BUDGET SCRUTINY COMMITTEE
AGENDA
Wednesday 30th January 2019 at 1400 hours in
the Council Chamber, The Arc, Clowne,

Item No.

Page No.s
PART A – OPEN ITEMS

1.

To receive apologies for absence, if any.

2.

To note any urgent items of business which the Chairman has
consented to being considered under the provisions of Section
100(B) 4 (b) of the Local Government Act 1972.

3.

Members should declare the existence and nature of any
Disclosable Pecuniary Interest and Non Statutory Interest as
defined by the Members’ Code of Conduct in respect of:
a) any business on the agenda
b) any urgent additional items to be considered
c) any matters arising out of those items
and, if appropriate, withdraw from the meeting at the relevant
time.

4.

Minutes of a meeting held on 14th November 2018.

5.

Update on the Go Active Leisure Facility.

6.

Medium Term Financial Plan – Revised Budgets 2018/19.

8 to 26

7.

Medium Term Financial Plan - Proposed Budget 2019/20 to
2022/23.

27 to 53

8.

Treasury Management Strategy.

To Follow

9.

Capital Strategy.

To Follow

10.

Corporate Investment Strategy.

To Follow

11.

Update from Scrutiny Chairs.

3 to 7
Presentation

Verbal Update
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BUDGET SCRUTINY COMMITTEE
Minutes of a meeting of the Budget Scrutiny Committee of the Bolsover District
Council held in the Council Chamber, The Arc, Clowne on Wednesday 14 th
November 2018 at 1400 hours.
PRESENT:Members:Councillor S. Peake in the Chair
Councillors P.M. Bowmer, J.A. Clifton, C.P. Cooper, P.A. Cooper, A. Joesbury,
C.R. Moesby (until Minute No. 0454), T. Munro, K. Reid, J.E. Smith, P. Smith,
K.F. Walker, D.S. Watson and J. Wilson
Also in attendance was Councillor A.M. Syrett (until Minute No. 0454)
Officers:D. Swaine (Chief Executive Officer) (until Minute No. 0454), K. Hanson (Joint
Strategic Director – Place) (until Minute No. 0454), D. Clarke (Joint Head of
Finance and Resources), J. Wilson (Scrutiny and Elections Officer) and
A. Brownsword (Senior Governance Officer)
Also in attendance were Mr. S. Kitchen and Mr. P. Roberts of Arlingclose.
0449.

APOLOGIES

Apologies for absence were received from Councillors A. Anderson, G. Buxton and
R.A. Heffer

0450.

URGENT ITEMS OF BUSINESS

The Chair consented to the following item of business being heard at the end of
the agenda:
Recommendation from Council on 7 th November 2018 – Appointments to Outside
Bodies – Sheffield City Region Combined Authority Audit Committee and Scrutiny
Committees

0451.

DECLARATIONS OF INTEREST

There were no declarations of interest.
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0452.

MINUTES – 30TH MAY 2018

Moved by Councillor R.J. Bowler and seconded by Councillor J. Wilson
RESOLVED that the minutes of Budget Scrutiny Committee held on 30 th May 2018
be approved as a true and correct record.

0453.

ORDER OF BUSINESS

The Chair consented to the order of business being changed.
Councillor C.R. Moesby left the meeting during the following item of business.

0454.

INVESTMENT STRATEGY

Councillor Syrett introduced the report that had been presented to Executive on 5
November. The report set out the financial pressures facing the Council and
summarised the measures being taken to maximise income, reduce costs and
redesign services. The report also set out the Council’s financial position up to
2021/22 highlighting the general fund surplus and shortfalls during that period .
Members sought clarification as to the aim of the Investment Strategy given the
Council had an Asset Management Strategy. The Chief Executive Officer
explained that purpose of an Investment Strategy was to assist Councillors in
determining suitable investment opportunities. He added that the strategy could
provide guidance and parameters to inform investment decisions, taking into
account factors such as the level of risk, the potential income generation, and how
the investment could support economic growth or provide a social return.
The Chief Executive Officer gave a presentation which considered:






The current budget and future shortfalls and financial pressures
A summary of the Statutory guidance on investments for Councils as set out
in the ‘Statutory Guidance on Local Gov Investments – S51 (1) (a) Local
Government Act 2003
An example of the potential rate of return from commercial property
investments and areas of risk associated with reduced occupancy and
increased costs
Potential Investment criteria and a weighting mechanism
Details of the Executive report recommendations and the reasons for them

The Chief Executive Officer confirmed that the Council had managed its financial
position well and was in line to maintain a surplus in 2019/20. This was as a result
of effective management and successful participation in the Derbyshire Business
Rates Retention Pilot. Consequently, The Council’s cash reserves gave some
freedom to invest, however the future financing of local government remained
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uncertain and at this stage it was not clear if a further Business Rate retention
scheme would be secured at a lesser 75%. Given the need for local authorities
to look at secure investments taking into account the cumulative risks Statutory
guidance had been produced to ensure that Councils were risk aware and could
demonstrate a robust and informed decision making process. It was noted that
previous investments had been made under the prudential code, but the new
guidance must be considered for future investments and this came in force in April
2019. Subsequently any investment strategy needed to reflect the key elements of
the statutory guidance.
A question was asked regarding whether the Council was looking to mitigate the
negative impact of HS2 on business rates within the District. Councillor Syrett
noted that although there were a few positives of HS2, Bolsover District would be
negatively impacted by the creation of HS2. The Chief Executive Officer noted
that the 28 miles of the District would be affected and HS2 were being urged to
look at how to maximise the opportunities this could present to reduce the negative
impact and support growth.
In response to a comment on the purpose of the Executive report, the Leader
clarified that it set out three recommendations including the production of a draft
investment strategy. It also requested that a further executive report be provided
setting out a detailed analysis of the performance of the Councils non housing
property portfolio to help inform any future investment decisions. The report also
sought that Executive give regard to other areas of investment that could support
delivery of its corporate aspirations in order to prioritise areas where more detailed
analysis was required.
Moved by Councillor T. Munro and seconded by Councillor J. Wilson
RESOLVED that the report be noted.
Councillor A.M. Syrett, the Chief Executive Officer and the Joint Strategic Director
– Place left the meeting.

0455.

UPDATE FROM ARLINGCLOSE

Mr. S. Kitching – Arlingclose gave a presentation to Committee which looked at:






Treasury Management
Members Responsibilities
Economic Outlook
Investments
Borrowing

It was noted that the borrowing authorisation limit was set by Council and Members
could challenge if appropriate. It was preferable to borrow from other local
authorities in the short term and from the Public Works Loan Board for longer term
loans who provide an interest rate based on government borrowing.
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Members asked questions including what effect Brexit may have and it was noted
that most of the Council’s borrowing was UK domiciled which posed no concerns.
Moved by Councillor S. Peake and seconded by Councillor R. Bowler
RESOLVED that the presentation be noted.
Mr. S. Kitching and Mr. P. Roberts left the meeting.

0456.

MEDIUM TERM FINANCIAL PLAN – BUDGET MONITORING
REPORT QUARTER 2 – APRIL TO SEPTEMBER 2018

The Joint Head of Finance and Resources presented the report which provided an
update on the financial position of the Council following the second quarter budget
monitoring exercise for the for the General Fund, the Housing Revenue Account,
Capital Programme and Treasury Management Activity.
It was noted that the Council had a good surplus, but it was not yet known if the
Council had been successful in the Business Rates Pilot.
Moved by Councillor S. Peake and seconded by Councillor R. Bowler
RESOLVED that the report be noted.

0457.

REVISED BUDGETS

The Chair noted that the revised budget item had been deferred.

0458.
1.

UPDATE FROM SCRUTINY CHAIRS
Healthy, Safe, Clean and Green Scrutiny Committee

The Chair noted that the Review of Authority’s Perception of Young People and
the update on homelessness were ongoing.
2.

Customer Service and Transformation Scrutiny Committee

The Chair of the Customer Service and Transformation Scrutiny Committee noted
that the Review of Delivery of Environmental Health and Licensing and the Review
of Standards Committee – Operational Review were both in the final stages and
draft reports were being prepared.
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3.

Growth Scrutiny Committee

The Chair of Growth Scrutiny Committee noted that the Committee were close to
finalising their report on monitoring growth which looked at growth, property
strategy and rental income (Review of Income Generation).

0459.

URGENT ITEM OF BUSINESS
RECOMMENDATION FROM COUNCIL ON 7 TH NOVEMBER 2018 –
APPOINTMENTS TO OUTSIDE BODIES – SHEFFIELD CITY
REGION COMBINED AUTHORITY AUDIT COMMITTEE AND
SCRUTINY COMMITTEES

Councillor Reid presented the report and noted 3 substitutes were required for
both Audit and Scrutiny Committees, but that the same 3 Members could substitute
for both. It was noted that the substitutes needed to be from the Majority Group.
Moved by Councillor J. Smith and seconded by Councillor S. Peake
RECOMMENDED that Council approve the following Members as substitutes for
the Sheffield City Region Combined Authority Audit Committee
and Scrutiny Committees:
Councillor T. Munro
Councillor P. Smith
Councillor J. Wilson
(Senior Governance Officer)

The meeting concluded at 1536 hours.
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Agenda Item No. 6
Bolsover District Council
Budget Scrutiny Committee
30 January 2019
MTFP Revised Budgets 2018/19
Report of the Head of Finance & Resources
This report is public
Purpose of the Report
 The purpose of this report is to present to Members of Budget Scrutiny
Committee the Revised Budgets for 2018/19.
1

Report Details

1.1

To update Members of the Budget Scrutiny Committee concerning the current
position in respect of the 2018/19 budget.

1.2

The report that was taken to the Council’s Executive on 3rd December 2018 is
accordingly brought to the Budget Scrutiny Committee for its consideration.

2

Conclusions and Reasons for Recommendation

2.1

To ensure that the Budget Scrutiny Committee are kept informed of the latest
position concerning the 2018/19 budget.

3

Consultation and Equality Impact

3.1

These are detailed in the attached report at Appendix 1.

4

Alternative Options and Reasons for Rejection

4.1

These are detailed in the attached report.

5

Implications

5.1

Finance and Risk Implications
These are detailed in the attached report.

5.2

Legal Implications including Data Protection
These are detailed in the attached report.
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5.3

Human Resources Implications
These are detailed in the attached report.

6

Recommendations

6.1

That the Budget Scrutiny Committee note the report concerning the Council’s
Revised Budget for 2018/19.
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Decision Information
Is the decision a Key Decision?

No

A Key Decision is an executive decision
which has a significant impact on two or
more District wards or which results in
income or expenditure to the Council above
the following thresholds:
BDC:
Revenue - £75,000 
Capital - £150,000 
NEDDC: Revenue - £100,000 
Capital - £250,000 
 Please indicate which threshold applies
Is the decision subject to Call-In?

No

(Only Key Decisions are subject to Call-In)
Has the relevant Portfolio Holder been
informed
District Wards Affected
Links to Corporate Plan priorities or
Policy Framework
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Yes
All
All

Document Information
Appendix No

Title

1

Executive Report 3 December 2018
MTFP – Revised Budgets
Background Papers (These are unpublished works which have been relied
on to a material extent when preparing the report. They must be listed in the
section below. If the report is going to Cabinet (NEDDC) or Executive (BDC)
you must provide copies of the background papers)
Report Author
Dawn Clarke – Head of Finance & Resources
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Contact Number
01246 242414

Agenda Item No 8(B)
Bolsover District Council
Executive Committee
3 December 2018
Medium Term Financial Plan - Revised Budgets 2018/19
Report of the Head of Service - Finance and Resources
This report is public
Purpose of the Report
 To seek Executive approval of the 2018/19 revised budget for the General Fund,
Housing Revenue Account and Capital Programme which will assist in improving
the Councils financial position in both 2018/19 and future financial years.
1

Report Details
General Fund Revenue Account

1.1

The revised budget process is now complete and the proposed 2018/19 revised
budget for the General Fund is attached at Appendix 1. The appendix shows
the original budget for 2018/19 which was agreed in February 2018, the current
budget which reflects budget transfers and approved changes during the
financial year, and the proposed revised budget for 2018/19. The revised budget
shows that Net Cost of Services has increased to £10.552m which is £1.84m
above the original budget figures. This increase in the Net Cost of Services
reflects approvals during the year to fund new expenditure, predominantly funded
from either earmarked reserves, new grant allocations or new income received,
since the original budget was set.

1.2

The original budget showed a surplus of £1.027m. In addition £1.547m business
rates income, the result of being a pilot authority in 2018/19, has also been
included in the forecast. Due to the volatile nature of business rates the actual
level of income will not be confirmed until April 2019 so to be prudent, £1.547m
has been allocated to the NNDR Growth Protection Reserve until the final
position is known. This reserve will be used to help mitigate the implications of
the Business Rates Reset which is planned by Government for 2020/21. Table 1
below shows the revised savings target position for 2018/19:
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Table 1
2018/19

2018/19

2018/19

Original
Budget

Current Budget

Revised Budget

£000

£000

£000
Opening Budget Surplus

(1,027)

(1,027)

(1,027)

(107)

(107)

(107)

NNDR Growth

0

(1,547)

(1,547)

Transformation, Income
Generation/Cost Reduction/Business
Redesign

0

(28)

(243)

Vacancy Management

0

(86)

(290)

(107)

(1,768)

(2,187)

0

41

628

(1,134)

(2,754)

(2,586)

0

1,547

1,547

(1,134)

(1,207)

(1,039)

Council Tax Increase 18/19
Options Identified:

Total Transformation Options
Costs Pressures
General Fund (surplus)/Budget
Shortfall
Transfer to NNDR Growth Reserve
General Fund (surplus)/Budget
Shortfall

1.3

In all cases the budget managers have been consulted and are in agreement
with the budget changes proposed. It has been a clear objective in the exercise
not to make any budget changes that have a significant adverse impact on the
service provision being delivered. Appendix 2 details the net cost of each cost
centre by Directorate. The key variances within the revised budget are detailed in
Table 2 below:
Table 2

Waste Recycling Contract
Vacancy Management
Debt charges/investment income
Go Active changes including business rates
Reductions in Benefits grants
Miscellaneous income reduction/cost increases
Net Increase in Expenditure
11

£000’s
147
(204)
(215)
263
102
75
168

1.4 An explanation of each of the variances in table 2 is as follows:


Waste recycling contract – in the 2017/18 revised budget process, reductions
were made to expenditure in-line with a new contract. This has had to be
reversed because Chesterfield Borough Council are currently unable to meet the
criteria required to achieve the full benefits of the new contract.



Vacancy management has been effective during the year with a pro-active
approach. Each vacancy is considered to ensure there is still a business need
for it while also considering the requirements of the service to ensure no negative
impact is caused.



Debt charges/Investment income – updates to the debt charges calculation for
the 2017/18 outturn position have meant a reduction in charges of £0.152m.
More favourable interest rates and higher levels of cash flow have meant an
increase in interest income of £0.063m.



Go Active – In the 2017/18 revised budget process it was reported the facility
would outturn £0.056m surplus for its first full financial year of operation. The
actual position at outturn was £0.075m subsidy. The reason for this was due to
income projections being inclusive of VAT. At the point this was fully understood
the budget for 2018/19 had already been set. Therefore agreement was reached
that the necessary budget amendment would be addressed at revised budget
time in November 2018. Hence this large variation against the budget. The
facility remains on target to achieve the original business case.



The reduction in benefits grants received of £0.102m is as a result of the half
year subsidy claim. It is dependent on the level of benefits granted to claimants
and is outside of our control.



Miscellaneous income reduction/cost increases - the main changes are a
reduction in funding for the Wellness Programme from Public Health of £0.017m;
nett changes to Strategic Alliance working is a cost of £0.024m and various small
service changes of £0.034m.

1.5

Some of the above will continue into future years so will be included within the
Medium Term Financial Plan for 2019/20 onward.

1.6

The final position will clearly be dependent on the actual financial performance
out-turning in line with the revised budgets as there may be further costs and/or
savings identified from restructuring processes and other variances as the year
progresses. All surpluses generated in the financial year are transferred into the
Transformation Reserve so as to be available for financing the Council’s
transformation plans, service developments and any restructuring costs.
Housing Revenue Account (HRA)

1.7

The Housing Revenue Account revised budget for 2018/19 is set out in
Appendix 3 to this report.

12

Income
1.8

In total, income is £0.271m lower than the current budget. Dwelling rents are
£0.307m lower due to a high level of voids resulting from a delay in the capital
scheme.

1.9

Income from Special Services has been revised down by £0.057m. This is due
to a reduction in the income expected from heating charges.

1.10

It was forecast that the Council would see a reduction in contributions towards
expenditure as the Supporting People payments from Derbyshire County Council
were due to end. However, the funding has now been extended beyond the
original end date whilst a review is undertaken by the County Council. Therefore
the income has been increased by £0.057m. The outcome of this review will
impact on the HRA in the future so will continue to be monitored.
Expenditure

1.11

Expenditure on the HRA is showing a net reduction against current budgets of
£0.116m. Vacancies from repair and maintenance and supporting people wardens have been removed of £0.087m.

1.12

The remainder of the HRA expenditure reduction is from lower stores
expenditure £0.021m; lower utilities costs of £0.032m and a reduction in hired
and contracted services and legal/professional fees of £0.048m and £0.065m
respectively. There has been an increase in interest costs of £0.134m.

1.13

Taking account of the proposed budget changes detailed above, the HRA is
anticipated to deliver a surplus in the current financial year of £0.002m, which is
£0.025m lower than the current budget. This surplus will be retained in the
development reserve to fund improved services to Council tenants’ in future
financial years.
Capital Programme

1.14 The Council’s capital programme is shown in Appendix 4. It has been updated
from the original budgets to reflect approvals within the year and the profiling of
the individual schemes following approved changes by Members and from
detailed discussions with budget officers.
1.15 As part of the revised budget process, officers have estimated the likely level of
spend in the current financial year. As a result £3.534m has been removed from
the current budget and put into 2019/20 as this is when the work is likely to be
undertaken. The proposed estimated outturn for 2018/19 is therefore a budget of
£22.801m.
1.16 The changes that are shown in the revised capital programme mean that the
financing is adjusted accordingly to meet the anticipated spend. There are no
issues to report with regard to the financing of the 2018/19 capital programme.
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2

Conclusions and Reasons for Recommendation

2.1

The purpose of this report is to set revised budgets as early as possible within
the financial year to ensure that identified budget savings are realised, that all
budget managers are working to the revised budgets and to allow any planned
changes to be delivered. The improved position on both the Council’s main
revenue budgets reflects a combination of favourable circumstances during the
year, together with careful budget management and the ongoing polices of
progressing the transformation agenda in order to reduce the underlying level of
expenditure in line with the ongoing reductions in the level of government grant.
The savings achieved will be used to support service delivery to residents and
tenants in future financial years.

3

Consultation and Equality Impact

3.1

There are no consultation and equality impact implications from this report.

4

Alternative Options and Reasons for Rejection

4.1

General Fund and HRA
The anticipated surplus on the Council’s two main revenue accounts will result in
an increase in financial reserves at the year-end which are available to protect
services at a time of declining central government support. How these additional
resources are utilised is a decision for Members which will be taken as part of the
2019/20 budget process.

4.2

Capital
There are no alternative options being considered with regard to the proposed
allocations from the Capital Programme budget as it ensures the Council’s
assets meet health and safety requirements in that they are maintained in a fit for
purpose state that ensures they remain fully operational.

5

Implications

5.1

Finance and Risk Implications

5.1.1 The issue of financial risk is covered throughout the report. In addition, however,
it should be noted that the risk of not achieving a balanced budget is outlined as
a key risk within the Council’s Strategic Risk Register. While officers are of the
view that these risks are being appropriately managed it needs to be recognised
that continued reductions in budgets may mean that adverse variances arising
from particular issues or pressures may not be able to be absorbed from
favourable variances in other budgets.
There is also no provision within the revised budget to meet any costs of
delivering financial savings required for future years. Any proposals to utilise the
forecast surplus in the current year must take this risk into account.
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5.1.2 The capital programme identifies and recognises the need to maintain the
Council’s assets in a fit for purpose state and to retain and attract income
streams for the Council. The financing of the capital programme is secured for
2018/19 thus minimising the risk of any additional unplanned borrowing.
5.1.3 Financial issues and implications are covered in the relevant sections throughout
this report.
5.2

Legal Implications including Data Protection

5.2.1 There are no legal issues arising directly from this report.
5.3

Human Resources Implications

5.3.1 There are no human resource implications arising directly out of this report.
6

Recommendations

6.1

That Executive approves the revised General Fund budget for 2018/19 as set out
in Appendix 1 and detailed in Appendix 2.

6.2

That Executive approves the revised HRA budget for 2018/19 as set out in
Appendix 3.

6.2

That Executive approves the revised Capital Programme for 2018/19 as set out
within Appendix 4.

7

Decision Information
Is the decision a Key Decision?

Yes

A Key Decision is an executive decision which has a significant
impact on two or more District wards or which results in income
or expenditure to the Council above the following thresholds:
BDC:
Revenue - £75,000 
Capital - £150,000 
NEDDC: Revenue - £100,000 
Capital - £250,000



 Please indicate which threshold applies
Is the decision subject to Call-In?
(Only Key Decisions are subject to Call-In)

Yes

Has the relevant Portfolio Holder been informed
District Wards Affected
Links to Corporate Plan priorities or Policy Framework

Yes
All
All
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8

Document Information
Appendix No

Title

1
General Fund Summary
2
General Fund Detail
3
HRA
4
Capital Programme
Background Papers (These are unpublished works which have been relied
on to a material extent when preparing the report. They must be listed in the
section below. If the report is going to Cabinet (NEDDC) or Executive (BDC)
you must provide copies of the background papers)

Report Author

Contact Number

Chief Accountant
Head of Service – Finance and Resources

01246 242458
01246 217658
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APPENDIX 1

BOLSOVER DISTRICT COUNCIL
GENERAL FUND
Original
Budget
2018/19
£
9,283,374
2,884,902
(3,578,847)

Current
Budget
2018/19
£
9,448,052
3,201,081
(3,578,847)

Revised
Budget
2018/19
£
9,847,667
3,167,490
(3,578,847)

125,035
1,116

515,322
600,248

515,322
600,248

8,715,580

10,185,856

10,551,880

987,025

987,025

834,648

(135,729)

(135,729)

(198,556)

9,566,876

11,037,152

11,187,972

226,989

226,989

343,555

(101,858)

(605,081)

(799,344)

141,652
1,547,000

141,652
1,547,000

1,688,652

1,688,652

(5,320)

(5,320)

(5,320)

(78,487)

(168,923)

(74,185)

Contribution from S106 Holding A/cs

(126,151)

(1,115,570)

(1,115,570)

TOTAL EXPENDITURE

9,623,701

11,057,899

11,225,760

Parish Precepts
Council Tax Support Grant - Parish

2,594,840
209,000

2,767,252
250,067

2,767,252
250,067

TOTAL SPENDING REQUIREMENT

12,427,541

14,075,218

14,243,079

Business Rates Retention total
New Homes Bonus Grant total

(6,299,598)
(991,206)

(7,846,598)
(993,166)

(7,846,598)
(993,166)

Description

People Directorate
Place Directorate
Recharges to HRA and Capital
S106 Expenditure
People
Place
Net Cost of Services
Debt Charges
Investment Interest

Appropriations:
Contributions to Reserves:
Contribution from Earmarked Reserves:

Contribution from NNDR Growth Protection Reserve
Amount to cover previous years' deficit
141,652
Amount to cover timing of NNDR1 and budget
0
Contribution (from)/to NNDR Growth
141,652
Protection Reserve
Contribution from Grant Accounts
Contribution (from)/to Holding Accounts

COUNCIL TAX - BDC precept
Council tax - Parish element from above
TOTAL FUNDING
FUNDING GAP / (SURPLUS)

(3,568,899) (3,675,609) (3,675,609)
(2,594,840) (2,767,252) (2,767,252)
(13,454,543) (15,282,625) (15,282,625)
(1,027,002)

(1,207,407)

(1,039,546)
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APPENDIX 2
List of net budgets per cost centre per directorate

Total for: Appropriations

Original

Current

Revised

Budget

Budget

Budget

2018/19

2018/19

2018/19

£

£

£

(8,715,580) (10,185,856)

(10,551,880)

G001

Audit Services (G001)

116,690

116,690

114,121

G002

I.C.T. (G002)

759,308

767,708

740,496

G003

Communications (G003)

133,494

174,164

230,598

G005

Joint Chief Executive Officer 50% People (G005)

42,877

43,000

40,263

G006

CEPT (G006)

395,417

406,884

417,340

G014

Customer Contact Service (G014)

784,559

777,890

813,189

G015

Strategy + Performance (G015)

124,041

123,763

123,661

G024

Street Cleansing (G024)

332,987

329,461

326,516

G028

Waste Collection (G028)

880,958

879,850

863,525

G032

Grounds Maintenance (G032)

609,676

592,763

579,688

G033

Vehicle Fleet (G033)

788,179

784,201

761,976

G038

Concessionary Fares + TV Licenses (G038)

(9,110)

(9,110)

(9,460)

G040

Corporate Management (G040)

146,293

146,293

146,399

G041

Non Distributed Costs (G041)

689,808

689,808

684,808

G044

Financial Services (G044)

283,206

297,345

302,819

G052

Human Resources (G052)

199,526

202,811

193,413

G054

Electoral Registration (G054)

150,401

153,522

162,538

G055

Democratic Representation + Management (G055)

529,200

529,200

533,891

G056

Land Charges (G056)

(5,783)

(5,783)

(11,316)

G057

District Council Elections (G057)

31,850

31,850

31,850

G058

Democratic Services (G058)

172,440

172,440

172,177

G060

Legal Services (G060)

207,053

217,696

216,301

G061

Bolsover Wellness Programme (G061)

11,872

59,872

122,403

G062

Extreme Wheels (G062)

(3,563)

(3,563)

(25,554)

G063

Go Football (G063)

10,864

10,864

0

G064

Bolsover Sports (G064)

140,200

140,200

163,802

G065

Parks, Playgrounds + Open Spaces (G065)

47,875

51,469

43,395

G069

Arts Projects (G069)

44,473

46,043

45,507

G070

Outdoor Sports + Recreation Facilities (G070)

20,844

20,844

20,577

G072

Leisure Services Mgmt + Admin (G072)

190,916

190,916

212,306

G084

Head of Partnerships and Transformation (G084)

0

5,371

21,533

G086

Alliance (G086)

7,250

7,250

7,250

G094

Joint Strategic Director - People (G094)

47,544

47,544

55,482

G097

Groundwork + Drainage Operations (G097)

48,990

48,506

54,691

G100

Benefits (G100)

573,416

553,521

372,193

G103

Council Tax / NNDR (G103)

289,091

285,950

306,049

G104

Sundry Debtors (G104)

93,115

93,115

93,016
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APPENDIX 2
List of net budgets per cost centre per directorate

G111

Shared Procurement (G111)

G115

One Public Estate (G115)

G117

Payroll (G117)

G123

Riverside Depot (G123)

G124

Original

Current

Revised

Budget

Budget

Budget

2018/19

2018/19

2018/19

£

£

£

34,860

50,500

43,632

0

(3,500)

(3,500)

69,851

69,851

69,467

168,235

168,235

178,507

Street Servs Mgmt + Admin (G124)

72,478

72,478

73,304

G125

S106 Percent for Art (G125)

26,682

123,446

123,446

G126

S106 Formal and Informal Recreation (G126)

52,072

148,151

148,151

G129

Bolsover Apprenticeship Programme (G129)

7,371

7,371

27,269

G146

Pleasley Vale Outdoor Activity Centre (G146)

42,426

42,426

24,873

G148

Trade Waste (G148)

(77,605)

(77,605)

(100,858)

G149

Recycling (G149)

55,975

55,975

203,484

G155

Customer Services (G155)

29,385

29,385

29,078

G157

Controlling Migration Fund (G157)

(103,356)

(35,541)

(86,648)

G161

Rent Rebates (G161)

(150,876)

(150,876)

(55,193)

G162

Rent Allowances (G162)

(35,109)

(35,109)

37,906

G164

Support Recharges (G164)

(3,578,847)

(3,578,847)

(3,578,847)

G168

Multifunctional Printers (G168)

53,370

37,700

42,521

G170

S106 Outdoor Sports (G170)

46,281

243,725

243,725

G179

Streets Sports (G179)

0

0

(1)

G182

SHIFT (G182)

0

654

654

G184

Us Girls (G184)

0

710

710

G192

Scrutiny (G192)

19,566

19,566

20,711

G195

Head of Corporate Governance (G195)

37,104

37,104

36,477

G197

Head of Finance and Resources (G197)

36,158

36,158

36,460

G199

Head of Street Scene (G199)

36,323

36,323

36,685

G201

Head of HR + Payroll (G201)

33,912

33,912

0

G202

Head of Leisure (G202)

31,328

0

0

G203

Club 1 (G203)

0

578

578

G205

Innovation (G205)

0

500

500

G206

Street Games (G206)

0

0

800

G207

Cycling (G207)

400

400

2,345

G216

Raising Aspirations (G216)

74,795

78,235

46,450

G218

Namibia Bound (G218)

932

25,932

26,358

G220

Locality Funding (G220)

0

(105,941)

(105,941)

G224

Prime Ministers Challenge Fund (G224)

0

2,540

2,540

G225

Eats and Treates Events (G225)

9,193

14,623

14,623

G228

Go Active Clowne Leisure Centre (G228)

(174,459)

(174,459)

88,220

G238

HR Health + Safety (G238)

59,151

72,401

71,035

G240

Affordable Warmth Buddies (G240)

3,131

3,131

3,131
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List of net budgets per cost centre per directorate

G241

Working Together for Older People (G241)

G244

Bolsover Business Growth Fund (G244)
Total for People Directorate

Original

Current

Revised

Budget

Budget

Budget

2018/19

2018/19

2018/19

£

£

£

0

24,734

24,734

20,000

129,313

129,313

5,786,684

6,384,527

6,784,142

G004

Joint Chief Executive Officer 50% Place (G004)

42,878

43,005

40,269

G007

Community Safety - Crime Reduction (G007)

55,085

55,085

61,000

G010

Neighbourhood Management (G010)

87,224

87,224

76,317

G013

Community Action Network (G013)

277,576

324,475

270,580

G017

Private Sector Housing Renewal (G017)

59,728

59,728

59,620

G020

Public Health (G020)

(78,000)

(78,000)

(72,000)

G021

Pollution Reduction (G021)

172,739

172,739

162,220

G022

Health + Safety (G022)

0

0

(180)

G023

Pest Control (G023)

36,809

36,809

42,560

G025

Food Safety (G025)

124,477

124,477

122,029

G026

Animal Welfare (G026)

95,726

95,726

77,734

G027

Emergency Planning (G027)

16,590

16,590

15,847

G036

Environmental Health Mgmt & Admin (G036)

188,621

188,621

182,464

G043

Joint Strategic Director - Place (G043)

51,952

51,952

52,403

G046

Homelessness (G046)

164,451

173,709

173,645

G048

Town Centre Housing (G048)

(10,700)

(10,700)

(10,700)

G053

Licensing (G053)

(2,518)

(2,518)

746

G073

Planning Policy (G073)

265,805

361,942

441,522

G074

Planning Development Control (G074)

(132,331)

(92,261)

(99,387)

G076

Planning Enforcement (G076)

83,841

82,833

80,135

G079

Planning Services Mgmt & Admin (G079)

21,538

21,456

20,920

G080

Engineering Services (G080)

86,909

86,909

92,334

G081

Drainage Services (G081)

3,300

3,300

3,300

G083

Building Control Consortium (G083)

55,000

55,000

55,000

G085

Economic Development (G085)

29,425

29,425

29,425

G087

HS2 Costs (G087)

0

0

0

G088

Derbyshire Economic Partnership (G088)

15,000

15,000

15,000

G089

Premises Development (G089)

(73,560)

(73,560)

(75,277)

G090

Pleasley Vale Mills (G090)

(151,491)

(151,491)

(115,796)

G091

CISWO Duke St Building (G091)

0

16,140

17,212

G092

Pleasley Vale Electricity Trading (G092)

(78,000)

(78,000)

(78,000)

G095

Estates + Property (G095)

629,719

629,927

612,563

G096

Building Cleaning (General) (G096)

91,244

89,951

90,403

G099

Catering (G099)

5,200

5,200

5,200

G106

Housing Anti Social Behaviour (G106)

76,297

76,297

80,095
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APPENDIX 2
List of net budgets per cost centre per directorate
Original

Current

Revised

Budget

Budget

Budget

2018/19

2018/19

2018/19

£

£

£

G113

Parenting Practitioner (G113)

33,873

33,873

33,833

G132

Planning Conservation (G132)

71,368

71,368

47,819

G133

The Tangent Business Hub (G133)

(43,141)

(43,141)

(44,912)

G135

Domestic Violence Worker (G135)

40,897

40,897

41,330

G138

Bolsover Town Centre Consultation (G138)

0

34,042

34,042

G142

Community Safety - CCTV (G142)

0

9,218

9,218

G143

Housing Strategy (G143)

33,008

35,008

23,417

G144

Enabling (Housing) (G144)

37,146

37,146

37,551

G151

Street Lighting (G151)

25,900

25,900

31,000

G153

Housing Advice (G153)

12,647

12,647

12,632

G156

The Arc (G156)

144,885

145,807

152,434

G167

Facilities Management (G167)

10,328

10,328

10,328

G169

Closed Churchyards (G169)

10,000

10,000

10,000

G172

S106 Affordable Housing (G172)

1,116

1,116

1,116

G176

Affordable Warmth (G176)

35,813

35,813

35,613

G188

Cotton Street Contact Centre (G188)

20,539

20,539

19,549

G193

Economic Development Management + Admin (G193)

158,729

164,558

146,371

G194

Head of Economic Development (G194)

36,728

36,728

36,899

G196

Head of Planning (G196)

36,858

18,915

17,566

G198

Head of Housing (GF) (G198)

0

0

127

G208

Head of Estates and Property (G208)

37,743

37,743

37,378

G226

S106 - Highways (G226)

0

569,000

569,000

G227

S106 - Public Health (G227)

0

30,132

30,132

G237

Joint Venture (LLP) (G237)

0

32,987

32,987

G239

Housing + Community Safety Fixed Penalty A/c (G239)

1,500

1,500

5,890

G242

New Bolsover MV - CVP Worker (G242)

12,425

12,215

7,215

2,928,896

3,801,329

3,767,738

Total for Place Directorate
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APPENDIX 3

HOUSING REVENUE ACCOUNT
Expenditure
Repairs and Maintenance
Supervision and Management
Special Services
Supporting People - Wardens
Supporting People - Central Control
Tenants Participation
Revenue Contribution to Capital
Increase in Bad Debts Provision
Cost of Capital - Interest
Debt Management Expenses
Total Expenditure
Income
Dwelling Rents
Garage Rents
Other Income
Repairs and Maintenance
Supervision and Management
Special Services
Supporting People - Wardens
Supporting People - Central Control
Tenants Participation
Leased Flats
Leased Shops
Total Income
Appropriations
Depreciation
T/f to/(from) Major Repairs Reserve
Contribution to Insurance Reserve
Contribution to Development Reserve
Contribution to Debt Repayment Reserve
Contribution to Vehicle Replacement Reserve
Use of Reserves
Net Operating (Surplus) / Deficit
Working Balance at Beginning of Year
Contribution to/(from) Balances
Working Balance at End of Year

Original
Budget
2018/19
£

Current
Budget
2018/19
£

Revised
Budget
2018/19
£

4,949,712
5,188,992
587,280
611,401
241,076
84,679
0
150,000
3,443,652
8,578

4,468,993
5,307,205
547,137
577,657
247,763
90,169
500,000
150,000
3,443,652
8,578

4,384,689
5,249,542
485,398
552,480
228,379
89,563
500,000
150,000
3,577,169
7,886

15,265,370

15,341,154

15,225,106

(20,274,640)
(140,648)
(45,810)
(10,345)
(380)
(191,643)
(459,993)
(242,022)
0
(16,000)
(7,980)

(20,274,640)
(140,648)
(45,810)
(10,345)
(380)
(191,643)
(459,993)
(242,022)
(5,490)
(16,000)
(7,980)

(20,007,812)
(140,648)
(28,990)
(16,445)
(1,143)
(134,231)
(516,420)
(239,768)
(5,490)
(25,119)
(7,980)

(21,389,461)

(21,394,951)

(21,124,046)

3,264,385
1,653,184
50,000
50,000
1,000,000
80,000
0
6,097,569

3,264,385
1,653,184
50,000
1,050,000
0
80,000
(70,294)
6,027,275

3,200,000
1,717,569
50,000
1,000,000
0
0
(70,294)
5,897,275

(26,522)

(26,522)

(1,665)

(1,928,826)
(26,522)
(1,955,348)

(1,928,826)
(26,522)
(1,955,348)

(1,928,826)
(1,665)
(1,930,491)

APPENDIX 4
CAPITAL PROGRAMME SUMMARY

General Fund
AMP - PV Mills
AMP - The Arc
AMP - Emercency Lighting
AMP - Leisure Buildings
AMP - Riverside Depot
AMP - The Tangent
AMP - Investment Properties
AMP - Refurbishment Work
Refurbishment - Oxcroft House
Refurbishment - 3 Cotton St Bolsover
Shirebrook Contact Centre
Pleasley Vale Mill 1 - Dam Wall
Car Parking at Clowne - Additional
Security and CCTV at Pleasley Vale
The Tangent - Phase 2
PV Resurfacing Works
PV Lightning Protection
PV Mansafe System
PV Fire Compartmentation & Fire Doors
Can Ranger Expansion
Project Horizon
Clowne Campus - Refurbishment
ICT Schemes
ICT infrastructure
Leisure Schemes
P Vale Outdoor Education Centre Ph 2
Clowne Leisure Facility
Go Active Equipment

Original
Budget
2018/19
£

Current
Budget
2018/19
£

Revised
Budget
2018/19
£

0
0
0
0
0
0
0
260,000
0
0
206,453
0
90,200
0
0
0
0
0
0
0
556,653

84,463
76,726
20,000
12,010
2,515
3,537
745
30,653
27,500
4,376
282,453
121,470
135,200
27,487
122,490
95,100
13,515
74,511
102,935
35,000
1,272,686

84,463
76,726
20,000
12,010
2,515
3,537
745
30,653
27,500
4,376
282,453
121,470
135,200
27,487
57,900
95,100
0
74,511
102,935
35,000
1,194,581

0
0

23,076
23,076

23,076
23,076

113,200
113,200

133,097
133,097

114,439
114,439

0
0
15,000
15,000

34,322
65,422
15,000
114,744

34,322
65,422
15,000
114,744

APPENDIX 4
CAPITAL PROGRAMME SUMMARY

Private Sector Schemes
Disabled Facility Grants
Group Repair (WT)
Carr Vale Group Repair
Station Road Shirebrook
Joint Venture
Dragonfly Joint Venture Shares
Dragonfly Joint Venture Loan

Vehicles and Plant
Vehicle Replacements
Vehicle Lift for Garage
Vehicle Wash Area
8 x Hedge cutters (GM)
10 x Strimmers (GM)

Total General Fund

Original
Budget
2018/19
£

Current
Budget
2018/19
£

Revised
Budget
2018/19
£

600,000
0
0
0
600,000

600,000
2,674
9,579
1,340
613,593

850,000
2,674
9,579
1,340
863,593

0
0
0

333,741
1,469,929
1,803,670

333,741
1,469,929
1,803,670

687,500
0
0
4,000
5,000
696,500

803,669
40,000
70,000
4,000
5,000
922,669

466,195
40,000
70,000
4,000
5,000
585,195

1,981,353

4,883,535

4,699,298

0
0
0
0
601,442
2,822,669
1,033,907
767,657
460,594
334,271
452,820
237,099
227,382
544,162
1,390,000
8,872,003

980
11,674
10,540
31,227
536,243
1,750,458
934,396
592,428
355,243
257,886
432,699
290,243
189,285
1,978,205
1,390,000
8,761,507

980
11,175
10,540
31,195
536,243
1,750,458
934,396
592,428
355,243
262,886
437,699
300,000
189,285
78,205
690,000
6,180,733

62,000
62,000

88,636
88,636

22,897
22,897

Housing Revenue Account
New Build Properties
Rogers Ave Creswell
Blackwell Hotel Site
Fir Close Shirebrook
Derwent Drive Tibshelf
Recreation Close Clowne
Hilltop
Ash Close Pinxton
Elm Close Pinxton
Lime Close Pinxton
Beech Grove South Normanton
Leamington Drive South Normanton
St Michaels Drive South Normanton
Highcliffe Ave Shirebrook
The Paddock Bolsover
Keepmoat Properties at Bolsover

Vehicle Replacements

APPENDIX 4
CAPITAL PROGRAMME SUMMARY

Public Sector Housing
Unallocated Major Repairs Reserve
External Wall Insulation
Electrical Upgrades
Ashbourne Court Extension
Cavity Wall + Loft Insulation
External Door Replacements
Heating Upgrades
Environmental Works
Unforeseen Reactive Capital Works
Kitchen Replacements - Decent Homes
GD Boiler Replacement / Heat Meters
Regeneration Mgmt & Admin
Re Roofing
Flat Roofing
Soffit and Fascia
House Fire Damage (Insurance)

Original
Budget
2018/19
£

Current
Budget
2018/19
£

Revised
Budget
2018/19
£

4,848,249
0
0
0
0
0
0
0
0
0
0
69,320
0
0
0
0
4,917,569

640,000
12,314
208,625
750,000
4,692
259,459
85,138
79,529
315,690
267,257
2,441,890
69,320
789,012
50,000
207,511
48,080
6,228,517

861,695
12,314
208,625
10,000
4,692
259,459
85,138
7,834
165,690
267,257
2,441,890
69,320
789,012
50,000
207,511
64,359
5,504,796

0
0

448,747
448,747

468,747
468,747

0
5,047,440

304,775
4,005,005

304,775
4,005,005

776,361

628,052

628,052

231,452
306,132

381,452
126,562

381,452
126,562

34,121
138,000
51,165
20,524
35,363
6,640,558

15,325
337,472
57,196
21,639
47,392
5,924,870

15,325
337,472
57,196
21,639
47,392
5,924,870

Total HRA

20,492,130

21,452,277

18,102,043

TOTAL CAPITAL EXPENDITURE

22,473,483

26,335,812

22,801,341

ICT Schemes
New Bolsover Scheme (inc HLF)
New Bolsover
New Bolsover-Repair&Conservation BDC
New Bolsover-Repair&Conservation
Private
New Bolsover-Other Cap WorksLandscaping
New Bolsover-Comp&Fac (Prelims)BDC
New Bolsover-Comp&Fac (Prelims)Private
New Bolsover-Decants BDC
New Bolsover-Fees-BDC
New Bolsover-Fees-Private
New Bolsover - Staff Costs

APPENDIX 4
CAPITAL PROGRAMME SUMMARY

Capital Financing
General Fund
Specified Capital Grant
Prudential Borrowing
Reserves
External Funding
Capital Receipts
HRA
Major Repairs Reserve
Prudential Borrowing
Vehicle Reserve
HRA Direct Revenue Financing
Capital Receipts
External Funding

TOTAL CAPITAL FINANCING

Original
Budget
2018/19
£

(600,000)
(632,500)
(418,853)
0
(330,000)
(1,981,353)

Current
Budget
2018/19
£

(600,000)
(2,562,061)
(985,527)
(10,955)
(724,992)
(4,883,535)

Revised
Budget
2018/19
£

(850,000)
(2,826,035)
(899,651)
(13,593)
(110,019)
(4,699,298)

(10,093,392)
(8,455,003)
(62,000)
0
(417,000)
(1,464,735)
(20,492,130)

(10,725,780) (10,528,870)
(7,911,808)
(3,828,982)
(88,636)
(22,897)
(500,000)
(500,000)
(849,699)
(594,963)
(1,376,354)
(2,626,331)
(21,452,277) (18,102,043)

(22,473,483)

(26,335,812) (22,801,341)

Capital Reserves
Major Repairs Reserve
Opening Balance
Contribution to reserve in year
Amount to be used in year
Closing Balance

(6,488,128)
(4,917,569)
10,093,392
(1,312,305)

(7,536,922)
(4,917,569)
10,725,780
(1,728,711)

(7,536,922)
(4,917,569)
10,528,870
(1,925,621)

HRA Development Reserve
Opening Balance
Contribution to reserve in year
Amount to be used in year
Closing Balance

(300,124)
0
0
(300,124)

(265,171)
(50,000)
0
(315,171)

(265,171)
(1,000,000)
0
(1,265,171)

HRA Vehicle Reserve
Opening Balance
Contribution to reserve in year
Amount to be used in year
Closing Balance

(158,238)
0
62,000
(96,238)

(352,822)
(80,000)
88,636
(344,186)

(352,822)
0
22,897
(329,925)

Capital Receipts Reserve
Opening Balance
Contribution to reserve in year
Amount to be used in year
Closing Balance

(1,035,936)
(200,000)
747,000
(488,936)

(1,119,501)
(200,000)
849,699
(469,802)

(1,119,501)
(300,000)
594,963
(824,538)

Agenda Item No. 7
Bolsover District Council
Budget Scrutiny Committee
30 January 2019
Medium Term Financial Plan 2019/20 to 2022/23
Report of the Head of Finance and Resources
This report is public
Purpose of the Report


To enable the Budget Scrutiny Committee to consider the attached report
concerning the Medium Term Financial Plan 2019/20 to 2022/23 prior to the report
being taken to Executive and Council.

1

Report Details

1.1

To update Members of the Budget Scrutiny Committee to ensure they are kept
informed of the Council’s financial position as set out in the Medium Term Financial
Plan 2019/20 to 2022/23. Any comments expressed by the Budget Scrutiny
Committee will be taken into account in the report, or reported verbally to
Executive.

1.2

The appendices providing details of the financial plans that will be taken to
Executive on 18 February 2019 and to Council on the 20 February 2019 are
attached to this report.

1.3

Whilst the financial plans are substantially complete they are still subject to change
at this stage.

2

Conclusions and Reasons for Recommendation

2.1

These are detailed in the attached report.
Reasons for Recommendation

2.2

To ensure that the Budget Scrutiny Committee are kept informed of the Council’s
financial position as set out within the Medium Term Financial Plan.

3

Consultation and Equality Impact
Consultation

3.1

These are detailed in the attached report.
Equalities

3.2

These are detailed in the attached report.
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4

Alternative Options and Reasons for Rejection

4.1

These are detailed in the attached report.

5

Implications

5.1

Finance and Risk Implications
Financial
These are detailed in the attached report.
Risk
These are detailed in the attached report.

5.2

Legal Implications including Data Protection
These are detailed in the attached report.

5.3

Human Resources Implications
These are detailed in the attached report.

6
6.1

7

Recommendations
That the Budget Scrutiny Committee note the report and make any comments that
they believe to be appropriate with regards to the attached report which will be
taken to Executive on 18 February 2019.
Decision Information
Is the decision a Key Decision?

No

A Key Decision is an executive decision
which has a significant impact on two or
more District wards or which results in
income or expenditure to the Council above
the following thresholds:
BDC:

Revenue - £75,000 
Capital - £150,000



NEDDC: Revenue - £100,000 
Capital - £250,000



 Please indicate which threshold applies
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8

Is the decision subject to Call-In?(Only
Key Decisions are subject to Call-In)

N/A

Has the relevant Portfolio Holder been
informed

Yes

District Wards Affected

All indirectly.

Links to Corporate Plan priorities or
Policy Framework

All

Document Information
Appendix No

Title

Medium Term Financial Plan
1
General Fund Summary
2
General Fund Detail
3
Housing Revenue Account
4
Capital Programme
Background Papers (These are unpublished works which have been relied
on to a material extent when preparing the report. They must be listed in the
section below. If the report is going to Cabinet (NEDDC) or Executive (BDC)
you must provide copies of the background papers)
Report Author

Contact Number

Dawn Clarke – Head of Finance and Resource

7658
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Agenda Item Nos. 8, 9 &10
Bolsover District Council
Budget Scrutiny Committee
30 January 2019
Treasury Strategy Reports 2019/20 - 2022/23
Report of the Head of Finance and Resources
This report is public
Purpose of the Report
 To enable the Budget Scrutiny Committee to consider the attached treasury
strategies prior to them being taken to Council for approval.
1

Report Details
1.1 Treasury risk management at the Council is conducted within the framework of the
Chartered Institute of Public Finance and Accountancy’s Treasury Management in
the Public Services: Code of Practice 2017 Edition (the CIPFA Code) which
requires the Council to approve a treasury management strategy before the start
of each financial year. This report fulfils the Council’s legal obligation under the
Local Government Act 2003 to have regard to the CIPFA Code.
1.2 From 2019/20, the CIPFA Code requires that a Capital Strategy be produced
alongside the Treasury Management Strategy. In addition, the 2018 Investment
Guidance issued by the Ministry of Housing, Communities and Local Government
requires local authorities to produce an investment Strategy. So from 2019/20
there is a requirement to produce three separate treasury strategies.

1.3

As in previous years, the Council’s Treasury Management Strategy provides the
framework for managing the Council’s cash flows, borrowing and investments, and
the associated risks for the years 2019/20 to 2022/23. The Treasury Management
Strategy sets out the parameters for all borrowing and lending as well as listing all
approved borrowing and investment sources. Prudential indicators aimed at
monitoring risk are also included. (Item 8)

1.4

The Capital Strategy is intended to a high level, concise overview of how capital
expenditure, capital financing and treasury management activity contribute to the
provision of the Council’s services. The report also provides an overview of the
associated risk, its management and the implications for future financial
sustainability. The Capital Strategy sets out the capital expenditure plans for the
period and how they will be financed. It also provides information of the minimum
1

revenue provision, capital financing requirement and prudential indicators aimed
at monitoring risk (Item 9).
1.5

The Investment Strategy focuses on investments made for service purposes and
commercial reasons, rather than those made for treasury management.
Investments covered by this strategy include earning investment income through
commercial investments or by supporting local services by lending to or buying
shares in other organisations (Item 10).

2

Conclusions and Reasons for Recommendation

2.1

This report outlines the Council’s proposed suite of Treasury Strategies for the
period 2019/20 to 2022/23 for consideration and approval by Council on 20
February 2019. It contains:


The Treasury Management Strategy which provides the framework for
managing the Council’s cash flows, borrowing and investments for the period.



The Capital Strategy which is intended to provide a high level, concise overview
of how capital expenditure, capital financing and treasury management activity
contribute to the provision of the Council’s services.



The Investment Strategy which focuses on investments made for service
purposes and commercial reasons, rather than those made for treasury
management.
The above strategies provide an approved framework within which the officers
undertake the day to day capital and treasury activities.

3

Consultation and Equality Impact

3.1

There are no equality issues arising from this report.

4

Alternative Options and Reasons for Rejection

4.1

Alternative options are considered throughout the

5

Implications

5.1

Finance and Risk Implications

5.1.1

These are considered throughout the report

5.2

Legal Implications including Data Protection

5.2.1

As part of the requirements of the CIPFA Treasury Management Code of Practice
the Council is required to produce every year a Treasury Management Strategy
and Capital Strategy which requires approval by full Council prior to the
commencement of each financial year. This report is prepared in order to comply
with these obligations.
2

5.2.2 There are no Data Protection issues arising directly from this report.
5.3

Human Resources Implications

5.3.1 There are no human resource implications arising directly out of this report.
6

Recommendations

6.1

That the Budget Scrutiny Committee note this report and the attached strategies
and make any comments that they believe to be appropriate with regards to them.

7

Decision Information
Is the decision a Key Decision?

No

A Key Decision is an executive decision
which has a significant impact on two or
more District wards or which results in
income or expenditure to the Council above
the following thresholds:
BDC:

Revenue - £75,000 
Capital - £150,000



NEDDC: Revenue - £100,000 
Capital - £250,000



 Please indicate which threshold applies
Is the decision subject to Call-In?

No

(Only Key Decisions are subject to Call-In)
Has the relevant Portfolio Holder been
informed

Yes

District Wards Affected

All Indirectly

Links to Corporate Plan priorities or
Policy Framework

All

3

8

Document Information
Appendix No

Title

Background Papers (These are unpublished works which have been relied
on to a material extent when preparing the report. They must be listed in the
section below. If the report is going to Cabinet (NEDDC) or Executive (BDC)
you must provide copies of the background papers)
Report Author

Contact Number

Dawn Clarke Head of Finance and Resources

01246 217658
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Agenda Item No
Bolsover District Council
Council
20 February 2019
Treasury Management Strategy 2019/20 - 2022/23
Report of Cllr B Watson, Portfolio Holder Finance and Resources and
Renewable Energy
This report is public
Purpose of the Report
The purpose of this report is to provide Council with the necessary information to
approve the Council’s Treasury Management Strategy 2019/20 to 2022/23.
1

Report Details
1.1 Treasury risk management at the Authority is conducted within the framework of
the Chartered Institute of Public Finance and Accountancy’s Treasury
Management in the Public Services: Code of Practice 2017 Edition (the CIPFA
Code) which requires the Authority to approve a Treasury Management Strategy
before the start of each financial year. This report fulfils the Authority’s legal
obligation under the Local Government Act 2003 to have regard to the CIPFA
Code.
1.2 In previous years the Treasury Management Strategy contained information which
included Capital Expenditure and Financing; the Minimum Revenue Provision
policy and details on the Authority’s investments and loans. From 2019/20 there
is a requirement to produce three separate reports.
1.3 This report outlines the Authority’s Treasury Management Strategy for the years
2019/20 to 2022/23 for consideration and approval by Council.
1.4 Investments held for service purposes or for commercial profit are considered in a
different report, the Corporate Investment Strategy.
1.5 A further report, the Capital Strategy, sets out the Authority’s Capital Expenditure
programme and Minimum Revenue Provision policy (MRP).

5

Introduction
1.6 Treasury management is the management of the Authority’s cash flows, borrowing
and investments, and the associated risks. The Authority has borrowed and
invested substantial sums of money and is therefore exposed to financial risks
including the loss of invested funds and the revenue effect of changing interest
rates. The successful identification, monitoring and control of financial risk are
therefore central to the Authority’s prudent financial management.
External Context
1.7 Economic background: The UK’s progress negotiating its exit from the European
Union, together with its future trading arrangements, will continue to be a major
influence on the Authority’s Treasury Management Strategy for 2019/20.
1.8 UK Consumer Price Inflation (CPI) for October was 2.4%, slightly below the
consensus forecast and broadly in line with the Bank of England’s November
Inflation Report. The most recent labour market data for October 2018 showed
the unemployment rate edged up slightly to 4.1% while the employment rate of
75.7% was the joint highest on record. The 3-month average annual growth rate
for pay excluding bonuses was 3.3% as wages continue to rise steadily and
provide some pull on general inflation. Adjusted for inflation, real wages grew by
1.0%, a level still likely to have little effect on consumer spending.
1.9 The rise in quarterly GDP growth to 0.6% in Q3 from 0.4% in the previous quarter
was due to weather-related factors boosting overall household consumption and
construction activity over the summer following the weather-related weakness in
Q1. At 1.5%, annual GDP growth continues to remain below trend. Looking
ahead, the Bank of England, in its November Inflation Report, expects GDP growth
to average around 1.75% over the forecast horizon, providing the UK’s exit from
the EU is relatively smooth.
1.10 Following the Bank of England’s decision to increase Bank Rate to 0.75% in
August, no change to monetary policy has been made since. However, the Bank
expects that should the economy continue to evolve in line with its November
forecast, further increases in Bank Rate will be required to return inflation to the
2% target. The Monetary Policy Committee continues to reiterate that any further
increases will be at a gradual pace and limited in extent.
1.11 While US growth has slowed over 2018, the economy continues to perform
robustly. The US Federal Reserve continued its tightening bias throughout 2018,
pushing rates to the current 2%-2.25% in September. Markets continue to expect
one more rate rise in December, but expectations are fading that the further hikes
previously expected in 2019 will materialise as concerns over trade wars drag on
economic activity.
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1.12 Credit outlook: The big four UK banking groups have now divided their retail and
investment banking divisions into separate legal entities under ring-fencing
legislation. Bank of Scotland, Barclays Bank UK, HSBC UK Bank, Lloyds Bank,
National Westminster Bank, Royal Bank of Scotland and Ulster Bank are the ringfenced banks that now only conduct lower risk retail banking activities. Barclays
Bank, HSBC Bank, Lloyds Bank Corporate Markets and NatWest Markets are the
investment banks. Credit rating agencies have adjusted the ratings of some of
these banks with the ring-fenced banks generally being better rated than their nonring-fenced counterparts.
1.13 The Bank of England released its latest report on bank stress testing, illustrating
that all entities included in the analysis were deemed to have passed the test once
the levels of capital and potential mitigating actions presumed to be taken by
management were factored in. The BoE did not require any bank to raise
additional capital.
1.14 European banks are considering their approach to Brexit, with some looking to
create new UK subsidiaries to ensure they can continue trading here. The credit
strength of these new banks remains unknown, although the chance of parental
support is assumed to be very high if ever needed. The uncertainty caused by
protracted negotiations between the UK and EU is weighing on the
creditworthiness of both UK and European banks with substantial operations in
both jurisdictions.
1.15 Interest rate forecast: Following the increase in Bank Rate to 0.75% in August
2018, the Authority’s treasury management adviser Arlingclose is forecasting two
more 0.25% hikes during 2019 to take official UK interest rates to 1.25%. The
Bank of England’s Monetary Policy Committee has maintained expectations for
slow and steady rate rises over the forecast horizon. The Monetary Policy
Committee continues to have a bias towards tighter monetary policy but is reluctant
to push interest rate expectations too strongly. Arlingclose believes that Monetary
Policy Committee members consider both that ultra-low interest rates result in
other economic problems, and that higher Bank Rate will be a more effective policy
weapon should downside Brexit risks crystallise when rate cuts will be required.
1.16 The UK economic environment remains relatively soft, despite seemingly strong
labour market data. Arlingclose’s view is that the economy still faces a challenging
outlook as it exits the European Union and Eurozone growth softens. Whilst
assumptions are that a Brexit deal is struck and some agreement reached on
transition and future trading arrangements before the UK leaves the EU, the
possibility of a “no deal” Brexit still hangs over economic activity. As such, the
risks to the interest rate forecast are considered firmly to the downside.
1.17 Gilt yields and hence long-term borrowing rates have remained at low levels but
some upward movement from current levels is expected based on Arlingclose’s
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interest rate projections, due to the strength of the US economy and the European
Central Bank’s forward guidance on higher rates. 10-year and 20-year gilt yields
are forecast to remain around 1.7% and 2.2% respectively over the interest rate
forecast horizon, however volatility arising from both economic and political events
are likely to continue to offer borrowing opportunities.
1.18 A more detailed economic and interest rate forecast provided by Arlingclose is
attached at Appendix A.
1.19 For the purpose of setting the budget, it has been assumed that new investments
will be made at an average rate of 0.75%.
Local Context
1.20 On 31st December 2018, the Authority held £102.1m of borrowing and £41.8m of
investments. This is set out in further detail at Appendix B. Forecast changes in
these sums are shown in the balance sheet analysis in table 1 below.
Table 1: Balance sheet summary and forecast
31.3.18
Actual
£m

31.3.19
Estimate
£m

8.4

10.9

HRA CFR

104.1

107.9

109.8

109.8

109.8

109.8

Total CFR

112.5

118.8

122.2

122.0

122.9

122.5

General Fund CFR

31.3.20
Forecast
£m

31.3.21
31.3.22
31.3.23
Forecast Forecast Forecast
£m
£m
£m
13.1
12.4
12.2
12.7

Less: External
(102.1)
(102.1)
(99.1)
(97.1)
(93.4)
(89.4)
borrowing **
Internal
10.4
16.7
23.10
24.9
29.5
33.1
borrowing
Less: Usable
(39.7)
(39.7)
(39.7)
(39.7)
(39.7)
(39.7)
reserves
Less: Working
(6.7)
(6.7)
(6.7)
(6.7)
(6.7)
(6.7)
capital (balance)
Investments
36.0
29.7
23.3
21.5
16.9
13.3
** shows only loans to which the Authority is committed and excludes optional refinancing
1.21 The underlying need to borrow for capital purposes is measured by the Capital
Financing Requirement (CFR), while usable reserves and working capital are the
underlying resources available for investment. The Authority’s current strategy is
to maintain borrowing and investments below their underlying levels, sometimes
known as internal borrowing.
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1.22 The Authority has an increasing CFR due to the capital programme, but reducing
investments and may therefore be required to borrow by the beginning of 2021/22
based on the most recent forecast.
1.23 Liability benchmark: To compare the Council’s actual borrowing against an
alternative strategy, a liability benchmark has been calculated showing the lowest
risk level of borrowing. This assumes the same forecasts as table 1 above, but
that cash and investment balances are kept to a minimum level of £10m at each
year-end to maintain sufficient liquidity but minimise credit risk.
Table 2: Liability benchmark
31.3.18
Actual
£m

31.3.19
31.3.20 31.3.21 31.3.22 31.3.23
Estimate Forecast Forecast Forecast Forecast
£m
£m
£m
£m
£m

CFR
Less: Usable reserves

112.5

118.8

122.2

122.0

122.9

122.5

(39.7)

(39.7)

(39.7)

(39.7)

(39.7)

(39.7)

Less: Working capital

(6.7)

(6.7)

(6.7)

(6.7)

(6.7)

(6.7)

10

10

10

10

10

10

76.1

82.4

85.8

85.6

86.5

86.1

Plus: Minimum
investments
Liability Benchmark
Borrowing Strategy

1.24 The Authority currently holds £102.1m of loans, as part of its strategy for funding
previous years’ capital programmes. The balance sheet forecast in table 1 shows
that the Authority anticipates borrowing during 2021/22 but does not expect to
need to borrow in 2019/20. The Authority may also borrow additional sums to prefund future years’ requirements, providing this does not exceed the authorised limit
for borrowing of £131.9m.
1.25 Objectives: The Authority’s chief objective when borrowing money is to strike an
appropriately low risk balance between securing low interest costs and achieving
certainty of those costs over the period for which funds are required. The flexibility
to renegotiate loans should the Authority’s long-term plans change is a secondary
objective.
1.26 Strategy: Given the significant cuts to public expenditure and in particular to local
government funding, the Authority’s borrowing strategy continues to address the
key issue of affordability without compromising the longer-term stability of the debt
portfolio. With short-term interest rates currently much lower than long-term rates,
it is likely to be more cost effective in the short-term to either use internal resources,
or to borrow short-term loans instead.
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1.27 By doing so, the Authority is able to reduce net borrowing costs (despite foregone
investment income) and reduce overall treasury risk. The benefits of internal
borrowing will be monitored regularly against the potential for incurring additional
costs by deferring borrowing into future years when long-term borrowing rates are
forecast to rise modestly. Arlingclose will assist the Authority with this ‘cost of carry’
and breakeven analysis. Its output may determine whether the Authority borrows
additional sums at long-term fixed rates in 2019/20 with a view to keeping future
interest costs low, even if this causes additional cost in the short-term.
1.28 Alternatively, the Authority may arrange forward starting loans during 2019/20,
where the interest rate is fixed in advance, but the cash is received in later years.
This would enable certainty of cost to be achieved without suffering a cost of carry
in the intervening period.
1.29 In addition, the Authority may borrow short-term loans to cover unplanned cash
flow shortages.
1.30 Sources of borrowing: The approved sources of long-term and short-term
borrowing are:
•
•
•
•
•

Public Works Loan Board (PWLB) and any successor body
any institution approved for investments (see below)
any other bank or building society authorised to operate in the UK
any other UK public sector body
UK public and private sector pension funds (except Derbyshire County Council
Pension Fund)
• capital market bond investors
• UK Municipal Bonds Agency plc and other special purpose companies created to
enable local authority bond issues
1.31 Other sources of debt finance: In addition, capital finance may be raised by the
following methods that are not borrowing, but may be classed as other debt
liabilities:
o leasing
o hire purchase
o Private Finance Initiative
o sale and leaseback
1.32 The Authority has previously raised all of its long-term borrowing from the PWLB
but it continues to investigate other sources of finance, such as local authority
loans and bank loans that may be available at more favourable rates.
1.33 Municipal Bonds Agency: UK Municipal Bonds Agency plc was established in
2014 by the Local Government Association as an alternative to the PWLB. It plans
to issue bonds on the capital markets and lend the proceeds to local authorities.
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This will be a more complicated source of finance than the PWLB for two reasons:
borrowing authorities will be required to provide bond investors with a joint and
several guarantee to refund their investment in the event that the agency is unable
to for any reason; and there will be a lead time of several months between
committing to borrow and knowing the interest rate payable. Any decision to borrow
from the Agency will therefore be the subject of a separate report to Council.
1.34 LOBOs: The Authority doesn’t hold or intend to hold any LOBO (Lender’s Option
Borrower’s Option) loans.
1.35 Short-term and variable rate loans: These loans leave the Authority exposed to
the risk of short-term interest rate rises and are therefore subject to the interest
rate exposure limits in the treasury management indicators below.
1.36 Debt rescheduling: The PWLB allows authorities to repay loans before maturity
and either pay a premium or receive a discount according to a set formula based
on current interest rates. The Authority may take advantage of this and replace
some loans with new loans, or repay loans without replacement, where this is
expected to lead to an overall cost saving or a reduction in risk.
Treasury Management Investment Strategy
1.37 The Authority holds an average of £38m invested funds, representing income
received in advance of expenditure plus balances and reserves held. In the past
12 months, the Authority’s investment balance has ranged between £33m and
£42m, and similar levels are expected to be maintained in the forthcoming year.
1.38 Objectives: The CIPFA Code requires the Authority to invest its funds prudently,
and to have regard to the security and liquidity of its investments before seeking
the highest rate of return, or yield. The Authority’s objective when investing money
is to strike an appropriate balance between risk and return, minimising the risk of
incurring losses from defaults and the risk of receiving unsuitably low investment
income.
1.39 Where balances are expected to be invested for more than one year, the Authority
will aim to achieve a total return that is equal or higher than the prevailing rate of
inflation, in order to maintain the spending power of the sum invested.
1.40 Negative interest rates: If the UK enters into a recession in 2019/20, there is a
small chance that the Bank of England could set its Bank Rate at or below zero,
which is likely to feed through to negative interest rates on all low risk, short-term
investment options. This situation already exists in many other European
countries. In this event, security will be measured as receiving the contractually
agreed amount at maturity, even though this may be less than the amount originally
invested.
11

1.41 Strategy: Given the increasing risk and very low returns from short-term
unsecured bank investments, the Authority aims to diversify into more secure and
higher yielding asset classes during 2019/20. This is especially the case for the
estimated £10m that is available for longer-term investment. The majority of the
Authority’s surplus cash is currently invested in short-term unsecured bank
deposits, short term fixed deposits with local authorities and money market funds.
This diversification will represent a substantial change in strategy over the coming
year
1.42 Business models: Under the new IFRS 9 standard, the accounting for certain
investments depends on the Authority’s “business model” for managing them. The
Authority aims to achieve value from its internally managed treasury investments
by a business model of collecting the contractual cash flows and therefore, where
other criteria are also met, these investments will continue to be accounted for at
amortised cost.
1.43 Approved counterparties: The Authority may invest its surplus funds with any of
the counterparty types in table 3 below, subject to the cash limits (per
counterparty) and the time limits shown.
Table 3: Approved investment counterparties and limits
Credit rating

Banks
unsecured

Banks
secured

UK Govt

n/a

n/a

£5m
5 years
£5m
5 years
£5m
4 years
£5m
3 years
£2.5m
2 years
£2.5m
13 months

£5m
20 years
£5m
10 years
£5m
5 years
£5m
4 years
£5m
3 years
£5m
2 years
£5m
13
months

AAA
AA+
AA
AAA+
A
A-

£2.5m
6 months

None

n/a

n/a

Pooled funds
and real estate
investment
trusts

Government

Registered
Providers

£ Unlimited
50 years
£5m
50 years
£5m
25 years
£5m
15 years
£5m
10 years
£5m
5 years
£5m
5 years

n/a

n/a

£5m
20 years
£5m
10 years
£5m
5 years
£5m
4 years
£2.5m
3 years
£2.5m
2 years

£1m
20 years
£1m
10 years
£1m
10 years
£1m
10 years
£1m
5 years
£1m
5 years

£5m
5 years

£2.5m
13 months

£1m
5 years

£5m
25 years

n/a

£1m
5 years

£5m per fund

12

Corporates

1.44 Credit rating: Investment limits are set by reference to the lowest published longterm credit rating from a selection of external rating agencies. Where available, the
credit rating relevant to the specific investment or class of investment is used,
otherwise the counterparty credit rating is used. However, investment decisions
are never made solely based on credit ratings, and all other relevant factors
including external advice will be taken into account.
1.45 Banks unsecured: Accounts, deposits, certificates of deposit and senior
unsecured bonds with banks and building societies, other than multilateral
development banks. These investments are subject to the risk of credit loss via a
bail-in should the regulator determine that the bank is failing or likely to fail. See
below for arrangements relating to operational bank accounts.
1.46 Banks secured: Covered bonds, reverse repurchase agreements and other
collateralised arrangements with banks and building societies. These investments
are secured on the bank’s assets, which limits the potential losses in the unlikely
event of insolvency, and means that they are exempt from bail-in. Where there is
no investment specific credit rating, but the collateral upon which the investment is
secured has a credit rating, the higher of the collateral credit rating and the
counterparty credit rating will be used to determine cash and time limits. The
combined secured and unsecured investments in any one bank will not exceed the
cash limit for secured investments.
1.47 Government: Loans, bonds and bills issued or guaranteed by national
governments, regional and local authorities, Parish Councils and multilateral
development banks. These investments are not subject to bail-in, and there is
generally a lower risk of insolvency, although they are not zero risk. Investments
with the UK Central Government may be made in unlimited amounts for up to 50
years.
1.48 Corporates: Loans, bonds and commercial paper issued by companies other than
banks and registered providers. These investments are not subject to bail-in, but
are exposed to the risk of the company going insolvent. Loans to unrated
companies will only be made either following an external credit assessment or as
part of a diversified pool in order to spread the risk widely.
1.49 Registered providers: Loans and bonds issued by, guaranteed by or secured on
the assets of registered providers of social housing and registered social landlords,
formerly known as housing associations. These bodies are tightly regulated by the
Regulator of Social Housing. As providers of public services, they retain the
likelihood of receiving government support if needed.
1.50 Pooled funds: Shares or units in diversified investment vehicles consisting of any
of the above investment types, plus equity shares and property. These funds have
the advantage of providing wide diversification of investment risks, coupled with
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the services of a professional fund manager in return for a fee. Short-term Money
Market Funds that offer same-day liquidity and very low or no volatility will be used
as an alternative to instant access bank accounts, while pooled funds whose value
changes with market prices and/or have a notice period will be used for longer
investment periods.
1.51 Bond, equity and property funds offer enhanced returns over the longer term, but
are more volatile in the short term. These allow the Authority to diversify into asset
classes other than cash without the need to own and manage the underlying
investments. Because these funds have no defined maturity date, but are available
for withdrawal after a notice period, their performance and continued suitability in
meeting the Authority’s investment objectives will be monitored regularly.
1.52 Real estate investment trusts: Shares in companies that invest mainly in real
estate and pay the majority of their rental income to investors in a similar manner
to pooled property funds. As with property funds, REITs offer enhanced returns
over the longer term, but are more volatile especially as the share price reflects
changing demand for the shares as well as changes in the value of the underlying
properties.
1.53 Operational bank accounts: The Authority may incur operational exposures, for
example through current accounts, collection accounts and merchant acquiring
services, to any UK bank with credit ratings no lower than BBB- and with assets
greater than £25 billion. These are not classed as investments, but are still subject
to the risk of a bank bail-in, and balances will therefore be kept below £5m per
bank. The Bank of England has stated that in the event of failure, banks with assets
greater than £25 billion are more likely to be bailed-in than made insolvent,
increasing the chance of the Authority maintaining operational continuity.
1.54 Risk assessment and credit ratings: Credit ratings are obtained and monitored
by the Authority’s treasury advisers, who will notify changes in ratings as they
occur. Where an entity has its credit rating downgraded so that it fails to meet the
approved investment criteria then:
• no new investments will be made,
• any existing investments that can be recalled or sold at no cost will be, and
• full consideration will be given to the recall or sale of all other existing investments
with the affected counterparty.
1.55 Where a credit rating agency announces that a credit rating is on review for
possible downgrade (also known as “rating watch negative” or “credit watch
negative”) so that it may fall below the approved rating criteria, then only
investments that can be withdrawn on the next working day will be made with that
organisation until the outcome of the review is announced. This policy will not
apply to negative outlooks, which indicate a long-term direction of travel rather than
an imminent change of rating.
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1.56 Other information on the security of investments: The Authority understands
that credit ratings are good, but not perfect, predictors of investment default. Full
regard will therefore be given to other available information on the credit quality of
the organisations in which it invests, including credit default swap prices, financial
statements, information on potential government support, reports in the quality
financial press and analysis and advice from the Authority’s treasury management
adviser. No investments will be made with an organisation if there are substantive
doubts about its credit quality, even though it may otherwise meet the above
criteria.
1.57 When deteriorating financial market conditions affect the creditworthiness of all
organisations, as happened in 2008 and 2011, this is not generally reflected in
credit ratings, but can be seen in other market measures. In these circumstances,
the Authority will restrict its investments to those organisations of higher credit
quality and reduce the maximum duration of its investments to maintain the
required level of security. The extent of these restrictions will be in line with
prevailing financial market conditions. If these restrictions mean that insufficient
commercial organisations of high credit quality are available to invest the
Authority’s cash balances, then the surplus will be deposited with the UK
Government via the Debt Management Office or invested in government treasury
bills for example, or with other local authorities. This will cause a reduction in the
level of investment income earned, but will protect the principal sum invested.
1.58 Investment limits: In order to minimise investments that will be put at risk in the
case of a single default, the maximum that will be lent to any one organisation
(other than the UK Government) will be £5m. A group of banks under the same
ownership will be treated as a single organisation for limit purposes. Limits will
also be placed on fund managers, investments in brokers’ nominee accounts,
foreign countries and industry sectors as below. Investments in pooled funds and
multilateral development banks do not count against the limit for any single foreign
country, since the risk is diversified over many countries.
Table 4: Investment limits
Cash limit
Any single organisation, except the UK Central
Government
UK Central Government
Any group of organisations under the same
ownership
Any group of pooled funds under the same
management
Foreign countries
Registered providers and registered social
landlords
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£5m each
unlimited
£5m per group
£10m per manager
£5m per country
£10m in total

Unsecured investments with building societies
Loans to unrated corporates
Money market funds
Real estate investment trusts
Lloyds Bank (as providers of operational banking
services)

£5m per society
£5m in total
£30m in total
£5m in total
£5m overnight

1.59 Liquidity management: The Authority uses its own cash flow forecasting
techniques to determine the maximum period for which funds may prudently be
committed. The forecast is compiled on a prudent basis to minimise the risk of the
Authority being forced to borrow on unfavourable terms to meet its financial
commitments. Limits on long-term investments are set by reference to the
Authority’s medium-term financial plan and cash flow forecast.
Treasury Management Indicators
1.60 The Authority measures and manages its exposures to treasury management risks
using the following indicators:
1.61 Interest rate exposures: This indicator is set to control the Authority’s exposure
to interest rate risk. The upper limits on the one-year revenue impact of a 1% rise
or fall in interest rates will be:
Interest rate risk indicator
Upper limit on one-year revenue impact of a 1% rise in
interest rates
Upper limit on one-year revenue impact of a 1% fall in
interest rates

Limit each year
£60,418
(£60,418)

1.62 The impact of a change in interest rates is calculated on the assumption that
maturing loans and investments will be replaced at current rates.
1.63 Maturity structure of borrowing: This indicator is set to control the Authority’s
exposure to refinancing risk. This indicator used to be for fixed rate borrowing only
but now includes all borrowing. The upper and lower limits on the maturity
structure of borrowing will be:
Refinancing rate risk indicator
Under 12 months
12 months and within 24 months
24 months and within 5 years
5 years and within 10 years
10 years and above

Upper limit
20%
40%
60%
80%
100%
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Lower limit
0%
0%
0%
0%
0%

1.64 Time periods start on the first day of each financial year. The maturity date of
borrowing is the earliest date on which the lender can demand repayment.
1.65 Principal sums invested for periods longer than a year: The purpose of this
indicator is to control the Authority’s exposure to the risk of incurring losses by
seeking early repayment of its investments. The limits on the long-term principal
sum invested to final maturities beyond the period end will be:
Price risk indicator
Limit on principal invested
beyond year end

2019/20

2020/21

2021/22

2022/23

£5m

£4m

£3m

£2m

Related Matters
1.66 The CIPFA Code requires the Authority to include the following in its treasury
management strategy.
1.67 Financial Derivatives: Local authorities have previously made use of financial
derivatives embedded into loans and investments both to reduce interest rate risk
(e.g. interest rate collars and forward deals) and to reduce costs or increase
income at the expense of greater risk (e.g. LOBO loans and callable
deposits). The general power of competence in Section 1 of the Localism Act 2011
removes much of the uncertainty over local authorities’ use of standalone financial
derivatives (i.e. those that are not embedded into a loan or investment).
1.68 The Authority will only use standalone financial derivatives (such as swaps,
forwards, futures and options) where they can be clearly demonstrated to reduce
the overall level of the financial risks that the Authority is exposed to. Additional
risks presented, such as credit exposure to derivative counterparties, will be taken
into account when determining the overall level of risk. Embedded derivatives,
including those present in pooled funds and forward starting transactions, will not
be subject to this policy, although the risks they present will be managed in line
with the overall treasury risk management strategy.
1.69 Financial derivative transactions may be arranged with any organisation that meets
the approved investment criteria. The current value of any amount due from a
derivative counterparty will count against the counterparty credit limit and the
relevant foreign country limit.
1.70 Housing Revenue Account: The Authority completed the HRA self-financing
settlement in March 2012 which resulted in an increase in housing debt of
£94.386m. Within the HRA business plan and HRA budgets there is a sum setaside to repay the outstanding debt, this amount is variable dependant on the level
of available resources within the HRA each year. The Debt Repayment Reserve
will be used to repay the debt arising from the self-financing settlement. For the
period 2018/19 to 2021/22 no contribution will be made to the Debt Repayment
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Reserve. The amount that was going to be put into this Reserve will now be used
in the capital programme to fund further B@home new build schemes.
1.71 Markets in Financial Instruments Directive: The Authority has opted up to
professional client status with its providers of financial services, including advisers,
banks, brokers and fund managers, allowing it access to a greater range of
services but without the greater regulatory protections afforded to individuals and
small companies. Given the size and range of the Authority’s treasury
management activities, the Chief Financial Officer believes this to be the most
appropriate status.
2

Conclusions and Reasons for Recommendation
2.1 This report outlines the Council’s proposed Treasury Management Strategy for the
period 2019/20 to 2022/23 for consideration and approval by Council. It fulfils the
following key requirements:


The Treasury Management Strategy sets out the parameters for all borrowing
and lending associated with the day to day treasury management of the
Council’s cash flow requirements.



Within the strategy the Council is required to include a number of prudential
indicators covering future financial years which show the impact of changes in
the level of the Council’s debt on its revenue accounts.



The report also includes a Treasury Management Investment strategy which
sets out the Council’s criteria for choosing investment counterparties and
limiting exposure to the risk of loss.

The above policies and parameters provide an approved framework within which
the officers undertake the day to day capital and treasury activities.
3

Consultation and Equality Impact

3.1

There are no equality issues arising from this report.

4

Alternative Options and Reasons for Rejection

4.1

The CIPFA Code does not prescribe any particular Treasury Management
Strategy for local authorities to adopt. The Chief Financial Officer believes that the
above strategy represents an appropriate balance between risk management and
cost effectiveness. Some alternative strategies, with their financial and risk
management implications, are listed below.
Alternative

Invest in a narrower range
of counterparties and/or
for shorter times

Impact on income and
expenditure
Interest income will be
lower
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Impact on risk
management
Lower chance of losses
from credit related
defaults, but any such
losses may be greater

Invest in a wider range of
counterparties and/or for
longer times
Alternative
Borrow additional sums at
long-term fixed interest
rates

Interest income will be
higher
Impact on income and
expenditure
Debt interest costs will
rise; this is unlikely to be
offset by higher
investment income

Borrow short-term or
variable loans instead of
long-term fixed rates

Debt interest costs will
initially be lower

Reduce level of borrowing

Saving on debt interest is
likely to exceed lost
investment income

Increased risk of losses
from credit related
defaults, but any such
losses may be smaller
Impact on risk
management
Higher investment
balance leading to a
higher impact in the event
of a default; however longterm interest costs may be
more certain
Increases in debt interest
costs will be broadly offset
by rising investment
income in the medium
term, but long-term costs
may be less certain
Reduced investment
balance leading to a lower
impact in the event of a
default; however longterm interest costs may be
less certain

5

Implications

5.1

Finance and Risk Implications

5.1.1

The budget for investment income in 2019/20 is £258,884 GF; £21,750 HRA,
based on an average investment portfolio of £33m at an interest rate of 0.75%.
The budget for debt interest paid in 2019/20 is £1,087,636 GF, £3,513,950 HRA,
based on an average debt portfolio of £102m at an average interest rate of 3.57%.
If actual levels of investments and borrowing, or actual interest rates, differ from
those forecast, performance against budget will be correspondingly different.

5.1.2

Risk is considered throughout the report.

5.2

Legal Implications including Data Protection

5.2.1

As part of the requirements of the CIPFA Treasury Management Code of Practice
the Council is required to produce every year a Treasury Management Strategy
which requires approval by full Council prior to the commencement of each
financial year. This report is prepared in order to comply with these obligations.

5.2.2

There are no Data Protection issues arising directly from this report.

5.3

Human Resources Implications

5.3.1

There are no human resource implications arising directly out of this report.
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6

Recommendations

6.1

It is recommended that Council approve the Treasury Management Strategy as
set out in this report and in particular:
a) Approve the Borrowing Strategy as set out in Sections 1.24 – 1.36 of this report.
b) Approve the Treasury Management Investment Strategy as set out in Sections
1.37 – 1.59 of this report.
c) Approve the use of the external treasury management advisors Counterparty
Weekly List – or similar - to determine the latest assessment of the
counterparties that meet the Council’s Criteria under section 1.43 – 1.58 before
any investment is undertaken.
d) Approve the Prudential Indicators as set out in Sections 1.60 – 1.65.

7

Decision Information
Is the decision a Key Decision?
N/A
A Key Decision is an executive decision which has a significant
impact on two or more District wards or which results in income
or expenditure to the Council above the following thresholds:
BDC:

Revenue - £75,000 
Capital - £150,000 

NEDDC:

Revenue - £100,000 
Capital - £250,000 

 Please indicate which threshold applies
Is the decision subject to Call-In?
(Only Key Decisions are subject to Call-In)

N/A

Has the relevant Portfolio Holder been informed

Yes

District Wards Affected

N/A

Links to Corporate Plan priorities or Policy Framework

This Treasury
Management Strategy is
an integral part of the
Council’s Medium Term
Financial Plan which links
our financial position to
the Corporate Plan and
our other service
strategies.
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8

Document Information
Appendix No

Title

A
Economic & Interest Rate Forecast
B
Existing Investment & Debt Portfolio Position
Background Papers (These are unpublished works which have been relied on to a
material extent when preparing the report. They must be listed in the section below. If
the report is going to Cabinet (NEDDC) or Executive (BDC) you must provide copies of
the background papers)
Finance Section
Report Author
Contact Number
Chief Accountant
Principal Accountant

01246 242458
01246 242459
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Appendix A
Economic & Interest Rate Forecast (Arlingclose October 2018)
Underlying assumptions:


Our central interest rate forecasts are predicated on there being a transitionary period
following the UK’s official exit from the EU.



The Monetary Policy Committee has a bias towards tighter monetary policy but is
reluctant to push interest rate expectations too strongly. We believe that Monetary
Policy Committee members consider that: 1) tight labour markets will prompt
inflationary pressure in the future, 2) ultra-low interest rates result in other economic
problems, and 3) higher Bank Rate will be a more effective policy weapon if downside
risks to growth crystallise.



Both our projected outlook and the increase in the magnitude of political and
economic risks facing the UK economy means we maintain the significant downside
risks to our forecasts, despite the potential for slightly stronger growth next year as
business investment rebounds should the EU Withdrawal Agreement be approved.
The potential for severe economic outcomes has increased following the poor
reception of the Withdrawal Agreement by MPs. We expect the Bank of England to
hold at or reduce interest rates from current levels if Brexit risks materialise.



The UK economic environment is relatively soft, despite seemingly strong labour
market data. GDP growth recovered somewhat in the middle quarters of 2018, but
more recent data suggests the economy slowed markedly in Q4. Our view is that the
UK economy still faces a challenging outlook as the country exits the European Union
and Eurozone economic growth softens.



Cost pressures are easing but inflation is forecast to remain above the Bank’s 2%
target through most of the forecast period. Lower oil prices have reduced inflationary
pressure, but the tight labour market and decline in the value of sterling means
inflation may remain above target for longer than expected.



Global economic growth is slowing. Despite slower growth, the European Central
Bank is conditioning markets for the end of QE, the timing of the first rate hike (2019)
and their path thereafter. More recent US data has placed pressure on the Federal
Reserve to reduce the pace of monetary tightening – previous hikes and heightened
expectations will, however, slow economic growth.



Central bank actions and geopolitical risks have and will continue to produce
significant volatility in financial markets, including bond markets.
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Forecast:


The Monetary Policy Committee has maintained expectations of a slow rise in interest
rates over the forecast horizon, but recent events around Brexit have dampened
interest rate expectations. Our central case is for Bank Rate to rise twice in 2019,
after the UK exits the EU. The risks are weighted to the downside.



Gilt yields have remained at low levels. We expect some upward movement from
current levels based on our central case that the UK will enter a transitionary period
following its EU exit in March 2019. However, our projected weak economic outlook
and volatility arising from both economic and political events will continue to offer
borrowing opportunities.
Dec-18 Mar-19

Jun-19

Sep-19

0.00
0.75
-0.50

0.00
1.00
-0.75

0.00
1.00
-0.75

0.25
1.25
-1.00

0.25
1.25
-1.00

0.25
1.25
-1.00

0.25
1.25
-1.00

0.25
1.25
-1.00

0.25
1.25
-1.00

0.25
1.25
-1.00

0.25
1.25
-1.00

0.25
1.25
-1.00

0.17
1.13
-0.85

0.10
0.90
-0.20

0.10
0.95
-0.45

0.10
1.10
-0.60

0.10
1.30
-0.80

0.15
1.40
-0.90

0.20
1.40
-0.90

0.20
1.40
-0.90

0.20
1.35
-0.85

0.20
1.35
-0.85

0.20
1.35
-0.85

0.20
1.35
-0.85

0.20
1.35
-0.85

0.20
1.35
-0.85

0.17
1.27
-0.76

1-yr money market rate
Upside risk
Arlingclose Central Case
Downside risk

0.20
1.15
-0.35

0.30
1.25
-0.50

0.30
1.35
-0.60

0.35
1.50
-0.80

0.35
1.70
-0.90

0.35
1.60
-0.90

0.35
1.50
-0.90

0.35
1.40
-0.85

0.35
1.35
-0.85

0.35
1.35
-0.85

0.35
1.35
-0.85

0.35
1.35
-0.85

0.35
1.35
-0.85

0.33
1.40
-0.77

5-yr gilt yield
Upside risk
Arlingclose Central Case
Downside risk

0.25
1.15
-0.50

0.30
1.25
-0.60

0.30
1.35
-0.65

0.35
1.50
-0.80

0.35
1.50
-0.80

0.40
1.40
-0.70

0.40
1.35
-0.65

0.40
1.35
-0.65

0.40
1.30
-0.65

0.40
1.30
-0.65

0.40
1.30
-0.65

0.40
1.30
-0.65

0.40
1.30
-0.65

0.37
1.33
-0.66

10-yr gilt yield
Upside risk
Arlingclose Central Case
Downside risk

0.25
1.50
-0.55

0.30
1.65
-0.70

0.30
1.70
-0.70

0.35
1.80
-0.80

0.35
1.80
-0.80

0.40
1.75
-0.75

0.40
1.75
-0.75

0.40
1.70
-0.70

0.40
1.70
-0.70

0.40
1.70
-0.70

0.40
1.70
-0.70

0.40
1.70
-0.70

0.40
1.70
-0.70

0.37
1.70
-0.71

20-yr gilt yield
Upside risk
Arlingclose Central Case
Downside risk

0.25
2.00
-0.60

0.30
2.10
-0.70

0.30
2.20
-0.75

0.35
2.20
-0.75

0.35
2.20
-0.75

0.40
2.20
-0.75

0.40
2.20
-0.75

0.40
2.20
-0.75

0.40
2.20
-0.75

0.40
2.20
-0.75

0.40
2.20
-0.75

0.40
2.20
-0.75

0.40
2.20
-0.75

0.37
2.18
-0.73

50-yr gilt yield
Upside risk
Arlingclose Central Case
Downside risk

0.25
1.90
-0.60

0.30
1.95
-0.70

0.30
2.00
-0.75

0.35
2.00
-0.75

0.35
2.00
-0.75

0.40
2.00
-0.75

0.40
2.00
-0.75

0.40
2.00
-0.75

0.40
2.00
-0.75

0.40
2.00
-0.75

0.40
2.00
-0.75

0.40
2.00
-0.75

0.40
2.00
-0.75

0.37
1.99
-0.73

Official Bank Rate
Upside risk
Arlingclose Central Case
Downside risk

0.00
0.75
0.00

3-mth money market rate
Upside risk
Arlingclose Central Case
Downside risk

Dec-19 Mar-20 Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Average

PWLB Certainty Rate (Maturity Loans) = Gilt yield + 0.80%
PWLB Infrastructure Rate (Maturity Loans) = Gilt yield + 0.60%
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Appendix B
Existing Investment & Debt Portfolio Position
31.12.18
Actual
Portfolio
£m

31.12.18
Average
Rate
%

External borrowing:
Public Works Loan Board

102.1

3.57%

Total external borrowing

102.1

3.57%

Finance Leases

0

0

Total other long-term liabilities

0

0

102.1

3.57%

5.0

0.95%

Government (incl. local authorities)

20.5

0.82%

Money Market Funds

16.3

0.74%

Total treasury investments

41.8

0.84%

Net debt

60.3

Other long-term liabilities:

Total gross external debt
Treasury investments:
Banks & building societies (unsecured)
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Agenda Item No
Bolsover District Council
Council
20 February 2019
Capital Strategy 2019/20 - 2022/23
Report of Cllr B Watson, Portfolio Holder Finance and Resources and
Renewable Energy
This report is public
Purpose of the Report
The purpose of this report is to provide Council with the necessary information to
approve the Council’s Capital Strategy 2019/20 to 2022/23.
1

Report Details

1.1

The Capital Strategy is a new report introduced by the 2017 edition of the Prudential
Code which is intended to give a high level, concise and comprehensible overview to
all elected members of how capital expenditure, capital financing and treasury
management activity, contribute to the provision of the Authority’s services. The
report also provides an overview of the associated risk, its management and the
implications for future financial sustainability.

1.2

This Capital Strategy report outlines the Authority’s Capital Expenditure programme
and Minimum Revenue Provision policy (MRP) for the years 2019/20 to 2022/23 for
consideration and approval by Council before the start of each financial year.

1.3

Investments held for service purposes or for commercial profit are considered in a
different report, the Corporate Investment Strategy.

1.4

A further report, the Treasury Management Strategy, details the Authority’s plans to
invest cash surpluses and borrow to cover cash shortfalls.
Introduction

1.5

This Capital Strategy is a new report for 2019/20, giving a high-level overview of how
capital expenditure, capital financing and treasury management activity contribute to
the provision of local public services along with an overview of how associated risk is
managed and the implications for future financial sustainability. It has been written in
an accessible style to enhance members’ understanding of these sometimes
technical areas.
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Capital Expenditure and Financing
1.6

Capital expenditure is where the Council spends money on assets, such as property
or vehicles that will be used for more than one year. In local government this includes
spending on assets owned by other bodies, and loans and grants to other bodies
enabling them to buy assets. The Council has some limited discretion on what counts
as capital expenditure, for example assets costing below £10,000 are not capitalised
and are charged to revenue in year.
In 2019/20, the Council is planning capital expenditure of £11.907m as summarised
below:

Table 1: Prudential Indicator: Estimates of Capital Expenditure
2017/18 2018/19
actual forecast
£m
£m
General Fund
services
Council housing
(HRA)
Capital investments
TOTAL

2019/20
budget
£m

2020/21
budget
£m

2021/22
budget
£m

2022/23
budget
£m

2.555

2.895

1.837

1.720

3.037

1.881

14.275

18.102

8.371

4.869

4.980

5.404

0.045

1.804

1.699

0

0

0

16.875

22.801

11.907

6.589

8.017

7.285

1.7

The main General Fund capital projects for 2019/20 include Grants for Disabled
Facilities £0.900m and the purchase of Vehicles and Plant £0.536m. The Council also
plans to incur £1.699m of capital expenditure on investments in 2019/20.

1.8

The Housing Revenue Account (HRA) is a ring-fenced account which ensures that
council housing does not subsidise, or is itself subsidised, by other local services.
HRA capital expenditure is therefore recorded separately, and includes the building
of 30 new homes during the current financial year.

1.9

Governance: Projects are included in the Council’s capital programme usually as a
result of a committee report throughout the year. The vehicle replacement programme
is updated each year and the new requirements are included in the revised capital
programme. The final capital programme is then presented to Executive and Council
in February each year.


For full details of the Council’s capital programme see Appendix A to this report.
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1.10 All capital expenditure must be financed, either from external sources (government
grants and other contributions), the Council’s own resources (revenue, reserves and
capital receipts) or debt (borrowing and leasing). The planned financing of the above
expenditure is as follows:
Table 2: Capital financing
2017/18
actual
£m
2.443

2018/19
forecast
£m
3.490

Own resources

9.079

12.656

6.692

Debt

5.353

6.655

16.875

22.801

External sources

TOTAL

2019/20 2020/21
budget
budget
£m
£m
0.900
0.900

2021/22
budget
£m
0.900

2022/23
budget
£m
0.900

4.919

5.107

5.431

4.315

0.770

2.010

0.954

11.907

6.589

8.017

7.285

1.11 Debt is only a temporary source of finance since loans and leases must be repaid,
and this is therefore replaced over time by other financing, usually from revenue
which is known as minimum revenue provision (MRP). Alternatively, proceeds from
selling capital assets (known as capital receipts) may be used to replace debt finance.
Planned MRP and use of capital receipts are as follows:
Table 3: Replacement of debt finance
2017/18
actual
£m

2018/19
forecast
£m

2019/20
budget
£m

2020/21
budget
£m

2021/22
budget
£m

2022/23
budget
£m

MRP

0.714

0.706

0.890

0.999

1.087

1.162

Capital receipts

2.128

0

0

0

0

0

TOTAL

2.842

0.706

0.890

0.999

1.087

1.162



The Council’s full minimum revenue provision statement is Appendix B to this
report.

1.12 The Council’s cumulative outstanding amount of debt finance is measured by the
capital financing requirement (CFR). This increases with new debt-financed capital
expenditure and reduces with MRP and capital receipts used to replace debt. The
CFR is expected to increase by £3.425m during 2019/20. Based on the above figures
for expenditure and financing, the Council’s estimated CFR is as follows:
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Table 4: Prudential Indicator: Estimates of Capital Financing Requirement
31.3.2018
actual
£m
General
Fund
services
Council
housing
(HRA)
Capital
investments
TOTAL
CFR

31.3.2019
forecast
£m

31.3.2020
budget
£m

31.3.2021
budget
£m

31.3.2022
budget
£m

31.3.2023
budget
£m

8.313

8.879

10.439

11.909

12.832

12.440

104.234

107.963

109.783

109.783

109.783

109.783

0

1.653

1.699

0

0

0

112.547

118.495

121.921

121.692

122.615

122.407

1.13 Asset management: To ensure that capital assets continue to be of long-term use,
the Council has an asset management strategy in place. The Council developed this
strategy to set the context for the Corporate Asset Management Plan. The purpose
of the plan is to manage the Council’s corporate property and land portfolio effectively
by providing buildings that meet the needs of the service, which are fit for purpose,
sustainable, allow access for all, underpin corporate priorities and provide value for
money


The Council’s asset management strategy can be found on the data transparency
area of our website, www.bolsover.gov.uk

1.14 Asset disposals: When a capital asset is no longer needed, it may be sold so that
the proceeds, known as capital receipts, can be spent on new assets or to repay debt.
Repayments of capital grants, loans and investments also generate capital receipts.
The Council has produced a Disposal and Acquisition Policy which documents the
method and approval route for the disposal of an asset. The Council has not identified
any specific sites for disposal and does not set budgets for receipts due to the
uncertain nature of disposals, but a target to receive £150,000 of capital receipts in
the coming financial year has been set as follows:
Table 5: Capital receipts
2017/18
actual
£m
Asset sales

0.222

2018/19
forecast
£m
0.100

2019/20
budget
£m
0.150
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2020/21
budget
£m

2021/22
budget
£m
0

2022/23
budget
£m
0

0

Treasury Management
1.15 Treasury management is concerned with keeping sufficient but not excessive cash
available to meet the Council’s spending needs, while managing the risks involved.
Surplus cash is invested until required, while a shortage of cash will be met by
borrowing, to avoid excessive credit balances or overdrafts in the bank current
account. The Council is typically cash rich in the short-term as revenue income is
received before it is spent, but cash poor in the long-term as capital expenditure is
incurred before being financed. The revenue cash surpluses are offset against capital
cash shortfalls to reduce overall borrowing.
1.16 Due to decisions taken in the past, the Council currently has £102.1m borrowing at
an average interest rate of 3.57% and £41.8m treasury investments at an average
rate of 0.84%.
1.17 Borrowing strategy: The Council’s main objectives when borrowing are to achieve
a low but certain cost of finance while retaining flexibility should plans change in
future. These objectives are often conflicting, and the Council therefore seeks to strike
a balance between cheap short-term loans (currently available at around 0.75%) and
long-term fixed rate loans where the future cost is known but higher (currently 2.0 to
3.0%).
1.18 Projected levels of the Council’s total outstanding debt are shown below, compared
with the capital financing requirement (see above).
Table 6: Prudential Indicator: Gross Debt and the Capital Financing Requirement

Debt
Capital
Financing
Requirement

31.3.2018
actual
£m
102.906

31.3.2019
forecast
£m
102.665

31.3.2020
budget
£m
99.700

31.3.2021
budget
£m
97.700

31.3.2022
budget
£m
93.700

31.3.2023
budget
£m
90.300

112.547

118.495

121.921

121.692

122.615

122.407

1.19 Statutory guidance is that debt should remain below the capital financing requirement,
except in the short-term. As can be seen from table 6, the Council expects to comply
with this in the medium term.
1.20 Liability benchmark: To compare the Council’s actual borrowing against an
alternative strategy, a liability benchmark has been calculated showing the lowest risk
level of borrowing. This assumes that cash and investment balances are kept to a
minimum level of £10m at each year-end. This benchmark is currently £82.4m and is
forecast to rise to £86.1m over the next four years. The table below shows that the
Council expects to remain borrowed above its liability benchmark.
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Table 7: Borrowing and the Liability Benchmark
31.3.2018
actual
£m

31.3.2019
forecast
£m

31.3.2020
budget
£m

31.3.2021
budget
£m

31.3.2022
budget
£m

31.3.2023
budget
£m

102.1

102.1

99.1

97.1

93.4

89.4

76.1

82.4

85.8

85.6

86.5

86.1

Outstanding
PWLB
borrowing
Liability
benchmark

1.21 Affordable borrowing limit: The Council is legally obliged to set an affordable
borrowing limit (also termed the authorised limit for external debt) each year and to
keep it under review. In line with statutory guidance, a lower “operational boundary”
is also set as a warning level should debt approach the limit.
Table 8: Prudential Indicators: Authorised limit and operational boundary for external debt
2018/19
limit
£m

2019/20
limit
£m

2020/21
limit
£m

2021/22
limit
£m

2022/23 limit
£m

Authorised limit

128.495

131.921

131.692

132.615

132.407

Operational
boundary

123.495

126.921

126.692

127.615

127.407



Further details on borrowing are in paragraphs 1.24 to 1.36 of the Treasury
Management Strategy.

1.22 Corporate Investment strategy: Treasury investments arise from receiving cash
before it is paid out again. Investments made for service reasons or for pure financial
gain are not generally considered to be part of treasury management.
1.23 The Council’s policy on treasury investments is to prioritise security and liquidity over
yield. That is to focus on minimising risk rather than maximising returns. Cash that is
likely to be spent in the near term is invested securely, for example with the
government, other local authorities or selected high-quality banks, to minimise the
risk of loss. Money that will be held for longer terms is invested more widely, including
in bonds, shares and property, to balance the risk of loss against the risk of receiving
returns below inflation. Both near-term and longer-term investments may be held in
pooled funds, where an external fund manager makes decisions on which particular
investments to buy and the Council may request its money back at short notice.
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Table 9: Treasury management investments
31.3.2018 31.3.2019 31.3.2020 31.3.2021 31.3.2022
actual
forecast
budget
budget
budget
£m
£m
£m
£m
£m
Near-term
investments
Longer-term
investments
TOTAL


31.3.2022
budget
£m

36.0

29.7

23.3

21.5

16.9

13.3

0

0

0

0

0

0

36.0

29.7

23.3

21.5

16.9

13.3

Further details on treasury investments are in paragraphs 1.37 to 1.59 of the Treasury
Management Strategy.

1.24 Governance: Decisions on treasury management investment and borrowing are
made daily and are therefore delegated to the Chief Finance Officer and staff, who
must act in line with the Treasury Management Strategy approved by Council.
Quarterly reports on treasury management activity are presented to Executive. The
Audit committee is responsible for scrutinising treasury management decisions.
Investments for Service Purposes
1.25 The Council makes investments to assist local public services, including making loans
to parish/town councils or local community organisations to promote economic
growth. In light of the public service objective, the Council is willing to take more risk
than with treasury investments, however it still plans for such investments to at least
break even after all costs.
1.26 Governance: Decisions on service investments are made by the relevant service
manager and submitted to Council/Executive in consultation with the Chief Finance
Officer and must meet the criteria and limits laid down in the Corporate Investment
Strategy. Most loans and shares are capital expenditure and purchases will therefore
also be approved as part of the capital programme.


Further details on service investments are in paragraphs 1.10 to 1.18 of the Corporate
Investment strategy.
Commercial Activities

1.27 With central government financial support for local public services declining, the
Council is developing a Commercial Property Investment Strategy based around
expanding its existing non-housing property portfolio. This is in order to develop
revenue streams that provide a required level of return to offset the forecast budget
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deficits for forthcoming years. This approach can also support economic development
and regeneration in the District through targeted investment.
1.28 With financial return being the main objective, the Council accepts higher risk on
commercial investment than with treasury investments. The financial viability of each
individual potential investment opportunity will be fully assessed within a
comprehensive business case. In order to reflect the potential risk that may arise as
a consequence of undertaking commercial property investment and provide a
sufficient financial contribution to the Council’s General Fund. A minimum Internal
Rate of Return (IRR) will be set in the Commercial Property Investment Strategy.
1.29 Governance: It is acknowledged that commercial investment opportunities may
require agile and quick decision making. However, in order to ensure appropriate
governance arrangements are maintained, investment decisions will be made in
accordance with the Council’s existing decision making process, threshold levels and
Scheme of Delegation contained within the Council’s Constitution. Where it is not
possible to wait until the next Executive and/or Council meeting, an extra-ordinary
meeting will be arranged as soon as practicably possible.


Further details on commercial investments and limits on their use are in paragraphs
1.19 to 1.23 of the Corporate Investment Strategy.



Further details on the risk management of commercial investments are in the
Commercial Property Investment Strategy
Liabilities

1.30 In addition to debt of £102.665m detailed above, the Council is committed to making
future payments to cover its net pension fund deficit (valued at £39.9m). It has also
set aside £3.2m to cover risks of future legal costs, Single Status and Business Rates
Appeals. (All figures are as at 31/3/18)
1.31 Governance: Decisions on incurring new discretional liabilities are taken to Council
for approval. The risk of liabilities crystallising and requiring payment is monitored as
part of the year-end process.


Further details on liabilities are in note 21 and 38 of the 2017/18 Statement of
Accounts document, which is available on our website.
Revenue Budget Implications

1.32 Although capital expenditure is not charged directly to the revenue budget, interest
payable on loans and MRP are charged to revenue, offset by any investment income
receivable. The net annual charge is known as financing costs; this is compared to
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the net revenue stream i.e. the amount funded from Council Tax, business rates and
general government grants.
Table 10: Prudential Indicator: Proportion of financing costs to net revenue stream
2017/18
actual
Financing costs
(£m)
Proportion of
net revenue
stream

2018/19
forecast

2019/20
budget

2020/21
budget

2021/22
budget

2022/23
budget

0.749

0.636

0.829

0.968

1.102

1.223

6.91%

5.67%

8.20%

9.88%

10.68%

11.30%

1.33 Sustainability: Due to the very long-term nature of capital expenditure and financing,
the revenue budget implications of expenditure incurred in the next few years will
extend for up to 50 years into the future. The Chief Finance Officer is satisfied that
the proposed capital programme is prudent, affordable and sustainable.
Knowledge and Skills
1.34 The Council employs professionally qualified and experienced staff in senior positions
with responsibility for making capital expenditure, borrowing and investment
decisions. For example, the Chief Finance Officer is a qualified accountant, the Head
of Service – Property and Estates is a member of the Chartered Institute of Building
(MCIOB)
1.35 Where Council staff do not have the knowledge and skills required, use is made of
external advisers and consultants that are specialists in their field. The Council
currently employs Arlingclose Limited as treasury management advisors. This
approach is more cost effective than employing such staff directly, and ensures that
the Council has access to knowledge and skills commensurate with its risk appetite.
Treasury Management Operations
1.36 As mentioned above the Council uses external treasury management advisors. The
company provides a range of services which include:








Technical support on treasury matters, capital finance issues and the drafting of
Member reports;
Economic and interest rate analysis;
Debt services which includes advice on the timing of borrowing;
Debt rescheduling advice surrounding the existing portfolio;
Generic investment advice on interest rates, timing and investment instruments;
A number of free places at training events offered on a regular basis.
Credit ratings/market information service, comprising the three main credit rating
agencies;
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1.37

Whilst the advisers provide support to the internal treasury function, under current
market rules and the CIPFA Code of Practice the final decision on treasury matters
remains with the Council. This service is subject to regular review. It should be noted
that the Council has Arlingclose Ltd as external treasury management advisors, for a
period of 3 years commencing October 2016.

1.38 It is important that both Members and Officers dealing with treasury management are
trained and kept up to date with current developments. This Council has addressed
these requirements by:
a. Members’ individual training and development needs are addressed by a
Member Development Programme.
b. Officers attend training seminars held by the external treasury management
advisors and CIPFA.
Banking Contract
1.39 The contract with the Councils banking provider Lloyds Bank commenced on the 10th
February 2015 for a period of 7 years.
2

Conclusions and Reasons for Recommendation

2.1

This report outlines the Council’s proposed Capital Strategy for the period 2019/20 to
2022/23 for consideration and approval by Council. It fulfils three key requirements:


The Council is required to determine a policy on the repayment of its debt each
year through the Minimum Revenue Provision (MRP). The MRP is the amount of
debt being repaid and is a charge on the revenue accounts of the Council.



The Capital Expenditure Strategy sets out the Council’s Capital Expenditure
Programme for the medium term and covers how this expenditure will be financed.



Within the strategy the Council is required to include a number of prudential
indicators covering the next three financial years (we include four) which show the
impact of the changes in the level of the Council’s debt on its revenue accounts.

3

Consultation and Equality Impact

3.1

There are no equality issues arising from this report.

4

Alternative Options and Reasons for Rejection

4.1

Alternative options are considered throughout the report.

5

Implications

5.1

Finance and Risk Implications

5.1.1 These are considered throughout the report.
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5.2

Legal Implications including Data Protection

5.2.1 As part of the requirements of the CIPFA Treasury Management Code of Practice the
Council is required to produce every year a Capital Strategy which requires approval
by full Council prior to the commencement of each financial year. This report is
prepared in order to comply with these obligations.
5.2.2 There are no Data Protection issues arising directly from this report.
5.3

Human Resources Implications

5.3.1 There are no human resource implications arising directly out of this report.
6
6.1

Recommendations
It is recommended that Council approve the Capital Strategy as set out in this report
and in particular:
a) Approve the Capital Financing Requirement as summarised in Table 4 of this
report.
b) Approve the Minimum Revenue Provision Statement for 2019/20 as set out in
Appendix B to this report.
c) Approve the Prudential Indicators for 2019/20 detailed throughout the report, in
particular:

7

Authorised Borrowing Limit

£131,921,000

Operational Boundary

£126,921,000

Capital Financing Requirement

£121,921,000

Decision Information
Is the decision a Key Decision?

N/A

A Key Decision is an executive decision
which has a significant impact on two or more
District wards or which results in income or
expenditure to the Council above the
following thresholds:
BDC:

Revenue - £75,000 
Capital - £150,000



NEDDC: Revenue - £100,000 
Capital - £250,000
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 Please indicate which threshold applies
Is the decision subject to Call-In?

N/A

(Only Key Decisions are subject to Call-In)
Has the relevant Portfolio Holder been Yes
informed
District Wards Affected

N/A

Links to Corporate Plan priorities or This Capital Strategy is part of the
Policy Framework
Treasury Management suite of
reports. This is an integral part of
the Council’s Medium Term
Financial Plan which links our
financial position to the Corporate
Plan and our other service
strategies.
8

Document Information
Appendix No

Title

A
Capital Programme
B
MRP Statement
Background Papers (These are unpublished works which have been relied on to
a material extent when preparing the report. They must be listed in the section
below. If the report is going to Cabinet (NEDDC) or Executive (BDC) you must
provide copies of the background papers)
Finance Section
Report Author
Contact Number
Chief Accountant
Principal Accountant

01246 242458
01246 242459
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APPENDIX A
CAPITAL PROGRAMME SUMMARY

General Fund
AMP - PV Mills
AMP - The Arc
AMP - Emercency Lighting
AMP - Leisure Buildings
AMP - Riverside Depot
AMP - The Tangent
AMP - Investment Properties
AMP - Refurbishment Work
Refurbishment - Oxcroft House
Refurbishment - 3 Cotton St Bolsover
Shirebrook Contact Centre
Pleasley Vale Mill 1 - Dam Wall
Car Parking at Clowne - Additional
Security and CCTV at Pleasley Vale
The Tangent - Phase 2
PV Resurfacing Works
PV Mansafe System
PV Fire Compartmentation & Fire Doors
Can Ranger Expansion
Project Horizon
Clowne Campus - Refurbishment
ICT Schemes
ICT infrastructure
Leisure Schemes
P Vale Outdoor Education Centre
Clowne Leisure Facility
Go Active Equipment
Replacement Astro Turf Pitch
Gym Equipment & Spin Bikes
Kitchen & Associated Equipment
Private Sector Schemes
Disabled Facility Grants
Group Repair
Carr Vale Group Repair
Station Road Shirebrook
Joint Venture
Dragonfly Joint Venture Shares
Dragonfly Joint Venture Loan
Vehicles and Plant
Vehicle Replacements
Vehicle Lift for Garage
Vehicle Wash Area
8 x Hedge cutters
10 x Strimmers

Revised
Budget
2018/19
£

Original
Programme
2019/20
£

Original
Programme
2020/21
£

Original
Programme
2021/22
£

Original
Programme
2022/23
£

84,463
76,726
20,000
12,010
2,515
3,537
745
30,653
27,500
4,376
282,453
121,470
135,200
27,487
57,900
95,100
74,511
102,935
35,000
1,194,581

0
0
0
0
0
0
0
260,000
0
0
0
0
0
0
0
0
0
0
0
260,000

0
0
0
0
0
0
0
260,000
0
0
0
0
0
0
0
0
0
0
0
260,000

0
0
0
0
0
0
0
260,000
0
0
0
0
0
0
0
0
0
0
0
260,000

0
0
0
0
0
0
0
260,000
0
0
0
0
0
0
0
0
0
0
0
260,000

23,076
23,076

0
0

0
0

0
0

0
0

114,439
114,439

141,200
141,200

50,200
50,200

127,200
127,200

27,250
27,250

34,322
65,422
15,000
0
0
0
114,744

0
0
0
0
0
0
0

0
0
0
50,000
0
0
50,000

0
0
0
0
365,000
20,000
385,000

0
0
0
0
0
0
0

850,000
2,674
9,579
1,340
863,593

900,000
0
0
0
900,000

900,000
0
0
0
900,000

900,000
0
0
0
900,000

900,000
0
0
0
900,000

333,741
1,469,929
1,803,670

188,750
1,510,000
1,698,750

0
0
0

0
0
0

0
0
0

466,195
40,000
70,000
4,000
5,000
585,195

524,500
12,000
0
0
0
536,500

460,000
0
0
0
0
460,000

1,365,000
0
0
0
0
1,365,000

693,575
0
0
0
0
693,575

APPENDIX A
CAPITAL PROGRAMME SUMMARY

Total General Fund
Housing Revenue Account
New Build Properties
Rogers Ave Creswell
Blackwell Hotel Site
Fir Close Shirebrook
Derwent Drive Tibshelf
Recreation Close Clowne
Hilltop
Ash Close Pinxton
Elm Close Pinxton
Lime Close Pinxton
Beech Grove South Normanton
Leamington Drive South Normanton
St Michaels Drive South Normanton
Highcliffe Ave Shirebrook
The Paddock Bolsover
Keepmoat Properties at Bolsover

Vehicle Replacements
Public Sector Housing
Unallocated Major Repairs Reserve
Unallocated Direct Revenue Funding
External Wall Insulation
Electrical Upgrades
Ashbourne Court Extension
Welfare Adaptations
Cavity Wall + Loft Insulation
External Door Replacements
Heating Upgrades
Environmental Works
Reactive Capital Works
Kitchen Replacements - Decent Homes

Revised
Original
Original
Original
Original
Budget
Programme Programme Programme Programme
2018/19
2019/20
2020/21
2021/22
2022/23
£
£
£
£
£
4,699,298
3,536,450
1,720,200
3,037,200
1,880,825

980
11,175
10,540
31,195
536,243
1,750,458
934,396
592,428
355,243
262,886
437,699
300,000
189,285
78,205
690,000
6,180,733

0
0
0
0
0
0
0
0
0
0
0
0
0
1,900,000
700,000
2,600,000

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

22,897
22,897

172,500
172,500

361,000
361,000

471,833
471,833

196,000
196,000

861,695
0
12,314
208,625
10,000
0
4,692
259,459
85,138
7,834
165,690

0
0
0
200,000
1,490,000
175,000
0
50,000
0
50,000
200,000

3,938,929
500,000
0
0
0
0
0
0
0
0
0

3,938,929
500,000
0
0
0
0
0
0
0
0
0

4,638,929
500,000
0
0
0
0
0
0
0
0
0

267,257
2,441,890
69,320
789,012
50,000
207,511
64,359
5,504,796

300,000

0

0

0

2,163,929
69,320
750,000
50,000
100,000
0
5,598,249

0
69,320
0
0
0
0
4,508,249

0
69,320
0
0
0
0
4,508,249

0
69,320
0
0
0
0
5,208,249

468,747
468,747

0
0

0
0

0
0

0
0

Total HRA

5,924,870
5,924,870
18,102,043

0
0
8,370,749

0
0
4,869,249

0
0
4,980,082

0
0
5,404,249

TOTAL CAPITAL EXPENDITURE

22,801,341

11,907,199

6,589,449

8,017,282

7,285,074

Safe and Warm
Regeneration Mgmt & Admin
Re Roofing
Flat Roofing
Soffit and Fascia
House Fire Damage (Insurance)

ICT Schemes
New Bolsover Scheme (inc HLF)
New Bolsover-Regeneration Scheme

APPENDIX A
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Capital Financing
General Fund
Better Care Fund
Prudential Borrowing
Reserves
External Funding
Capital Receipts
HRA
Major Repairs Allowance
Prudential Borrowing
Vehicle Reserve
HRA Direct Revenue Financing
Capital Receipts
External Funding

TOTAL CAPITAL FINANCING

Revised
Budget
2018/19
£

Original
Programme
2019/20
£

Original
Programme
2020/21
£

Original
Programme
2021/22
£

Original
Programme
2022/23
£

(850,000)
(2,826,035)
(899,651)
(13,593)
(110,019)
(4,699,298)

(900,000)
(2,495,250)
(141,200)
0
0
(3,536,450)

(900,000)
(770,000)
(50,200)
0
0
(1,720,200)

(900,000)
(2,010,000)
(127,200)
0
0
(3,037,200)

(900,000)
(953,575)
(27,250)
0
0
(1,880,825)

(10,528,870)
(3,828,982)
(22,897)
(500,000)
(594,963)
(2,626,331)
(18,102,043)

(5,098,249)
(1,820,000)
(172,500)
(500,000)
(780,000)
0
(8,370,749)

(4,008,249)
0
(361,000)
(500,000)
0
0
(4,869,249)

(4,008,249)
0
(471,833)
(500,000)
0
0
(4,980,082)

(4,708,249)
0
(196,000)
(500,000)
0
0
(5,404,249)

(22,801,341)

(11,907,199)

(6,589,449)

(8,017,282)

(7,285,074)
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Revised
Budget
2018/19
£

Original
Programme
2019/20
£

Original
Programme
2020/21
£

Original
Programme
2021/22
£

Original
Programme
2022/23
£

Capital Reserves
Major Repairs Reserve
Opening Balance
Amount due in Year
Amount used in Year
Closing Balance

(7,536,922)
(4,917,569)
10,528,870
(1,925,621)

(1,925,621)
(4,108,249)
5,098,249
(935,621)

(935,621)
(4,008,249)
4,008,249
(935,621)

(935,621)
(4,008,249)
4,008,249
(935,621)

(935,621)
(4,708,249)
4,708,249
(935,621)

HRA Development Reserve
Opening Balance
Amount due in Year
Amount used in Year
Closing Balance

(265,171)
(1,000,000)
0
(1,265,171)

(1,265,171)
(1,000,000)
0
(2,265,171)

(2,265,171)
(1,500,000)
0
(3,765,171)

(3,765,171)
(1,900,000)
0
(5,665,171)

(5,665,171)
0
0
(5,665,171)

(352,822)
0
22,897
(329,925)

(329,925)
(80,000)
172,500
(237,425)

(237,425)
(180,000)
361,000
(56,425)

(56,425)
(420,000)
471,833
(4,592)

(4,592)
(285,000)
196,000
(93,592)

Capital Receipts Reserve
Opening Balance
Amount due in Year
Amount used in Year
Closing Balance

(1,119,501)
(300,000)
594,963
(824,538)

(824,538)
0
780,000
(44,538)

(44,538)
0
0
(44,538)

(44,538)
0
0
(44,538)

(44,538)
0
0
(44,538)

Debt Repayment Reserve
Opening Balance
Amount due in Year
Amount used in Year
Closing Balance

(12,082,225)
0
0
(12,082,225)

HRA Vehicle Reserve
Opening Balance
Amount due in Year
Amount used in Year
Closing Balance

(12,082,225) (12,082,225) (12,082,225) (10,082,225)
0
0
0 (2,000,000)
0
0
2,000,000
0
(12,082,225) (12,082,225) (10,082,225) (12,082,225)

Appendix B
Annual Minimum Revenue Provision Statement 2019/20
Where the Authority finances capital expenditure by debt, it must put aside resources to
repay that debt in later years. The amount charged to the revenue budget for the repayment
of debt is known as Minimum Revenue Provision (MRP), although there has been no
statutory minimum since 2008. The Local Government Act 2003 requires the Authority to
have regard to the Ministry for Housing, Communities and Local Government’s Guidance
on Minimum Revenue Provision (the MHCLG Guidance) most recently issued in 2018.
The broad aim of the MHCLG Guidance is to ensure that capital expenditure is financed
over a period that is either reasonably commensurate with that over which the capital
expenditure provides benefits, or, in the case of borrowing supported by Government
Revenue Support Grant, reasonably commensurate with the period implicit in the
determination of that grant.
The MHCLG Guidance requires the Authority to approve an Annual MRP Statement each
year, and recommends a number of options for calculating a prudent amount of MRP. The
following statement incorporates options recommended in the Guidance:
Capital expenditure incurred before 1 April 2008 or which in the future will be
supported capital expenditure, the Minimum Revenue Provision policy will be:


Historic Debt - MRP will follow the existing practice outlined in former MHCLG
Regulations (Option 1) - capital financing requirement minus “adjustment A”
multiplied by 4%.

From 1 April 2008 for all capital expenditure funded by borrowing the Minimum
Revenue Provision policy will be:


Asset Life Method - MRP will be based on the estimated useful life of the
asset starting in the year after the asset becomes operational. MRP on
purchases of freehold land will be charged over 50 years. MRP on expenditure
not related to fixed assets but which has been capitalised by regulation or
direction will be charged over 20 years

For assets acquired by finance leases or the Private Finance Initiative, MRP will be
determined as being equal to the element of the rent or charge that goes to write down the
balance sheet liability.
No MRP will be charged in respect of assets held within the Housing Revenue Account.
MRP in respect of the £94.386m payment made in 2012 to exit the Housing Revenue
Account subsidy system will be determined as being equal to the principal amount repaid
on the loans borrowed to finance that payment.
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Capital expenditure incurred during 2019/20 will not be subject to a MRP charge until
2020/21.
Based on the Authority’s latest estimate of its Capital Financing Requirement on 31st March
2019, the budget for MRP has been set as follows:
31.03.2019
Estimated
CFR
£m

2019/20
Estimated
MRP
£

Capital expenditure before 01.04.2008

0.172

0.166

Unsupported capital expenditure after
31.03.2008

0.513

0.724

Finance leases

0.021

Nil

Total General Fund

0.706

0.890

Assets in the Housing Revenue Account

Nil

Nil

HRA subsidy reform payment

Nil

Nil

Total Housing Revenue Account

Nil

Nil

0.706

0.890

Total
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Agenda Item No
Bolsover District Council
Council
20 February 2019
Corporate Investment Strategy 2019/20 - 2022/23
Report of Cllr B Watson, Portfolio Holder Finance and Resources and
Renewable Energy
This report is public
Purpose of the Report
The purpose of this report is to provide Council with the necessary information to
approve the Council’s Corporate Investment Strategy 2019/20 to 2022/23.
1

Report Details

1.1

The Corporate Investment Strategy is a new style report introduced by the 2018
edition of the government’s Guidance on Local Government Investments. It
focuses on investments made for service purposes and commercial reasons,
rather than those made for treasury management.

1.2

This report outlines the Authority’s Corporate Investment Strategy for the years
2019/20 to 2022/23 for consideration and approval by Council before the start of
each financial year.

1.3

The Authority’s Capital Expenditure programme and Minimum Revenue Provision
policy (MRP) are considered in a different report, the Capital Strategy.

1.4

A further report, the Treasury Management Strategy, details the Authority’s plans
to invest cash surpluses and borrow to cover cash shortfalls.
Introduction

1.5

The Authority invests its money for three broad purposes:


because it has surplus cash as a result of its day-to-day activities, for example
when income is received in advance of expenditure (known as treasury
management investments),
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1.6



to support local public services by lending to or buying shares in other
organisations (service investments), and



to earn investment income (known as commercial investments where this is the
main purpose).
This Corporate Investment Strategy is a new report for 2019/20, meeting the
requirements of statutory guidance issued by the government in January 2018,
and focuses on the second and third of these categories.
Treasury Management Investments

1.7

The Authority typically receives its income in cash (e.g. from taxes and grants)
before it pays for its expenditure in cash (e.g. through payroll and invoices). It also
holds reserves for future expenditure and collects local taxes on behalf of other
local authorities and central government. These activities, plus the timing of
borrowing decisions, lead to a cash surplus which is invested in accordance with
guidance from the Chartered Institute of Public Finance and Accountancy. The
balance of treasury management investments is expected to fluctuate between
£25m and £45m during the 2019/20 financial year.

1.8

Contribution: The contribution that these investments make to the objectives of
the Authority is to support effective treasury management activities.

1.9

Further details: Full details of the Authority’s policies and its plan for 2019/20 for
treasury management investments are covered in a separate document, the
Treasury Management Strategy.
Service Investments: Loans

1.10 Contribution: The Authority lends money to its joint ventures, business partners,
parish/town councils, local charities, housing associations, and community groups
to support local public services and stimulate local economic growth. For example
we may give a loan to a parish council who are undertaking a large building project
to help with cash flow until external monies are received.
1.11 Security: The main risk when making service loans is that the borrower will be
unable to repay the principal lent and/or the interest due. In order to limit this risk,
and ensure that total exposure to service loans remains proportionate to the size
of the Authority, upper limits on the outstanding loans to each category of borrower
have been set as follows:
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Table 1: Loans for service purposes
31.3.2018 actual
Category of
borrower

2019/20

Loss
allowance

Net
figure in
accounts

Approved
Limit

£0.040m

0

£0.040m

£6m

Business Partners

0

0

0

£5m

Parish / Town
Councils

0

0

0

£5m

Local charities

0

0

0

£5m

Housing
associations

0

0

0

£5m

Community Groups

0

0

0

£5m

£0.040m

0

£0.040m

Joint Ventures Dragonfly

TOTAL

Balance
owing

1.12 Accounting standards require the Authority to set aside a loss allowance for loans,
reflecting the likelihood of non-payment. The figures for loans in the Authority’s
statement of accounts from 2018/19 onwards will be shown net of this loss
allowance. However, the Authority makes every reasonable effort to collect the full
sum lent and has appropriate credit control arrangements in place to recover
overdue repayments.
1.13 Risk assessment: The Authority assesses the risk of loss before entering into and
whilst holding service loans by undertaking a comprehensive business case for
each individual potential investment opportunity. This will include a market analysis
focusing on competition, demand and current market trends. External advisors will
be used where appropriate to ensure that the Authority has access to quality advice
and expertise in specialist areas. Each potential investment will undergo qualitative
and quantitative appraisal to establish it’s suitability to the Authorities core values
and the legal and financial implications of the purchase.
Service Investments: Shares
1.14 Contribution: The Authority invests in the shares of its Joint Venture, Dragonfly
Development Limited to support local public services and stimulate local economic
growth by delivering housing and commercial developments whilst generating
income for the Authority.
1.15 Security: One of the risks of investing in shares is that they fall in value meaning
that the initial outlay may not be recovered. In order to limit this risk, upper limits
on the sum invested in each category of shares have been set as follows:
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Table 2: Shares held for service purposes
Category of
company
Joint Venture Dragonfly
TOTAL

31.3.2018 actual
Amounts Gains or
Value in
invested
losses
accounts

2019/20
Approved
Limit

£0.023m

0

£0.023m

£0.578m

£0.023m

0

£0.023m

£0.578m

1.16 Risk assessment: The Authority assesses the risk of loss before entering into and
whilst holding shares by undertaking a comprehensive business case for each
individual potential investment opportunity. This will include a market analysis
focusing on competition, demand and current market trends. External advisors will
be used where appropriate to ensure that the Authority has access to quality advice
and expertise in specialist areas. Each potential investment will undergo qualitative
and quantitative appraisal to establish it’s suitability to the Authorities core values
and the legal and financial implications of the purchase.
1.17 Liquidity: Based on the approved limit in Table 2 the funds will not be required in
the short term and may prudently be committed for the periods covered by this
strategy.
1.18 Non-specified Investments: Shares are the only investment type that the
Authority has identified that meets the definition of a non-specified investment in
the government guidance. The limits above on share investments are therefore
also the Authority’s upper limits on non-specified investments. The Authority has
not adopted any procedures for determining further categories of non-specified
investment since none are likely to meet the definition.
Commercial Investments: Property
1.19 Contribution: The Authority’s current investment in commercial property is
characterised by the larger investments, Pleasley Vale Mills and The Tangent
Business Hub which are aimed to provide appropriate commercial accommodation
to support local small businesses to develop and grow. The Authority is in the
process of developing a Commercial Property Investment Strategy which will look
to expand its existing non-housing property portfolio with the intention of making a
profit that will be spent on local public services.
1.20 Security: In accordance with government guidance, the Authority considers a
property investment to be secure if its accounting valuation is at or higher than its
purchase cost including taxes and transaction costs.
1.21 A fair value assessment of the Authority’s investment property portfolio has been
made within the past twelve months, and the underlying assets provide security for
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capital investment. Should the 2018/19 year end accounts preparation and audit
process value these properties below their purchase cost, then an updated
Corporate Investment Strategy will be presented to full council detailing the impact
of the loss on the security of investments and any revenue consequences arising
therefrom.
1.22 Risk assessment: The Authority assesses the risk of loss before entering into and
whilst holding property investments by undertaking a comprehensive business
case for each individual potential investment opportunity. This will include a market
analysis focusing on competition, demand and current market trends. External
advisors will be used where appropriate to ensure that the Authority has access to
quality advice and expertise in specialist areas. Each potential investment will
undergo qualitative and quantitative appraisal to establish its suitability to the
Authorities core values and the legal and financial implications of the purchase
1.23 Liquidity: Compared with other investment types, property is relatively difficult to
sell and convert to cash at short notice, and can take a considerable period to sell
in certain market conditions. To ensure that the invested funds can be accessed
when they are needed, for example to repay capital borrowed, the Authority will
only invest cash that is not needed in the short term based on current cash flow
predictions. In addition to this a well diversified property portfolio will be held,
spread across different property sectors.
Loan Commitments and Financial Guarantees
1.24 Although not strictly counted as investments, since no money has exchanged
hands yet, loan commitments and financial guarantees carry similar risks to the
Authority and are included here for completeness.
1.25 The Authority has contractually committed to make up to £3.020m of loans to
Dragonfly Development Limited should it request it.
Borrowing in Advance of Need
1.26 Government guidance is that local 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.
Capacity, Skills and Culture
1.27 Elected members and statutory officers: This Authority recognises the
importance of ensuring that all Elected Members and Officers involved in
investment decisions are fully equipped to undertake the duties and responsibilities
allocated to them. It will therefore seek to appoint individuals who are both capable
and experienced and will provide training for staff to enable them to acquire and
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maintain an appropriate level of expertise, knowledge and skills. Elected Members’
individual training and development needs are addressed by a Member
Development Programme. The Authority’s Treasury Management Advisors
Arlingclose, provide both Elected Members and Officers with training in relation to
all areas of Treasury Management.
1.28 Commercial deals: The Authority has a decision making framework which is
aligned to the requirements of the Statutory Guidance Relating to Local Authority
Investments. A dedicated Property Investment Panel, made up of Cabinet
Members and the relevant Directors / Heads of Service, including legal and
financial Officers will prepare a business case for each potential Commercial
Investment.
1.29 Corporate governance: The Commercial Property Investment Strategy sets out
a number of core principles the Council will require in a commercial investment. All
investments will need to align with Corporate Plan priorities.
Investment Indicators
1.30 The Authority has set the following quantitative indicators to allow elected
members and the public to assess the Authority’s total risk exposure as a result of
its investment decisions.
1.31 Total risk exposure: The first indicator shows the Authority’s total exposure to
potential investment losses. This includes amounts the Authority is contractually
committed to lend but have yet to be drawn down and guarantees the Authority
has issued over third party loans.
Table 3: Total investment exposure
31.03.2018
Actual

31.03.2019
Forecast

31.03.2020
Forecast

Treasury management
investments
Service investments: Loans

£36.00m
£0.04m

£29.70m
£1.45m

£23.30m
£1.53m

Service investments: Shares

£0.01m

£0.17m

£0.19m

£36.05m

£31.32m

£25.02m

Commitments to lend

£2.98m

£1.53m

0

TOTAL EXPOSURE

£39.03m

£32.85m

£25.02m

Total investment exposure

TOTAL INVESTMENTS

1.32 How investments are funded: Government guidance is that these indicators
should include how investments are funded. Since the Authority does not normally
associate particular assets with particular liabilities, this guidance is difficult to
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comply with. However, the following investments could be described as being
funded by borrowing. The remainder of the Authority’s investments are funded by
usable reserves and income received in advance of expenditure.
Table4: Investments funded by borrowing
Investments funded by
borrowing

31.03.2018 31.03.2019 31.03.2020
Actual
Forecast
Forecast

Joint Venture - Dragonfly

£0m

£1.62m

£1.72m

TOTAL FUNDED BY
BORROWING

£0m

£1.62m

£1.72m

1.33 Rate of return received: This indicator shows the investment income received
less the associated costs, including the cost of borrowing where appropriate, as a
proportion of the sum initially invested. Note that due to the complex local
government accounting framework, not all recorded gains and losses affect the
revenue account in the year they are incurred.
Table 5: Investment rate of return (net of all costs)
2017/18
Actual

Investments net rate of return

2018/19
Forecast

2019/20
Forecast

Treasury management
investments

0.43%

0.54%

0.75%

ALL INVESTMENTS

0.43%

0.54%

0.75%



The Joint Venture, Dragonfly has not been included in the above table as
its main focus is to support local public services and stimulate local
economic growth rather than commercial investment.

2

Conclusions and Reasons for Recommendation

2.1

This report outlines the Council’s proposed Corporate Investment Strategy for the
period 2019/20 to 2022/23 for consideration and approval by Council.

3

Consultation and Equality Impact

3.1

There are no equality issues arising from this report.

4

Alternative Options and Reasons for Rejection

4.1

Alternative options are considered throughout the report.

5

Implications

5.1

Finance and Risk Implications
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5.1.1 These are considered throughout the report.
5.2

Legal Implications including Data Protection

5.2.1 As part of the requirements of the Statutory Guidance on Local Government
Investments (3rd Edition) (Statutory Investment Guidance) issued by the Ministry
for Housing, Communities and Local Government a Corporate Investment
Strategy requires approval by full Council prior to the commencement of each
financial year. This report is prepared in order to comply with these obligations.
5.2.2 There are no Data Protection issues arising directly from this report.
5.3

Human Resources Implications

5.3.1 There are no human resource implications arising directly out of this report.
6

Recommendations

6.1

It is recommended that Council approve the Corporate Investment Strategy as set
out in this report.

7

Decision Information
Is the decision a Key Decision?

N/A

A Key Decision is an executive decision
which has a significant impact on two or
more District wards or which results in
income or expenditure to the Council above
the following thresholds:
BDC:

Revenue - £75,000 
Capital - £150,000



NEDDC: Revenue - £100,000 
Capital - £250,000



 Please indicate which threshold applies
Is the decision subject to Call-In?

N/A

(Only Key Decisions are subject to Call-In)
Has the relevant Portfolio Holder been Yes
informed
District Wards Affected

N/A
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Links to Corporate Plan priorities or This Corporate Investment
Policy Framework
Strategy is part of the Treasury
Management suite of reports.
This is an integral part of the
Council’s Medium Term Financial
Plan which links our financial
position to the Corporate Plan
and our other service strategies.
8

Document Information
Appendix No

Title

N/A
Background Papers (These are unpublished works which have been relied on to
a material extent when preparing the report. They must be listed in the section
below. If the report is going to Cabinet (NEDDC) or Executive (BDC) you must
provide copies of the background papers)
Finance Section
Report Author
Contact Number
Chief Accountant
Principal Accountant

01246 242458
01246 242459
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Agenda Item No 2
Urgent Item of Business
Bolsover District Council
Executive
18th February 2019
Commercial Property Investment Strategy
Report of the Leader
This report is public.
Purpose of report


To provide Executive with a draft Commercial Property Investment Strategy for
consideration and approval.

1.

Report Details

1.1

At is meeting on 5th November 2018, Executive considered a report detailing the
financial pressures facing the Council including a summary of the measures being
taken to maximise income, reduce costs and redesign services in line with the
Transformation Programme. It was agreed that a further report would be provided
to a future meeting setting out a draft commercial property investment strategy for
approval.

1.2

In addition, on 3rd December 2018, Executive considered a report which contained
a detailed analysis of the Council’s existing non-housing property stock; setting out
details of occupancy levels, voids, return rates and percentages, maintenance and
capital depreciation costs, debt write offs, trends and demands.

1.3

Given the financial challenges faced, Executive have indicated a will to progress
the development of an investment strategy for commercial property based around
expanding its existing non-housing property portfolio. This is in order to develop
revenue streams that provide a required level of return to offset the forecast budget
deficits for forthcoming years. This approach can also support economic
development and regeneration in the District through targeted investment.

1.4

It was agreed that, given the importance of ensuring that investment decisions to
generate income are sound, it is important that the mechanisms for management
of the Council’s future budget deficit are properly understood. This is in order to
ensure the extent and level of risk arising from any additional investment properly
reflects the budget deficit that income generation is aiming to help address.
Executive has, therefore been provided with the financial details required in order
to make informed decisions in relation to future investments.

1.5

During the development of the draft Commercial Property Investment Strategy, a
number of key factors were considered in order to shape an approach that ensures
due diligence is undertaken. The strategy reflects the requirements within the
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‘Statutory Guidance on Local Government Investments issued under Section
15(1) (a) of the Local Government Act 2003’, which came into force April 2018.
Further details of this statutory guidance are available at:
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/atta
chment_data/file/678866/Guidance_on_local_government_investments.pdf
1.6

Table 2 below sets out a summary of the statutory guidance requirements to be
covered in an investment strategy:
Table 2

Requirement

Considerations

Clearly show how investments
contribute to Council’s
objectives




Need to align with Corporate Plan priorities
Clarify purpose and extent to which it
supports deficit reduction and /or economic
regeneration in the District

Strategy must include
indicators to show how
Councillors have assessed the
total risk exposure on decision




How is it funded
Rate of return expected and why
(benchmarked)
Show additional debt costs
Risks over the repayment period
Extent of support for deficit gap
Mitigation if returns fail and / or borrowing
increases
Assessment of capital depreciation







Clearly consider and
demonstrate how the
investment is proportionate to
the overall financial position of
the Council



Risk assessment should be
robust








Contingency






1.7

Loan corresponds in size or degree
(terms/rate/returns)
Risk exposure is reasonable and accepted
Within agreed and defined ‘affordability ‘
limit
Market assessment (competition, demand,
trends)
Proper quality external advice and
expertise
Credit ratings
Loss of investment return / Increase in
loan repayments
Capital depreciation
Extra costs and budget impact
Loss of revenue stream - service delivery
impact

In developing the strategy, consideration has also been given to a number of
essential elements which will inform acceptable investment choices, specifically:
2








1.8

1.9

Ethical investment (for instance, prohibiting investment in alcohol and
tobacco production or sale, animal exploitation, gambling, sex
establishments, arms trade or environmentally damaging practices)
Geographic spread of investments
Limits of individual and cumulative risk
Timescales for the achievement of objectives
The level of losses that can be tolerated
The degree to which the Council can realistically become reliant on the
income stream to provide services

In addition to reflecting the statutory requirements and the essential elements to
inform acceptable investment choices, the strategy should show how property
investment choices will be considered. Therefore the strategy sets out the need to
consider key factors such as:


Location – location of the property is critical to ensure it is an attractive
position, so that in the long term it optimises its ability to re-let/re-sell if capital
is required, or is strategically located for re-development. The location of the
property will affect the ability of the Council to undertake inspections and to
deal with management issues without the need to employ specialist agents.
It will also affect income to the Council from Business rates, Council Tax and
New Homes Bonus, depending on the type of investment.



Covenant Strength - the quality of the tenant and, more importantly, their
ability to pay the rent on time and in full is essential. This is particularly
important where the Council has borrowed against the investment, and
minimum acceptable financial strength for any given tenant will be
determined through a financial appraisal of company accounts and the use
of appropriate methods of risk assessment and credit scoring. It is however
worth noting that the Council, as a public body, may not wish to invest in
properties where the occupiers are generally seen to be undertaking
business which is contrary to its corporate values.



Lease length - the unexpired length of the term of the lease is of key
importance in ensuring that the landlord’s revenue stream is secure and
uninterrupted. The Council will take into consideration the risks associated
with a tenant vacating and the potential to attract good quality replacements
tenants at acceptable rental levels.

In order to assist with the decision making process and the assessment and
appraisal of property investment opportunities the strategy includes a matrix to
‘score’ investment opportunities through an established criteria. This criteria has
been weighted in order to score an opportunity on its ‘acceptability’ providing a first
stage in determining if it should be further progressed. The matrix is included within
the draft Commercial Property Investment Strategy at Appendix 1.

1.10 In addition to the application of the matrix and weighting mechanism there are a
range of other factors which should be considered when appraising an investment
opportunity and therefore have been reflected in the strategy. These are:
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Risk – any borrowing needs to balance against the risk of the return. In
general, the higher the sought level of return from an investment, the higher
level of risk that it carries. The intention of an investment strategy is to
minimise the risk to the Council on any investment.



Growth – property investments have the potential for both revenue and
capital growth. The Council will take into account that potential when
assessing the strength of the investment opportunity. However Property
values can fall as well as rise and mechanisms to minimise revenue
reductions should be identified. Monitoring and review of the portfolio and
any anticipated trends, will be required given how the market can change
over time.



Sector and trends - information as to the sector of use of the property (e.g.
office, retail, retail, warehousing, industrial, and leisure) and trends in
demand will assist in deciding on the risks associated with specific properties
and the mix of sectors within the portfolio.

2.

Conclusions and recommendations

2.1

Understanding the performance of the Council’s existing budget pressures and the
performance of its existing non-housing property is essential in determining how
future property investment opportunities should be approached. This information
was, therefore, provided to Executive during its meetings on 5th November 2018
and 3rd December 2018 to enable it to give full consideration to areas of risk and
reward within the management of existing stock and to determine and how well
placed the Council is to expand its commercial property portfolio activity.

2.2

As set out in this report, the development of the strategy has required the
consideration of a number of key issues to ensure it reflects the requirements of
the statutory guidance and enables Councillors to make informed ‘risk based’
decisions. The draft Commercial Property Investment Strategy is attached at
Appendix 1.

3.

Consultation and Equality Impact

3.1

None directly from the report, however future investment decisions will require
consultation proportionate with the extent and nature of the proposal. Additionally
any investment decisions will require consideration by the Council of its legal duties
to eliminate unlawful discrimination, advance equal opportunities and
promote good relations between people. The Council will also need to ensure
when making financial investment decisions, that it considers the needs of all
members of the community.

4.

Alternative Options and Reasons for Rejection

4.1

An alternative option would be to not progress the development of a commercial
property investment strategy and not consider other high level investment
opportunities. Whilst this approach would limit any risks associated with the use of
Council resources or additional borrowing for investment, it could restrict the ability
to generate additional income or deliver key corporate priorities.
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5.

Implications

5.1

Financial and Risk implications

5.1.1 None directly from the report, however given the Council’s financial position, future
pressures and uncertainties, it is essential any investment decisions are fully and
properly considered. The proposed strategy will help to ensure that when making
decisions the Council can demonstrate compliance with the statutory expectations
and evidence awareness of the risks and rewards.
5.2

Legal Implications including Data Protection

5.2.1 As set out the development of the Council’s Commercial Property Investment
Strategy will need to give due regard to the provisions contained within the Statutory
Guidance on Local Government Investments issued under Section 15(1) (a) of the
Local Government Act 2003. Legal and financial advice will be taken to ensure the
strategy aligns with the requirements to prepare and publish an Annual Investment
Strategy consistent with the Treasury Management Code principles. This advice
will also ensure the strategy sufficiently reflects the importance of risk, ensuring
gross debt is proportionate to net service expenditure, in order to prevent overextension of investment activities.
5.2.2 Furthermore any future property investment decisions will need to be taken in line
with the Council’s established governance structure and provide a sufficiently
robust evidence based business case.
5.3

Human Resource Implications

5.3.1 None directly from the report.
6.

Recommandations

6.1

That Executive considers the draft Commercial Property Investment Strategy for
approval.

7.

Decision Information
Is the decision a Key Decision?
No
A Key Decision is an executive decision which has a significant
impact on two or more District wards or which results in income
or expenditure to the Council above the following thresholds:
BDC:

Revenue - £75,000 
Capital - £150,000 
NEDDC: Revenue - £100,000 
Capital - £250,000 
 Please indicate which threshold applies
Is the decision subject to Call-In?
(Only Key Decisions are subject to Call-In)

No

Has the relevant Portfolio Holder been informed

Yes

District Wards Affected

All
5

Links to Corporate Plan priorities or Policy Framework
8

All

Document Information
Appendix No

Title

1

Draft Commercial Property Investment Strategy

Background Papers (These are unpublished works which have been relied
on to a material extent when preparing the report. They must be listed in the
section below. If the report is going to Cabinet (NEDDC) or Executive (BDC)
you must provide copies of the background papers)
Statutory Guidance on Local Government Investments issued under
Section 15(1) (a) of the Local Government Act 2003
Report Author

Contact Number

Karen Hanson

7053
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DRAFT Bolsover District Council
Commercial Property Investment Strategy
1.

Purpose

1.1

2.

The objective of the Commercial Property Investment Strategy (the Strategy)
is to establish a framework for the identification of commercial property
investments which, if acquired, would provide the Council with an income
stream and potential regeneration opportunities and additional social benefits.

Introduction

2.1

The Strategy aims to provide a robust and viable framework for the acquisition
of commercial property investments. The key underlying objectives are:


Governance Arrangements – to provide a decision making framework
aligned to the requirements of the Statutory Guidance Relating to Local
Authority Investments (Appendix1);



Investment Criteria – to identify suitable property investment opportunities;



Risk Management – to balance the requirement for income return with an
acceptable level of managed risk;



Financial Viability – each potential investment will have a full business case
and be evaluated to ensure the income received is sufficient to provide an
acceptable rate of return following the payment of borrowing costs,
management fees and any running costs.

2.2

3.

The management of the Council’s existing property portfolio (comprising
operational and commercial investment properties) is managed by the Asset
Management Group. This Group will ensure that all property investments
acquired under this Strategy continue to be appropriately managed.

Principles

3.1

Any commercial investment will follow at least one of the following principles:







Be sustainable and provide income to the Council
Benefit the District and provide an element of social value
Follow the principles of an ethical investments as outlined in paragraph 5.3 of
this report
Contribute towards the economic development of the District, creating skilled
jobs and housing growth
Enhance partnership working
Contribute towards Bolsover District Council being high performing, financially
secure with good governance
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4.

Be innovative, aspirational, creative and forward-thinking

Governance Arrangements

4.1

Property Investment Panel (PIP)
It is necessary to have a framework for determining which properties should
be invested in. A dedicated Property Investment Panel (PIP) will consider
property investment opportunities and where appropriate make acquisition
recommendations to the Leader of the Council and the Chief Executive.

4.2

PIP membership will comprise:







4.3

The Cabinet
Joint Strategic Director - Place
Joint Head of Service – Property and Estates
Joint Head of Service - Legal
Joint Head of Service – Finance
Joint Head of Service – Economic Development
Specialist external advice to be commissioned on an ‘as required’ basis.
For a potential property investment to be considered by the PIP, it must:-




achieve a minimum weighted score of 70 from the investment criteria matrix
and
be accompanied by a full and comprehensive business case.

4.4

The business case will be prepared by the a core team of Officers (Head of
Property and Estates, Head of Finance and Head of Legal together with other
relevant Officers for specific assets). Each potential property investment will
undergo qualitative and quantitative appraisal to establish portfolio suitability
and the legal and financial implications of the purchase. The core team will
seek external investment and/or technical expertise where specialist property
market knowledge is required.

4.5

All acquisitions, where relevant, will be subject to building survey, purchase
report and valuation. Occasionally, opportunities will arise that do not score
highly on the matrix criteria and in these circumstances, low scoring
properties will be considered by the PIP on their own individual regeneration,
economic development, employment and social value merits, in accordance
with the decision making process outlined below.

4.6

The Investment Criteria Scoring Matrix is not intended to provide an
assessment for regeneration opportunities. Separate elements will apply for
such opportunities which are not covered by this Strategy.

8

4.7

Decision Making Process

4.8

It is acknowledged that commercial investment opportunities may require
agile and quick decision making. However, in order to ensure appropriate
governance arrangements are maintained, investment decisions will be made
in accordance with the Council’s existing decision making process, threshold
levels and Scheme of Delegation contained within the Council’s Constitution.
Where it is not possible to wait until the next Executive and/or Council
meeting, an extra-ordinary meeting will be arranged as soon as practicably
possible.

5.
5.1

Investment Criteria
All investments must reflect the requirements within the Statutory Guidance on
Local Government Investments issued under Section 15(1) (a) of the Local
Government Act 2003’, which came into force April 2018. Further details of this
statutory guidance are available at:
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/a
ttachment_data/file/678866/Guidance_on_local_government_investments.pdf
A copy of this guidance is also attached at Appendix 1

5.2

Table 1 below sets out a summary of the statutory guidance requirements:
Table 1

Requirement

Considerations

Clearly show how investments
contribute to Council’s
objectives




Need to align with Corporate Plan priorities
Clarify purpose and extent to which it
supports deficit reduction and /or economic
regeneration in the District

Strategy must include
indicators to show how
Councillors have assessed the
total risk exposure on decision




How is it funded
Rate of return expected and why
(benchmarked)
Show additional debt costs
Risks over the repayment period
Extent of support for deficit gap
Mitigation if returns fail and / or borrowing
increases
Assessment of capital depreciation







Clearly show how the
investment is proportionate?





Loan corresponds in size or degree
(terms/rate/returns)
Risk exposure is reasonable and accepted
Within agreed and defined ‘affordability ‘
limit
9

Risk assessment should be
robust





Contingency






5.3

Market assessment (competition, demand,
trends)
Proper quality external advice and
expertise
Credit ratings
Loss of investment return / Increase in
loan repayments
Capital depreciation
Extra costs and budget impact
Loss of revenue stream - service delivery
impact

Consideration must also be given to a number of essential elements which will
inform acceptable investment choices, specifically:







Ethical investment (for instance, prohibiting investment in alcohol and
tobacco production or sale, animal exploitation, gambling, sex
establishments, arms trade or environmentally damaging practices)
Geographic spread of investments
Limits of individual and cumulative risk
Timescales for the achievement of objectives
The level of losses that can be tolerated
The degree to which the Council can realistically become reliant on the
income stream to provide services

5.4

As with other forms of investment at their most basic level, property
investment is a trade-off between risk and return. A traditional well diversified
property portfolio (spread across different property sectors and geographical
regions) will deliver a balanced long term return with minimal risk.

5.5

This strategy adopts the same underlying principles of diversification in
acquiring property investments. Four main property sectors will be included
(industrial, office, leisure and retail) and in turn, these will be diversified on
criteria including location, the tenant’s financial (covenant) strength, lease
term (income duration) and investment lot size. This will assist in protecting
the Council portfolio’s return should a property investment cease to be income
producing (for example, it is undergoing refurbishment or awaiting a new
tenant).

5.6

An Investment Criteria Scoring Matrix (Matrix) allows the relative merits of an
investment opportunity to be measured and assessed against a target
threshold.
The Matrix is attached at Appendix 2 and includes the following criteria:


Location - the location of the property is critical to ensure it is an attractive
position, so that in the long term it optimises its ability to re-let/re-sell if capital
10

is required, or is strategically located for re-development. The location of the
property will affect the ability of the Council to undertake inspections and to
deal with management issues without the need to employ specialist agents. It
will also affect income to the Council from Business rates, Council Tax and
New Homes Bonus, depending on the type of investment.

6.



Tenant Covenant – the quality of the tenant and, more importantly, their
ability to pay the rent on time and in full is essential. This is particularly
important where the Council has borrowed against the investment, and
minimum acceptable financial strength for any given tenant will be determined
through a financial appraisal of company accounts and the use of appropriate
methods of risk assessment and credit scoring. It is however worth noting that
the Council, as a public body, may not wish to invest in properties where the
occupiers are generally seen to be undertaking business which is contrary to
its corporate values.



Lease Terms - the unexpired length of the term of the lease is of key
importance in ensuring that the revenue stream is secure and uninterrupted.
The Council will take into consideration the risks associated with a tenant
vacating and the potential to attract good quality replacements tenants at
acceptable rental levels.



Occupational Lease Length – the lease term will determine the duration of
the tenant’s contractual obligation to pay rent. The most attractive
investments offer a long lease with a strong tenant covenant. The lease
term will reflect any tenant break clauses.



Building Quality – a brand new or recently refurbished building will not
usually require capital expenditure for at least 15 years. This is attractive for
income investors requiring long term rental income with the minimum of
ongoing capital expenditure.



Tenure – anything less than a freehold acquisition will need to be
appropriately reflected in the price.



Tenant Repair obligations – under a Full Repairing & Insuring Lease (FRI),
the tenant is responsible for the building’s interior and exterior maintenance /
repair. The obligation is limited to the building’s interior under an Internal
Repairing & Insuring Lease (IRI). The preference will be to favour FRI terms
(or FRI by way of service charge i.e. all costs relating to occupation and
repairs are borne by the tenants and administered through a service charge).

Risk Management

6.1

Market forces

6.2

As with all investments, there are risks that capital values and rental values
can fall as well as rise. To mitigate against future unfavourable market forces,
11

acquisitions will be made on the basis that the Council is willing and capable
of:

Holding property investments for the long term i.e. 25 years +. This will
ensure income and capital returns are considered over the long term
thereby smoothing out any cyclical economic/property downturns.



Fixing borrowing liabilities. The Council can borrow from the Public Works
Loan Board at historically low levels thus protecting the Council from future
Increases in financing rates.



Effective partnership working to share risk where appropriate, for example,
joint venture arrangements.

6.3

Portfolio Management

6.4

To mitigate the risk of void periods where the property is either partially or fully
vacant, or a tenant has defaulted on its rental obligations, the investment
portfolio will be actively managed.

6.5

In addition, the investment criteria specified in the scoring matrix will favour
secure property investments i.e. high quality buildings in prime locations, thus
mitigating the risk of void periods on re-letting.

6.6

Resources

6.7

Property investment markets are, in general, controlled by national and
regional commercial property agencies and establishing links and
relationships with a number of such property agents is the best method of
sourcing suitable properties for acquisition.

6.8

Staffing resources will be made available in order to source suitable property
assets for acquisition that match the criteria set under the Strategy. If
additional resources are required for specific projects, this can be done either
by recruitment into the existing Property and Estates Team or by employing
suitable and appropriate external expertise as required. It is recognised that
expertise is essential to enable informed decision making.

7.
7.1

Financial Viability
The financial viability of each individual potential investment opportunity will
be fully assessed within a comprehensive business case. In order to reflect
the potential risk that may arise as a consequence of undertaking commercial
property investment and provide a sufficient financial contribution to the
Council’s General Fund, a positive Internal Rate of Return (IRR) is required.
However, the Council may still consider pursuing a property acquisition if the
IRR is positive but low if a social and/or regeneration opportunity is identified.
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7.2

The level of return will be heavily influenced by two factors: (a) the cost of
capital and (b) the regulatory requirements of the minimum revenue provision
(MRP).
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Appendix 1
STATUTORY GUIDANCE ON LOCAL GOVERNMENT INVESTMENTS
(3rd Edition)
Issued under section 15(1)(a) of the Local Government Act 2003 and effective for
financial years commencing on or after 1 April 2018
POWER UNDER WHICH THE GUIDANCE IS ISSUED
1. The following Guidance is issued by the Secretary of State under section
15(1)(a) of the Local Government Act 2003. Under that section local authorities
are required to “have regard” to “such guidance as the Secretary of State may
issue”.
DEFINITION OF TERMS
2. In this guidance the 2003 Act means the Local Government Act 2003.
3. Local authority has the meaning given in section 23 of the 2003 Act. To the
extent that this guidance applies to parish councils and charter trustees (see
paragraph 11) a reference to a local authority includes those councils and
trustees.
4. The definition of an investment covers all of the financial assets of a local
authority as well as other non-financial assets that the organisation holds
primarily or partially to generate a profit; for example, investment property
portfolios. This may therefore include investments that are not managed as part
of normal treasury management processes or under treasury management
delegations.
5. For the avoidance of doubt, the definition of an investment also covers loans
made by a local authority to one of its wholly-owned companies or associates, to
a joint venture, or to a third party. The term does not include pension funds or
trust fund investments, which are subject to separate regulatory regimes and
therefore are not covered by this guidance.
6. A credit rating agency is one of the following three companies:
• Standard and Poor’s;
• Moody’s Investors Service Ltd; and
• Fitch Ratings Ltd.
7. For the purposes of this guidance a loan is a written or oral agreement where
a local authority temporarily transfers cash to a third party, joint venture,
subsidiary or associate who promises to return it according to the terms of the
agreement, normally with interest. This definition does not include a loan to
another local authority, which is classified as a specified investment.
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8. The Treasury Management Code means the statutory code of practice
issued by CIPFA: “Treasury Management in the Public Services: Code of
Practice and Cross-Sectoral Guidance Notes, 2017 Edition”.
9. The Prudential Code means the statutory code of practice, issued by CIPFA:
“The Prudential Code for Capital Finance in Local Authorities, 2017 Edition”.
10. The Capital Strategy is the strategy required by the updates to the
Prudential Code and Treasury Management Code.
APPLICATION
Effective date
11. This guidance applies for financial years commencing on or after 1 April
2018. It supersedes all previous editions of the Statutory Guidance on Local
Authority Investments.
12. Strategies presented to Council or equivalent before 1 April 2018 but relating
to 2018-19 and future financial years do not need to include all of the additional
disclosures required by this edition of the guidance should it not prove practical
or cost effective to do so. If a local authority chooses not to include th e new
disclosures in its 2018-19 Strategy, it must include the disclosures in full in the
first Strategy presented to full Council or equivalent after 1 April 2018.
Local authorities
13. This guidance applies to all local authorities in England.
14. This guidance applies to parish councils and charter trustees, providing their
total investments exceed or are expected to exceed £100,000 at any time during
the financial year. Where a parish council or charter trustee expects its total
investments to be between £10,000 and £100,000, it is encouraged to adopt the
principles in this guidance.
KEY PRINCIPLES
Transparency and democratic accountability
15. For each financial year, a local authority should prepare at least one
Investment Strategy (“the Strategy”). The Strategy should contain the disclosures
and reporting requirements specified in this guidance.
16. The Strategy should be approved by the full council. For authorities without a
full Council, the Strategy should be approved at the closest equivalent level. The
Secretary of State recommends that the Strategy should be presented for
approval prior to the start of the financial year.
17. Where a local authority proposes to make a material change to its Strategy
during the year a revised Strategy should be presented to full council or
equivalent for approval before the change is implemented.
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18. The Strategy should be publicly available on a local authority’s website.
Where a parish council or charter trustee does not maintain its own website, they
should post a public notice detailing how local residents can obtain a copy of the
Strategy, free of charge.
19. Where a local authority prepares a Capital Strategy in line with the
requirements of the Prudential Code, a Treasury Management Strategy in line
with the requirements of the Treasury Management Code, or any other publicly
available document, the disclosures required to be included in the Strategy can
be published in those documents instead of in the Strategy.
Contribution
20. Investments made by local authorities can be classified into one of two main
categories:
• Investments held for treasury management purposes; and
• Other investments.
21. Where local authorities hold treasury management investments, they should
apply the principles set out in the Treasury Management Code. They should
disclose that the contribution that these investments make to the objectives of
the local authority is to support effective treasury management activities. The
only other element of this Guidance that applies to treasury management
investments is the requirement to prioritise Security, Liquidity and Yield in that
order of importance.
22. Local authorities should disclose the contribution that all other investments
make towards the service delivery objectives and/or place making role of that
local authority. It is for each local authority to define the types of contribution that
investments can make and a single investment can make more than one type of
contribution.
Use of indicators
23. The Strategy should include quantitative indicators that allow Councillors and
the public to assess a local authority’s total risk exposure as a result of its
investment decisions. This should include how investments are funded and the
rate of return
received. Where investment decisions are funded by borrowing the indicators
used should reflect the additional debt servicing costs taken on.
24. Local authorities should consider the most appropriate indicators to use,
given their risk appetite and capital and investment strategies. Whilst th is
guidance does not prescribe specific indicators or thresholds, the indicators used
should be consistent from year to year and should be presented in a way that
allows elected members and the general public to understand a local authorities’
total risk exposure from treasury management and other types of investment.
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25. Where a local authority has entered into a long term investment or has taken
out long term debt to finance an investment the indicators used should allow
Councillors and the general public to assess the risks and opportunities of the
investment over both its payback period and over the repayment period of any
debt taken out.
Security, Liquidity and Yield
26. A prudent investment policy will have two underlying objectives:
• Security – protecting the capital sum invested from loss; and
• Liquidity – ensuring the funds invested are available for expenditure when
needed.
27. The generation of yield is distinct from these prudential objectives. However,
this does not mean that local authorities are recommended to ignore potential
revenues. Once proper levels of security and liquidity are determined, it will then
be reasonable to consider what yield can be obtained consistent with these
priorities.
28. When entering into treasury management investments, local authorities
should consider security, liquidity and yield in that order of importance.
29. When entering into other types of investments local authorities should
consider the balance between security, liquidity and yield based on their risk
appetite and the contribution(s) of that investment activity.
Security
Financial Investments
30. Financial investments can fall into one of three categories:
• Specified investments;
• Loans; and
• Other Non-specified investments.
Specified Investments
31. An investment is a specified investment if all of the following apply:
• The investment is denominated in sterling and any payments or repayments in
the respect of the investment are payable only in sterling.
• The investment is not a long term investment. This means that the local
authority has contractual right to repayment within 12 months, either because
that is the expiry term of the investment or through a non-conditional option.
• The making of the investment is not defined as capital expenditure by virtue of
Regulation 25(1)(d) of the Local Authorities (Capital Finance and Accounting)
(England) Regulations 2003 [as amended].
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• The investment is made with a body or in an investment scheme described as
high quality (see paragraph 33 or with one of the following bodies:
i. The United Kingdom Government;
ii. A local authority in England or Wales (as defined in section 23 of the 2003 Act)
or a similar body in Scotland or Northern Ireland; or
iii. A parish council or community council.
32. For the purposes of paragraph 32 the Strategy should define high credit
quality. Where this definition incorporates ratings provided by credit rating
agencies paragraph 42 is relevant.
Loans
33. A local authority may choose to make loans to local enterprises, local
charities, wholly owned companies and joint ventures as part of a wider strategy
for local economic growth even though those loans may not all be seen as
prudent if adopting a narrow definition of prioritising security and liquidity.
34. Local authorities can make such loans whilst continuing to have regard to
this guidance if they can demonstrate in their Strategy that:
• Total financial exposure to these type of loans is proportionate;
• They have used an allowed “expected credit loss” model for loans and
receivables as set out in International Financial Reporting Standard (IFRS) 9
Financial Instruments as adopted by proper practices to measure the credit risk
of their loan portfolio;
• They have appropriate credit control arrangements to recover overdue
repayments in place; and
• The local authority has formally agreed the total level of loans by type that it is
willing to make and their total loan book is within their self-assessed limit.
Non-specified investments
35. A non-specified investment is any financial investment that is not a loan and
does not meet the criteria to be treated as a specified investment.
36. For non-specified investments (i.e. those not meeting the criteria in
paragraph 31), the Strategy should:
• Set out procedures for determining which categories of investments may be
prudently used (and where these procedures involve the use of credit ratings,
paragraph 32 is relevant).
• Identify which categories of investments have been defined as suitable for use.
• State the upper limits for the maximum amounts both individually and
cumulatively that may be held in each identified category and for the overall
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amount held in non-specified investments and confirm that investments made
have remained within those limits.
Non-financial investments
37. As defined in paragraph 4 of this guidance non-financial investments are
non-financial assets that the organisation holds primarily or partially to generate
a profit. Where a local authority holds a non-financial investment, it will normally
have a physical asset that can be realised to recoup the capital invested. Local
authorities should consider whether the asset retains sufficient value to provide
security of investment using the fair value model in International Accounting
Standard 40: Investment Property as adapted by proper practices.
38. Where the fair value of non-financial investments is sufficient to provide
security against loss, the Strategy should include a statement that a fair value
assessment has been made within the past twelve months, and that the
underlying assets provide security for capital investment.
39. Where the fair value of non-financial investments is no longer sufficient to
provide security against loss, the Strategy should provide detail of the mitigating
actions that the local authority is taking or proposes to take to protect the capital
invested.
40. Where a local authority recognises a loss in the fair value of a non -financial
investment as part of the year end accounts preparation and audit process, an
updated Strategy should be presented to full council detailing the impact of the
loss on the security of investments and any revenue consequences arising
therefrom.
Risk Assessment
41. The Strategy should state the local authority’s approach to assessing risk of
loss before entering into and whilst holding an investment, making clear in
particular:
• How it has assessed the market that it is/will be competing in, the nature and
level of competition, how it thinks that the market/customer needs will evolve
over time, barriers to entry and exit and any ongoing investment requirements.
• Whether and, if so how, a local authority uses external advisors be they
treasury management advisors, property investment advisors or any other
relevant persons.
• How the local authority monitors and maintains the quality of advice provided
by external advisors.
• To what extent, if at all, any risk assessment is based on credit ratings issued
by credit ratings agencies.
• Where credit ratings are used, how frequently they are monitored and the
procedures for taking action if credit ratings change.
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• What other sources of information are used to assess and monitor risk.
Liquidity
42. For financial investments that are not treasury management investments or
loans the Strategy should set out the procedures for determining the maximum
periods for which funds may prudently be committed and state what those
maximum periods are and how the local authority will stay within its stated
investment limits.
43. For non-financial investments the Strategy should set out the procedures for
ensuring that the funds can be accessed when they are needed, for example to
repay capital borrowed. It should also state the local authority’s view of the
liquidity of the investments that it holds, recognising that assets can take a
considerable period to sell in certain market conditions. Where local authorities
hold non-financial investment portfolios they can choose to assess liquidity by
class of asset or at a portfolio level if appropriate.
Proportionality
44. 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/or place making role of that local authority is dependent on
achieving the expected net profit. In addition, the Strategy should detail the local
authority’s contingency plans should it fail to achieve the expected net profit.
45. The assessment of dependence on profit generating investments and
borrowing capacity allocated to funding these should be disclosed as a minimum
over the life-cycle of the Medium Term Financial Plan. However, an assessment
of longer term risks and opportunities is recommended.
Borrowing in advance of need
46. 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.
47. Where a local authority chooses to disregard the Prudential Code and this
Guidance and borrows or has borrowed purely to profit from the investment of
the extra sums borrowed the Strategy should explain:
• Why the local authority has decided not to have regard to this Guidance or to
the Prudential Code in this instance; and
• The local authority’s policies in investing the money borrowed, including
management of the risks, for example, of not achieving the desired profit or
borrowing costs increasing.
Capacity, skills and culture
48. The Strategy should disclose the steps taken to ensure that those elected
members and statutory officers involved in the investments decision making
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process have appropriate capacity, skills and information to enable them to take
informed decisions as to whether to enter into a specific investment, to assess
individual assessments in the context of the strategic objectives and risk profile
of the local authority and to enable them to understand how the quantum of
these decisions have changed the overall risk exposure of the local authority.
49. The Strategy should disclose the steps taken to ensure that those negotiating
commercial deals are aware of the core principles of the prudential framework
and of the regulatory regime within which local authorities operate.
50. Where appropriate the Strategy should comment on the corporate
governance arrangements that have been put in place to ensure accountability,
responsibility and authority for decision making on investment activities within the
context of the local authority’s corporate values.
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Appendix 2 Property Investment Matrix
Criteria

Maximum score

Location

15

Tenant covenant

20

Lease terms

15

Lease length

15

Building quality

15

Tenure

10

Tenant repair obligations

10

As previously highlighted, the score for each of the criteria could be weighted at
application, in order to reflect how the opportunity ranks. Table 4 below sets out
details of how the weighted process could work
Excellent

5

100%

Good

4

80%

Acceptable

3

60%

Marginal

2

40%

Poor

1

20%

Based on the proposed criteria and the weighting an example of its application is set
out below.


If ‘opportunity’ scores 5 on a criteria it achieves 100% of the weighting – so 5
for location achieves 15 points



If ‘opportunity’ scores 4 on a criteria it achieves 80% of the weighting – so 4 for
location achieves 12 points



If ‘opportunity’ scores 3 on a criteria it achieves 60% of the weighting – so 3 for
location achieves 9 points
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