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1. SUMMARY

 This report presents the Council’s 2019-20 Capital Strategy.

2. BACKGROUND

 The Council’s 2019-20 Capital Strategy is presented in Appendix 1 of this report.

3. OTHER CONSIDERATIONS

 None.

4. FINANCIAL & RESOURCE APPRAISAL

 The financial implications are set out in Sections 4, 5 and 7 of Appendix 1.

5. RISK MANAGEMENT AND GOVERNANCE ISSUES

 Risk Management and Governance issues are set out in Sections 3 and 7

6. LEGAL APPRAISAL

 The legal issues are set out in the body of the report. Legal Services will provide further 
advice on the implementation of the Capital Programme as required.

7. OTHER IMPLICATIONS

 Equality and diversity, sustainability, greenhouse gas emissions impacts, community 
safety, Human Rights Act, Trade Union and Ward Implications will be considered on an 
individual project basis.



7.1 IMPLICATIONS FOR CORPORATE PARENTING

 None
7.2 ISSUES ARISING FROM PRIVACY IMPACT ASSESMENT

 None

8. NOT FOR PUBLICATION DOCUMENTS

 None

9. OPTIONS

 None

10. RECOMMENDATIONS

 That the Executive requests Council to approve the 2019-20 Capital Strategy. 

11. APPENDICES

 Appendix 1: the Council’s 2019-20 Capital Strategy.

12. BACKGROUND DOCUMENTS

 None



Appendix 1: CAPITAL STRATEGY 

1. INTRODUCTION

A Capital Strategy is an overarching document which sets the policy framework for the 
development, management and monitoring of capital investment. It is a high level overview of 
how capital expenditure, capital financing and treasury management activity contribute to the 
provision of services along with an overview of how associated risk is managed. Further it 
considers Council decisions over a longer period than the budget and up to ten years into the 
future.

The Council delivers a host of services for example from emptying bins to caring for the 
elderly. Prioritising between these services is based on Council strategies, Council decisions, 
statute and consultation. In this regard, the essential role of the Capital Strategy is to refer 
back to these elements. 

In addition, the Capital Strategy is based on principles of the Prudential Code for Capital 
Finance in Local Authorities (December 2017). The key message from the Code is Prudence, 
Affordability and Sustainability.

Capital investment forms a store of potential future value. Its cost is in proportion to its rate of 
depreciation in use combined with the interest from any borrowing required: called capital 
financing costs. Identifying capital financing costs is the first enabler to assess Prudence, 
Affordability and Sustainability. 

Identifying the capital financing costs also allows a second enabler: comparison against 
ongoing revenue costs and income. This comparison allows an affordability assessment on 
the best way to deliver a specific service. For example, in analysing the extension of a building 
life, savings in capital financing costs can be compared to the revenue costs from increased 
repair and maintenance. Capital financing costs from building a new sports centre are 
assessed against both additional revenue income and expenditure. The purchase of an 
investment in property can be compared to the rental income.

Also capital investment generally requires borrowing, unless external grants are available. 
Sustainability can be assessed by viewing this borrowing both over the long-term and by type 
of borrowing. Types of borrowing include whether to lease or buy with finance provided by the 
the Public Works Loan Board (PWLB).

Another aspect of capital investment is that it is substantial and it lasts for a long time. 
Because of this, the Capital Strategy needs to ensure strong decision-making which is future-
proof.

A key aspect of prudence is to identify and mitigate risks. For example, this includes the 
sensitivity of capital financing costs to interest rate changes and the changes to forecasts of 
the amount of capital investment.

1.1. CAPITAL EXPENDITURE

Capital expenditure generally relates to spending on physical assets that have a useful life of 
greater than one year. This can be new assets, improvements to existing assets, or loans to 



third parties for a capital purpose. It can also, with the express permission of the Secretary of 
State, cover revenue expenditure on items such as equal pay claims or statutory redundancy 
costs. 

Capital expenditure is a significant and fundamental part of what the Council does. The 
Council owns a diverse range of land and property including agricultural land, schools, 
libraries and museums, cemeteries and crematoriums, car parks, allotments, offices, 
workshops, depots and heritage buildings. The Council also owns a portfolio of investment 
assets across the District which helps to stimulate regeneration and economic growth and also 
provide revenue income to the Council. The table below provides details of the Council’s 
assets.
 
Table 1: Asset Balance Sheet values as at 31 March 2018
Category Value as at 31 March 2018

£’000
Council Dwellings 16,615
Land & Buildings 608,763
Vehicles, Plant, Furniture & Equipment 20,437
Infrastructure 212,622
Community Assets 53,266
Surplus Assets 15,443
Assets Under Construction 19,382
Heritage Assets 37,058
Investment Property 58,863
Intangible Assets 595
Total 1,043,044

1.2. GUIDING PRINCIPLES 

The Council needs to ensure that it is maximising the efficiency and potential of all of its 
assets. No project should proceed to inclusion within the Capital Investment Plan (CIP) unless 
it furthers achievement of the Council’s strategic priorities and objectives.

The key principles for the capital programme are summarised below:

I. Capital investment decisions reflect the priorities included within the Council Plan and 
supporting strategies. 

II. Schemes added to the capital programme will be subject to a detailed business case 
review and prioritised according to availability of resources and scheme specific 
funding, and factors such as deliverability of the benefits, legal obligations, health and 
safety considerations and the longer-term impact on the Council’s financial position.  

III. Schemes financed either from capital grants or Invest to Save income streams will be 
given a high priority. 

IV. The cost of financing capital schemes, net of revenue benefits, are profiled over the 
lifetime of each scheme and incorporated into the annual policy and resources strategy 
and budget. 

V. Commissioning and procuring for capital schemes will comply with the requirements set 
out in the Council’s constitution, financial regulations and contract standing orders.



2. LINKS TO COUNCIL POLICIES, STRATEGIES AND OBJECTIVES

The Capital Strategy complements other key documents by defining the approach, structure 
and governance for the effective financing and management of our capital investment needs 
and ambitions. It outlines how the Council’s existing capital resources will be effectively 
managed to meet the planned needs and opportunities for meeting the ambitions for future 
longer term capital investments.

The Council maintains an approved and annual capital programme that covers a four year 
period. Key capital commitments already included in the Council Plan include:

 A Great Start and Good Schools for All Our Children 
- To build a new Special Educational Needs school.
- The Primary School Expansion programme and construction of a new Primary 

School in Silsden.
- Secondary School expansion.
- Updating Children’s home provision.

 Better Health, Better Lives
- The Great Places to Grow Old Programme seeks to modernise residential care 

provision within the District.
- Providing equipment in peoples’ homes.
- New, modern sports facilities at Sedbergh and Squire Lane.
- Development of a Sports Pitches Strategy and a review of provision across the 

District including developing Wyke Manor.
- Learning Disabilities facilities at the former Branshaw School.

 Better Skills, More Good Jobs and a Growing Economy
- To build a new City Centre Market.
- Completion of restoration works to St Georges Hall.
- Continuing investment in Highways (includes a number of large West Yorkshire 

Combined Authority funded schemes for example Greengates and Hall Ings.
- Development of City hall to include the Rugby Football League Museum.
- Using Heritage Lottery Funding to improve Bradford City centre townscape.

 Decent Homes That People Can Afford To Live in
- Building affordable housing within the District.
- Bringing empty homes back in to use.

 Safe, Clean and Active Communities 
- Bereavement Strategy.
- Carbon Management Programme.
- Former landfill site Sugden end.



 A Well Run Council
- Replacement of Street Lights across the District generating savings in energy costs.
- Completion of the Property Programme.
- Investment in property to provide a positive financial return.

In furthering its aim of working regionally, the Council has also a long-term investment 
in the Leeds City Region Revolving Investment Fund (LCR RIF).

 Leeds City Region Revolving Investment Fund

- It was established in 2013 with the local authorities of Leeds, Bradford, Kirklees, 
York, Harrogate and Calderdale, Wakefield who have jointly committed in excess of 
£20 million loan funding for commercially viable, private sector led infrastructure and 
construction projects in the Leeds City Region.

- The Council has so far contributed £2.8m to the fund. Projects eligible for support 
include new homes, delivering new energy infrastructure, new factories and 
commercial buildings, where conventional sources of funding are insufficient or 
unavailable. Loans are made on commercial terms and compliant with State Aid 
restrictions to meet the gaps where private finance cannot be obtained.

3 GOVERNANCE FRAMEWORK 

Democratic decision-making and scrutiny processes provide overall political direction and 
ensure accountability for investment in the capital programme. These processes include:

 Council approves the Council Plan which sets out the strategic priorities for the Council.
 Council is ultimately responsible for approving the Capital Strategy, Treasury 

Management Strategy and capital programme.
 The Capital Investment Plan (CIP) sets out the individual schemes that deliver the 

Council’s overall vision. All schemes in the CIP are approved by Executive. As part of 
the budget process the schemes are further approved by Full Council, unless the 
scheme is wholly funded from capital grants or Direct Revenue Financing separately 
approved within Revenue Estimates.

 The Executive receives regular capital monitoring reports, approves variations to the
programme and considers new bids for inclusion in the capital programme.

 Scrutiny committees can call in Executive reports, receive and scrutinise reports.
 All projects progressing to the capital programme must follow the constitution, financial

regulations and Contract Procedure Rules.
  The capital programme is subject to internal and external audit.

The Project Appraisal Group (PAG) is a corporate officer group that appraises proposed 
capital bids and makes recommendations to Executive and Council. Its membership 
comprises finance, legal, procurement, project management and property expertise and it is 



chaired by the Director of Finance. 

The Capital Business Case will identify the projected running costs and financing costs of the 
relevant asset. The affordability of the proposals both for the initial investment and over the life 
of the asset is assessed. In all cases the capital expenditure and any on going costs must be 
sustainable in relation to the Council’s medium term financial plans. The proposed scheme is 
scored against set criteria based on the guiding principles outlined above.

Capital proposals requiring borrowing will initially be assessed by PAG. Schemes funded from 
capital grants or Direct Revenue Financing can be progressed and approved directly by the 
Section 151 Officer. From 1 April 2019, any new proposals which are not funded from capital 
grants or receipts from the sale of land buildings would have to be: either financed directly 
from the Revenue Estimates or vired from another capital scheme.

The CIP is monitored quarterly through reports to Executive and PAG. A governance issue in 
managing the CIP is the variances between the budget and actual spend. The aim of quarterly 
monitoring is to identify, project and understand such variances. 

The performance of the capital programme is also measured by the prudential indicators that 
are reported to Council as part of the Treasury Management Strategy, the Treasury 
Management half-yearly review and the annual review. 

4 CAPITAL RESOURCES TO SUPPORT CAPITAL EXPENDITURE

Current projects are set out in the Capital Investment Programme 2019-20, approved by 
Council on 21st February 2019.

The pipeline for the programme comprises: roll forwards from the previous programme; 
availability of government grants; new projects reviewed by Project Appraisal Group and 
Executive.

The funding for the current programme is summarised in the table below. 

Table 2: Capital Investment Plan 2019-20
2019-2020 2020-2021 2021-2022 2022-2023 Total

Funding: £m £m £m £m £m
Grants 65.694 68.798 30.379 34.480 199.351
Miscellaneous 9.33 6.2 4.204 3.5 23.234
Borrowing 71.496 85.278 71.973 52.206 280.953
Total Spend: 146.520 160.276 106.556 90.186 503.540

Some of the borrowing is termed Invest to Save: this is because the capital financing costs of 
the borrowing are mitigated by equivalent savings or additional income in the approved 
revenue estimates. A split of the borrowing showing the Invest to Save element is shown in 
table 3.



Table 3: Split of Invest to Save Borrowing
2019-2020 2020-2021 2021-2022 2022-2023 Total

Funding: £m £m £m £m £m
Borrowing: Invest to Save 34.882 47.366 28.410 9.829 120.487
Borrowing: Other 36.614 37.912 43.563 42.377 160.466
Total borrowing 71.496 85.278 71.973 52.206 280.953

All borrowing impacts on the revenue estimates in the form of capital financing costs. These 
capital financing costs include the effect of previous’ years’ capital investment, as it comes into 
use and provides service benefit. The capital financing costs are summarised in Table 4 
below, with costs relating to Invest to Save borrowing shown separately because of the 
compensatory savings elsewhere in the revenue estimates.

Table 4: Capital financing costs
2019-20

£m
2020-21

£m
2021-22

£m
2022-23

£m
MRP overprovision -6.5 0 0 0
MRP, excluding PFI 19.9 21.6 24.3 26.1
MRP PFI, finance lease 4.4 4.4 4.4 4.4
Old West Yorkshire Waste debt 0.2 0.2 0.2 0.2
Interest on external borrowing 18.4 20.7 23.6 25.5
Interest on PFI 16.7 16.1 15.5 14.9
Premium on debt repayment 0.3 0.3 0.3 0.3
Investment income -0.7 -0.7 -0.7 -0.7

Total Capital Financing Costs 52.7 62.6 67.6 70.7
Projected Net Revenue Stream 362.5 397 397 397
Ratio to Net Revenue Stream 14.5 % 15.8 % 17.0 % 17.8%
Invest to Save element of Total Capital 
Financing Costs

6.4 8.1 9.6 12.3

Invest to Save contribution to Ratio to 
Net Revenue Stream

1.8% 2% 2.4% 3.1%

5 COMMERCIAL PROPERTY INVESTMENTS

Historically, the Council holds investment properties which are rented commercially for rental 
income. The audited 2017-18 Statement of Accounts show that the Council received £2.3m 
net income from these investments.

Table 5: Investment Property Net Income (Extract 2017-18 audited accounts)
2017-18

£m
Rental income -2.52
Service charges -0.24
Repairs and Maintenance 0.18
Capital Financing costs & other 0.3
Total return -2.3

The value of the Council’s investment property as at 31 March 2018 was £58.9m, making a 
return of 4%. The investment property is valued higher than its purchase cost, so taking this 



into account, the return would be higher. This means past spend on investment property is 
supporting the current revenue estimates. 

The Council recently invested £4.4m in an NCP car park in the district, which in 2018-19 will 
generate gross rental income of £0.33m; and a net rental income of £0.1m over the capital 
financing costs. The Council aims to develop a sustainable funding model for the revenue 
estimates as general government grants reduce. As part of this, a £40m budget over four 
years for property investment is included in the 2019-20 Capital Investment Plan. 

The Ministry of Housing, Communities, Local Government Guidance on Local Government 
Investments states: “Where a local authority is or plans to become dependent on profit 
generating investment activity to achieve a balanced revenue budget, the Strategy should 
detail the extent to which funding expenditure to meet the service delivery objectives and 
place making role of that local authority is dependent on achieving the expected net profit”.

The capital strategy view is that the Council’s dependence on investment activity is currently 
low. Income from commercial property investment budgeted is estimated to potentially climb to 
£5.8m. This is just 1.6% of the Council’s funding from Council Tax, Business Rates, general 
Government grants and reserves. Table 6 breaks down the Council’s estimated gross 
commercial property income including an estimate for the next four years.

Table 6: Gross rental income from commercial property investment
2019-20 to 
2022-2023

£m
Historical commercial investment -2.5
NCP carpark -0.33
Next 4 years -3.00
Total commercial income -5.83

The Council is currently developing its Investment Strategy. The new strategy will make it 
clear that the Council will continue to invest prudently on a commercial basis and to take 
advantage of opportunities as they present themselves, supported by a robust governance 
process. 

The 2018-19 Capital Strategy set out the assessment criteria, when considering a new 
purchase to ensure Prudence, Sustainability and Affordability. It is also proposed to retain 
these criteria shown below, subject to minor adjustments (in italics):

Non Financial Investment Criteria:
I. Risks associated with the investment

II. The likelihood of being able to sell the investment in extremis
III. Whether the location is attractive for selling or letting and whether the location is easy 

to travel to so that it can be inspected without specialist agents
IV. The preference for the location of the investment to be firstly in the district and secondly 

in the Leeds City Region
V. The security of rental payments, with consideration given to the reliability of tenants

VI. The prospective length of any lease period for which rental payments are received



VII. The income stream from the investment, compared to capital financing costs and 
budgeted rentals in the revenue estimates

VIII. The potential to increase both the income stream and the capital value of the 
investment

IX. The likelihood of the capital value of the investment exceeding any outstanding debt
X. The value of the investment 

XI. Management costs
XII. The sector in which the investment is made, for example, retail or warehouses.

XIII. Any prospective tenants or partners in the investment must not be involved in 
commercial activities that conflict with the Council’s values.

The MHCLG Guidance on Local Government Investments states at paragraph 46 that 
“Authorities must not borrow more than or in advance of their needs purely in order to profit 
from the investment of the extra sums borrowed”. This refers to investments in financial assets 
like gilts and shares - the guidance goes onto say that if the Council does not follow this 
recommendation, it should state its “policies in investing the money borrowed, including 
management of the risks, for example, of not achieving the desired profit or borrowing costs 
increasing”.

Therefore the capital strategy has introduced another criteria that it will not borrow to invest for 
profit from financial investments. This is not a change from existing policy but makes current 
practice more explicit.

The Government has suggested a range of indicators as a starting point for local authorities to 
work from. The Council will therefore develop indicators when the investment property plans 
are further developed by the Investment Advisory Group.

6. ASSET MANAGEMENT PLANNING

The Council aims to manage its existing assets as efficiently as possible to reduce costs and 
maximise service benefit. This is undertaken by the Council’s Estate Management Service, 
according to the objectives listed below:

 To ensure that the Council’s operational estate is occupied as efficiently as possible 
and supports the delivery of good outcomes both now, and in the future:
- to reduce the running costs of Council’s buildings;
- to work with the Third and private sectors to ensure better use of assets to achieve 

district priorities;
- to promote the philosophy to work with third sector/public partners to achieve 

service and accommodation synergies.
 To support regeneration across the district, including delivery of new housing and 

economic growth:- 
- to minimise the number and impact of underused, empty and derelict Council   

owned buildings including listed and other heritage buildings;
 To maximise the performance of the Council’s investment portfolio, generating

additional revenue to support the Council’s finances.



The Estates Strategy is due to be updated in 2019. In order to link to the Capital Strategy, this 
update will specifically quantify the cost of repair and maintenance costs against the savings 
from extending the lives of Council buildings. This quantitative analysis will be undertaken with 
the support of the Business Advisor for capital and completed by 28 June 2019.

Further, the Estates Strategy will review its strategy to dispose of its buildings. By reducing its 
office space, the Council has realised considerable savings. Further the receipt from the sale 
of buildings can be recycled as funding for the Capital Investment Plan. It is proposed that the 
Estates Strategy with the support of the Business Advisor for capital quantifies a variety of 
disposal options for the Council by 28 June 2019. 

The purpose of the above actions is that disposing of property has helped the Council 
significantly reduce the repair and maintenance on the Council’s estate. The table below 
summarises the previous achievement.

Table 7: Backlog maintenance 
Backlog maintenance 2009-10 2017-18
Operational Estate £ms 83 46
Non-Operational £ms 13 8
Total Backlog maintenance £ms 96 54

Operational Estate size GIAm2 000s 319 228
Non-Operational Estate size GIAm2 000s 27 37
Total 346 265

7 PRUDENCE, AFFORDABILITY, SUSTAINABILITY

The overall context is that as at 31 March 2018, the Council had a liability of £669m from 
borrowing for capital investment. This is called the Capital Financing Requirement and will be 
paid off from capital financing costs in future revenue estimates. The majority of this has 
required external borrowing from the Public Works Loan Board. However, £178m relates to 
the private finance initiative, in which the borrowing is with a private company and repaid from 
future contracted lease payments. 

The Capital Financing Requirement exists on the Council’s balance sheet as the difference 
between the Council’s land and buildings and the balances already held to pay for them. 
There is also a relationship between the actual amount of external borrowing and the Council’s 
other assets and liabilities – this is because in practice cash reserves have been temporarily 
used to reduce borrowing from the Public Works Loan, the effect of this is called under-
borrowing. The Capital Financing Requirement and relationship to other assets and liabilities 
is summarised in the table below:

Table 8: Capital Financing Requirement 31 March 2018
Balance Sheet 31/03/2018

£m

Capital financing Requirement 669
Private finance Initiative -178
Less Private Finance Initiative 491
Investments Held 35



Cash Reserves -202
Less School Balances 20
Provisions/Collection Fund -18
Borrowing from Public Works Loan
Board

326

Under-Borrowing 165
Source: 2017-18 Accounts & Appendix A

The Capital Financing Requirement is due to increase because of the future borrowing 
required to finance the 2019-20 Capital Investment Plan. This is set out in the table below:

Table 9: Projected increased in Capital Financing Requirement
£m 2019/20

Estimate
£m

2020/21
Estimate

£m

2021/22
Estimate

£m

2022/23
Estimate

£m
Opening Capital Financing 
Requirement

710 764 824 867

Increase in borrowing 72 86 72 53
Less MRP and other 
financing movements

-18 -26 -29 -31

Closing Capital Financing 
Requirement

764 824 867 889

As part of the Capital Strategy, measures to test the affordability of the proposed borrowing in 
the Capital Investment Plan (CIP) are being used. These measures are shown in the table 
below:

Table 10: Affordability measures
Measure Current Position Potential Position
Total Borrowing related to 
long term assets

As at 31-03-2018 £322m total 
borrowing is 31% of long 
terms assets of £1,045m.

CIP2019-20 to 2022-23 has 
£120.5m of Corporate 
Borrowing and £160.4m of 
Invest to Save, totalling an 
assumed increase of 
£280.9m in borrowing to 
£602.9m. Assuming this 
increases long term assets 
also by £280.9m to 
£1,325.9m, this is 45% of 
long term assets.   

Total Borrowing costs as a 
percentage of net budget

For 2019-20 borrowing costs 
of £46.3m plus Invest to Save 
borrowing costs of £6.4m, 
totalling £52.7m are 14.5% of 
net budget

At 2022-23 borrowing costs 
of £58.4m plus invest to save 
of £12.3m total £70.7m. 
17.8% of the net revenue 
budget.

Contribution Investment Estimated rental income for If an additional £40m is 



Properties make to core 
functions

2019-20 for purchases to 
date is £2.8m which is 1% of 
net budget

invested over the next four 
years the expected increase 
in rental income is projected 
to be £3m. Total rental 
income will be £5.8m and 
1.6% of net budget.

A number of actions together with their purpose are set out in the Capital Strategy. These 
actions are intended to align the Council’s operations with the current context of the Council’s 
projected Capital Financing Requirement. They are listed below:

 Management of the Balance Sheet
- A balance sheet projection and analysis is included in the Council’s quarterly 

monitoring reports to Executive and Council.

- The purpose of this is to monitor the Council’s assets and liabilities going forward 
and report on any increase in liabilities. Further, it would develop the reporting of 
potential financial risks to the Council in relation to the Capital Investment Plan and 
other expenditure.

 Loans to External Organisations
- A responsible officer is assigned to monitor all outstanding loans to external 

organisations and assess on a quarterly basis any risk of non-payment.

- The rate of interest on loans to external organisations will reflect the level of risk and 
liquidity of them. Where additional loans are considered, the rate of interest may be 
above the rate at which the Council can borrow from the Public Works Loan Board. 
The Capital Strategy proposes that a more detailed policy is drawn up.

- The responsible officer will also maintain a central list of financial guarantees 
provided to external organisations.

- The purpose is to ensure that the Council’s long term debts are fully repaid or any 
future difficulties are anticipated so mitigating action can be taken. Any loans given 
to an external organisation used for capital expenditure increase the Council’s 
Capital Financing Requirement. If it looks likely that the loan will not be repaid, 
additional capital financing costs will be a cost pressure within the revenue 
estimates.

 Forecasts of spend against the Capital Investment Plan
- Responsible finance officers will arrange departmental meetings to provide accurate 

capital forecasting of the 2019-20 Capital Investment Plan. As part of this to develop 
the Council’s shared understanding of the critical paths of the capital schemes.



- The Treasury Management Officer will monitor current interest rates and 
expectations of future rate increases on a daily basis.

- The Treasury Management Officer will develop options to contractually borrow in the 
future at current interest rates.

- A responsible officer will calculative the sensitivity of Invest to Save schemes to 
interest rate increases.

- The overall purpose is to enable the Council to take out borrowing at the most 
optimal time. Accurate forecasting will help the Council understand when borrowing 
will be required. 

- The purpose of the option to contractually borrow in the future at current interest 
rates would reduce the risk of interest rates rising. An interest rate rise would 
increase capital financing costs. Further the calculations for the Invest to Save 
schemes, embody assumptions about interest rates which may be incorrect.

 Investigate borrowing with annuity loans
- The Treasury Management Officer and Business Advisor Capital will assess the 

optimal use of annuity loans compared to repayment at maturity loans.

- The Treasury Management Officer and Business Advisor Capital also consider 
whether equal instalment of principal loans would be appropriate.

- The purpose is to take out borrowing in a way which minimises the Council’s costs. 
Repayment at maturity loans requires the Council to repay the loan principal at the 
end of the period of the loan and pay annual interest on the outstanding amount. 
Annuity loans require the Council to make a uniform payment each year over the 
whole term of the loan. This method of repayment would align more closely with 
how capital financing costs are charged in practice to the Revenue Estimates. Such 
alignment could help the Council manage its cash flow, reducing overall capital 
financing costs. Annuity loans may be more appropriate where there is an 
expectation that the size of the Capital Investment Plan reduces in future years.

- Equal instalment of principal loans require that an equal amount of the principal 
repaid each year. The purpose of investigating this option is to ascertain whether 
this would reduce capital financing costs and improve cash flow.

 Review leases arrangements that involve an asset to determine if a purchase 
arrangement would be more cost effective
- A responsible officer to review lease arrangements to determine if it would more 

cost effective to buy any assets outright.



- The purpose is to ensure that lease arrangements are as cost effective as possible. 
Further the purpose is to prepare for a likely change in accounting rules which may 
increase the Council’s capital financing costs arising from lease arrangements.

 PROJECT APPRAISAL GROUP
- From 1 April 2019, any new proposals which are not funded from capital grants or 

receipts from the sale of land buildings would have to be: either financed directly 
from the Revenue Estimates and vired from another capital scheme.

- The quarterly monitoring of capital spend will be reported to Project Appraisal 
Group. As part of the Capital Strategy’s aim to continually align the Capital 
Investment Plan with Council strategies, budget challenge sessions will be 
conducted with senior officers and Councillors during April and May 2019. 

- Key strategies are the Council Plan 2016-20 and the Invest in Bradford Economic 
Strategy 2016-2020. Project Appraisal Group will assign an officer to participate on 
refreshing these strategies. This will further improve linkages between the Capital 
Strategy and other Council strategies.

- Post completion statements for schemes costing in excess of £10m will be brought 
to Project Appraisal Group to appraise value for money and achievement against 
the Council Plan. As part of this, a revised process for evaluating benefits will be 
developed during 2019-20 by the Business Advisor Capital.

- Project Appraisal Group will determine whether there are opportunities to share 
expertise in accessing capital grants across the Council.

- The schemes in the 2019-20 Capital Investment are formerly linked for reporting 
purposes to the Council’s strategies. Capital Financing Costs are modelled over the 
asset life as standard, under the guidance of the Business Advisor Capital.

- A representative from the Council’s procurement section will attend Project 
Appraisal Group. 

- The purpose is to minimise the Council’s requirement for borrowing and to 
streamline the Project Appraisal Group.

 Risk Reporting
- A responsible officer will be assigned to develop the reporting and escalation of 

risks arising from the Capital Investment Plan and monitoring of balance sheet 
liabilities. This would involve the Project Appraisal Group, the Section 151 Officer 
and to align with the Corporate Risk Register as appropriate.



- The Council’s risk appetite is low. This is consistent with the CIPFA Treasury 
Management Code of Practice which stipulates that investments are prioritised 
according to security, liquidity and yield, in that order of importance. Subject to 
careful due diligence, the Council will consider a moderately higher level of risk for 
capital schemes which meet an important objective in the Council plan and generate 
significant non-financial benefits for the District.

- A specific risk as a VAT registered body is the recovery of exempt VAT only up to a 
value of 5% of all the VAT it incurs. This is known as the de-minimis limit. Monitoring 
and control of exempt input tax is essential for the Council as where exempt input 
tax exceeds the 5% limit the whole amount is irrecoverable and will represent an 
additional cost to the council. Each capital investment will be closely reviewed to 
assess its VAT implications. 

- Inflation risk will be managed by using fixed price contracts wherever possible. 
Further the Capital Investment Plan includes £2m annual contingency. There is an 
additional risk contingency for the capital financing costs in the revenue estimates. 

- The purpose is to ensure a that risks are monitored and escalated appropriately.

8. SKILLS AND KNOWLEDGE

The Council has professionally qualified staff across a range of disciplines including finance, 
legal and property that follow continuous professional development (CPD) and attend courses 
on an on going basis to keep abreast of new developments and skills. The Council establishes 
project teams from all the professional disciplines from across the Council as and when 
required.

The Council uses external advisors where necessary in order to complement the
knowledge its own officers hold. Some of these advisors are contracted on long term
contracts or are appointed on an ad-hoc basis when necessary. The Council currently 
employs Link Asset Services as treasury management advisors and PWC as VAT advisors. 
This approach ensures the Council has access to specialist expertise when needed to support 
its staff, commensurate with its risk appetite.

Internal and external training is offered to members to ensure they have up to date knowledge 
and expertise to understand and challenge capital and treasury decisions taken by the 
Director of Finance.

9. CONCLUSION

Overall the Capital Strategy, sets out the key guiding principles and the approach to borrowing, risk 
and Governance.
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Appendix A
2017-18 Audited Statement of Accounts

School Working Useable Other Provisions/
Investm

ent. Council
Capital 

financing 
PFI/hire 

purchase
Finance 
leases

Actual 31/03/2018

balance Capital
School 

reserves
Cash 

balances
Tax 

collection
Held

cash 
reserves requirement

(not require 
borrowing)

(not require 
borrowing)

Borrowing Net Exp.

(PFI)
Audited 
account

a b c d e f g h i j k l
sum(a:k)

£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000

Land, buildings, vehicles 946,528 946,528

Paintings, historical artifacts 37,058 37,058

Investment property e.g NCP carpark 58,863 58,863

Mainly computer software 595 595

Long term investment 1 1

Long term debtors 1,195 909 2,104

Short term Investments 15,003 15,003

Assets Held for sale 977 977

Inventories 1,766 1,766

Short term debtors 23,439 53,909 77,348

Cash and Cash Equivalents -7,035 38,865 20,008 51,838

Cash & cash equivalents -5,448 112 -5,336

Short term borrowing -13,105 -13,105

Short term creditors -10,956 -83,947 -94,903

Provisions -9,167 -9,167

Provisions -13,368 -13,368

Long Term borrowing -312,908 -312,908

Council's Pension liability -858,087 -858,087

Waste Management & other liabilities -4,068 -4,559

Private Finance Initiative Liabilities 8,229 -177,691 -491 -169,462

Capital Grants Receipts in Advance -10,258 -10,258

Useable cash reserves -20,550 -182,299 -202,849

Asset Revaluation Reserve -181,029 -181,029

Asset Funding Reserve -194,448 -194,448

Financial Instruments Adjustment Account 5,134 5,134

Pensions reserve 858,087 858,087

Deferred capital Receipts -258 -258

Council Tax and NDR collection 2,805 2,805

Accumulated Absences reserve 11,630 11,630

0 -10,571 -20,550 43,138 -29,988 35,011 -182,299 669,454 -177,691 -491 -326,013 0

1 Capital Financing Requirement less PFI (h - i) 491,272

2* Underborrowing: Capital financing Requirement less PFI/leases less actual borrowing (1 (above) - i) -165,259

* The £131.039/£166.945m of underborrowing is enabled because of (g) Council cash reserves of £165.294m/£182.299m
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