22.1. The objectives of the property trading activities;
5.22.2. The investment and other resources required to achieve those objectives;
5.22.3. Any risks the business might face and how significant those risks are; and
5.22.4. The expected financial results of the business, together with any relevant outcomes 

the business is expected to achieve.
5.23. The precise funding mechanism for the property side of the Company will be 

considered as part of the development of the full business case. However, such a 
mechanism could include a loan or series of loans by the Council to the Company to allow 
it to invest in accordance with the Strategy and Business Case. Under such circumstances, 
borrowing costs would be met by the Company. Loans would be made available to the 
Company on a basis which is compliant with the terms of funding which are similar to 
those which would be achievable by a private funder given the importance of competition 
law and State Aid rules. Specialist advice will be sought as part of the development of the 
business case. 

5.24. Staffing Implications – It is envisaged that, once established, the company will 
directly employ its own staff and engage professional support as required. However, it is 
most likely that the company will initially be operated on the basis of part-time 
secondments from the Council and as a result TUPE will not apply to transfer staff to the 
company. Whilst expertise in developing property is expected to be bought in by the 
company at director/development manager level, the company will need to access support 
functions such as finance, legal, HR and ICT, at least initially. Any Council resource will need 
to be recharged and the Business Case will need to assess the initial impact of 
staffing/accommodation/support needs. Later on the company’s staffing needs will be 
reviewed as developments progress.

5.25. State Aid - In order to ensure transparency and competitiveness with the private 
sector and not to breach the rules in relation to State Aid the company must not be 
subsidised by the authority. This means that the authority must recover the costs of any 
accommodation, goods, services, employees or any other support it supplies to the 
company. It will be necessary to set up suitable systems and financial controls to ensure 
this is the case and to demonstrate independence of the company from the authority.
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6. Consultation
The Resources PAG has been consulted on the proposals and any comments will be reported 
to Cabinet.

7. Options
7.1. It is not a statutory requirement to operate a trading company so Cabinet could decide not 

to proceed. The potential income generation would be unlikely to be realised using other 
powers available.

7.2. Cabinet is recommended to proceed as set out in the report.

8. Corporate Implications
8.1. Financial 

8.1.1. The budget for set up costs will need to be approved.
8.1.2. There will be a need to set up separate financial systems and accounting 

arrangements (including VAT). Future running costs may be offset to a degree against 
future income streams.

8.1.3. It is anticipated that the trading company will, in the first instance, use part time 
seconded staff, use council accommodation, equipment and services on the basis of 
recovering the full cost, and as a result start up costs should be minimised but would 
include matters such as insurance and auditors fees.

8.1.4. Financial advice will be required in relation to prudential borrowing requirements 
especially in relation to the ability to borrow to invest in property.

8.1.5. It is envisaged that some legal advice will also be required.
8.1.6. There are financial risks arising from the use of the Councils’ trading powers. These 

would need to be analysed in detail as part of any individual business case put forward 
for the use of the trading powers. Although a trading company would be a separate 
legal entity with the benefit of limited liability any liabilities of the company to 
creditors in the event of significant trading losses occurring would have to be 
addressed as a potential risk for the Council.

8.1.7. As the Council will have effective control of the company, oversight of its on going 
operations would allow for early detection of any developing financial problems and 
the opportunity to take preventative action.

8.2. Legal 
8.2.1. A local authority is able to establish a Local Authority Trading Company (“LATC”) 

through powers in section 95 of the Local Government Act 2003. A local authority is 
permitted to trade in anything that it is authorised to do under its ordinary functions. 

8.2.2. Under section 1 of the Localism Act 2011 Local Authorities now have a general 
power that enables them to do anything that a private individual is entitled to do, as 
long as it is not expressly prohibited by other legislation.

8.3. Risk Assessment
An initial risk assessment has been carried out, with the key risks and possible controls 
detailed in Appendix 1. The Business Case will examine these and any other commercial 
risks in more detail.

9. Links to Council Policy Objectives
9.1. Corporate Aims and Objectives:

Delivering cost effective, customer focused services, particularly by 
 Optimising the effectiveness of our resources and assets
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 Making the very best use of all our assets

9.2. Chiltern and South Bucks Joint Sustainable Community Strategy
The Vision includes “A wide range of high quality housing, including a good supply of 
affordable homes to help meet community needs and maintain our services and 
communities.”

10. Next Step
Engage external experts to analyse the governance and funding options available, produce the 
required business case for consideration by the Cabinet and make recommendations to 
Cabinet at the first available opportunity.

Background Papers: It is a legal requirement that we make available any background papers 
relied on to prepare the report and should be listed at the end of the 
report (copies of Part 1 background papers for executive decisions must 
be provided to Democratic Services )
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APPENDIX 1
RISK REGISTER – Establishment of Local Authority Trading Company

Risk Likeli-
hood

Impact Rating Controls

1. Failure to set up company in 
strict compliance with legislation

2 2 4 Appropriate internal and 
external advice on 
governance arrangements

2. Possibility of trading ultra vires 2 3 6 Every new trading activity via 
the company to consider 
statutory obligations

3. Possible challenge re state aid 1 3 3 Obtain full cost recovery and 
any loan to the company to 
be at commercial rates

4. Possible conflicts of interests 
arising for Members or officers 
as board members

2 3 6 Careful consideration of 
make up of board of 
directors to minimise 
possible conflicts. Ensure 
compliance with relevant 
codes of conduct and 
procedure rules.

5. Failure to comply with VAT and 
corporation tax liabilities.

2 3 6 Obtain and follow expert 
advice.

6. Lack of in-house capacity to 
manage additional workload

3 2 6 Careful allocation of staff 
resources and regular 
reviews.

7. Potential TUPE implications 1 1 1 Keep under review.
8. Lack of expertise to run 

company effectively
2 3 6 Ensure make-up of board of 

directors includes all 
necessary skills. 

9. Challenge from Council’s 
auditors

1 2 2 Follow CIPFA Code of 
Practice on LA Accounting so 
all transactions relating to 
the company can be 
identified.

10. Initially low company credit 
rating

1 1 1 Council could act as 
guarantor if necessary, with 
insurance if advisable.

11. Poor rate of return on 
investment property.

2 2 4 Set realistic target for rate of 
return which allows for all 
relevant costs.

12. Trading company failure 2 3 6 Carry out adequate market 
testing prior to investment 
and implement effective 
budgetary controls.
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SUBJECT: Treasury Management Strategy 2017/18

REPORT OF: Resources Portfolio Holder – Cllr T Egleton

RESPONSIBLE 
OFFICER

Director of Resources

REPORT AUTHOR Helen O'Keeffe, Principal Accountant, hokeeffe@chiltern.gov.uk, 01494 
732781

WARD/S 
AFFECTED

All

1. Purpose of Report

1.1 To advise the Portfolio Holder on the Treasury Management Strategy and related policies 
that should be adopted by the Council for 2017/2018.

RECOMMENDATION

The PAG is requested to:

Advise the Portfolio Holder on the Treasury Management Strategy to recommend to 
Cabinet and Council, including approving the following appendices to the Annual 
Investment Strategy (Appendix 1):

 Appendix 1A - Annual Investment Strategy Policies
 Appendix 1B - Prudential Indicators including the borrowing limits
 Appendix 1C - the MRP method to be used in 2017/18.

2. Executive Summary

2.1 The Council is required to formally review its treasury management policies each year as 
part of determining what level of returns will be achieved from investments. The format of 
the treasury management policies is defined by the Code of Practice adopted by the 
Council, and is required to be approved by the Council on recommendation from the 
Cabinet.

2.2 The treasury management policies underpin the strategy for the year in question, which 
seek to achieve a level of investment return and efficiently manage any borrowing.  For 
2017/18 there will be a significant change in strategy as it will be necessary to borrow funds 
to facilitate the planned capital programme.  The Council has been debt free for many years 
so this represents a substantial change in approach.  

3. Background

3.1 The Council adopted the CIPFA code of practice on Treasury Management in June 2002, 
which includes the creation of a Treasury Management Strategy, which sets out the 
policies, and objectives of the Council’s treasury management activities for the year ahead.

mailto:hokeeffe@chiltern.gov.uk
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4. Treasury Management Strategy 2017/18

4.1 The Treasury Management Strategy 2017/18 is attached as Appendix 1. In essence the 
proposed strategy is as follows, and makes appropriate recognition of the Government’s 
advice to prioritise security and liquidity over returns.

 Borrowing will be required in order to deliver the planned capital programme, and 
therefore in order to undertake prudential borrowing the Council needs to update its 
Treasury Management Strategy.  Borrowing will be entered into once significant capital 
projects have been approved.  

 Cash is unlikely to be available for investment over longer time periods.  
 Interest rates are expected to remain low, and it will be challenging to achieve high 

investment returns.  
 The expected return for 2017/18 from the proposed strategy is £200,000.

5. Consultation

5.1 Consultation is with the PAG within the framework set by the Code of Practice.

6. Options

6.1 The framework set by the Code of Practice means that options effectively relate to the 
judgements and risk assessments made when finalising the Strategy around likely returns, 
counterparty risks, and liquidity issues related to the level of available cash balances.

7. Corporate Implications

7.1 The budget for investment interest was set at £430,000 for 2016/17. The current estimated 
investment return shows that there will be a shortfall against the budget of approximately 
£140,000.

7.2 Budgeted investment income in 2017/18 is based on interest rates remaining below 1%.  
Although borrowing will not be undertaken in advance of need, there will be some short 
term timing differences where funds will be borrowed and not yet required for the payment 
of suppliers.  Any surplus funds will be invested on a short term basis until they are 
required.  

7.3 Based upon the recommendations outlined in the Treasury Management Strategy the 
estimated investment return for 2017/18 is £200,000.

7.4 This target for investment income reflects the latest forecasts for interest rates. It is 
regarded as realistic and achievable. Loss of £32K of investment income is equal to £1 
Council Tax on a band D property.

7.5 As with any budget based on forecasts of future interest rates there is a risk of variation due 
to factors outside of the Council’s control. This risk will need to be taken into account in 
determining the level of reserves held by the Authority.

7.6 The Local Government Act 2003 requires the Council to have regard to the Prudential Code 
and to set Prudential Indicators for the next 3 years to ensure that the Council’s capital 
investments plans are affordable, prudent and sustainable.
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7.7 The Act requires the Council to set out its Treasury Strategy and to prepare an Annual 

Investment Strategy which sets out the Council’s policies for managing its investments and 
for giving priority to the security and liquidity of those investments.

7.8 It is a statutory requirement under section 33 of the Local Government Finance Act 1992, 
for the Council to produce a balanced budget. In particular, section 32 requires a local 
authority to calculate its budget requirements for each financial year to include the revenue 
costs that flow from capital financing decisions. This, therefore, means that increases in 
capital expenditure must be limited to a level whereby increases in charges to revenue 
from:

 loss of investment interest caused by the use of capital receipts to finance additional 
capital expenditure.

 any increases in running costs from new capital projects.

 any interest payable on loans
are limited to a level which is affordable within the projected income of the Council for the 
foreseeable future as part of the Council’s overall Medium Term Financial Strategy.

7.9 The CLG’s investment guidance states that authorities could combine the Treasury 
Strategy Statement and the Annual Investment Strategy (AIG) into one report. The 
Treasury Management Strategy 2017/18 document is attached to this report (Appendix 1).

8. Links to Council Policy Objectives

8.1 The Council’s Treasury Management Strategy is a key element to the overall Medium Term 
Financial Strategy.

9. Next Step

9.1 Following views from the PAG, the Strategy will be considered by the Cabinet in February. 
Cabinet will then recommend to the Council the Strategy.

9.2 The implementation and monitoring of the strategy and policy will be undertaken by reports 
to the Resources PAG.

Background Papers: None
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1. Background

1.1. The Council adopted the CIPFA code of practice on Treasury Management in June 2002, 
which includes the creation of a Treasury Management Strategy, which sets out the policies, 
and objectives of the Council’s treasury management activities for the year ahead. The key 
requirements of the latest version of the Code are detailed below.

a) All councils must formally adopt the Code and four clauses, these are shown in Appendix 
1A which also sets out the scheme of delegation and the treasury management role of 
the section 151 officer.

b) The strategy report will affirm that the effective management and control of risk are 
prime objectives of the Council’s treasury management activities. This is consistent with 
the approach always adopted by this Council.

c) The Council’s appetite for risk must be clearly identified within the strategy report and 
will affirm that priority is given to security of capital and liquidity when investing funds 
and explain how that will be carried out.

d) Responsibility for risk management and control lies within the organisation and cannot 
be delegated to any outside organisation. This is something the Council has always been 
very clear about, in that whilst it uses advisers and external sources of information, that it 
is the officers and Members of the authority who are accountable for policy and 
decisions. 

e) Credit ratings should be used as a starting point when considering risk. Use should also 
be made of market data and information, the quality financial press, information on 
Government support for banks and credit ratings of that Government support.

f) Councils need a sound diversification policy with high quality counterparties and should 
consider setting country, sector and group limits.

g) Borrowing in advance of need is only to be permissible when there is a clear business 
case for doing so and only for the current capital programme.  The Council has been 
debt free for a number of years.  However, planned capital projects over the next few 
years will mean that the Council will need to borrow funds.   This will enable major capital 
projects to be undertaken which would otherwise not be affordable.

h) The main annual treasury management reports must be approved by full Council.

i) There needs to be, at a minimum, a mid-year review of treasury management strategy 
and performance. This is intended to highlight any areas of concern that have arisen 
since the original strategy was approved.  For South Bucks this requirement is met by the 
regular reports to the Resources Portfolio Holder.  

j) Each council must delegate the role of scrutiny of treasury management strategy and 
policies to a specific named body.  For South Bucks this is carried out by the Resources 
PAG.
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k) Treasury Management performance and policy setting should be subjected to prior 
scrutiny.  This is achieved via the regular discussions on Treasury Management at the 
RPAG.

l) Members should be provided with access to relevant training.  The Council’s treasury 
management advisers provided training most recently in September 2015 which outlined 
relevant legislation, the Code of Practice, Members’ responsibilities and operational 
issues.

m) Those charged with governance are also personally responsible for ensuring they have 
the necessary skills and training.

n) Responsibility for these activities must be clearly defined within the organisation.

o) Officers involved in treasury management must be explicitly required to follow treasury 
management policies and procedures when making investment and borrowing decisions 
on behalf of the Council.

1.2. This strategy statement has been prepared in accordance with the Code.  As in previous years 
the Council’s Treasury Management Strategy will be approved annually by the full Council. In 
addition there will also be regular monitoring reports to the Resources PAG, one of which will 
be the annual report.  In addition the Resources Portfolio Holder will be emailed each month 
with information showing where the Council’s investment portfolio has been invested. The 
aim of these reporting arrangements is to ensure that those with ultimate responsibility for 
the treasury management function appreciate fully the implications of treasury management 
policies and activities, and those implementing policies and executing transactions have 
properly fulfilled their responsibilities with regard to delegation and reporting.

1.3. The Council will adopt/reaffirm the following reporting arrangements in accordance with the 
requirements of the revised Code:-

Area of Responsibility Reporting Arrangements Frequency
Treasury Management Policy Resources PAG 

/Cabinet/Council
Reviewed annually.

Treasury Management Strategy 
Annual Investment Strategy 
MRP policy

Resources PAG 
/Cabinet/Council

Annually before the start 
of the financial year

Treasury Management Strategy 
Annual Investment Strategy 
MRP policy – in year report

Resources PAG /Cabinet Appropriate report to 
RPAG

Treasury Management Strategy 
Annual Investment Strategy 
MRP policy – updates or 
revisions at other times

Resources PAG 
/Cabinet/Council

As appropriate

Annual Treasury Outturn Report Resources PAG /Cabinet Annually by 30th 
September after the end 
of the year

Monitoring Reports Resources PAG /Cabinet Regularly
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Investment Portfolio Detail Resources Portfolio Holder Monthly
Scrutiny of treasury 
management strategies & 
performance

Resources PAG Ongoing but with 
particular focus when 
considering annual 
Strategy

1.4. The Local Government Act 2003 and supporting regulations requires the Council to have 
regard to the CIPFA Prudential Code and the CIPFA Treasury Management Code of Practice 
to set Prudential and Treasury Indicators for the next three years to ensure that the Council’s 
capital investments plans are affordable, prudent and sustainable.  These indicators are 
especially relevant now that the Council is proposing to undertake borrowing to finance a 
number of significant projects. 

1.5. The Act requires the Council to set out its Treasury Strategy and to prepare an Annual 
Investment Strategy which sets out the Council’s policies for managing its investments and 
for giving priority to the security and liquidity of those investments.

1.6. It is a statutory requirement under section 33 of the Local Government Finance Act 1992, for 
the Council to produce a balanced budget.  In particular, section 32 requires a local authority 
to calculate its budget requirements for each financial year to include the revenue costs that 
flow from capital financing decisions. This, therefore, means that increases in capital 
expenditure must be limited to a level whereby increases in charges to revenue from:

 Loss of investment interest caused by the use of capital receipts to finance additional 
capital expenditure

 Any increases in running costs from new capital projects

 Any interest payable on loans

are limited to a level which is affordable within the projected income of the Council for the 
foreseeable future.

1.7. The Council employs Capita Asset Services, Treasury Solutions for  treasury management 
information services. The Council recognises that responsibility for treasury management 
decisions remains with the organisation at all times and will ensure that undue reliance is not 
placed upon external service providers.  The external treasury management service  does not 
recommend specific strategies for authorities as they are not investment managers, but aim 
to ensure authorities take relevant matters into consideration and identify investment options 
to possibly consider.  It is recognised that there is value in employing an external 
organisation in order to access specialist skills and resources.  This was exemplified by the 
joint member briefing undertaken in September 2015.  The Council contract with Capita Asset 
Services is a joint one with Chiltern District Council.  The contract has been renewed with 
effect from 1 January 2017 to 31 December 2019.

2. Prospects for Interest Rates and Economic Background

2.1. Part of the service provided by the Council’s treasury management advisers is to assist the 
Council to formulate a view on interest rates. The following table gives the Capita Asset 
Services central view on the bank rate and short term money rates.
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2017 2018 2019
Q1 Q2 Q3 Q4 Q1 Q4 Q4

Bank Rate 0.25% 0.25% 0.25% 0.25% 0.25% 0.75% 0.75%
3 M LIBID 0.30% 0.30% 0.30% 0.30% 0.30% 0.40% 0.80%
6M LIBID 0.40% 0.40% 0.40% 0.40% 0.40% 0.50% 0.90%
12M LIBID 0.70% 0.70% 0.70% 0.70% 0.70% 0.90% 1.30%

2.2. From an economic perspective the key points that can influence the Investment Strategy are 
as follows:

 Political developments in the UK, especially over the terms of Brexit.

 The impact of the US election result on the US economy.  If the Trump package of 
policies is implemented, there is likely to be an increase in inflationary pressures which 
could then mean that the pace of further Fed. Rate increases will be quicker and 
stronger than formerly expected.

 Although there is normally a high degree of correlation between the Fed. Rate and the 
UK Bank Rate, it is anticipated that the Fed. Rate will increase more quickly and more 
strongly than the UK Bank Rate.

2.3. The Bank of England has also indicated that when interest rates do start to rise it will be a 
slow and incremental process.  It is therefore unlikely in the medium term that cash 
investment returns will increase significantly from current levels.

3. Achieving the Investment Target in 2017/18

3.1. As part of its medium term financial strategy the Council is seeking to maximise its 
investment income with acceptable levels of risk.

3.2. It is clear that continuing with short term cash investments will provide returns of at best 
1.0% over the next year or so. To achieve higher levels of returns would involve:

 Investing for longer periods, i.e. 3 years or longer.

 Investing in non cash based instruments, i.e. property or corporate bond funds.

3.3. The following table illustrates the estimated investment interest for 2017/18.

 Credit 
Rating

Amount 
Loaned Interest Rate Matures Interest 

17/18

New 
Inv 

17/18 
(1%)

Bank of Scotland/Lloyds A+ 1,000,000 1.05% May-17 1,208 8,333
Bank of Scotland/Lloyds A+ 1,000,000 1.05% May-17 1,410 8,333
Bank of Scotland/Lloyd A+ 1,000,000 1.05% Jun-17 1,812 7,500
Bank of Scotland/Lloyd A+ 1,000,000 1.05% Aug-17 3,567 5,833
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RBS/Natwest BBB+ 2,000,000 3 mth LIBOR Feb-18 16,570  

RBS/Natwest BBB+ 3,000,000 1.31% then 3 mth 
LIBOR Feb-20 39,300  

Santander A 1,000,000 0.75% Nov-17 4,664 3,333
Close Brothers A 1,000,000 1.40% Apr-17 499 9,167
Total 11,000,000 69,030 42,500
Short term 7,000,000 0.35% 24,500  
Gilts/Bonds etc 749,247 31,000  
Farnham Park Loan  35,400  
Total 18,749,247 159,930 42,500
Total interest forecast 2017/18     202,430

3.4. However, owing to the Council’s capital spending plans it is unlikely that cash will be 
available for investment over longer time periods.  

3.5. The following table illustrates the timescale for maturity of current investments.

Schedule of Maturing Investments

Year Month Amount Cumulative

Instant MMF 7,000,000 7,000,000
2016/17 Jan 2,000,000 9,000,000

Mar 3,000,000 12,000,000
2017/18 Apr 1,000,000 13,000,000

May 2,000,000 15,000,000
Jun 1,000,000 16,000,000
Aug 1,000,000 17,000,000
Nov 1,000,000 18,000,000
Feb 2,000,000 20,000,000

2019/20 Feb 3,000,000 23,000,000
23,000,000

3.6. The strategy needs to consider risk and this includes avoiding placing too much of the total 
investments with a single fund or institution.

3.7. The table below shows the proposed counterparty investments matrix for investments in 
2017/18.

Duration Maximum 
Amount

Fitch Rating Comment

Money Market Funds - £5m AAA
Up to 5 
years

£5m A- or better
UK Institutions

Up to 3 
years

£5m BBB+ or better

Non UK Institution Up to 3 £2m A- or better Sovereignty 
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years rating AA or 
better

Gilts / Corporate Bonds / 
Bond Funds

Up to 5 
years

£5m A- or better

Other Approved 
Investments (eg Property 
Funds)

- £5m -

4. Borrowing Strategy

4.1 The Treasury Management Strategy for 2017/18 reflects a shift in strategy from South Bucks 
being a debt free Authority to an Authority which will undertake borrowing to enable some 
significant capital projects to be undertaken.  Potentially in 2017/18 the Council could 
undertake borrowing of up to £11m.  The change in strategy is described in more detail in 
the Council’s Capital Strategy which is being updated as part of the overall 2017/18 budget 
setting process.

4.2 In order to undertake borrowing the Council must demonstrate its compliance with the 
Prudential Borrowing Code.  The purpose of the Code is to establish the framework for local 
authority to ensure:

 Capital expenditure plans are affordable (Medium Term Financial Strategy and Capital 
Strategy)

 External borrowing and long term liabilities are prudent and sustainable (Medium Term 
Financial Strategy)

 Treasury management decisions are in accordance with good professional practise 
(Treasury Management Strategy)

 The local authority is accountable and its decisions clear and transparent (Code of 
Corporate Governance)

4.3 The capital expenditure plans set out in Appendix 1B provide details of the planned 
expenditure of the Council.  The treasury management function ensures that the Council’s 
cash is organised in accordance with the relevant professional codes, so that sufficient cash is 
available to meet this expenditure.  This will involve both the organisation of the cash flow 
and, where capital plans require, the organisation of appropriate borrowing facilities.

4.4 The Council will not borrow more than or in advance of its needs purely in order to profit 
from the investment of the additional sums borrowed.  However, it is possible that there will 
be some short term timing differences where funds are borrowed in order to pay suppliers’ 
invoices for capital projects.  This may result in the Council holding cash surpluses until the 
project is complete, which will be invested until required for the payment of suppliers.

4.5 Borrowing will only be entered into once the larger capital projects have received approval 
from Members to commit following appropriate feasibility and preparation work.  The 
Director of Resources will determine the optimum time to borrow taking into account current 
and forecast interest rates.
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4.6 The Local Government Act 2003 sets out the new capital regulations and specifies that local 
authorities must comply with the Prudential Code produced by CIPFA. The Council has a duty 
to determine an affordable borrowing limit. It is recommend that Members approve an 
authorised borrowing limit of £20 million and an operational borrowing limit of £12.5 million, 
these together with other prudential indicators that the Council are required to set under the 
code are shown at Appendix 1B, and Appendix 1C covers the technical requirement in 
respect of calculating the minimum revenue provision.

5. Financial Summary & Risks

5.1. The budget for investment interest was set as £430,000 for 2016/17. Current estimated 
returns show that there is likely to be a shortfall against the current year’s budget of 
approximately £140,000.

5.2. The estimated investment return for 2017/18 is £200,000, which reflects the latest forecasts 
for interest rates.  Loss of £32,000 of investment income is equal to £1 council tax on a band 
D property.

5.3. The cost of borrowing is estimated at 2.5%.  There is clearly some sensitivity around this if the 
interest rate should change.  A 1% increase in borrowing rates would increase interest rate 
costs by £10,000 per £1m of borrowing.

5.4. As with any budgets based on forecasts of future interest rates there is a risk of variation due 
to factors outside of the Council’s control. This risk will need to be taken into account in 
determining the level of revenue reserves held by the authority.

Appendices

1A – Annual Investment Strategy
1B – Prudential Indicators
1C – Minimum Revenue Provision
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                                 Appendix 1A

SOUTH BUCKS DISTRICT COUNCIL

Annual Investment Strategy 2017-18

1. This Council has regard to the DCLG’s Guidance on Local Government Investments and the 2011 
revised CIPFA Treasury Management in Public Services Code of Practice and Cross Sector Guidance 
Notes. The Council’s investment priorities will be security first, liquidity second and then return.

2. This Annual Investment Strategy states which investments the Council may use for the prudent 
management of its treasury balances during the financial year under the heads of Specified 
Investments and Non-Specified Investments. These are listed in Schedules A and B.

3. The policies underpinning the investment strategy for managing investments and for giving priority 
to the security and liquidity of those investments are set out in this document.

Treasury Management Policy Statement

4. Definition
The Council defines its treasury management activities as
“The management of the Authority’s investments and cash flows, its banking, money market and 
capital market transactions; the effective control of risks associated with those activities; and the 
pursuit of optimum performance consistent with those risks.”

5. Risk Management
The Council regards the successful identification, monitoring and control risk to be the prime criteria 
by which the effectiveness of its treasury management activities will be measured. Accordingly, the 
analysis and reporting of treasury management activities will focus on their risk implications for the 
organisation.

6. Value for Money
The Council acknowledges that effective treasury management will provide support towards the 
achievement of its business and service objectives. It is therefore committed to the principles of 
achieving value for money in treasury management and to employing suitable comprehensive 
performance techniques, within the context of effective risk management.

7. Borrowing Policy
The Council values revenue budget stability and will therefore borrow the majority of its long-term 
funding needs at long-term fixed rates of interest. 

The Council will set an affordable borrowing limit each year in compliance with the Local Government 
Act 2003, and will have regard to the CIPFA Prudential Code for Capital Finance in Local Authorities 
when setting that limit.  It will also set limits on its exposure to changes in interest rates and limits on 
the maturity structure of its borrowing in the annual Treasury Management Strategy report.
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8. Investment Policy
The general policy objective for this Council is the prudent investment of its treasury balances. The 
Council’s investment priorities are the security of capital and liquidity of its investments. The Council 
will aim to achieve the optimum return on its investments commensurate with the proper levels of 
security and liquidity, and in an ethical manner that does not put the Council’s reputation at risk.  
Investment of the Council’s funds will be in accordance with the Treasury Management Strategy and 
Policy.  All investments will be in sterling.  The DCLG maintains that the borrowing of monies purely 
to invest or on-lend and make a return is unlawful and this Council will not engage in such activity.

CIPFA Treasury Management Code of Practice 

9. The CIPFA Code of Practice on Treasury Management in Local Authorities was last revised in 2009, 
and was approved by the Council on 23 February 2010.

10. CIPFA recommends that all public service organisations adopt, as part of their standing orders, 
financial regulations, or other formal policy documents appropriate to their circumstances, the 
following.

1. This organisation will create and maintain, as the cornerstone for effective treasury management:

 a treasury management policy statement, stating the policies, objectives and approach to risk 
management of its treasury management activities.

 suitable treasury management practices (TMPs), setting out the manner in which the 
organisation will seek to achieve those policies and objectives, and prescribing how it will 
manage and control those activities.

The content of the policy statement and TMPs will follow the recommendations contained in 
Sections 6 and 7 of the Code, subject only to amendment where necessary to reflect the particular 
circumstances of this organisation. Such amendments will not result in the organisation materially 
deviating from the Code’s key principles.

2. This Council will receive reports on its treasury management policies, practices and activities, 
including, as a minimum, an annual strategy and plan in advance of the year, a mid-year review 
and an annual report after its close, in the form prescribed in its TMPs.

3. This organisation delegates responsibility for the oversight and regular monitoring of its treasury 
management policies and practices to the Resources Portfolio Holder, and for the implementation 
and administration of treasury management policy and decisions to the Director of Resources, 
who will act in accordance with the organisation’s policy statement and TMPs and, as a CIPFA 
member, CIPFA’s Standard of Professional Practice on Treasury Management.

The Treasury Management Role of the Section 151 Officer – Director of Resources
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11. The responsibilities are summarised as follows.

 Recommending clauses, treasury management policy/practices for approval, reviewing the 
same regularly, and monitoring compliance.

 Submitting regular treasury management reports.

 Submitting budgets and budget variations in respect of treasury management activities.

 Receiving and reviewing treasury management information reports.

 Reviewing the performance of the treasury management function.

 Ensuring the adequacy of treasury management resources and skills, and the effective division 
of responsibilities within the treasury management function.

 Ensuring the adequacy of internal audit, and liaising with external audit.

 Recommending the appointment of external service providers or advisors.

Specified and Non-Specified Investments

12. Specified investments identify investments offering high security and high liquidity which can be 
used with minimal procedural formalities. All these investments should be in sterling and with a 
maturity of no more than a year.

13. Any investment not meeting the definition of a specified investment is classed as non-specified. 
The Council does not intend to make any investments denominated in foreign currencies, or any 
with low credit quality bodies.  Non-specified investments will therefore be limited to long-term 
investments.  

14. The use of non-specified investments is limited to those set out in Schedule B. The Principal 
Accountant – Capital & Treasury will keep the use of such investments under continuous review in 
the light of risk (including reputational risk), liquidity and return. No additions will be made 
without the approval of the Council.

Security of Capital: The use of Credit Ratings

15. This Council relies on credit ratings published by Fitch (Standard and Poor’s for Money Market 
Funds where applicable) to establish the credit quality of counterparties and investment schemes. 
The Council determines the appropriate credit ratings it deems to be sufficiently high for each 
category of investment.  The 2017/18 counterparty credit matrix for investments is as follows:
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Duration Maximum 
Amount

Fitch 
Rating

Comment

Money Market 
Funds

- £5m AAA

Up to 5 
years

£5m A- or 
betterUK Institutions

Up to 3 
years

£5m BBB+ or 
better

Non UK Institution Up to 3 
years

£2m A or 
better

Sovereignty 
rating  AA or 
better

Corporate 
Bonds/Bond Funds

Up to 5 
years

£5m A- or 
better

Other Approved 
Investments (eg 
Property Funds)

- £5m - -

Monitoring of credit ratings:

- The Council has access to Fitch credit ratings and is alerted to changes through its use of its 
treasury management advisor’s website and email alerts.  These ratings cover both the specific 
financial institution but also the credit rating for the country in which the institution is 
incorporated.

- If a counterparty’s or investment scheme’s rating is downgraded with the result that it no 
longer meets the Council’s minimum criteria, the further use of that counterparty/investment 
scheme as a new investment will be withdrawn immediately. The Council will also immediately 
inform any external fund manager that it may decide to use of the withdrawal of the same.

- The Council will establish with any fund manager that it may decide to use their credit criteria 
and the frequency of their monitoring of credit ratings so as to be satisfied as to their 
stringency and regularity.

Monitoring of Reputational Risk Issues

16. This will be undertaken by monitoring the financial press and media to identify any issues in 
respect of the non-public sector investments held by the Council, and where appropriate seeking 
advice from external sources.

Investment Balances / Liquidity of Investments

17. A prime consideration in the investment of fund balances is liquidity and the Council’s forecast 
cash flow.  Any in-house investment of more than three months needs the approval of the 
Director of Resources or the Head of Finance. If the Council were to choose to use the services of 
a cash fund manager duration limits will be specified in the contract.
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Provisions for Credit Related Losses

18. If any of the Council’s investments appears at risk of loss due to default the Council will make 
revenue provision of an appropriate amount, or follow any guidance issued by Government in 
such circumstances.

19. Any cash fund manager appointed by the Council will manage the funds on a discretionary basis. 
The fund management agreement between the Council and the manager would formally 
document the instruments that could be used within pre-agreed limits. The fund manager would 
use the Council’s credit rating criteria.

End of Year Investment Report

20. At the end of the financial year, the Council will prepare a report on its investment activity as part 
of its treasury management activity report.
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Schedule A

LOCAL GOVERNMENT INVESTMENTS (ENGLAND)
SPECIFIED INVESTMENTS

All investments listed below must be sterling –denominated

Investment Repayable/
Redeemable
Within 12
Months?

Security/
Minimum Credit
Rating

Circumstance
of use

Maximum period

Term deposits with the UK 
government or with English local 
authorities (i.e. local authorities as 
defined under section 23 of the 
2003 Act) with maturities up to 1 
year

Yes High security 
although LAs not 
credit rated

In-house 1 year

Term deposits with credit – rated 
deposit takers (banks & building 
societies) with maturities up to 1 
year

Yes Yes, use of Fitch 
ratings subject to 
counterparty matrix

In-house 1 year

Certificates of Deposit issued by 
credit – rated deposit takers (banks 
and building societies): up to 1 year

Custodial arrangement required 
prior to purchase

Yes Yes, use of Fitch 
ratings subject to 
counterparty matrix

In-house 1 Year

Gilts: up to 1 year

Custodial arrangement required 
prior to purchase

Yes Government 
backed

In–house 1 Year

Money Market Funds Yes Yes, AAA rated In–house The period of investment 
may not be determined at 
the outset but would be 
subject to cash flow & 
liquidity requirements

Treasury bills
(Government debt security with a 
maturity less than 1 year and issued 
through a competitive bidding 
process at a discount to par value)

Custodial arrangement required 
prior to purchase

Yes Government 
backed

In–house 1 Year
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Schedule B

LOCAL GOVERNMENT INVESTMENT (England)
NON – SPECIFIED INVESTMENTS

Investment (A) Why use it?
(B) Associated
risks?

Repayable 
/Redeemable
Within 12 
months?

Security
/Minimum 
credit rating

Used By Maximum 
value

Length of 
investment

UK government 
gilts with 
maturities in 
excess of 1 year

Custodial 
arrangement 
required prior to 
purchase

(A)(i) Excellent 
credit quality.
(ii) Very liquid.
(iii) If held to 
maturity, known 
yield (rate of 
return) per annum, 
aids forward 
planning.
iv) Index linked 
gilts can offer 
means of 
insulating against 
effect of inflation 
on returns.
(v) If traded, 
potential for 
capital gain 
through 
appreciation in 
value (i.e.sold 
before maturity)
(vi) No currency 
risk

(B)(i) Market or 
interest rate risk: 
Yield subject to 
movement during 
life of sovereign 
bond which could 
negatively impact 
on price of the 
bond i.e potential 
for capital loss.

Yes Government 
backed

In–house No restriction 
on gilts

Average 
maturity of 
the fund not 
to exceed 5 
years
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Investment (A) Why use it?
(B) Associated
risks?

Repayable 
/Redeemable
Within 12 
months?

Security
/Minimum 
credit rating

Used By Maximum 
value

Length of 
investment

Supranational 
Bonds

Custodial 
arrangement 
required prior to 
purchase

(A)(i)Excellent credit 
quality.
(ii) Relatively liquid 
(although not as 
liquid as gilts)
(iii) If held to 
maturity, known 
yield (rate of return) 
per annum, which 
would be higher 
than that on 
comparable gilt – 
aids forward 
planning, enhanced 
return compared to 
gilts.
(iv) If traded, 
potential for capital 
gain through 
appreciation in 
value (i.e. sold 
before maturity)

(B)(i) Market or 
interest rate risk: 
Yield subject to 
movement during 
life of bond which 
could negatively 
impact on price of 
the bond i.e. 
potential for capital 
loss.
(ii)Spread versus 
gilts could widen

Yes AAA or 
Government 
guaranteed

In-house Not more 
than 25% of 
the external 
fund with no 
more than 
10% in any 
one 
institution

In house 
maximum of 
£5m

Average 
duration of 
the fund not 
to exceed 5 
years.

Maximum of 
5 years

Property Funds
which constitute 
capital 
expenditure

Alternative to cash 
funds.
Returns subject to 
property market 
and rental streams

Not always, 
dependant on 
terms of each 
fund

Investment in 
property

Any Fund 
Manager

£5m Dependant 
on terms of 
each fund

Property Funds 
approved by 
HM Treasury 
which do not 
constitute 
capital 
expenditure eg 

Alternative to cash 
funds.
Returns subject to 
property market 
and rental streams

Not always, 
dependant on 
terms of each 
fund

Investment in 
property

Any Fund 
Manager

£5m Dependant 
on terms of 
each fund
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Investment (A) Why use it?
(B) Associated
risks?

Repayable 
/Redeemable
Within 12 
months?

Security
/Minimum 
credit rating

Used By Maximum 
value

Length of 
investment

CCLA

Term deposits 
with the UK 
government or 
with English local 
authorities (i.e. 
local authorities 
as defined under 
section 23 of the 
2003 Act) with 
maturities up to 5 
years

Gives a known rate 
of return

No High security 
although Local 
Authorities not 
credit rated

In-house None 5 years 

Term deposits 
with credit – 
rated deposit 
takers (banks & 
building socs), 
Including callable 
deposits with 
maturities up to 5 
years

Gives a known rate 
of return

No Yes, use of 
Fitch ratings
Subject to 
counterparty 
matrix

In-house None 5 years

Corporate 
Bonds

Custodial 
arrangement 
required prior to 
purchase

(A)(i) If held to 
maturity, known 
yield (rate of return) 
per annum
(ii) If traded, 
potential for capital 
gain through 
appreciation in 
value (i.e. sold 
before maturity)

(B)(i) Market or 
interest rate risk: 
Yield subject to 
movement during 
life of bond which 
could negatively 
impact on price of 
the bond i.e. 
potential for capital 

Yes Yes, use of 
Fitch ratings
Subject to 
counterparty 
matrix

In-house Maximum of 
£5m

Maximum of 
5 years
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Investment (A) Why use it?
(B) Associated
risks?

Repayable 
/Redeemable
Within 12 
months?

Security
/Minimum 
credit rating

Used By Maximum 
value

Length of 
investment

loss.

Corporate Bond 
Funds

Pooled 
Investment
Vehicle
Custodial 
arrangement not 
required 

(A) Attractive 
returns, provides
diversification, no 
need for custodial 
facilities, 
professional fund 
management, has 
liquidity.
(B) Market or 
interest rate risk, 
impact of credit 
rating changes, will 
attract fund 
management fees, 
would have to 
account for 
unrealised gains 
and losses annually.

Yes-
redeemable 
at net asset 
value

Yes, use of 
Fitch ratings
Subject to 
counterparty 
matrix

Fund 
Manager

Maximum of 
£5m

Maximum of 
5 years
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PRUDENTIAL CODE & INDICATORS STATEMENT

The Prudential Code for Capital Finance in Local Authorities was developed by CIPFA to support 
local authorities with the management of their capital finance and investment programmes. The 
key objectives of the Prudential Code are to ensure that the capital investment plans of local 
authorities are affordable, prudent and sustainable. A further key objective is to ensure that 
treasury management decisions are taken in accordance with good professional practice and in a 
manner that supports prudence, affordability and sustainability. The Prudential Code also has the 
objectives of being consistent with and supporting local strategic planning, local asset 
management planning and proper option appraisal.

To demonstrate that local authorities have fulfilled these objectives, the Prudential Code sets out 
the indicators that must be used and the factors that must be taken into account. The indicators 
will be monitored during the year and the final position at the year end compared to the forecast.

Prudential Indicators of Affordability

1.Capital Expenditure

The first prudential indicator for affordability gives details of the total capital expenditure plans. 
This is to help ensure that these are reasonable given the resources of the council.

2015/16
Actual

£000

2016/17
Forecast

£000

2017/18
Estimate

£000

2018/19
Estimate

£000

2019/20
Estimate

£000
Capital Expenditure 1,538 6,441 12,063 7,415 3,100

For SBDC the capital programme has in the past been fully funded from capital receipts and 
Government grant.  However, the increased level of budgeted capital expenditure will mean that 
this will not be possible, and the Council will need to borrow funds to facilitate the budgeted 
expenditure.

2.Ratio of financing costs to net revenue income stream

The second indicator shows how much of a Council’s revenue budget has to be allocated towards 
interest payments, net of investment income.

2015/16
Actual

£000

2016/17
Forecast

£000

2017/18
Estimate

£000

2018/19 
Estimate 

£000

2019/20
Estimate

£000
Financing Costs
ie net investment income plus 
interest payments

366 200 68 (148) (358)

Net Revenue Income Stream 
ie Budget Requirement

8,067 8,234 7,782 8,054 8,003

Ratio (4.54%) (2.43%) (0.87%) 1.84% 4.48%

Until 2017/18, income from investments outweighs any borrowing costs, therefore the ratio of 
financing costs to revenue budget requirement (Government grant and Council tax income) will be 
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negative.  From 2018/19 onwards, borrowing costs are in excess of income from investments and 
therefore the ratio is positive.

3. Incremental Impact on Council Tax

The next indicator assesses the impact of the capital programme on the revenue budget.

For SBDC the size of the capital programme has an effect on the Council’s revenue budget (and 
hence Council Tax) in three ways.

Firstly each pound spent on the capital programme reduces the amount of capital reserves, which 
in turn reduces the Council’s investment holdings and thus the revenue interest earned by the 
Council. Based on current investment rates, increasing the overall capital programme by £100,000 
will reduce annual interest by and thus increase the revenue budget by £1,000. Similarly reducing 
the overall capital programme by £100,000 will increase annual interest by and thus reduce the 
revenue budget by £1,000. £1,000 is equivalent to approximately 3p on the average band D 
Council Tax.

Secondly additional capital expenditure can result in additional revenue maintenance costs, for 
instance a new piece of ICT equipment is likely to require additional annual maintenance and 
support.

Thirdly, any additional capital expenditure funded by borrowing will result in long term 
commitments to pay interest on the loan.

4. Capital Financing Requirement

The Capital Financing Requirement (CFR) provides details of an authority’s underlying need to 
borrow. 

2015/16
Actual

£000

2016/17
Estimate

£000

2017/18
Estimate

£000

2018/19
Estimate

£000

2019/20
Estimate

£000
SBDC Capital Financing 
Requirement at year end 0 0 10,600 17,240 19,417
Movement in CFR 0 0 10,600 6,640 2,177

Breakdown of Movement in CFR
Net financing need for the 
year 0 0 10,600 6,905 2,608
Minimum Revenue 
Provision (MRP) 0 0 0 (265) (431)
Movement in CFR 0 0 10,600 6,640 2,177

The Council is required to repay an element of the accumulated General Fund capital spend each 
year through a revenue charge known as the Minimum Revenue Provision (MRP).

5. Authorised Temporary Borrowing Limits
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This indicator sets limits on how much SBDC can borrow.

2015/16
£000

2016/17
£000

2017/18
£000

2018/19
£000

2019/20
£000

Authorised Limit 3,000 3,000 20,000 20,000 20,000
Operational Limit 3,000 3,000 13,500 18,500 20,000

The Authorised Limit for South Bucks represents the maximum temporary borrowing limit. The 
Operational Limit is the limit beyond which external debt is not normally expected to exceed.  In 
most cases, this would be a similar figure to the CFR, but may be lower or higher depending on the 
levels of actual debt.  The Authorised Limit represents a limit beyond which external debt is 
prohibited.  It represents the level of external debt which, while not desired, could be afforded in 
the short term.
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Prudential Indicators for Prudence

1. Net Borrowing and The Capital Financing Requirement

The first prudential indicator for prudence is to ensure that in the medium term borrowing will only 
be used to fund capital expenditure. There are a number of planned capital projects which will 
require the Council to borrow funds but owing to timing differences, it is possible that some funds 
will be borrowed in advance of need.  The Council will then have cash surpluses until the project is 
complete.  If this situation does occur the cash surpluses will be invested until required for the 
payment of suppliers.

2. Treasury Management Indicator

The second indicator is whether or not the authority has adopted the CIPFA Code of Practice for 
Treasury Management in the Public Sector. SBDC has done this and thus meets this indicator.

3. Upper limit for interest rate exposure.

The interest rates exposure indicators are designed to limit exposure to the effects of changes in 
interest rates.  This measure is more pertinent in the environment of significantly fluctuating 
interest rates, which is of less relevance at the present time.  

2016/17 2017/18 2018/19 2019/20
Fixed Rate 100% 100% 100% 100%
Variable Rate 60% 70% 80% 90%

As the Council’s cash balances decrease, balances held will relate to day to day cash flow 
requirements.  These balances will need to be held in instant access funds, which will be at variable 
interest rates.  

4. Maturity Structure of Borrowings

This indicator is designed to reduce the risk of large sums of borrowings having to be repaid at the 
same time. The recommended lower limit for maturity is less than 1 year and the recommended 
upper limit is 40 years. The maturity structure within this range will vary according to the income 
streams generated by investment decisions.

5. Upper limit for total principal sums invested for over 364 days.

Where a local authority invests, or plans to invest, for periods longer than 364 days, the local 
authority must set an upper limit for each forward financial year period for the maturing of such 
investments. This prudential indicator is referred to as prudential limits for principal sums invested 
for periods longer than 364 days. This indicator is designed to ensure that authorities always have 
sufficient funds to cover their cash flow needs and thus do not need to realise investments before 
they reach maturity.
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2016/17
£m

2017/18
£m

2018/19
£m

2019/20
£m

Upper Limit 17 16 15 14

The above upper limit figure has been calculated taking into account the maximum that could be 
available for investing in excess of 1 year allowing for the needs of short term cash flow and the 
use of capital receipts to fund capital expenditure
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MINIMUM REVENUE PROVISION (MRP)

The Local Government and Public Involvement Act 2007 provided a new power to the Secretary 
of State to issue guidance on accountancy practice rather than through the formal issue of 
Regulations through statute.

The first guidance issued under this new power relates to Minimum Revenue Provision (MRP). 
This is the amount which local authorities provide for the repayment of their borrowings 

Under the guidance authorities will be required to prepare an annual statement in respect of 
their policy on making MRP. This must be submitted to Full Council and will form part of the 
annual prudential indicator report.

The guidance provides a number of options for making a ‘prudent provision’, this is to say that 
the provision for the repayment of borrowing used to finance the acquisition of an asset should 
be made over a period bearing some relation to that over which the asset provides a service to 
the authority.

The options for prudent provision are as follows:

Option 1 – Regulatory Method
Where debt is supported by Revenue Support Grant (RSG), authorities will be able to continue 
using the formulae used in the current regime, since the supported borrowing element of the 
RSG is also calculated this way.

Option 2 – CFR Method
This method is based upon 4% of an authority’s non housing CFR (capital financing requirement) 
at the end of the preceding financial year. 

Option 3 – Asset Life Method
Here equal annual instalments of MRP will be made over the estimated life of asset financed by 
borrowing. Under this method the concept of an MRP holiday makes its debut. This provides the 
ability for an authority to defer MRP on a newly constructed building or infrastructure asset until 
the asset comes into service.

Option 4 – Depreciation Method
Using this approach will require an authority to charge MRP in accordance with the standard 
rules for depreciation accounting. As with option 3 the MRP holiday will be available for assets 
yet to be brought into service.

It is anticipated that options 1 & 2 will only be used where capital expenditure is incurred prior 
to 1st April 2008 and where capital expenditure is incurred on or after that date which the 
authority is satisfied forms part of its supported capital expenditure. Options 3 and 4 would be 
used in relation to all capital expenditure incurred after the 1st April which is financed by 
borrowing or credit arrangements.

In this Council’s case from 1 April 2017 there will be some borrowing.   

It is therefore recommended that option 3, the Asset Life Method, is adopted as the 
Council’s annual policy on making MRP for 2017/18.
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SUBJECT: Capital Programme 2017/18 to 2020/21

REPORT OF: Resources Portfolio Holder – Cllr Trevor Egleton

RESPONSIBLE 
OFFICER

Director of Resources – Jim Burness

REPORT AUTHOR Capital Accountant – Jane Clarke – 01494 732 223

WARD/S 
AFFECTED

All

1. Purpose of Report

1.1 To present:
 the proposed Capital Programme for 2017/18 – 2020/21, and
 the Capital Strategy.

RECOMMENDATION

Cabinet is asked to recommend to Council:

 The Capital Programme for 2017/18 – 2020/21 as set out in Appendix A.

 The Capital Strategy as set out in Appendix B.

 Note the implication for the Financial Strategy of the proposed programme.

2. Background

2.1 As part of the Council’s budget process the Capital Programme is reviewed in order to assess, 
as part of the overall financial strategy of the Authority, what the scale and composition of 
the programme should be and the consequential funding implications for the financial 
strategy. As part of the Council’s Capital Strategy (Appendix B) in 2016/17 decisions were 
undertaken to embark on significant capital projects, such as Gerrards Cross Car Park, 
Purchase of the Police Site, Gerrards Cross and from 2017/18 onwards, New Project arising 
from the Strategic Asset Management Review. These projects have changed the scale and 
composition of the capital programme, creating the need to finance these projects from 
borrowing.

3. Review of Capital Programme

3.1 The Capital Programme is set out in Appendix A. Projects are grouped by Portfolio Area.
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Environment

3.2 This category primarily covers the construction of a Multi Storey Car Park at Gerrards Cross, 
expanding the current car park and addressing the capacity issues highlighted in the Parking 
Strategy, a key priority as identified in the Capital Strategy. The full business case is due to be 
reported to this PAG and to Cabinet on 7th February 2017, with planning permission being 
sort by March 2017.

3.3 The financial performance of the Academy site has led to the need to redevelop the site as 
part of the Leisure Needs as indicated in the Capital Strategy.

3.4 Additionally, the need for Recycling and Replacement Bins is included in the programme 
which accommodates the gradual increase in property numbers, and in particular flats over 
time and the fact that there are now more containers issued per household.

Healthy Communities

3.5 Following the acquisition of the Gerrards Cross Police Site, further development of the site is 
required over the next two years to support the delivery of housing one of the key priorities 
referred to in the Capital Strategy.

3.6 Disabled Facilities Grants are the responsibility of the Local authorities to provide. The 
majority of the cost of the grants are met from an allocation from the Better Care Fund 
administered by the Health & Wellbeing Board, (this was £360k in 2016/17), so that the cost 
falling to South Bucks is only a proportion of the total programme. This is an annual 
programme of grant support.

3.7 Renovation Grants and Flexible Home Loans are included in the programme to undertake 
works in default or to support the delivery of housing improvements in accordance with the 
Private Sector Housing Strategy Financial Assistance Policy by offering grants / loans to 
vulnerable householders requiring improvements to their property (heating, insulation, 
repairs, disability adaptations).

Resources

3.8 New Development Projects are to be undertaken during the course of the next four years, it 
is proposed the Council embark on acquiring new development projects for the purpose of 
meeting local housing needs as highlighted in the Capital Strategy.

3.9 The Council has responsibility under the lease for Capswood for the plant, equipment and 
internal decorations. For 2017/18 the main item of expenditure will be the replacement of the 
chiller units in the main office areas.
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4. Commuted Sums Programme

4.1 In the context of capital investment it is important to recognise funding available from 
planning commuted sum agreements for affordable housing developments. Currently the 
commuted sum balance is:

 
Balances as at 

31.12.16
 £
s106 Monies - Conditional 1,868,858
s106 Monies - Unconditional 189,394
 2,058,252

4.2 These sums are applied in line with the Council’s Housing Strategy which sets out the range 
of options available to use these funds for the provision of affordable housing.

5. Consultation

5.1 Consultation is with the Resources Policy Advisory Group.

6. Corporate Implications

6.1 The Capital Programme has previously been financed from four sources, grants, capital 
receipts, revenue reserves and contributions. However, from 2017/18 borrowing for new 
projects such as Gerrards Cross Car Park, Gerrards Cross Police Site and New Development 
Projects will also be undertaken.

6.2 The table below shows the proposed funding of the programme set out in Appendix A.

Latest 
Budget 

Original 
Budget

Original 
Budget

Original 
Budget

Original 
Budget

16/17 17/18 18/19 19/20 20/21
Sources of Funding 

£ £ £ £ £
Grant re DFG’s via Better Care Fund 
(BCC) 360,000 490,000 490,000 490,000 490,000

Transformation Reserve-Mobile 
Working  50,000    

Revenue Funding  80,000    
Borrowing for New Projects  10,600,000 6,500,000 2,250,000 2,500,000
Borrowing for General Projects   405,000 358,000 315,000
Capital Receipts 6,081,275 842,710 20,000 2,000 0
Total Funding 6,441,275 12,062,710 7,415,000 3,100,000 3,305,000
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6.3 The impact of funding the programme on available capital resources can be seen in the table 
below.

Latest  
Budget

Original 
Budget

Original 
Budget

Original 
Budget

Original 
Budget

16/17 17/18 18/19 19/20 20/21
Capital Resources

£ £ £ £ £
Opening Capital Receipts Reserve 6,089,380 864,945 22,235 2,235 235
New Capital Receipts 300,000     

New General Capital Contributions 556,840     

Use of Capital Receipts/ 
Contributions -6,081,275 -842,710 -20,000 -2,000

Closing Capital Resources 864,945 22,235 2,235 235 235

6.4 The programme in Appendix A covers the period until 2021. Over this period new calls for 
capital expenditure will arise linked to the Council’s Business Plan and Financial Strategy.

6.5 Therefore to sustain the size of the programme and allow scope for new schemes, additional 
resources will need to be made available. The scope for generating significant new capital 
receipts is very limited; therefore, the Council will need to borrow to finance proposed capital 
projects. The capital programme is part of the Council’s overall financial strategy, as the 
capital and revenue budgets are interlinked. 

7. Links to Council Policy Objectives

7.1 The Council’s Code of Corporate Governance highlights the importance of having in place 
clearly documented processes for policy development, review and implementation, decision 
making, and monitoring and control. Following from this is the requirement for sound 
financial management, being able to demonstrate resources are aligned to the corporate 
priorities of the Council, and that any material risks are assessed. Having a medium term 
financial strategy is a key element in demonstrating this principle. Establishing a sound and 
sustainable financial base is important for delivery of the Council’s objectives.

8. Next Steps

8.1 Following views of the Resources Policy Advisory Group the report will be considered by the 
Cabinet, and then by Council in February 2017.

Background Papers: None
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 Budget Project Latest Original Original Original Original

SBDC Capital Programme 2017/18 - 2021/22 Manager Manager Budget Rephased to Budget Budget Budget Budget

 16/17 17/18 17/18 18/19 19/20 20/21

£ £ £ £ £ £

Environment

6101 Beaconsfield Common Land Improvements Chris M - 22,500 22,500 15,000 15,000 15,000

6202 Refuse / Street Cleansing Vehicles Purchase Chris M Eric R 181,265

6401 Recycling Initiatives & Bins Chris M - 47,000 32,000 32,000 32,000 32,000

6405 Car Park Enhancements Chris M - 30,985 10,000 10,000 10,000 10,000

6412 Beaconsfield Car Parks Chris M - 80,000

6511 Dropmore Road Depot Chris M Linda N 20,000 15,000 15,000 15,000 15,000

6410 Station Road Car Park, GX Chris M 303,000 9,800,000

6411 Academy Redevelopment (Leisure Facility) Chris M Linda N 20,000 80,000

6413 Stoke Park Farmhouse (main barn Roof replacement) Chris M Linda N 30,000

Healthy Communities

6102 Community Development Grants Martin H - 15,000

6402 Evreham R&R Contribution Martin H - 154,000 22,000 22,000 22,000 22,000

6103 Home Renovation Grants / Flexible Home Loans Martin H - 145,276 50,000 50,000 50,000 50,000

6103 Housing Salaries Martin H - 52,500

6104 Disabled Facility Grants Martin H - 427,557 540,000 540,000 540,000 540,000

6107 Police Site, GX Martin H - 4,222,000 800,000 4,500,000

Resources

6301 IT: Replacement equipment/alterations Sim D - 20,000 20,000 20,000 20,000 20,000

6302 MS Office Licenses (Triennial renewal) Sim D - 20,255  

6305 ICT Projects - Cemeteries Software Chris M - 4,000 11,000

6305 ICT Projects - Shared Uniform Sim D 29,425

6313 TCA Project - Channel Shift Sim D - 5,250 17,750

6316 ICT Strategy Projects Sim D - 50,000

6317 TCA Project - Mobile Working Sim D - 2,000 58,000

6309 ICT Projects - Unified Network Sim D - 97,000

6312 Shared Parking Service - ICES 360 Chris M Julie R 23,000

6314 Audio System - Council Chamber - Capswood Wi Fi Chris M Kevin K 7,000

6315 Shared F&P Service - Uniform & FM System Chris M - 0 6,100

6319 Shared EH Service - laptops & Idox modules Martin H - 7,676

6321 Waste Service Review - Contender Chris M 25,000

6318 Capswood Maintenance & Works Chris M Kevin K 20,000 100,000 100,000 100,000 95,000 50,000

6320 Capswood 1 Refurbishment of upper floor. Chris M Andy C 107,000

6320/6008 Capswood 1 Refurb of upper floor-Project Mgr Salary Andy C 10,000

65** Other Capital Works Chris M - 190,586 139,000 171,000 111,000 51,000 51,000

New Development Projects TBC - 2,000,000 2,250,000 2,500,000

Sustainable Development

6308 Planning Data Capture Peter B 23,000

Capitalisation of Salary Costs

6501-6008 Capital Salaries Chris M - 49,000 68,360

6,441,275 331,850 11,730,860 7,415,000 3,100,000 3,305,000

Appendix A
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2016/17 2017/18 2018/19 2019/20 2020/21

Funded by £ £ £ £ £

Housing subsidy re DFG's via Better Care Fund (BCC) 360,000 490,000 490,000 490,000 490,000

Transformation Reserve for Mobile working 0 50,000 0 0 0

Revenue Funding of Capital Programme 0 80,000 0 0 0

Borrowing for New Major Projects 0 10,600,000 6,500,000 2,250,000 2,500,000

Borrowing for General Projects 0 405,000 358,000 315,000

Capital Receipts / Capital Contributions 6,081,275 842,710 20,000 2,000 0

6,441,275 12,062,710 7,415,000 3,100,000 3,305,000

Opening Capital Receipts Reserve 6,089,380 864,945 22,235 2,235 235

New Capital Receipts 300,000 0 0 0 0

New General Capital Contributions 556,840 0 0 0 0

Use of Capital Receipts / Capital Contibutions -6,081,275 -842,710 -20,000 -2,000 0

Closing Capital Receipts Reserve 864,945 22,235 2,235 235 235

Borrowing Costs

Opening Borrowings 0 0 10,600,000 17,240,000 19,417,000

New Borrowings 0 10,600,000 6,905,000 2,608,000 2,815,000

MRP Repayments (40 years) 0 0 -265,000 -431,000 -485,425

Closing Borrowings 0 10,600,000 17,240,000 19,417,000 21,746,575

Interest (2.5%) 0 132,500 348,000 458,213 514,545

Notes

A + variance represents an overspend, a - variance represents an under spend.

RP=rolling programme capital budget

RE=revenue expenditure funded from capital. The accounting rules mean that technically this is revenue expenditure. However, statute allows this to be charged against capital resources.
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Budget Project Latest Rephased Original Original Original Original

Breakdown of other Capital Works Manager Manager Budget to Budget Budget Budget Budget

16/17 17/18 17/18 18/19 19/20 20/21

£ £ £ £ £ £

Other Properties (this budget is not on integra as no 

allocation)
Chris M - 71,000 51,000 51,000 51,000

6503-6005 SPMG Chris M Louise D 56,000 25,000

6504-6005 Beacon Centre
Chris M / 

Martin H
- 55,000 44,000 120,000

6505-6005 Parkside Cemetery Chris M
Kevin K / 

Simon G
586 70,000 26,000 60,000

6506-6005 Holtspur / Shepherds Lane Chris M - 0

6507-6005 Public Conveniences Chris M - 0

6508-6005 Bath Road Depot Chris M - 8,000 25,000

6509-6005 Academy Golf Course Mark Y - 0

6510-6005 River Road Taplow Chris M - 0

190,586 139,000 171,000 111,000 51,000 51,000
 





  APPENDIX B 
  

SOUTH BUCKS DC CAPITAL STRATEGY  
 

Purpose 

 

The Capital strategy for the authority is intended to describe how the authority will use and 

manage its capital resources to progress the council’s key priorities.  

 

 

Key Priorities of the Strategy 

 

The key Council priorities are as follows. 

 

Priority Pressure/Issue Response 

 Financial Stability & 

Resilience 

Ending of Government grant 

from 2017/18, payment 

of tariff from 2019/20.  

Forecast funding gap by 

2020 of £0.5m+ 

Funding coming totally from 

local resources from 

2017/18 makes SBDC 

more vulnerable to 

impact of economic 

recession. 

Major capital projects exceed 

available capital resources 

Strategy to increase income 

from strategic review of 

assets 

Strengthen level of reserves. 

Use prudential borrowing to 

finance major capital 

projects. 

Strong control on costs 

Identify efficiencies through 

transformation and joint 

working   

 Local Housing Needs At end of 2015/16 60+ 

families in temporary 

accommodation. 

Increasing numbers on local 

housing waiting list. 

Affordability issues have led 

to RSL development 

largely ceasing in the 

area. 

 

Identify sites for affordable 

housing development as 

another output from the 

strategic asset review.  

Housing development sites 

identified in new Local 

Plan. 

Create hostel for temporary 

accommodation 

purposes. 

Use s106 funding (£1.9m) 

 Parking Strategy  Capacity issues in car parks in 

Gerrards Cross and 

Beaconsfield. 

Parking issues in Iver. 

Project to expand Gerrards 

Cross C/Park 

Strategic asset review to 

include identification of 

car parking 

expansion/development 

opportunities 

 Maximising use of 

Property Assets 

Need to generate additional 

income to help bridge 

funding gap. 

Need to identify housing sites 

Carry out strategic asset 

review 

Explore innovative 

development projects, 



Car parking issues  funded by prudential 

borrowing. 

Explore specific development 

opportunities in 

Beaconsfield. 

 Leisure needs, incl 

Farnham Park 

GLL contract renewal in 2020. 

Potential impact of closure of 

Evreham Centre.  

Evreham operation is 

subsidied by SBDC. 

Issues from Open spaces 

needs review. 

Improving the financial 

position of the Farnham 

Park site. 

Financial performance of 

Academy site leads to 

need to redevelop the 

site 

Use results of Open spaces 

needs review to develop 

plans for alternative 

options to meet needs 

current provided at 

Evreham.  Opportunity to 

reduce Evreham revenue 

subsidy. 

Potential income from 

Academy redevelop to 

pump prime other 

projects. 

 

 Supporting local 

businesses 

Expanding and improving 

broadband quality and 

coverage in the area. 

With increased reliance on 

business rates funding 

important to sustain and 

grow tax base. 

Work with LEP and BA on 

investment to support 

businesses. 

Examine potential from 

strategic asset review to 

develop business  sector. 

 The local environment Concern over impact of major 

developments in Iver 

area. 

Implications of Local Plan, 

and any green belt 

release. 

Update strategic asset review 

work in the context of the 

new Local Plan. 

Work with LEP and BA on 

infrastructure investment 

in the Iver area to 

mitigate local issues. 

 Joint Working incl 

Transformation 

Need to address funding gap 

forecast to arise by 2020 

from ending of Govt 

grant. 

Responding to changing 

needs of residents and 

customers. 

Need to maintain drive for 

efficiency in service 

delivery. 

Stronger in Partnership 

Programme. 

Office Accommodation plans 

to reduce Capswood 

costs. 

Further joint service 

opportunities.  

 

Key Documents Influencing the Capital Strategy  

 

The Strategies influencing the Capital Strategy are. 

 

 Asset Management Plan (including outcomes of Strategic Asset Review) 

 Housing Strategy 

 ICT Strategy 



 

The Asset Management Plan will set out how the Council will use its assets to optimise 

revenue, create income streams, for the Council.  It is informed by the outcomes of the 

Strategic asset Review undertaken in 2016. 

 

Principles 

 

The key principles underpinning the strategy are: 

 

 Using capital resources to support the Council’s key priorities. 

 

 Managing the revenue implications of the capital programme. 

 

 Having in place project management to enable effective delivery of objectives and 

mange risk. 

 

 Optimise the use of Council capital and asset resources 

 

Financing 

 

The Strategy will be financed using the following funding sources: 

 

 Prudential Borrowing 

 Capital Receipts 

 Earmarked revenue funds 

 Leasing 

 Joint ventures or other forms of partnerships 

 

Prudential borrowing will generally be used for large projects, and those where detailed 

business cases have been prepared. 

 

Capital receipts will be incrementally applied mainly to smaller scale projects, but are 

anticipated to become a smaller part of financing capital expenditure as they are utilised and 

no substantial new receipts generated. 

 

The Council may decide to earmark from its revenue reserves sums to finance specific 

projects.  These include contributions received under planning agreements (s106 

agreements). 

 

Leasing will be considered for vehicles and plant that will need to be periodically replaced 

and the cost of leasing is comparable with the Council financing the asset itself 

 

For certain projects it may be appropriate for the Council to consider a joint venture 

arrangement where risk and reward is shared, or where an external partner would enable a 

project to proceed, which otherwise would not be possible.  

 

 



Governance 

 

Roles and Responsibilities 

 

Members 

 

Members have the responsibility for agreeing the key aims and priorities of the authority.  

They also need to ensure that adequate resources are in place to support the delivery of the 

priorities, and that the authority has a sound system for financial management and control. 

 

Managers 

 

Managers responsible for services or groups of services have the requirement to set out 

through their Service plans and budgets how they will progress the Council’s aims in the 

areas under their control.  They will be required to identify clearly the resource implications 

and any risks or dependencies associated with their Service plan.  Value for money, customer 

views and efficiency will feature in their service planning.   If required by the Council’s overall 

financial position managers will be required to identify savings options, but these should aim 

to minimise as far as possible the impact on the Council’s key priorities.  They will follow the 

authority’s procedures for financial management and control.  This includes monitoring their 

budgets in accordance to the requirements of the authority’s budget monitoring processes. 

 

s151 Officer 

 

The designated s151 officer has the responsibility to ensure members and officers are 

provided with the appropriate financial advice and information to support their service and 

financial planning, and this includes identifying the key financial risks facing the authority.  

The role also has responsibility for ensuring managers have the appropriate support to 

manage their budgets.   The post is responsible for ensuring adequate financial systems and 

controls are in place to manage the authority’s financial affairs.    

  

Project Management 

 

The capital schemes comprising the strategy will be managed in accordance with the 

Council’s project management methodology.  This means that: 

 

 All projects will have an identified sponsor and project manager 

 Project initiation documents will be in place identifying clearly the intended 

outcomes, timescales and risks.  

 Major investment projects will be supported by option appraisals and business cases. 

 

Where the Council decides to undertake external financing of investment projects it will 

ensure this is based on the requirements of the Prudential Code1.   The Treasury 

Management Strategy will be reviewed annually, and will set out the Prudential Indicator’s 

for the authority in order to demonstrate the affordability of any borrowing undertaken. 

                                                           
1
 Prudential Code for Capital Finance in Local Authorities issues by CIPFA. 



 

Any procurements undertaken will comply with the Council’s procurement rules and Contract 

Standing Orders.  

 

 

Review of the Strategy 

 

The principles and key elements of the Strategy should not change significantly from year to 

year, other than to adjust for any new supporting policies or strategies that may have been 

developed.  The detail of the strategy will be reviewed annually in the light of the progress of 

the programme and available resources.  

 

 

 

Capital Strategy 2017 - 2022 

 

The Council’s Capital Strategy is strongly influenced by its plans to improve the return on its 

assets by investments and working with partners.  The Council has undertaken a strategic 

asset review to identify a number of projects that will generate additional income for the 

authority.  It is anticipated that these projects will be financed by prudential borrowing 

following the approval of business cases.  For planning purposes an initial estimate has been 

made of the level of investment this programme might require.      

 

The programme includes two significant projects for the expansion of the Council’s main car 

park in Gerrards Cross, and the redevelopment of the recently acquired ex-Police Station site 

in Gerrards Cross.  The majority of the costs of these projects are anticipated to be finance by 

prudential borrowing. 

 

Housing grants are anticipated to form a significant part of the programme for a number of 

years with funding largely coming via the Better Care fund administered by the Adult Health 

& Wellbeing Board for Buckinghamshire. 

 

In 2021/22 the council will need to consider the replacement of the refuse fleet.  This will be 

tied in with retendering the current contract, and at that stage an evaluation will be 

undertaken whether to lease or acquire any new vehicles required under the contract. 

 

Finally there is the maintenance of existing assets which comprises projects of varying scales.  

The projects fall under the following main groupings. 

 

 Capswood offices 

 Other Council buildings 

 ICT infrastructure 

 Car parks 

 Waste and recycling facilities 

 

 The overall size of the programme over time will be affected primarily by the ability of the 

revenue budget to support the cost of financing new investment by prudential borrowing as 



the Council’s asset strategy does not envisage any significant asset disposals.  It is important 

for the Council’s overall Medium Term Financial Strategy that the significant projects 

designed to generate income achieve their objectives.  

 

 

 

Director of Resources 

December 2016     

  



DEFINITION OF CAPITAL EXPENDITURE INCLUDED IN THE CODE OF PRACTICE 

ON LOCAL AUTHORITY ACCOUNTING IN THE UNITED KINGDOM 

 

All expenditure that can be directly attributed to the acquisition, creation or 

enhancement of items of property, plant and equipment or the acquisition of rights 

over certain longer-term intangible benefits is accounted for on an accruals basis and 

capitalised as a non-current asset. It must be probable that the future economic 

benefits or service potential associated with the item will flow to the Council - the 

Council does not have to own the item but it must be more than likely that it has 

gained the right to use the item in the provision of services or to generate cash from 

it. In addition it must be possible to measure the cost of the item reliably. 

 

Expenditure that should be capitalised will include expenditure on the: 

 

 Acquisition, reclamation or laying out of land 

 Acquisition, construction, preparation, enhancement or replacement of 

roads, buildings and other structures 

 Acquisition, installation or replacement of movable or immovable plant, 

machinery, apparatus, vehicles and vessels 

 

In this context, the definition of enhancement contained in the previous Code of 

Practice (SORP) is still applicable and means the carrying out of works which are 

intended to: 

 

 Lengthen substantially the useful life of the asset, or 

 Increase substantially the market value of the asset, or 

 Increase substantially the extent to which the asset can or will be used for 

the purpose or in conjunction with the functions of the local authority 

concerned. 

 

Under this definition, improvement works and structural repairs should be 

capitalised, whereas expenditure to ensure that the fixed asset maintains its 

previously assessed standard of performance should be recognised in the revenue 

account as it is incurred. 

 

Expenditure on existing fixed assets should be capitalised in three circumstances: 

 Enhancement - see above 

 Where a component of the fixed asset that has been treated separately for 

depreciation purposes and depreciated over its individual useful life is 

replaced or restored 

 Where the subsequent expenditure relates to a major inspection or overhaul 

of a fixed asset that restores the benefits of the asset that have been 

consumed by the authority and have already been reflected in depreciation 



 

Assets acquired on terms meeting the definition of a finance lease should be 

capitalised and included together with a liability to pay future rentals. 

Where an asset is acquired for other than cash consideration or where payment is 

deferred the asset should be recognised and included in the balance sheet at fair 

value. 
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