Appendix A
Treasury Management Strategy Statement (2020-21)

1

Background

1.1

The Authority is required to receive and approve, as a minimum, three
main reports each year, which incorporate a variety of policies,
estimates and actuals. These reports are required to be adequately
scrutinised before being recommended to Council and this role is
undertaken by the Audit and Risk Management Panel. The three reports
are:
 The Treasury Management Strategy Statement (TMSS)
 The Mid-Year Treasury Management Report
 The Treasury Outturn Report.

1.2

The Treasury Management Strategy Statement is the first report
covering how capital expenditure, investments, borrowings and the
minimum revenue provision (MRP) are to be managed, including treasury
indicators.

1.3

The Mid-Year Treasury Management Report updates members with the
progress of the strategy and amends indicators or policies as necessary.

1.4

The Treasury Outturn Report provides details of actual performance in
the financial year compared to the estimates within the strategy.
Treasury Management Strategy Statement for 2020/21

1.5

The strategy for 2020/21 covers:
The Borrowing Strategy (Section 2)








Current Treasury Position
Borrowing Profile
Treasury Management Indicators: Limits to Borrowing Activity
Prospects for Interest Rates
Approach to Borrowing and Interest Rate Exposure
Maturity Structure of Borrowing
Policy on Borrowing in Advance of Need

 Debt Rescheduling
The Annual Investment Strategy (Section 3)










Current Treasury position
Investment Policy
Creditworthiness Policy
Country and Sector considerations
Time and Monetary Limits applying to Investments
Approach to Investment
Investment Returns Expectations
End of Year Investment Report
Policy on the Use of External Service Providers.

1.6

These elements cover the requirements of the Local Government Act
2003, the CIPFA Treasury Management Code of Practice 2017 and the
revised MHCLG Investment Guidance 2018. The Treasury Policy
Statement and Code of Practice are presented in annex 6.

1.7

The CIPFA Code requires the responsible officer to ensure that
members with responsibility for treasury management receive adequate
training in treasury management, in particular for this authority, those
members of the Audit and Risk Management Panel.

1.8

A glossary is provided as Annex 1.

2

Borrowing Strategy
Current Treasury Position

2.1

The Authority’s forecast treasury portfolio position as at 31 March 2020,
with forward projections is summarised in Table 1. It shows the actual
external borrowing (i.e. the treasury management operations), against the
underlying need to borrow for capital purposes (known as the Capital
Financing Requirement - CFR).

Table 1- Capital Financing Requirement versus Borrowing
2018-19
Actual
£'000

2019-20
Estimate
£'000

2020-21
Estimate
£'000

2021-22
Estimate
£'000

2022-23
Estimate
£'000

CFR at 31st March

553,058

580,613

604,779

652,631

700,401

Borrowing at 1 April
Borrowings Maturing
New Borrowings
Borrowing at 31 March

386,400
(3,455)
0
382,945

382,945
(4,837)
0
379,108

378,108
(3,455)
48,693
423,346

423,346
(3,455)
36,762
456,653

456,652
(1,382)
31,849
487,119

Delayed Borrowing

170,113

202,505

181,433

195,978

213,282

2.2

Within the Prudential Indicators approved by Council, there are a number
of key indicators to ensure that the Authority operates its activities within
well-defined limits. One of these is that the Authority needs to ensure that
its debt, does not, except in the short term, exceed the total of the CFR in
the preceding year plus the estimates of any additional CFR for 2020/21 and
the following two financial years. This allows some flexibility for limited early
borrowing for future years, but ensures that borrowing is not, undertaken
for revenue purposes.

2.3

The Director of Finance reports that the Authority complied with this
indicator in the current year and does not envisage difficulties for the
future.
Borrowing Profile

2.4

Table 2 shows the forecast borrowing position as at 31 March 2020.
Table 2 – Forecast Position as at 31/03/20 (comparator as at 31/03/19)
2018/19 2019/20 Borrowing
£000
£000
253,945
249,108
PWLB*
129,000
129,000
Banks**
382,945 378,108
Total

2018/19
%
4.66%
4.18%
4.50%

2019/20
%
4.53%
4.18%
4.41%***

* Public Works Loans Board – fixed rate maturity loans
** Mainly Lenders Option Borrowers Option (LOBO) – loans from banks that are fixed rate for a period, with an option for the lender to revise
the rate and a subsequent option for the borrower to repay without penalty
*** Weighted Average Rate

2.5

The prospect of options being exercised in the near term, is currently
low, however, the theoretical value of loans that could mature over the
next three years is as shown in Table 3.
Table 3 – Near Term Debt Maturity

PWLB (fixed maturity date)
LOBO (possible options)
Total
2.6

2020/21 2021/22 2022/23
£000
£000
£000
3,455
3,455
1,382
43,500
42,000
23,500
46,955
45,455
24,882

The debt maturity profile is presented in two formats to demonstrate the
impact on refinancing if all options were exercised at their next call date:
Chart 1: All loans run to contractual maturity.
Chart 2: LOBO loan options exercised at next opportunity.
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Treasury Management Indicators: Limits to Borrowing Activity
2.7

With the abolition of the HRA Cap, there are now two limits in respect
of borrowing in 2020/21:
 The Operational Boundary
 The Authorised Limit

2.8

The two indicators are due for approval by Council on 26 February 2020.
Prospects for Interest Rates

2.9

The Authority has Link Asset Services as its treasury advisor and part of
their service is to assist in formulating a view on interest rates. Annex 2
draws together forecasts for short term (Bank Rate) and longer term fixed
interest rates. Table 4 below provides a range of longer term fixed interest
rate forecasts.
Table 4 – Interest Rates for Borrowing Forecasts
Year Ending
March 2020
March 2021
March 2022

PWLB Borrowing Rates* (%)
5 year
10 year
25 year
2.30
2.50
3.00
2.50
2.70
3.30
2.90
3.10
3.70

50 year
2.90
3.20
3.60

* “certainty” rate

2.10 Economic and interest rate forecasting remains difficult with so many
external influences weighing on the UK gilt yields and PWLB rates. The
above forecasts, will be liable to further amendment depending on how
economic data and developments in financial markets transpire over the
next year.
2.11 The Monetary Policy Committee (MPC) has left the bank rate unchanged
at 0.75% so far in 2019/20. In its meeting on 30th January 2020. The vote
was unchanged from the previous MPC meeting, with a 7-2 majority for
no change. That isn’t to say that there may not be a cut in the near-future.
Which is possibility, but the MPC have suggested that would only arise if
inflation kept stubbornly low and that its forecast for GDP growth
disappointed.

2.12 The interest rate forecasts provided by Link Asset Services in table 4, are
predicated on an assumption of an agreement being reached on a trade
deal between the UK and the EU.
2.13 PWLB rates are subject to ad hoc decision by H.M. Treasury to change
the margin over gilt yields that are charged in PWLB rates, such changes
could be up or down. It is unclear if H.M Treasury would remove the
extra 100 bps margin implemented on PWLB rates back in October 2019,
if gilt yields were to rise by over 100bps within the next year.
2.14 The overall longer run future trend is for gilt yields, and consequently
PWLB rates, to rise gently. The policy of internal borrowing i.e. avoiding
new borrowing by running down spare cash balances is now being
reviewed.
2.15 There will remain a cost of carry (the difference between higher
borrowing costs and lower investment returns), to any new long-term
borrowing that causes a temporary increase in cash balances as this
position will, most likely, incur a revenue cost.
Approach to Borrowing and Interest Rate Exposure
2.16 The Authority’s approach has been to delay borrowing. This means that
the underlying need to borrow for capital purposes (the CFR), has not
been fully funded with external borrowing, as cash supporting the
Authority’s reserves, balances and cash flow has been used as a temporary
measure. This strategy has been prudented as investment returns are low
and counterparty risk is still an issue that needs to be considered. The
management of the level of delayed borrowing and its treatment within
the General Fund and HRA is monitored.
2.17 As the Authority has effectively used the options of internal borrowing
for over 8 years now, this approach is currently being reviewed in light of
the step change in investment in housing related projects in the Borough.
The increase in the capital spending means the internal cash balance and
reserves would not be able to support the increasing CFR.
2.18 Against this background and the risks within the economic forecast,
caution will be adopted with the 2020/21 treasury operations. The
Director of Finance will monitor interest rates in financial markets and
adopt a pragmatic approach to changing circumstances:

if it was felt that there was a significant risk of a sharp FALL in borrowing
rates, (e.g. due to a marked increase of risks around relapse into recession or
of risks of deflation), then borrowing will be postponed.





if it was felt that there was a significant risk of a much sharper RISE in
borrowing rates than that currently forecast, perhaps arising from an
acceleration in the rate of increase in central rates in the USA and UK,
an increase in world economic activity or a sudden increase in inflation
risks, then the portfolio position will be re-appraised with the potential
that fixed rate funding could be drawn whilst interest rates were still
relatively cheap.

2.19 Any decisions will be reported through the mid-year and annual Treasury
Management reports.
Maturity Structure of Borrowing
2.20 These gross limits are set to reduce the Authority’s exposure to large
fixed rate and variable sums falling due for refinancing at the same time.
2.21 The Council will be asked to approve the treasury indicators and limits in
Annex 3.
Policy on Borrowing in Advance of Need
2.22 Any decision to borrow in advance will be:
 within forward approved Capital Financing Requirement estimates
 considered carefully to ensure that value for money can be
demonstrated (balanced against the carry cost of borrowing in advance
of need)
 reported through the Mid-Year and Annual Treasury Management
Strategy Reports.
 Considered in light of the current level of internal borrowing, where
currently, there is no anticipation of needing to undertake any such
action
Debt Rescheduling
2.23 As short-term borrowing rates will, considerably be cheaper than longerterm fixed interest rates, there may be potential opportunities to generate

savings by switching from long term debt to short term debt. However,
these savings will need to be considered in the light of the current treasury
position and the size of the cost of debt repayment (premiums incurred).
2.24 The reasons for any rescheduling to take place will include:
 the generation of cash savings and / or discounted cash flow savings
 helping to fulfil the treasury strategy
 enhance the balance of the portfolio (amend the maturity profile and
/ or the balance of volatility).
3

Annual Investment Strategy
Current Treasury Position

3.1

The MHCLG and CIPFA have extended the meaning of “investments” to
include both financial and non-financial investments. This strategy deals
with financial investments, non-financial investments, essentially the
purchase of income yielding assets, are covered in the Capital Strategy,
setting out where relevant, the organisation’s risk appetite and specific
policies and arrangements for non-treasury investments. It recognises that
the risk appetite for these activities may differ from that for treasury
management but common to both investments types is the need for
holistic council-wide planning, robust due diligence and formal oversight.

3.2

Table 5 below shows the forecast investment position at 31 March 2020.
Table 5 – Forecast Position as at 31/03/20 (comparator as at 31/03/19)
2018/19
£m
191

2019/20
£m
187

Investments
Total

2018/19
%
0.72

2019/20
%
0.71

Investment Policy
3.3

The Authority’s investment policy has regard to the MHCLG’s Guidance
on Local Government Investments (“the Guidance”) and the 2017 revised
CIPFA Treasury Management in Public Services Code of Practice and
Cross Sectoral Guidance Notes (“the CIPFA TM Code”). The Authority’s
investment objectives will be, in priority order:

 Security
 Liquidity
 Yield.
3.4

In accordance with the above guidance from MHCLG and CIPFA and in
order to minimise the risk to investments, the Authority has generated an
acceptable credit quality of counterparties for inclusion on the lending list.
The creditworthiness methodology used to create the counterparty list
fully accounts for the ratings, watches and outlooks published by all three
ratings agencies. Using the Link Asset Services ratings service and
Bloomberg, counterparty ratings are monitored on a real time basis with
knowledge of any changes notified electronically as the agencies issue
updates. This enables diversification and thus avoidance of risk.

3.5

Further, the Authority’s officers recognise that ratings should not be the
sole determinant of the quality of an institution and that it is important to
continually assess and monitor the financial sector in relation to the
economic and political environments in which institutions operate. To this
end the Authority will engage with its advisors to monitor market pricing
such as Credit Default Swaps (CDS), share prices, the financial press,
sources such as Bloomberg Systems LLP alongside the internet generally
and overlay that information on top of the credit ratings.

3.6

The aim of the strategy is to generate a list of secure, highly creditworthy
counterparties which will also enable divesification and thus avoidance of
concentration risk.

3.7

Investment instruments identified for use in the financial year are defined
as either ‘Specified’ or ‘Non-Specified’ Investments:
 Specified Investments are those of a high level of credit quality and
subject to a maturity limit of one year.
 a Non-Specified Investment is any investment that is not ‘Specified’.
They are those with not as high a credit quality, may be for periods
in excess of one year, and/or are more complex instruments which
require greater consideration by members and officers before being
authorised for use.

Creditworthiness Policy
3.8

The primary principle governing the Authority’s investment criteria is the
security of its investments, although the yield or return on the investment
is also a key consideration. The Authority will therefore ensure that:
 it maintains a policy covering the categories of investment types it will
invest in, criteria for choosing investment counterparties with adequate
security and monitoring their security. This is set out in annex 4A and 4B.
 it has sufficient liquidity in its investments. For this purpose, it will set out
procedures for determining the periods for which funds may prudently be
committed. These procedures also apply to the Authority’s indicators
covering the maximum principal sums invested.

3.9

The Director of Finance will maintain a counterparty list, through its use
of its documented Treasury Management Practices.

3.10 Any counterparty failing to meet the criteria would be, omitted from the
counterparty (dealing) list. Any rating changes or rating watches
(notification of a likely change) or rating outlooks (notification of a
possible longer term change) are available to officers almost immediately
after they occur and this information is considered before investing.
3.11 The Authority continues to keep other products under review, including
AAA rated Money Market Funds - these offer a high degree of security
and instant access for investment on a daily basis.
3.12 The criteria for providing a pool of high quality investment grade
counterparties (both Specified and Non-Specified investments) are as
shown below (Ratings provided by Fitch):



UK Government (including gilts, treasury bills and the DMADF)
Banks 1 - the Royal Borough will use good quality banks that are:
a) UK banks or
b) non-UK but domiciled in a country which has a
minimum sovereign long-term rating of “AA-”
These banks must be of investment grade and have as a
minimum, the following credit ratings:
i. Short term “F1”
ii. Long term “A-”







Banks 2 – part-nationalised UK banks: Royal Bank of Scotland
Banks 3 – the Authority’s own banker for transactional purposes
Building Societies that meet the criteria for banks above
Other – including Money Market Funds rated “AAA”
Other (less liquid) – e.g. land and / or buildings.

3.13 A full list of Specified and Non-Specified products is as shown in Annex
4a and 4b. A limit of 25% will be applied to the use of Non-Specified
investments.
3.14 In the case of Non-Specified investments of a less liquid nature, a smaller
limit of 10% (within the overall 25%), will be applied.
3.15 Loans to 3rd parties for investment purpose would be cap to the limits set
out in point 3.14, while applying the due diligence that set out in the
statutory guidance on local Government investment issued by MHCLG
(February 2018).
Country and Sector Considerations
3.15 Due care will be taken to consider the country, group and sector
exposure of the Authority’s investments. In part, the country selection
will, be driven by the credit rating of the sovereign state in Banks 1
category above.
3.16 The Authority has determined that it will use approved counterparties
from countries with a minimum sovereign credit rating of AA- from Fitch.
The list of countries that qualify using this credit criteria as at the time of
writing are shown in Annex 5. This list will be added to, or deducted from,
by officers should ratings change in accordance with this policy:
 no more than 20% will be placed with any non-UK country at any time
 limits in place above will apply to Groups of financial institutions (e.g.
Bank of Scotland is part of the Lloyds Banking Group)
 sector limits will be monitored regularly for appropriateness.
Time and Monetary Limits applying to Investments
3.17 The time and monetary limits for institutions on the Royal Borough’s
counterparty list are as shown in Table 7 (these will cover both Specified
and Non-Specified Investments, the criteria for which are as shown in
Annex 4a and 4b).

Table 6– Investment Limits
Investment Limits

UK Government
 Treasury Bills
 Gilts
 DMADF
Money Market Funds
Banks 1 category - high quality
Banks 2 category – part-nationalised
Banks 3 category – The Authority’s
banker
Building Societies
Other
Other (less liquid)

Fitch
L-Term
Rating
n/a

Value
Limit

Time
Limit

Unlimited 5 years

AAA
An/a

£30m*
£30m*
£30m*

Liquid
5 years
5 years

n/a

n/a

1 day

An/a
n/a

£30m*
5 years
*
£30m
5 years
10% portfolio n/a

* Per Counterparty

3.18 The proposed criteria for Specified and Non-Specified investments are as
shown in Annex 4a and 4b for approval.
Approach to Investment
3.19 Investments will be made with reference to the core balance and cash flow
requirements and the outlook for interest rates.
3.20 For investments of a less liquid nature, professional advice will be sought
to ensure that that there is a sound business case for making the
investment, which will identify security, liquidity and yield elements of the
transaction alongside the risks associated with them.

Investment Returns Expectations
3.21 On the assumption that the UK and EU agree the terms of trade by the
end of 2020 or soon after, then bank rate is forecast to increase only

slowly over the next few years to reach 1.00% by quarter 1 2023. Bank
rate forecasts for financial year ends (March) are:
Table 7 – Interest Rate Forecasts
Year Ending
March 2020
March 2021
March 2022
March 2023

Bank Rate
%
0.75
0.75
1.00
1.25

3.22 In the event of an orderly non-agreement exit in decemeber 2020, it is
likely that the BOE would take action to cut bank rate from 0.75% in order
to help economic growth. However, in a disorderly scenario, then any cut
in Bank rate would be likel to last for a longer period and also depress
short and medium gilt yields correspondingly.

End of Year Investment Report
3.23 At the end of the financial year, the Authority will report on its investment
activity as part of its Annual Treasury Management Report.
Policy on the Use of External Service Providers
3.24 The Authority uses Link Asset Services as its external treasury
management advisors. It recognises that responsibility for treasury
management decisions remains with the Authority itself at all times and
will ensure that no undue reliance is placed upon our external service
providers.
3.25 The Authority also recognises that there is value in employing external
providers of treasury management services in order to acquire access to
specialist skills and resources. The Authority will ensure that the terms of
any appointment and the methods by which their value will be assessed
are properly agreed and documented and subjected to regular review.

4

Report Appendices

4.1

The following documents are published with and form part of this report:
Annex 1 - Glossary
Annex 2 – Interest Rate Forecast 2020 - 2023
Annex 3 – Treasury Management Indicators
Annex 4 a & b – Specified & Non-Specified Investments
Annex 5 – Approved Countries for Investments
Annex 6 – Treasury Management Policy Statement

Annex 1
Glossary
Basis Point

One Basis Point = 0.01%

Brexit

Abbreviation for the term “British exit” - referring to
Britain exit on 31 January 2020 from the European Union
(EU)

CBI

Confederation of British Industry

CD

Certificate of Deposit – a tradable type of investment

CDS

Credit Default Swap – the cost of insuring a financial
asset / liability

Certainty Rate

Conditionally reduced rate on PWLB loans available to
Local Authorities

CFR

Capital Financing Requirement - the authority’s underlying
need to borrow

CIPFA

Chartered Institute of Public Finance and Accountancy

CLG

Department for Communities and Local Government

Corporate Bonds

Debt issued by companies

Counterparty

The other side of a financial transaction e.g. Greenwich’s
investment counterparties are those organisations that it
lends to

CPI

Consumer Prices Index – measure of inflation

Delayed Borrowing

Occurs when actual borrowing is less than the underlying
need to borrow (CFR)

Downside Risk

There is a risk that the forecast interest rate may be
lower than predicted or may fall earlier than predicted (a
lower interest rate benefits the debt portfolio but is
adverse for the investment portfolio).

ECB

European Central Bank is European equivalent of Bank of
England when setting interest rates

Fed

Federal Reserve is US equivalent of Bank of England when
setting interest rates

Fiscal Cliff

Simultaneous ending of tax breaks and cutting of public
expenditure

Fitch

Company that provides credit ratings

Forward Guidance

Clarity on the stance of the Central Bank, setting out
framework for interest rate / quantitative easing changes

FRN

Floating Rate Note – debt issued by companies with a
floating interest rate

GDP

Gross Domestic Product – a measure of the economy

Gilt

Government debt

G7

A group consisting of seven major advanced economies.

HRA

Housing Revenue Account

IMF

International Monetary Fund

Internal Borrowing

see “Delayed Borrowing”

Less Liquid

Not actively traded in a market / realised less easily than
bank deposits

LIBOR

London Inter Bank Offered Rate – rate set by large banks
as the rate that they will lend to each other (set daily)

LOBO

Lenders Option / Borrowers Option loans are a form of
long-term borrowing where loans run at a fixed rate for a
fixed period of time, after which the lender has the option
to alter the interest rate. The borrower may either accept
the change or repay the loan in full (without penalty)

MHCLG

Ministry of
Government

MMF

Money Market Fund – commercially run pooled
investment

MPC

Monetary Policy Committee – Bank of England body that
sets the Bank Rate

MRP

Minimum Revenue Provision - The minimum amount
which must be charged to an authority’s revenue account
each year and set aside as provision for credit
arrangements

Multilateral
Development Bank

e.g. International Bank of Reconstruction & Development

Non – Specified

Investment that is not “Specified”

OEIC

Open Ended Investment Company

PWLB

Public Works Loans Board (advances loans to local
authorities)

Housing,

Communities

and

Local

QE

Quantitative Easing - process whereby new money is used
to purchase assets from institutions, thereby freeing the
institution to boost money supply to the economy

Section 151 Officer

With reference to the Local Government Act 1972, this is
the Director of Finance

Sovereign

Government

Specified

Sterling denominated investment with a maturity up to
one year, meeting the requirements for a highly rated
investment

TMP

Treasury Management Practices – how the organisation
puts in place formal and comprehensive objectives,
policies, practices, strategies and reporting arrangements
for the effective management and control of their treasury
management activities

Under Borrowing

see “Delayed Borrowing”

Upside Risk

This is the risk that the forecast interest rate may be
higher than predicted or may increase earlier than
predicted (a higher interest rate benefits the investment
portfolio but is adverse for the debt portfolio).

Yield Curve

A graphical plot of return versus time

ANNEX 2
Interest Rate Forecasts 2020‐ 2023
PWLB rates and forecast shown below have taken into account the 20 basis point certainty rate reduction effective as of the 1st November
2019.
Link Asset Services Interest Rate View
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2.90

3.00

3.10

3.20

3.30

3.40

3.50

3.60
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Link Asset Services

0.75%

0.75%

0.75%

0.75%

0.75%

1.00%

1.00%

1.00%

1.00%

1.25%

1.25%

1.25%

1.25%

Capital Economics

0.75%

0.75%

0.75%

0.75%

0.75%

1.00%

1.00%

1.00%

-

-

-

-

-

Link Asset Services

2.30%

2.30%

2.40%

2.40%

2.50%

2.60%

2.70%

2.80%

2.90%

2.90%

3.00%

3.00%

3.10%

Capital Economics

2.40%

2.50%

2.50%

2.60%

2.60%

2.80%

2.80%

2.90%

-

-

-

-

-

Link Asset Services

2.50%

2.50%

2.60%

2.60%

2.70%

2.80%

2.90%

3.00%

3.10%

3.10%

3.20%

3.20%

3.30%

Capital Economics

2.70%

2.70%

2.80%

2.80%

2.90%

3.00%

3.00%

3.10%

-

-

-

-

-

Link Asset Services

3.00%

3.00%

3.10%

3.20%

3.30%

3.40%

3.50%

3.60%

3.70%

3.80%

3.80%

3.90%

3.90%

Capital Economics

3.10%

3.10%

3.20%

3.20%

3.20%

3.30%

3.30%

3.40%

-

-

-

-

-

Link Asset Services

2.90%

2.90%

3.00%

3.10%

3.20%

3.30%

3.40%

3.50%

3.60%

3.70%

3.70%

3.80%

3.80%

Capital Economics

3.10%

3.10%

3.20%

3.20%

3.30%

3.40%

3.40%

3.50%

-

-

-

-

-

Bank Rate

5yr PWLB Rate

10yr PWLB Rate

25yr PWLB Rate

50yr PWLB Rate

ANNEX 3
TREASURY MANAGEMENT INDICATORS
Maturity Structure of Borrowing
Maturity Structure of Fixed Rate Borrowing
Under 12 months
12 months and within 24 months
24 months and within 5 years
5 years and within 10 years
10 years and within 20 years
20 years and above

Lower Limit
0%
0%
0%
0%
5%
10%

Upper Limit
50%
50%
75%
75%
90%
90%

Investment
Long Term Investment
Maximum principal sums invested > 365 days

2019/20
0

2020/21
15%

2021/22
15%

2022/23
15%

ANNEX 4a
Specified Investments
Deposit Type and Counterparty

UK Government (Direct)
Treasury Bills
Gilts
Term Deposits
Banks 1 – Term Deposits
Banks 2 (Part) Nationalised Banks – Term Deposits
Other
Local Authorities including Police and Fire – Term Deposits
CDs issued by Banks / Building Societies under Guarantee
Supranational Bonds
Sovereign Bond Issues
Collective Investment Schemes (OEICs):
1. Government Liquidity Funds
2. Money Market Funds
3. Enhanced Cash Funds
4. Bond Funds
5. Gilt Funds

UK
Government
Support

Short-term
Credit
Rating

Long-term
Credit
Rating

F1

A-







AAA
AA
AAA

ANNEX 4b
Non-Specified Investments
Deposit Type and Counterparty

UK Government
Treasury Bills (if issued beyond 1 year)
Gilts
Term Deposits (if issued beyond 1 year)
Banks 1 – Term Deposits (> 1 year OR variable maturity / rate)
Banks 2 (Part) Nationalised Banks – Term Deposits (> 1 year OR variable maturity / rate)
Building Societies - Term Deposits (any maturity period)
Other
Local Authorities including Police and Fire –Term Deposits (> 1 year)
CDs issued by Banks and Building Societies under Guarantee (any maturity period)
Debt issuance by UK Banks covered by UK Government Guarantee
Supranational Bonds
Sovereign Bond Issues
CDs issued by Banks / Building Societies (any period) – not covered by Guarantee
Collective Investment Schemes structured as OEICs:
1. Government Liquidity Funds
2. Money Market Funds
2. Enhanced Cash funds
3. Bond Funds
4. Gilt Funds
Collateralised Deposits (UK Local Authority)
Commercial Paper
Term Deposits with unrated counterparties (any maturity period)
Corporate Bonds – covered by Guarantee
Corporate Bonds– not covered by Guarantee
Property Fund

UK
Government
Support

Short-term
Credit
Rating

Long-term
Credit
Rating

F1

A-

F1

A-








AAA
AAAAA

AAA

AAA
AAA
AAA

Deposit Type and Counterparty

Asset/Asset Backed Securities*
Floating Rate Notes
Other- Loans to 3 parties*
* requires business case for investment

UK
Government
Support

Short-term
Credit
Rating

Long-term
Credit
Rating

ANNEX 5
Approved Countries for Investments

AAA (Fitch)











Australia
Canada
Denmark
Germany
Luxembourg
Netherlands
Norway
Singapore
Sweden
Switzerland

AA+ (Fitch)
 Finland
 U.S.A

AA (Fitch)
 Hong Kong
 France
 U.K.

AA- (Fitch)
 Belgium
RATINGS AS AT 03 January 2020

Annex 6
Treasury Management Policy Statement
1. This organisation defines its treasury management activities as: “The
management of the authority’s borrowing, investments and cash flows, its
banking, money market and capital market transactions; the effective control
of the risks associated with those activities; and the pursuit of optimum
performance consistent with those risks”.
“Investments” in the definition above covers all the financial assets of the
organisation, as well as other non-financial assets which the organisation
holds primarily for financial returns, such as investment property
portfolios. This may therefore include investments which are not managed
as part of normal treasury management.
2. This organisation regards the successful identification, monitoring and
control of risk to be the prime criteria by which the effectiveness of its
treasury management activities will be measured. Accordingly, the analysis
and reporting of treasury management activities will focus on their risk
implications for the organisation.
3. This organisation acknowledges that effective treasury management will
provide support towards the achievement of its business and service
objectives. It is therefore committed to the principles of achieving value for
money in treasury management, and to employing suitable comprehensive
performance measurement techniques, within the context of effective risk
management.

Appendix B
Direct Capital
Bid
A
B
C
H
I
D
E
F
G
J

Description
Street Lighting – LED Upgrade
Woolwich Town Centre Gates – Camera Equipment
Moving Traffic Contraventions
CCTV – Equipment Replacement & Upgrade
20 Calderwood Street – Office remodelling to support service changes in Community Safety and Parking
Enforcement
The Point – Hub Relocation
Framework-i Replacement
TWC – LED Lighting Upgrade
Birchmere – Mezz H&S Works
Priority Investment Programme – Contingency
Total

Amount
£m
10.200
0.060
0.500
1.250
0.150
0.500
2.200
0.600
1.328
10.000
26.788

1. General Information
Service Area

DRES

Ref

A

Department

Transport

Description

Street Lighting – LED Lamp Replacement

One off cost estimate

£10,200,000

Equalities Impact Assessment

N/A
2. Detailed Proposal

Royal Greenwich owns and maintains c.20,000 street lights (excluding those on private roads, housing
estates and in parks and open spaces) and a further c.4,000 illuminated highway assets such as beacons,
bollards and lit signs.
With the exception of around 1,300 units, the street lights use traditional inefficient lamps resulting in high
electricity costs, CO2 emissions and maintenance costs. The proposal is to replace the inefficient lamps with
LED alternatives, which will reduce energy and CO2 emission and lifecycle maintenance requirements.
To contextualise, electricity prices have increased significantly in recent years, with the Council’s annual
street lighting energy costs rising from £0.6m in 2010/11 to £1.7m in 2018/19 representing a significant year
on year increases of 15%.
An initial trail and consultation process will be undertaken to ascertain preferences in terms of lighting
colour, temperatures and dimming potential.
The reduction in electricity usage will correspond to a reduction in CO2 and will therefore contribute to the
Councils Carbon Neutral commitment.
Provision is made for further works to lighting within Parks and the procurement exercise will ensure that
the contract can be extended to the lighting on housing estates. HRA funding for these works will be subject
to a further decision.
Revenue Budget
Finance Code
3712202

Description
Street Lighting

Budget
£m

Budget (Surplus) /
Pressure
£m

2.252

0.557

Service Impact
This investment would realise a minimum annual saving (energy and maintenance) of over £1m at current
prices. This is made up of £800k in energy savings and £200k in maintenance. Savings increase over time (in
real terms) due to inflation and energy price increases; however due to static non-index linked budgets the
actual saving will diminish year on year.
3. Effect of Cost reduction (£000) on MTFS
Financial Year
2020/21
2021/22
2022/23
2023/24

Capital Profile

Additional Annual
Cost reduction

Incremental Effect upon
Pressures

1,000
4,600
3,800
800

0
(526)
(1,106)
(1,123)

0
(526)
(1,632)
(2,755)

4. Funding Sources
The Mayors low interest energy efficiency fund has been identified as a funding source for the
implementation of the works outlined in this proforma, providing the service with upfront revenue savings
and payback over the useful economic life of the asset, without call on the councils general reserves.
The revenue position set out in section 3 above is based on a forecast 5% increase in energy costs per
annum and is exclusive of financing costs (c£545kpa based on 1.5% loan)

1. General Information
Service Area

DRES

Ref

B

Department

Transport

Description

Woolwich Town Centre Gates – Camera Equipment

One off cost estimate

£60,000

Equalities Impact Assessment

N/A
2. Detailed Proposal

There are currently six gates that control access to Woolwich Town Centre.
The Town Centre is pedestrianised, and the gates are opened and closed in the morning and evenings to
facilitate deliveries to premises.
The opening and closing of the gates is currently delivered via the corporate highways contract with Rineys
at a cost of approximately £100k per annum, and for which there is no budget.
The project includes the removal of the gates and installation of cameras at the locations.
Revenue Budget
Finance Code

Description

Budget
£m

Budget (Surplus) /
Pressure
£m

3713001

WTC Gate Opening

0.039

0.101

Service Impact

The project would alleviate a budget pressure for the directorate.

3. Effect of Cost reduction (£000) on MTFS
Financial Year
2020/21
2021/22
2022/23
2023/24

Capital Profile

Additional Annual Cost
reduction

Incremental Effect upon
Pressures

60
0
0
0

(50)
(51)
0
0

(50)
(101)
(101)
(101)

4. Funding Sources
No specific funding has been identified for these works to date.
Subject to approval work will be undertaken to identify potential sources.
Should no alternative resources be available the estimated internal financing cost is £4,600 per annum.

1. General Information
Service Area

DRES

Ref

C

Department

Transport

Description

Moving Traffic Contraventions

One off cost estimate

£500,000

Equalities Impact Assessment

N/A
2. Detailed Proposal

This proposal relates to the installation of c15-20 cameras at locations across the borough.
The equipment will support the enforcement of Moving Traffic Contraventions and delivery of the parking
strategy previously agreed by Cabinet.
Revenue Budget
Finance Code
F104****

Description
Various

Budget
£m

Budget (Surplus) /
Pressure
£m

3.288

0.0

Service Impact
Implementation would result in an increase in administration costs, such as staffing system maintenance. The
first call on any income generated from the cameras will be to offset these operating costs, further income is
anticipated to decrease over time as awareness and compliance with the intended behaviour increases.
3. Effect of Cost reduction (£000) on MTFS
Financial Year
2020/21
2021/22
2022/23
2023/24

Capital Profile

Additional Annual
Cost reduction

Incremental Effect upon
Pressures

250
250
0
0

(315)
(315)
0
0

(315)
(630)
(630)
(630)

4. Funding Sources
No specific funding has been identified for these works to date.
Subject to approval work will be undertaken to identify potential sources.
Should no alternative resources be available the estimated internal financing cost is £113,500 per annum.

1. General Information
Service Area

CS

Ref

D

Department

Strategy, Performance & Commissioning

Description

The Point – Hub relocation

One off cost estimate

£500,000

Equalities Impact Assessment

TBC
2. Detailed Proposal

The Point currently operates from premises in Woolwich New Road (Viscount House) which is the site for
the new Woolwich Leisure Centre. Decant is required by autumn 2020 to facilitate the capital project;
therefore, alternative accommodation is required. The proposal is to invest in the existing Youth Hub sites
to enable them to be utilised for the delivery of the frontline activity currently taking place within The Point.
Further funding is sought for adaptions within The Woolwich Centre to support RBG staff, currently
operating from The Point, to provide suitable hot desking space.
The anticipated cost allocation between the identified sites is:
TWC - £200,000
Woolwich Common Youth Hub - £400,000
Avery Hill Youth Hub - £100,000
Staff, user and partner stakeholder engagement will be required.
Revenue Budget
Finance Code
8450001

Description
The Point

Budget
£m

Budget (Surplus) /
Pressure
£m

0.223

0.0

Service Impact
The Point is a young people’s hub providing a single point of access for young people (16 –19, and up to 25 if
the young person has SEND) to access a range of information, advice and guidance including housing, health
/wellbeing, Education, Training and Employment, volunteering and criminal justice. It is delivered in a
bespoke building at 47 Woolwich New Road that is due to be vacated in October 2020 due to the plan to
redevelop the site into the new Woolwich Leisure Centre.
3. Effect of Cost reduction (£000) on MTFS
Financial Year
2020/21
2021/22
2022/23
2023/24

Capital Profile

Additional Annual
Cost reduction

Incremental Effect upon
Pressures

400
100
0
0

(92)
(131)
0
0

(92)
(223)
(223)
(223)

4. Funding Sources
Savings have previously been set-out under the 2020/21 MTFS report and are enabled through these works
No specific funding has been identified for these works to date.
Subject to approval work will be undertaken to identify potential sources.
Should no alternative resources be available the estimated internal financing cost is £26,650 per annum.

1. General Information
Service Area

CS / HASC

Ref

E

Department

-

Description

Framework-i Replacement - (Hardware & Licencing)

One off cost estimate

£2,200,000

Equalities Impact Assessment

TBC
2. Detailed Proposal

This proforma should be read in conjunction with the Flexible Use proposal for £2.8m, providing a
combined £5m total project cost.
The Royal Borough of Greenwich is seeking to replace the case management system used by both Children’s
Services and Health and Adult Services, a business-critical system to health and social care service provision
across the two Directorates.
RBG currently uses Frameworki, supplied by Servelec (formerly CoreLogic), and has done since 2004. It was
amongst the first London Boroughs to deploy Frameworki. The current contract between RBG and Servelec
is due to expire in June 2020, having been extended for a further two-year period in 2018.
Servelec published a new case management system, Mosaic, in July 2017 and this is now their principal IT
solution in the provision of Social Care. All other Local Authorities previously using Frameworki have
transitioned to more modern and fit-for-purpose case management systems. RBG is now the last instance of
Frameworki in any Local Authority in the country, and one of the last two instances across Europe. The
Council is exploring options to migrate to Mosaic for a period of 2 years.
This bid relates solely to the hardware, licencing and first years maintenance support for a new system.
Revenue Budget
Finance Code
-

Description
-

Budget
£m

Budget (Surplus) /
Pressure
£m

-

-

Service Impact
Replacement of the system will facilitate service improvements and enable savings to be realised through
improved efficiency, productivity and more informed decision making.

3. Effect of Cost reduction (£000) on MTFS
Financial Year
2020/21
2021/22
2022/23
2023/24

Capital Profile

Additional Annual
Cost reduction

Incremental Effect upon
Pressures

0
1,200
1,000
0

0
0
0
0

0
0
0
0

4. Funding Sources
No specific funding has been identified for these works to date.
Subject to approval work will be undertaken to identify potential sources.
Should no alternative resources be available the estimated internal financing cost is £1,135,000 per annum.

1. General Information
Service Area

DRES

Ref

F

Department

Capital Projects and Property Maintenance

Description

The Woolwich Centre – LED Lighting Upgrade

One off cost estimate

£600,000

Equalities Impact Assessment

TBC
2. Detailed Proposal

There is a corporate pressure arising from utility costs across the corporate estate. With energy prices
continuing to rise, this pressure will increase year on year in-line with inflation.
A number of adjustments within the Woolwich Centre have been undertaken to mitigate against these cost
increases; however, a further savings opportunity is seen in the from low energy LED lighting within the
building.
A small-scale trail of the technology has been undertaken and roll out is recommended to enhance both the
cost saving and CO2 reduction, with the latter contributing to the Councils Carbon Commitment.
Revenue Budget
Finance Code

Description

3412031/12xxx

Woolwich Centre

Budget
£m

Budget (Surplus) /
Pressure
£m

3.085

0.220

Service Impact
Reduction in budget overspend positing and short-term mitigation for utility cost rises.

3. Effect of Cost reduction (£000) on MTFS
Financial Year
2020/21
2021/22
2022/23
2023/24

Capital Profile

Additional Annual
Cost reduction

Incremental Effect upon
Pressures

250
250
0
0

0
(61)
(61)
0

0
(61)
(122)
(122)

4. Funding Sources
No specific funding has been identified for these works to date.
Subject to approval work will be undertaken to identify potential sources.
Should no alternative resources be available the estimated internal financing cost is £46,150 per annum.

1. General Information
Service Area

DRES

Ref

G

Department

Capital Projects and Property Maintenance

Description

Birchmere Business Centre – Mezzanine

One off cost estimate

£1,328,000

Equalities Impact Assessment

N/A
2. Detailed Proposal

A broad range of services are delivered from Birchmere making it a business-critical site for the council. Since
opening in 2000 site utilisation has grown substantially, with very little capital investment resulting in building
fabric condition issues.
A two-phase programme of works is being considered for Birchmere, as follows, with this bid for phase 1
works only;
 Phase 1: Mezzanine remodelling, refurbishment and health & safety works;
 Phase 2: Roof replacement, solar panels, vehicular electrification and road & parking works.
The Mezzanine remodelling / refurbishment is mainly required under the Health & Safety at Work Act, to
ensure that the area is fit for purpose. Subject to approval works will be undertaken during summer 2020.
The cost is estimated at £1.328m and includes roof replacement to 15% of the overall roof area.
Revenue Budget
Finance Code
3414001

Description
Birchmere Site

Budget
£m

Budget (Surplus) /
Pressure
£m

1.051

0

Service Impact
Works include urgent health and safety works, which are required for the continued occupation of the
mezzanine and associated areas.

3. Effect of Cost reduction (£000) on MTFS
Financial Year
2020/21
2021/22
2022/23
2023/24

Capital Profile

Additional Annual
Cost reduction

Incremental Effect upon
Pressures

1,100
228
0
0

0
0
0
0

0
0
0
0

4. Funding Sources
£500,000 of the £1,328,000 cost estimate was approved as part of the 2019/20 Capital Strategy. No specific
funding has been identified for the balance of £828,000.
Subject to approval work will be undertaken to identify potential sources.
Should no alternative resources be available the estimated internal financing cost is £44,100 per annum.

1. General Information
Service Area

H&SC

Ref

H

Department

Community Safety & Environment

Description

CCTV – Equipment Replacement & Upgrade

One off cost estimate

£1,250,000

Equalities Impact Assessment

TBC
2. Detailed Proposal

This scheme is for the essential upgrade and modernisation of the Royal Borough's Safer Spaces CCTV. This
includes replacement and improved resilience of the current infrastructure, review & digitisation of over 200
PTZ cameras over a 3 year period, and appropriate use of artificial intelligence/machine learning to improve
threat identification and wider efficiency/effectiveness of the service. Funding would also enable the service
to explore, and if beneficial, purchase rather than rent supporting radio equipment, necessary for crime &
disorder reduction, partnership working, and officer safety. This scheme is submitted the context of
population growth, significant migrant movement, increased transport infrastructure and anticipated focus on
the Royal Borough with the impact of high profile events and developments. This bid does not consider
upgrade to / linkage with HRA funded cameras and those employed for protection of RBG premises. These
will be subject to future bids as required.
Revenue Budget
Finance Code
F402040

Description
CCTV Service

Budget
£m

Budget (Surplus) /
Pressure
£m

0.939

0

Service Impact
The Royal Borough of Greenwich operate a 24/7, 365 days per year CCTV provision, working in partnership
with the Metropolitan Police. The Safer Space CCTV team currently operates over 200 Pan Tilt and Zoom
(PTZ), and over 500 static, fixed cameras along with a small number of mobile units in support of
enforcement activity & taskings.
Consultation will be required with partner agencies and members on the upgrade and any enhancements to
the service.
3. Effect of Cost reduction (£000) on MTFS
Financial Year
2020/21
2021/22
2022/23
2023/24

Capital Profile

Additional Annual
Cost reduction

Incremental Effect upon
Pressures

250
500
500
0

0
0
(40)
0

0
0
(40)
(40)

4. Funding Sources
No specific funding has been identified for project cost.
Subject to approval work will be undertaken to identify potential sources.
Should no alternative resources be available the estimated internal financing cost is £283,650 per annum.

1. General Information
Service Area

DRES & H&SC

Ref

I

Department

-

Description

20 Calderwood Street - Remodelling

One off cost estimate

£150,000

Equalities Impact Assessment

TBC
2. Detailed Proposal

Works to Calderwood St office that accommodates the Parking, Warden and CCTV team to remodel and
improve the space
- Improved accommodation to provide fit for purpose facilities to support the future operating models of
the services.
- Existing H&S issues associated with the office environmental conditions and compliance with the H&S at
work act are resolved.
- More efficient use of the space due to suitable facilities providing office, briefing and rest spaces.
- Improved morale due to improved office environment that has suffered with under investment and is now
tired and in need of work.
Revenue Budget
Finance Code
3412019

Description
20 Calderwood
Street

Budget
£m

Budget (Surplus) /
Pressure
£m

0.064

0

Service Impact
Works are required to remodel the premises to accommodate staff and new service operating models for
both the CCTV and parking enforcement teams.
3. Effect of Cost reduction (£000) on MTFS
Financial Year
2020/21
2021/22
2022/23
2023/24

Capital Profile

Additional Annual
Cost reduction

Incremental Effect upon
Pressures

100
50
0
0

0
0
0
0

0
0
0
0

4. Funding Sources
No specific funding has been identified for project cost.
Subject to approval work will be undertaken to identify potential sources.
Should no alternative resources be available the estimated internal financing cost is £8,000 per annum.

1. General Information
Service Area

Corporate

Ref

J

Department

-

Description

Priority Investment Programme - Contingency

One off cost estimate

£10,000,000

Equalities Impact Assessment

N/A
2. Detailed Proposal

This proposal is to establish a programme wide contingency to be held against the Priority Investment
Programme, which will provide alignment with other capital programmes that are managed and delivered
across the council.
The Priority Investment Programme is a collection of high priority schemes that, prior to the approval of the
2019/20 Corporate Capital Strategy, were approved on a largely scheme by scheme basis. Consequently, no
capacity has been built into the programme to provide a financial facility for scheme development and to
offset potential cost pressures.
Given the diverse, strategic and conceptual nature of projects being delivered via this programme the
establishment of a programme wide contingency is recommended; enabling longer term resource planning
and the ability to financially react to emerging matters between reporting periods.
Drawdown of, and reimbursement to, the programme contingency will be subject to change control
procedures and utilisation will be in accordance with the constitution and capital governance processes
including the Scheme of Delegation and Contract Standing Orders.
Revenue Budget
Finance Code
Yxxxxxxxx

Description
-

Budget
£m

Budget (Surplus) /
Pressure
£m

0

0

Service Impact
None
3. Effect of Cost reduction (£000) on MTFS
Financial Year
2020/21
2021/22
2022/23
2023/24

Capital Profile

Additional Annual
Cost reduction

Incremental Effect upon
Pressures

1,500
2,000
2,000
2,000

0
0
0
0

0
0
0
0

4. Funding Sources
No specific funding has been identified for the programme contingency. Subject to approval an initial
resource review will be undertaken to identify potential funding sources. Further reviews will then be
undertaken at financial close each year.
Should no alternative resources be available the estimated internal financing cost is £532,650 per annum.

Appendix C
Flexible Use Bids

Reference

Department

Description

Savings

Cost
2019/20 2020/21

2021/22

2022/23

2023/24

Linked
to
MTFS

SafeCore – Adolescent to Parent
Violence Pilot

(1.32)

0.00

0.00

0.55

0.63

0.77

SEN Transport Project

(0.18)

0.00

0.58

1.25

1.36

1.36

C&E

Dog Bins from Parks

(0.01)

0.00

0.00

0.02

0.02

0.02

6

C&E

Maryon Wilson park – Park Ranger

(0.01)

0.00

0.01

0.01

0.01

0.01

9

C&E

Self-Managed Bowls Club

(0.04)

0.00

0.02

0.04

0.04

0.04

10

C&E

Self-Managed Allotments

(0.14)

0.00

0.01

0.01

0.01

0.01

11

C&E

Remove 50% of formal bedding

(0.01)

0.00

0.04

0.04

0.04

0.04

12

C&E

Reduce grass cutting frequency

(0.03)

0.00

0.12

0.12

0.12

0.12

18

H&SC

Safer Space Wardens

(0.04)

0.04

0.02

0.02

0.02

0.02











19

H&SC

(0.06)

0.00

0.06

0.06

0.06

0.06



22

H&SC

(0.14)

0.00

0.04

0.04

0.04

0.04

23

C&E

Waste & Streets Advisor

(0.12)

0.00

0.03

0.03

0.05

0.05

25

C&E

CRM & Whitespace Integration

(0.20)

0.00

0.00

0.03

0.03

0.03

3

CS

4

HASC

5

Digitalisation – License applications and
payments (Env Health)
Dynamics, Housing Repairs and Civica
Integration





Reference

Description

Cost

2019/20 2020/21

2021/22

2022/23

2023/24

Linked
to
MTFS

26

C&E

Whitespace Efficiency – Worksheets

(0.02)

0.00

0.01

0.01

0.01

0.01

27

C&E

CPC Training – LGV License

(0.02)

0.06

0.07

0.07

0.07

0.07

42

H&SC

Analytical Software – Front Door

(0.07)

0.00

0.01

0.05

0.10

0.11





44

HASC

Newton Phase 2 (Design,
Implementation and departmental
support)

(4.41)

0.00

2.00

2.00

2.00

2.00



46

H&SC

Enviro Crime – Covert Fly Tipping
Cameras

(0.03)

0.00

0.00

0.00

0.00

0.00



47

C&E

Park Gates Locking

(0.01)

0.00

0.02

0.02

0.02

0.02

48

C&E

Continuous Improvement Hub

(0.04)

0.00

0.00

0.00

0.00

0.00

49

C&E

Digital Transformation - Seed funding

(0.50)

0.00

0.00

0.00

0.00

0.00

50

HASC & CS

Framework-I replacement

(2.80)

0.00

0.00

0.00

0.00

0.00

51

C&E

Staff Initiatives

(0.50)

0.00

0.00

0.00

0.00

0.00

(10.70)

0.10

3.04

4.37

4.63

4.78

TOTAL







Flexible Use of Capital Receipts - Schedule
Description

Demand Management Projects
Building a Fairer Greenwich
- Community Expectations
- Transactional (Business processes)
- Organisational Development (inc
Agile)
- Improved Effectiveness and
Efficiency in Commissioning
Outcomes for People
- Income Optimisation
- Delivering Capacity and Continuous
Improvement
Total

Investment for
Change Oct ‘19

Investment for
Change Feb ‘20

Total
Investment

£m
2.192
1.500

£m
£10.620
0.040

£m
11.532
1.540

£3.692

£10.700

£13.072

Target Savings
19/20-23/24
£m
(21.125)
TBC (enabling)

Appendix D

Corporate Capital
Strategy

FEBRUARY 2020

ROYAL BOROUGH OF GREENWICH

Capital Strategy – February 2020

Contents
1. INTRODUCTION

3

1.1 PURPOSE OF THE CAPITAL STRATEGY
1.2 EXECUTIVE SUMMARY

3
4
5

2. PURPOSE OF CAPITAL INVESTMENT

6

2.1 DEFINITION OF CAPITAL EXPENDITURE
2.2 THE IMPORTANCE OF ASSET PLANNING
2.3 CAPITAL INVESTMENT OBJECTIVES

6
6
9
12

3. DELIVERING CAPITAL INVESTMENT

13

3.1
3.2
3.3
3.4
3.5
3.6
3.7

13
13
16
17
19
20
21

INTRODUCTION
FORMULATION AND APPROVAL OF THE CAPITAL PROGRAMME
GATEWAY PROCESS FOR INDIVIDUAL PROJECTS
SKILLS AND RESOURCES NEEDED TO DELIVER
ALTERNATIVE DELIVERY MODELS
ATTITUDE TO RISK
FACILITATING DELIVERY

23
4. CAPITAL FUNDING STRATEGY

24

4.1 FUNDING OF THE CAPITAL PROGRAMME
4.2 THE MANAGEMENT OF DEBT AND BORROWING
4.3 REVENUE IMPLICATIONS OF CAPITAL EXPENDITURE

24
28
31
35

5. COMMERCIAL ACTIVITY

36

ANNEX 1 – GATEWAY PROCESS

38

ANNEX 2 – PLAN OF ACTION

40

ANNEX 3 – CAPITAL PROGRAMME – 2019/20-2028/29

41

Page 1 of 41

Capital Strategy – February 2020

Section 1 - Introduction

ROYAL BOROUGH OF GREENWICH

Page 2 of 41

Capital Strategy – February 2020

1. Introduction
1.1

Purpose of the capital strategy

The sustained squeeze on public spending makes it ever more important for the Council to
deploy its resources economically, efficiently and effectively so that it can continue to
provide value for money high quality services to residents, visitors and partners. Capital
assets are the Council’s most valuable resource, other than its staff. How capital resources
are deployed, and capital assets are developed, is therefore a key part of the Council’s
strategic planning.
This capital strategy forms the foundation of the Council’s long-term planning and delivery
of its capital investment. It sets the parameters for the capital programme, which will be
updated each year, helping to ensure that capital resources are used efficiently to achieve
the best possible outcomes within constrained budgets.
The Prudential Code for Capital Finance in Local Authorities (‘the Code’) sets a framework to
ensure that the capital expenditure plans of local authorities are affordable, prudent and
sustainable. The Code, which is published by the Chartered Institute of Public Finance and
Accountancy (CIPFA), has legislative backing. As part of the prudential approach the Code
requires authorities to have in place a capital strategy. It says:
‘In order to demonstrate that the authority takes capital expenditure and investment
decisions in line with service objectives and properly takes account of stewardship,
value for money, prudence, sustainability and affordability, authorities should have in
place a capital strategy that sets out the long-term context in which capital
expenditure and investment decisions are made and gives due consideration to both
risk and reward and impact on the achievement of priority outcomes.’
In addition to the Code, with its focus on financial and risk management issues, CIPFA has
published Capital Strategies and Programming, which considers in more detail the practical
issues involved in capital planning and delivery. This strategy has been prepared considering
the guidance in both these publications.
The approval and implementation of this strategy should help to ensure that:








capital investment is targeted towards supporting the Council’s corporate objectives
the stewardship of assets is properly considered in capital planning
capital investment is prudent, sustainable and affordable and provides value for money
members and senior officers have a common understanding of the long-term context in
which investment decisions are made and all the financial risks to which the Council is
exposed
capital projects are delivered on time and within budget
there is improved transparency at programme level along with a clear process for
member engagement
the Council is seen as an exemplar of good practice in its capital planning.
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1.2

Executive summary

The capital strategy forms the foundation for the long-term planning of capital investment,
building upon existing principles and processes successfully deployed in the delivery of the
Council’s diverse and ambitious capital programme. This is based on sound asset and
resource planning, which looks across the whole asset base. Clear capital investment
objectives, considering the need to fulfil statutory duties, the desire to pursue corporate
priorities and the need to respond to demographic and other changes are reflected
throughout.
The Council will maintain coherent processes for:




formulating the capital programme with clear criteria to ensure that capital investment
continues to be directed towards meeting corporate objectives
approving and amending the capital programme and for scrutinising decisions relating to
capital planning.
Monitoring and managing the capital programme, including a clear project gateway
process from outline project brief to a lessons learned final report. There will also be
an on-going cycle of outcome testing review.

The convergence process for the formulation of rolling multi-year capital programme has
commenced and is overseen by the Capital Board, leading to the annual approval by Cabinet
each February.
In order to successfully deliver the capital programme, the Council will:





continue to ensure it has the skills and expertise needed
further strengthen the corporate programme management function
streamline governance, monitoring and reporting processes
ensure the sound financial position is maintained through sustainable deployment of
resources.

The Council will maintain a measured approach to risk, particularly in relation to:




the use of alternative models for the delivery of capital investment
the incurring of other long-term liabilities
capital investment for commercial return.

Such proposals will, as far as practicable, be subject to the same evaluation process as for
capital schemes.
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2. Purpose of capital investment
2.1

Definition of capital expenditure

Capital expenditure is spending on assets that will provide a benefit beyond the current
financial year. This is distinct from revenue expenditure, which relates to the day-to-day
costs of running services. Because it provides a long-term benefit, capital expenditure is also
known as capital investment.
Capital expenditure includes spending on:




Purchase of new assets
Creation of new assets
Enhancing and/or extending the useful life of existing assets.

A more detailed definition of capital expenditure, as it applies to UK local authorities, is
contained in the Practitioners’ Guide to Capital Finance in Local Government (CIPFA, 2019).
Table [1] provides some real examples from the borough of different types of capital
expenditure.
Table [1] – Examples of Capital Expenditure by the Council
Type of capital expenditure
Examples
Purchase of new assets
Acquisition of street properties
Purchase of vehicles
Creation of new assets
Construction of Eltham Cinema
Enhancing existing assets
Boiler and roof renewal at housing estates and
schools
Long-term financial investments
Purchase of Nelson House
The Council has an adopted policy on the treatment of expenditure as capital
(capitalisation). This sets a threshold of £10,000 below which most expenditure that would
otherwise come within the definition of capital is treated as revenue. The Council’s policies
on depreciation and componentisation are set out in notes to its published accounts.

2.2

The importance of asset planning

Introduction
Capital planning is principally about investment in assets and should therefore be founded on
sound asset planning. It is only by looking across the whole asset base that cost-effective
decisions can be made about capital investment priorities and about disposal of assets. Asset
planning will therefore be joined up with capital planning and will be at the heart of the
Council’s decision-making.
The goal of asset planning is to align the asset base with the Council’s corporate objectives.
The ability to realise this goal is constrained by:
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The sufficiency, suitability and condition of the existing asset base
The capital resources available for investment
The revenue resources available to meet running and other costs.

The Council’s asset planning will be underpinned by four strategies:
 the Transport Strategy
 the Housing Strategy
 the Greenwich ICT Strategy
 the Property Asset Strategy
These four strategies cover a significant proportion of the Council’s land, buildings and
infrastructure assets. The Capital Board will be responsible for areas of asset planning, such
as for vehicles.
The consultation draft of the Transport Strategy was approved by Cabinet in March
2018. Following the completion of public consultation, the final version will be put to
Cabinet for approval in 2020. The strategy sets out the projects required to deliver the
transport vision. These are divided into those that can be delivered within a five-year
timescale and within existing funding, those to be delivered by 2031 and those that are
aspirational. Capital expenditure proposals arising from this strategy will be developed and
considered as part of the process set out in Section [3.2].
Cabinet agreed in principle, the five priorities of the Housing Strategy in March 2018.
The priorities being:
 Priority 1. Ensuring the supply of genuinely affordable homes
 Priority 2. Support for specific housing needs
 Priority 3. Safe and high-quality homes for all
 Priority 4. Preventing homelessness
 Priority 5. Building inclusive and sustainable communities and neighbourhoods
The Greenwich ICT Strategy was adopted in 2014. The strategy sets out the direction
to establish ICT as a core part of the decision-making process. Technology, therefore,
needs to (a) be a core enabler of the business of the Council, by understanding and
transforming the business; (b) provide a reliable and stable Business-As-Usual service; and
(c) be sufficiently modern and able to leverage the benefits of new and modern technology
trends. These three pressures, are disparate and pull an ICT service in different directions,
often at the expense of the other. The aim of the strategy is to coordinate and set proper
governance in place in order to facilitate those pressures.
The Property Asset Strategy was adopted by Cabinet in February 2019. The strategy
sets a broad strategic direction for the Council’s property over the long term to ensure the
portfolio is optimised to meet the Council’s objectives. It covers all the Council’s nonhousing land and buildings.

Page 7 of 41

Capital Strategy – February 2020

Asset management plans
From time to time the Council may develop asset management plans for specific groups of
assets or for individual assets. These should be consistent with the relevant asset strategy,
i.e. the Property Asset Strategy in the case of non-housing property assets and specify how
the strategy is to be implemented for the assets in question.
The process for prioritising capital investment should consider the information provided in
asset management plans. Again, the new Capital Board will be responsible for ensuring this
is the case.
Relationship between asset planning and capital planning
Asset planning and capital planning are inextricably linked at both the strategic and the
operational level. This is illustrated in Table [2], which summarises the overlap between the
asset strategy and the capital strategy.
Table [2] – Summary of Overlap between Asset Strategy and Capital Strategy
included in:
Asset strategy
Capital strategy
Purchase and construction of new
Yes
Yes
assets
Investment in existing assets
Yes
Yes
Day-to-day management of existing
Yes
No, but costs of
assets
operating assets
should be taken into
account
Disposal and transfer of assets
Yes
Yes
Financing capital expenditure
No, but disposals strategy
Yes
will affect capital resources
Investment in existing assets
The Council recognises the importance of maintaining and developing its existing assets as
well as investing in new assets. This requires consideration of the cost of ongoing
maintenance and meeting any maintenance backlogs. A significant proportion of capital
resources need to be directed towards investment in existing assets so that the Council can
continue to provide high quality services and reduce the operating costs of assets.
Disposals and transfers
The Council’s disposals policy is set out in Section [4.3] of the Property Asset Strategy.
Property board will be responsible for ensuring that assets that are surplus to requirements
in accordance with the criteria set out in that policy are identified and presented to Capital
Board. Capital Board will then recommend to the relevant decision maker which assets
should be disposed of.
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The Council normally disposes of assets at market value to maximise the capital receipts. It
has previously transferred some heritage buildings, such as Charlton House, to trusts to
achieve a service objective, but in future will normally sell such assets at market value and, if
appropriate, pay a grant to the relevant organisation. This will make subsidies more
transparent.
Cabinet has previously approved a number of asset disposals which are yet to be carried
out. Receipts from these disposals are already factored into the anticipated resources within
the Capital Programme, unless otherwise stated.

Reducing the need for capital spending
The need for investment in particular assets or types of assets can be reduced by:



intensifying the use of assets
managing demand for services.

Hot desking is one example of how the use of assets can be intensified. It enables the overall
amount of office accommodation to be gradually decreased, thus reducing the planned
maintenance bill and making capital receipts available. However, the process needs to be
carefully managed to avoid a negative impact on staff morale and productivity.
In some cases it may be appropriate to manage demand for services in order to ensure that
both revenue and capital resources are targeted at providing services to those who need
them most. One example of this is the eligibility criteria for passenger transport for
vulnerable children and adults.
The new Capital Board will ensure that options for intensifying the use of assets and
managing demand for assets are considered, where appropriate, when new projects are
being proposed.
Review of ongoing costs
The cost of operating assets should be taken into account in determining whether to invest
in, dispose of or replace existing assets and whether to purchase or construct new assets.
This forms part of the consideration of the revenue implications of capital expenditure,
which is discussed in Section [4.3].

2.3

Capital investment objectives

The purpose of capital investment is to ensure that the Council has the assets it requires to
meet corporate objectives. This means fulfilling its statutory duties, pursuing priorities set
out in corporate plans and providing services in accordance with Council policies. It also
requires the Council to be responsive to demographic changes, new legislation and other
external drivers.
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The process for determining capital investment priorities in accordance with corporate
objectives is described in Section 3.2. Ensuring that the evaluation criteria reflect those
objectives is a key part of that process.
Statutory duties
The Council must ensure it fulfils its statutory duties as a local authority. This requires
ongoing capital investment both to maintain existing assets and to meet changing needs.
The need to fulfil statutory duties is taken into account in the criteria that the Council uses
to evaluate proposals for capital projects.
Corporate priorities
The Corporate Plan 2018-2022 sets out the Council’s vision and priorities for the next four
years under the following eight themes:









A Healthier Greenwich
A Safer Greenwich
A Great Place to Grow Up
Delivering Homes through Economic Growth
A Cleaner, Greener Greenwich
Economic Prosperity for All
A Great Place to Be
A Strong Vibrant and Well-Run Borough.

Between five and eight objectives are set out under each theme. These objectives will be
translated into proposals for action through directorates’ service plans, which are being
revised in accordance with the Corporate Plan. Such proposals may include capital
investment. For example, proposals to meet the objective ‘to encourage young families to
stay in the borough’ could include capital schemes to provide housing suitable for young
families and to create new nursery places.
The need for investment to meet statutory duties is not necessarily in competition with the
desire to direct investment towards other corporate priorities. For example, the Corporate
Plan objective ‘to continue to invest in upgrading our libraries’ supports the statutory duty
‘to provide a comprehensive and efficient library service for all persons’.
The Corporate Plan priorities are included in the criteria that the Council uses to evaluate
proposals for capital projects. These evaluation tools will be reviewed from time to time to
ensure alignment with corporate objectives.
Other Council policies
Other Council policies, plans and strategies are also relevant to capital planning. The
declaration of a Climate Emergency in June 2019 is leading to the development of an
emerging Carbon Neutral Plan. This will have a significant impact upon the development of
future Capital Strategies and asset plans, with investment in energy efficiency measures
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across the corporate and housing estate and low carbon technologies expected to
contribute to meet the 2030 zero carbon commitment. Social value is of further relevance
because approximately one third of the Council’s procurement by value is driven by capital
schemes. Other relevant policies, include the Greener Greenwich Strategy 2016, the
Voluntary & Community Sector Strategy, the Social Mobility Strategy 2018-22 and the Parks
& Open Space Strategy 2017.
Council policies are taken into account in the criteria that the Council uses to evaluate
proposals for capital projects.
Demographic and other changes
Demographic, economic and social changes that affect the borough create a need for new
infrastructure, including social housing, highways, school places, parks and recreation
facilities. Infrastructure planning is therefore also a key component in the determination of
capital investment priorities. This is clearly recognised in the Corporate Plan priorities,
particularly under the themes Delivering Homes Through Economic Growth and Economic
Prosperity for All.
Section [2.1] (Influences for Change) of the Property Asset Strategy provides more detail
about national, regional and local factors that are driving change in the borough and to
which the Council must respond.
Other external factors will from time to time affect capital investment priorities. These
could include:



central government initiatives and legislation
events, such as the Grenfell fire.

The existence of various external drivers requires a degree of flexibility in how the Council
prioritises the use of capital resources. There is therefore a need for the capital strategy to
be reviewed from time to time so that it can be adapted to reflect changing priorities.
The impact of demographic and other changes is taken into account in the criteria that the
Council uses to evaluate proposals for capital projects.
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3. Delivering capital investment
3.1

Introduction

In order to deliver capital investment in accordance with corporate objectives the Council
will:







maintain a coherent process for formulating, approving, amending and monitoring the
capital programme and also for scrutinising decisions relating to capital planning
maintain a robust gateway process for individual projects to progress
ensure it has the skills and resources needed to deliver
use alternative delivery models appropriately
carefully consider what risks are worth taking, depending on the rewards, and ensure
risks are managed properly
streamline governance, monitoring and reporting processes to facilitate delivery.

These themes are explored in Sections [3.2] to [3.7].

3.2

Formulation and approval of the capital programme

Development of the capital programme
The Council has moved towards a new consistent corporate process for developing a
rolling multi-year capital programme. This operates on an annual cycle with clear timescales,
clear information requirements and clear evaluation criteria. The purpose of the new
approach is to ensure that capital resources are directed towards supporting schemes that
best meet corporate objectives and that capital projects are deliverable.
The Capital Board will consider project proposals and decide whether to recommend they
should be included in the capital programme.
A second tier of programme boards are responsible for developing programmes for specific
service areas, such as schools, and will carry out an initial filtering process to reduce the
number of project proposals that are considered by Capital Board. Capital Board may also
delegate to the relevant programme board responsibility for further consideration of project
proposals against a block allocation, particularly where capital resources are ring-fenced or
it is considered desirable to treat them as ring-fenced.
The annual cycle with indicative dates, is as follows:
March - Capital Board to invite project proposals and to set parameters including:





timetable for the cycle including deadlines for submissions
indication of overall level of resources expected to be available to allocate
standard information that must be submitted for each project proposal
evaluation criteria that will be used to prioritise projects
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March – July – project boards to consider outline project briefs and shortlist those to be
submitted to Capital Board
July – deadline for Capital Board to consider project briefs
July – November – feasibility studies commissioned and carried out where required
July – December – member engagement
December – deadline for Capital Board to consider business cases and to recommend to
Cabinet which projects should be included in the capital programme
February – Cabinet to approve the capital programme for the following and subsequent
financial years.
The first annual cycle commenced in 2019 with an invitation to submit proposals for
approval by Cabinet in February 2020. Requests for new project proposals to be progressed
in advance of this cycle will be considered in accordance with the process set out below
under the heading ‘Amendments to the programme’.
More detail about the process for individual projects to progress, including the content of
project briefs and business cases is provided in Section 3.3.
Evaluation of project proposals
The Council uses evaluation criteria to determine in principle whether a project should be
prioritised. Project boards will use these at Gate 1 to filter project proposals and reduce
the number that are submitted to Capital Board. This will avoid effort being wasted on
developing low priority projects. The criteria will also be revisited by Capital Board as part
of the information it considers at Gates 2 and 3.
The criteria will be used to provide an indication of the contribution a proposed project is
expected to make to meeting Council priorities. The criteria will be continually reviewed
and amended as appropriate to reflect lessons learned from applying it in practice, as well as
changing priorities and external factors.
At Gate 1 the relevant project board will also check that the proposal meets the definition
of capital expenditure and is consistent with the Council’s policy on capitalisation.
In addition to the evaluation criteria, Capital Board, in evaluating project proposals, will
consider:



the whole life cost implications of the proposed scheme, including those arising from
ongoing maintenance requirements, both capital and revenue
readiness to deliver so that projects accepted into the programme can realistically be
delivered in accordance with the timescales indicated by the phasing of the project
within the multi-year programme.
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Community Engagement and Consultation
Matters relating to capital investment and financing will be carried out in accordance with
the Council’s general principles on community engagement and consultation. Running
alongside this there will be frequent Chief Officer/ Lead Member engagement undertaken.
Formal approval of the capital programme
Cabinet will approve the rolling multi-year capital programme at the same meeting each year
when it recommends the revenue budget to full Council for the following financial year. The
two decisions need to be taken at the same time, as part of the Council’s medium-term
financial planning, because of the revenue implications of capital expenditure, which are
described in Section [4.3].
A consolidated programme, covering the ten year planning horizon is put to Cabinet at the
same meeting at which Cabinet agree to recommend this strategy to full Council.
Where individual schemes are formally approved for acceptance into the capital programme,
the capital budgets for the relevant financial years will also be deemed to have been
approved. However, where a block allocation is approved as part of the programme, then a
further decision may be required, in accordance with the scheme of delegation, to approve
the capital budgets for individual schemes.
The Leader’s Scheme of Delegation and Financial Procedures set out levels of authorisation
for project approval.
Scrutiny
In line with arrangements for treasury management, the independent Audit and Risk
Management Panel will take on the role of pre-scrutiny relating to the capital programme.
Amendments to the programme
Amendments to the programme, which will require formal approval by the relevant decision
maker in accordance with the scheme of delegation, could include:





addition of a scheme to the programme outside the annual cycle (see below)
deletion of a scheme from the programme, e.g. because it is no longer required or
because it is being postponed beyond the timeframe of the current programme
changes to the overall capital budget of a scheme included in the programme
changes to the timing of a scheme included in the programme, e.g. moving the capital
budget from the first to the second year of the multi-year programme.

In some cases there may be a compelling reason why a proposed scheme should be
progressed outside the annual cycle, e.g. urgent work is required due to an unforeseen
event. For such proposals to be considered the project sponsor will be required to submit a
project brief to Capital Board, including an explanation of why the proposal should be
progressed ahead of the next annual cycle. The process for Capital Board to consider the
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proposal and decide whether to recommend that it should be included in the capital
programme will be similar to that specified above for the annual cycle, although Capital
Board may agree to expedite the process where appropriate.
Monitoring of the programme
In order to ensure that capital investment is delivered on time and within budget and that it
meets corporate objectives, the Council will:



carry out corporate capital monitoring
apply the gateway process described in Section 3.3 to individual projects.

The Chief Finance Officer will be responsible for ensuring that there is a consistent system
for capital monitoring across the directorates. The programme boards will monitor their
schemes on a monthly basis, using a Red-Amber-Green (RAG) rating for issues and risks.
Capital Board will monitor the programme on a quarterly basis and consider:



the overall financial position
issues highlighted as red or amber by the programme boards.

Cabinet will then review delivery of the capital programme twice per year as follows:



July – consideration of outturn for previous financial year
December – mid-year review of progress for the current year.

The focus of corporate capital monitoring is necessarily on whether projects are being
delivered on time and within budget. It is therefore important that there is a complementary
process to ensure that projects meet corporate objectives. This will be done by:



3.3

requiring clear descriptions in business cases of how the proposed project is expected
to contribute to corporate objectives
requiring project sponsors to describe in lessons learned reports the extent to which
the project has meet the intended objectives.

Gateway process for individual projects

The Council continues to embed a new gateway process, overseen by the Capital Board, for
capital projects to progress. The purpose of this process is to ensure that:
 projects are delivered efficiently
 the process is made easier for smaller and simpler projects
 the Council is protected against risks such as legal challenges
 before a project is accepted into the capital programme
 the costs, benefits and risks are properly assessed
 there is a proper assessment of readiness to deliver
 the procurement route is determined
 projects continue to meet corporate objectives and provide value for money as they
proceed to the delivery stage
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lessons are learned and disseminated across the Council.

The process is set out in detail in Annex 1. In summary there will be six gates as follows:







Gate 1 - outline project brief to the relevant project board
Gate 2 - revised project brief to Capital Board
Gate 3 - business case to Capital Board
Gate 4 - report requesting formal approval for the project to be included in the capital
programme with either approved capital budget or provisional capital allocation
Gate 5 - tender evaluation report requesting formal approval for the award of contract
Gate 6 – lessons learned report to Capital Board.

At Capital Board’s discretion any of Gates 1, 2 and 3 may be combined. This means that a
proposed project will be required to pass between two and four gates before it is accepted
into the capital programme. The information required at each Gate will be commensurate
with the size and complexity of the project in question. Capital Board may also agree that
for the purposes of this gateway process projects may, where appropriate, be combined,
e.g. a programme of roof renewals for buildings of the same type.
In order to ensure that projects are deliverable and cost estimates are realistic, feasibility
studies will be required for all projects unless Capital Board agrees that:



the project is too small for it to be value for money to carry out a feasibility study
the costs can be realistically estimated without a feasibility study, e.g. because the
project is similar to another that has been delivered recently.

The results of feasibility studies, where required, will form part of the information required
to be submitted as part of the outline business case at Gate 3.
As part of the information included in project briefs and in business cases, sponsors will be
required to explain why they have chosen the proposed option to achieve the intended
service objective. The degree of detail that is appropriate will depend on the type of project.
For more complicated projects, a full option appraisal may be required. Capital Board will
decide what is appropriate. Full option appraisal will be carried out in accordance with
recommended good practice, such as that set out in Option Appraisal A Practical Guide for
Public Sector Organisations 2017 Edition published by CIPFA. Where there are different
financing costs and other revenue implications under different options, sponsors will also be
required to set these out in an appropriate level of detail as part of the option appraisal.

3.4

Skills and resources needed to deliver

The Council is keen to ensure that capital projects are delivered on time, within budget and
meet corporate objectives. It also wants to ensure that delivery of the capital programme
generally proceeds according to plan. In order to achieve this it will put in place the
necessary skills and resources as described below.
Strategic

the skills required by elected members and senior
management to determine policy, set strategies, take the
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right decisions, and ensure that the corporate culture
and processes facilitate delivery of capital investment in
accordance with corporate objectives
Asset management

the asset management skills required to support capital
planning by identifying the need to invest in existing and
to reshape the portfolio by investing in new assets and
disposing of existing assets

Programme management

the resources and skills required to oversee and direct
the overall delivery of the capital programme

Core delivery

the core resources and skills – notably project
management, procurement and contract management –
that are needed on a day-to-day basis to deliver capital
investment

Support

the specialist skills – e.g. financial and legal - required to
support core delivery teams

The Council will as part of its workforce development strategy keep under review whether
it has sufficient skills and knowledge in each of these areas.
External treasury management advisers already provide training for new members of the
Audit and Risk Management Panel and for relevant staff after each municipal election. As
part of the plan of action in Annex 2 the Council will consider how this form of training
might be extended to cover capital planning.
The Council will also:




take appropriate steps to ensure skilled staff are recruited and retained
put in additional resources where necessary to facilitate delivery
the Council will also keep under review the extent to which it uses its own employees,
consultants and contractors to deliver.

The Council recognises the importance of retaining a significant in-house delivery team so
that:




there is a core group of people within the wider delivery team who feel loyal to the
Council and committed to delivering its objectives
there is a degree of continuity to enable corporate knowledge to be retained
the in-house team has sufficient skills and resources to:
 know what needs to be delivered to meet Council objectives
 understand technical requirements
 manage external consultants and contractors effectively.

The Council has an in-house team of project managers and has developed this over the past
12 months to provide capacity to deliver the Greenwich Builds programme.
The Council will keep under review:
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whether the resources of the Property Department need to be strengthened in order
to fulfil the corporate landlord function and deliver the programme of disposals
how the decentralised approach to procurement is working, bearing in mind the
specialised skills that are needed to procure construction-related professional services,
such as architects and quantity surveyors, and to procure construction contracts.

Corporate programme management is needed to facilitate delivery of the capital
programme. The Council will aim to minimise the use of over programming (to avoid
slippage in the programme as a whole) because it considers that it is better to:




ensure estimated timescales are realistic
focus on delivery of the multi-year programme rather than achieving a target spend in
each financial year
bring forward high priority projects that are more ready to deliver if other projects are
delayed.

The Council will therefore, as part of the plan of action in Annex 2, strengthen its corporate
programme management function in order to support the work of the Capital Board and
improve delivery. This will cover both general fund and HRA schemes, although the remit of
the corporate function in respect will be more limited for HRA schemes given that the
funding for these is ring-fenced. Both HRA schemes and other major programme areas, such
as schools, also require programme management at the service level. It will also be part of
the remit of the corporate programme management function to ensure this is the case.

3.5

Alternative delivery models

Alternative delivery models may be defined as ways of delivering investment in assets used
to provide Council services other than by means of direct capital expenditure by the
Council. Such models are many and varied, but may include delivering capital investment
through:







PFI contracts
joint ventures
companies owned by the Council
outsourcing contracts
independent companies set up by the Council
shared services where another local authority invests in its own assets used to provide
services on behalf of this Council as well as itself.

Table [3] provides examples of alternative delivery models that the Council has used to
deliver capital investment.
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Table [3] – Examples of Alternative Delivery Models used by the Council
Model
Capital investment undertaken
Greenwich Leisure (an independent notInvestment in leisure centres [some funded
for-profit company)
by capital grant, other, notably lifecycle,
from services fee]
Schools PFI contract
Rebuilding of two secondary schools
NRCs PFI contract
Construction of care homes
Meridian Home Start Ltd (an independent
Construction of affordable housing
not-for-profit company)
Managed services contract for multProvision of multi-functional (printing)
functional (printing)
equipment
The government announced in the 2018 budget that it would no longer be using the PFI
model as it has proven to be inflexible and overly complex.
In addition, as an alternative to securing capital investment in assets, the Council may rent
or take out leases of assets. Currently the Council leases specialist vehicles, which it does
not have the in-house expertise to maintain. It also has leases of some buildings. Accounting
arrangements for leases will change for the financial year commencing 1 April 2020, the
implications of these changes are being reviewed and will be factored into future decisionmaking processes; however, an initial assessment indicates that there will be no material
impact upon the cash position of the Council, but an increase in the CFR and Liabilities
reported at the Balance Sheet date.
In some cases the use of alternative delivery models may result in other long-term liabilities
being incurred. These are discussed in Section [4.2].
The Council will consider the use of alternative delivery models for delivering capital
investment only where there is a clear business case for doing so. The proposed use of such
will come under the remit of the Capital Board and be subject to the evaluation and gateway
processes described in Sections 3.2 and 3.3. Every proposal to use an alternative delivery
model must include an option appraisal comparing the proposed model with delivery
through a conventional capital scheme.

3.6

Attitude to risk

As a public body the Council has an obligation to act prudently, particularly in relation to
financial matters. On the other hand, it may need to take a reasonable level of risk in order
to get things done – to achieve long-term savings through ‘invest to save’ schemes, for
example.
It is essential that elected members and senior officers understand the risk implications
when they are taking decisions about capital expenditure, investments and treasury
management. This is particularly important when alternative delivery models (see Section
[3.5] or commercial activities (see Section [5]) are proposed. It is also essential that risks
are kept under continuous review and managed properly, not only to protect the Council
against financial loss and damage to its reputation, but also to ensure that projects are
delivered.
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The Council’s general policy is to minimise risk, but it recognises that there is a trade-off
between risk and reward and that the potential reward may sometimes justify incurring a
higher risk. The types of scheme where this is most likely to be the case are:



invest to save schemes where there is uncertainty about the exact level of savings that
will be achieved
investment designed to stimulate regeneration and growth, including the provision of
new infrastructure.

In order to ensure that risks are understood and that it has access to knowledge and skills
commensurate with its risk appetite the Council will:







make the consideration of risk part of the remit of the new Capital Board
require business cases to set out potential risks in an appropriate level of detail
depending on the size and complexity of the proposal
where innovative schemes, alternative delivery models or commercial activities are
proposed, require business cases to set out how the Council will source any specialist
knowledge and skills that may be required
require risk registers to be maintained for approved projects and for these to be used
to actively manage risks
ensure that relevant staff receive training in how to manage risk, e.g. as part of a
recognised project management course
where appropriate enable staff to develop knowledge of alternative delivery models
through research and training.

The Council’s attitude towards risk in relation to specific areas and activities is set out
elsewhere in this document as follows:




3.7

treasury management - Section [4.2]
other long-term liabilities – Section [4.2]
commercial activity - Section [5].

Facilitating Delivery

Robust processes for approval, monitoring and scrutiny of the capital programme are
needed, but should be designed and administered in a way that facilitates, rather than
hinders, project delivery. It is important to make monitoring and reporting requirements as
simple as possible for delivery teams, so that they can focus their effort on the activities
required to move projects forward.
In order to facilitate delivery, the Council will seek to:





rationalise and clarify governance processes
standardise the formats of reports, while allowing the detail provided to vary depending
on the size and complexity of different projects
improve the design of templates to make them as user-friendly as possible
be clear about what information is required and when
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ask for no more information than is required
avoid duplication of effort in providing the same information more than once
ensure corporate documents are well thought through and written in plain English
ensure the scheme of delegation, financial regulations and procurement rules are
consistent with each other and are clearly communicated across the organisation
ensure there is good communication between delivery teams and those responsible for
determining and administering the approvals process
ensure those responsible for determining and administering the approvals process have
a good understanding of the specific requirements of capital projects and works
contracts.
ensure finance, procurement and legal teams allocate their resources appropriately, so
that they can provide timely input to the approvals process for capital projects.

The Capital Board will be responsible for taking appropriate steps to achieve these
objectives and in particular to make processes simpler for smaller and more straightforward
projects.
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Section 4 – Capital Funding Strategy

ROYAL BOROUGH OF GREENWICH
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4. Capital funding strategy
4.1

Funding of the capital programme

Funding requirement
The process for determining the size of the programme, and therefore the overall level of
funding required, is iterative because there are two variables – the available funding and the
need to spend – neither of which is fixed. Each influence the other so that the funding
cannot be finalised until the end of the process to evaluate and prioritise projects.
As part of the annual cycle described in Section [3.2] Capital Board will provide an
indication of the overall of resources that it is expected will be available to allocate to new
projects. This should help to prevent time and money being wasted on developing proposals
for projects that have a low prospect of being approved.
Sources of funding
The possible sources of funding for capital expenditure are:





capital receipts
grants and contributions
revenue contributions
borrowing (including bonds).

The extent to which the Council uses each of these sources of funding and intends to use
them in future is set out below.
Figure 1: General Fund - Resourcing 2019/20-2028/29
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Figure 2: Housing Revenue Account Resourcing 2019/20-2028/29

Capital receipts
Local authorities may use capital receipts to fund capital expenditure. Receipts from the sale
of council housing assets (HRA receipts) may only be used to fund HRA capital expenditure,
but other receipts (general fund receipts) may be used to fund any general fund capital
expenditure. In addition, under the government’s flexible use of capital receipts policy,
capital receipts may in some circumstances be used to fund relevant revenue expenditure.
Capital receipts have been a significant source of funding of the Council’s capital expenditure
in recent years and it is expected that this will continue to be the case.
A number of disposals that have been approved previously and which are expected to
generate significant receipts, notably Riverside House, has yet to be realised.
On 22 October 2019 Cabinet set out its initial Flexible Use of Capital Receipts proposals,
with further schemes to be considered by Cabinet in February 2020 alongside this strategy.
Although the expenditure to be funded from this source is revenue expenditure, proposals
for projects to receive this funding have been considered alongside capital project proposals
to ensure that there is an integrated approach to determining priorities for the use of capital
receipts and other capital funding, specifically where they are aligned to the Medium Term
Financial Strategy 2020-2021.
Grants and contributions
The Council receives capital grants from the government for various services and from
Transport for London for highways. Any grant that the Council receives for council housing
(HRA grant) is ring-fenced. The general government grants for capital investment in schools
is not ring-fenced to specific service areas, but there is a risk that the level of grant for
future years will be reduced if the Council spends less than the full amount of the grant on
the service in question. The same may apply to general grants for other services. Specific
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grants, which by definition may only be used for the specified purpose, are also provided by
the government and by other bodies.
Grants have been an important source of funding for the Council’s capital expenditure in
recent years and it is expected that this will continue to be the case. Significant grants in
recent years have been those from the Department for Education for additional school
places and from TfL for highways. The grant from TfL for 2020/21 is £4.0m. However, the
Council will not receive any grant for additional school places in 2020/21. This is because
the DfE assumes that all the required school places will be provided in free schools and
academies, which receive direct funding from the government, or from prior year
allocations. Other significant grants include Disabled Facilities Grant, which is anticipated to
be £2.5m for 2020/21, the grant for maintenance of school buildings and the grants for the
two PFI contracts. The latter are revenue grants but are intended to provide support for
the capital elements of the PFI schemes.
The Building Council Homes for Londoners bid for the Greenwich Builds programme
envisages that £32.6m of the £240m total will be funded from Affordable Housing Grant
provided by the GLA.
Other significant specific grants that the Council has received in recent years include those
from the Marathon Trust and Sport England for investment in sports facilities.
Contributions made as a condition of the granting of planning consent, through Section 106
and the Community Infrastructure Levy (CIL), are a significant source of funding the
Council’s capital spending. The types of capital scheme that can be funded from Section 106
depend on the specific provisions of the agreements for the developments in question.
Those that can be funded from CIL receipts are infrastructure projects which were
previously aligned to the Council’s published Regulation 123 list. Section 123 restrictions
were removed in September 2019 and will be replaced with an annual funding statement.
Section 106 contributions are ring-fenced to fund investment related to the specific planning
agreement from which the contribution has been derived, but CIL contributions are pooled
and may be used to fund investment in any appropriate project. The Council has a
commitment to contribute £15m to TfL as part of the funding arrangements for the fit-out
of the Woolwich Crossrail Station. The funding agreement with TfL sets out that this
amount will be secured by way of the Council’s Crossrail related Section 106 roof tax
(which has secured £8.4m) and a 50 per cent contribution from the borough’s residential
CIL receipts until the £15m contribution is reached. The agreement states that based on
current forecasts it is expected that the financial contribution will be made in full by
2022/23.
Further CIL allocations have been approved in respect of the Digital Infrastructure project
and Greenwich Neighbourhood Growth Fund (GNGF) bids, with the latter securing 15% of
all Borough CIL collected.
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Responsibility for governance controls and monitoring of both CIL and s106 streams is set
out in the Terms of Reference of the Capital Board, with work continuing to achieve
alignment with the Capital Programme reporting process.
In many cases an application must be submitted in order to receive a specific grant, but it
may not be in the Council’s interests to pursue such opportunities because:





it is impractical to investigate all possible opportunities for grant funding
applying for the grants and managing the projects in question can divert delivery
resources away from other projects that are a higher priority
specific grants are sometimes conditional on the Council providing match funding, which
is not then available to meet other priorities
the capital scheme may saddle the Council with long-term operating costs that it cannot
afford.

Revenue contributions
The continuing squeeze on the Council’s funding in recent years has reduced the scope for
revenue contributions to capital expenditure within the General Fund. This is expected to
remain the case for the foreseeable future.
Within the HRA a significant proportion of capital expenditure is financed from revenue
contributions (Major Repairs Reserve), these are reviewed alongside the HRA business plan.
Borrowing
Approved borrowing levels to support the delivery of capital projects are set to increase
over the medium term, mainly driven by the investment in Housing through both the
Temporary Accommodation and Greenwich Builds programme. The Capital Financing
Requirement, which represents the underlying need to borrow for capital purposes, is set
out in the Prudential Indicators appendix, considered at the same time as this strategy.
The borrowing requirement arising from the Capital Strategy and Programme is inextricably
linked to the Council Treasury Management Strategy. Since 2012 the Council has not
undertaken external borrowing, relying on internal reserves to cashflow its borrowing
needs. However, with a need to replenish internal reserves to bolster the Councils financial
resilience a more balanced approach to borrowing will be adopted, details of which are
outlined within the Treasury Management Strategy.
The use of borrowing to support the Councils Capital programme will only be considered
where there is a robust business case to deliver specified corporate objectives; borrowing
will not be deployed for schemes with a sole investment purpose. The impact upon the tax
payer will be considered at all stages, and where practicable, funding streams identified from
outside established base budgets.
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Forecast of capital expenditure and funding
The Council’s forecast of resources to fund the capital programme over the next ten years,
and the commitments against those resources, is set out in Annex 3.

4.2

The management of debt and borrowing

Repayment of debt
There is a statutory requirement for local authorities to calculate and set aside some of
their general fund revenue as provision for debt repayment. This is known as the minimum
revenue provision (MRP). The authority is required to determine an amount of MRP for the
current financial year which it considers to be prudent. Guidance issued by MHCLG
indicates that the period over which debt is repaid should be aligned with the period over
which the capital expenditure provides a benefit.
The Council’s policy on MRP is agreed by full Council in February each year. The key
provisions of the policy for 2020/21 are that:



the MRP for supported borrowing will be 2% per annum so that the whole debt is
repaid over 50 years
the MRP for prudential borrowing will be calculated over the remaining useful life of the
expenditure based on the annuity method, with estimated life periods of 40 years for
land and buildings, seven years for vehicles and 5 years for equipment.

The policy includes further provisions relating to lease, loans and service concessions (e.g.
PFI) and to statutory capitalisations that do not create a fixed asset.
Prudential indicators
In accordance with the Code the Council sets prudential indicators each year in order to
ensure that it acts prudently in relation to borrowing and debt. Full Council is asked to
agree the prudential indicators including authorised limit and operational boundary for the
following three financial years at its meeting when it also considers the revenue budget.
Following the abolition of the HRA borrowing cap in October 2018 there is no longer any
specific restriction on borrowing for investment in housing.
Treasury management
Treasury management can be defined as ‘the management of the local authority’s borrowing,
investments and cash flows, its banking, money market and capital market transactions; the
effective control of the risks associated with those activities; and the pursuit of optimum
performance consistent with those risks’.
Treasury management covers all cashflows, whether related to revenue or capital
transactions. One of its main functions is to ensure there is sufficient cash to fund the
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Council’s capital expenditure. This may involve arranging long or short-term loans or using
longer term cash flow surpluses.
Full Council agreed at its meeting in February 2019 to adopt CIPFA’s Treasury Management
in the Public Services: Code of Practice and Cross-Sectoral Guidance Notes. In accordance
with that code:


the Council maintains:
 a Treasury Management Policy Statement, which sets out the policies and objectives
of the Council’s treasury management activities
 Treasury Management Practices, which set out the manner in which the Council will
seek to achieve those policies and objectives



full Council receives the following each year:
 A Treasury Management Strategy Statement (including the annual investment
strategy) for the year ahead
 a mid-year review report
 an annual review report of the previous year



the Council delegates:
 Responsibilities for implementing and monitoring treasury management policies and
practices and for the execution and management of treasury management decisions
 The role of scrutiny of treasury management strategy and policies to a specific
named body (the Audit and Risk Management Panel).

Full Council will consider the Treasury Management Strategy Statement for 2020/21
alongside this capital strategy along with the revenue budget and prudential indicators.
The Treasury Management Policy states that the identification, monitoring and control of
risk will be the prime criteria by which the effectiveness of treasury management activities
will be measured. This means that the Council will, in accordance with the Code, prioritise
security and liquidity over yield, but will give particular priority to security.
Responsibility for implementing and monitoring treasury management policies and practices
is delegated to the Chief Finance Officer who appoints a treasury manager to execute
treasury management decisions and perform treasury management on a day-to-day basis.
In accordance with the Treasury Management in the Public Services: Code of Practice and
Cross-Sectoral Guidance Notes pre-scrutiny of treasury management strategy and policies
is the responsibility of the Audit and Risk Management Panel.
Other long-term liabilities
Other long-term liabilities are liabilities that are equivalent to borrowing, which may arise
from:
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PFI contracts
leases
financial guarantees
investments and loans that are made on non-commercial terms in order to achieve a
service objective.

Under the Prudential Code authorities are required to treat other long-term liabilities as
part of their debt, along with borrowing, and to apply the same robust decision-making
processes to ensure that all debt is affordable, prudent and sustainable. Furthermore,
authorities are required to ensure that the financial risks are identified and quantified when
decisions are taken to enter into long-term liabilities.
Other long-term liabilities are relevant to the capital strategy not only because they come
within the definition of debt, but also because the purpose of entering into them is to
deliver capital investment, such as the rebuilding of the two secondary schools under the
schools PFI contract.
The Council’s most significant other long-term liabilities at 31 March 2019 are shown in
Table [4], the impact of in-year movements along with an indicative assessment of changes
for 2020/21 arising from the change in the accounting leasing standard (IFRS 16) will be set
out in the annual statement of accounts.

Table [4] – The Council’s Most Significant Other Long-Term Liabilities
Liability
Value in balance sheet as at 31.03.19
(£000)
PFI contract for schools
83,335
PFI contract for care homes
15,705
Lease of industrial units
1,673
Loans for capital purposes
A loan facility of approximately £60m has been made available to the housing company,
Meridian Home Start Ltd, for the provision of affordable housing within the Borough. These
appear as other long-term liabilities in the Council’s balance sheet.
Where loans are provided for capital purposes, such as for the delivery of affordable
housing, the Council may accept higher risk than with treasury investments where the
emphasis is on Security, Liquidity and Yield in that order. The principal risk exposures for
each loan should be set out in a robust business case, aligned to the capital gateway process;
this will include, but not limited to, changes in capital values, inflation and interest rate risk,
and whole life viability. These risks are managed through the individual business cases which
show detailed modelling of the risk factors and their impact. Loans must remain
proportionate to the size of the authority and every business case will be reviewed with the
full impact of the decision assessed prior to a decision to proceed or abandon the scheme.
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The Chief Finance Officer keeps all long-term liabilities under review and, in accordance
with Section 151 responsibilities, will ensure that;
 Total financial exposure to these type of loans is proportionate
 “Expected credit loss” models for loans and receivables, as set out in International
Financial Reporting Standard (IFRS) 9 Financial Instruments, have been adopted by
proper practices to measure the credit risk of their loan portfolio
 Appropriate credit control arrangements to recover overdue repayments are in
place
 That total loan book is within any self-assessed limit, that may be reviewed from
time to time.
External debt and internal borrowing
The Council’s long-term projection of capital expenditure to be met from borrowing is set
out in Annex 3. The use of external debt and internal borrowing will be determined in
accordance with the Council’s treasury management strategy.

4.3

Revenue implications of capital expenditure

The revenue implications of capital expenditure need to be considered both when:



determining the overall size of the capital programme and how it is to be financed,
particularly the amount of prudential borrowing that should be undertaken
evaluating individual projects.

In addition, as part of the asset planning process described in Section 2.2, the running costs
of existing assets need to be taken into account in order to determine priorities for
maintenance, enhancement and replacement of assets and, accordingly, for the development
of suitable capital investment proposals.
The key constraint on the Council’s ability to fund capital expenditure is its ongoing revenue
budget position. In considering how much capital investment it can afford, therefore, the
Council will estimate the overall impact on future revenue budgets and exercise prudence
to ensure that the level of capital investment is sustainable.
The Chief Finance Officer will advise members on the overall size and financing of capital
expenditure as part of the report to Cabinet in February each year asking it to approve the
rolling multi-year capital programme. Decisions on the revenue budget and the capital
programme will be taken at the same time to ensure they are joined up.
When individual project proposals are being evaluated, it is essential that the revenue
implications are fully understood so that:



the aggregate revenue effect of projects accepted into the capital programme matches
what has been assumed in determining the overall size of the programme and its funding
projects are prioritised in accordance with corporate priorities.
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The Capital Board will be responsible for ensuring that revenue implications of project
proposals are fully taken into account in the evaluation and gateway processes described in
Sections [3.2] and [3.3] and treated on a consistent basis.
The following types of revenue implication need to be considered:




running costs and savings
financing costs
any costs of developing the proposal that cannot be treated as capital expenditure.

Each of these is considered below.
Running costs
The long-term effects of capital expenditure on running costs vary widely depending on the
type of project. Table [5] provides some examples.
Table [5] – Examples of How Capital Schemes Affect Running Costs
Type of scheme
Example
Impact on revenue
budget
Planned maintenance
Resurfacing of highway
Reduction in cost of day-today repairs and reduced
liability claims
Provision of new
Electrical vehicle charging
Additional costs of
infrastructure
points
maintaining new
infrastructure
Invest to save
Replacement of sodium with Reduction in energy costs
LED street lamps
Income generation
Purchase of automatic
Net decrease due to
number plate recognition
additional income from
technology
compliance and fines
exceeding running costs
Where capital projects are expected to generate savings, an assessment is required of
whether the long-term savings justify the upfront capital investment. The Council uses net
present value analysis, applying HM Treasury’s discount rate to adjust for the time value of
money, for this purpose. Risk also needs to be considered, particularly when projecting
additional income. The Council will apply an appropriate percentage adjustment, depending
on the degree of risk, to the expected savings to take account of such risk.
Project sponsors will be required within project briefs to specify the net effect of the
proposed project on running costs. More detailed information will be provided in business
cases. Capital Board will be responsible for ensuring that the estimates of costs and income
are realistic and that risks have been properly taken into account.
Lessons learned from previous projects will be taken into account in the evaluation of both
costs and risks. The requirement for a lessons learned report to be provided for each
completed project, as set out in Section [3.3], and for lessons learned to be disseminated
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across the Council through a strengthened programme management function, will support
this.
Costs of prudential borrowing
Where the Council undertakes prudential borrowing, it incurs debt charges in the form of
repayments of principal and interest payments, which depend on the terms of the loan. As
part of its treasury management function the Council takes out loans on the best terms
available to meet its overall prudential borrowing requirement rather than loans related to
specific projects. A common interest rate, reflecting the overall cost of borrowing and
standard repayment periods, is therefore used to assess the financing costs of proposed
projects.
Project sponsors will be required in project briefs to specify the borrowing requirement for
the proposed project. The Chief Finance Officer will ensure that this has been calculated
correctly and reflects the Council’s overall costs of borrowing.
Costs of other types of financing
The impact of other types of financing on the revenue budget is shown in Table [6].
Table [6] – Costs of Other Types of Financing
Type of financing
Impact on revenue budget
Revenue contribution
Whole amount charged to current year’s budget
Capital receipts
Loss of income from investment of the receipts/ loss of
rents from commercial properties
Grants and contributions
None
Feasibility costs
The costs of developing a proposed capital project must be charged to revenue until it is
assessed that there is a high degree of certainty that an economic benefit will flow from the
new asset. All such costs are therefore chargeable to revenue where the project does not
go ahead. Where the project does go ahead, any costs incurred in financial periods prior to
the commencement of the project, for which the accounts have been closed, must also
remain charged to revenue.
Such costs depend on the size and complexity of the proposed project and how far the
proposal is developed before a decision is taken not to proceed. Increasing costs are
committed at the following stages:







engagement of a project manager
engagement of specialist external advisers
commissioning of feasibility study
commissioning of further work in advance of the main procurement process, e.g.
ground investigation, outline design, enabling works
commencement of main procurement process
entering into a contract.
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The gateway process described in Section 3.3 is intended to minimise abortive expenditure
by filtering project proposals at an early stage and then ensuring they continue to meet
corporate objectives and are deliverable before they proceed to further stages.
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Section 5 – Commercial Activity

ROYAL BOROUGH OF GREENWICH
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5. Commercial activity
In recent years local authorities have been granted increased powers to engage in
commercial activities. Commercial activities that involve capital expenditure or the incurring
of other long-term liabilities and are therefore relevant to the capital strategy, consist of
long-term investments whose primary purpose is to generate a financial return. They
exclude investment of short-term cash surpluses as part of day-to-day treasury management
activity and investments whose primary purpose is to achieve a service objective. The
alternative delivery models described in Section 3.5 do not come under the heading of
commercial activities because their primary purpose is to deliver capital investment rather
than to achieve a financial return.
Commercial investments may include:




holding shares in companies for a financial return
commercial loans to companies and other organisations
holding property for a financial return.

The Council follows CIPFA guidance on investments and carries out due diligence before
undertaking any investments. Thus far the Council has undertaken limited commercial
activity; it invests primarily in order to achieve service objectives and regeneration goals
rather than a financial return and has a measured approach to commercial activity. As part
of the plan of action in Annex 2 the Council will develop an investment strategy, which will
be incorporated in future capital strategies.
Income from commercial activity at present is relatively small and does not have a material
impact on the revenue budget and council tax calculation. As the regenerative impact of the
Councils capital programme is realised, e.g. Eltham Cinema, there will be movement
between asset classes, which will result in an increase in the revenue generated from
commercial properties. This will be reported within the annual statement of accounts.
Such opportunities will be subject to the same evaluation and gateway process overseen by
the Capital Board and to the same approval and scrutiny procedures as other proposals for
capital expenditure. However, urgent decision-making may sometimes be needed in order
for the Council to benefit from a commercial opportunity. Capital Board may therefore
need to consider relevant proposals outside the annual cycle and to expedite the process.
Where appropriate, the Council will obtain independent external expert advice, including
legal advice, when it is considering engaging in commercial activities or where such advice is
required in respect of existing commercial activities.
Investment assets are managed alongside the Council’s commercial portfolio within
Property Services. Internal professional expertise will be deployed to ensure returns are
maximised and reflective of market rates. Delegations are in place to enable the Director of
Regeneration, Enterprise and Skills to provisionally agree commercial terms. Reporting of
performance and risks will be via the Property Board.
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The investment strategy will set out the Council’s approach to commercial investment,
including its policy on borrowing for this purpose. This will align with CIPFA’s publication
on Prudential Property Investment, which was published in November 2019. The Council
has not borrowed for commercial investment purposes; however as assets move between
classes, the transfer of project financing may result in borrowing being applied to the
investment class of asset.
Current commercial activities are summarised below, the authority will continuously keep
under review the purpose for which assets are held.
Nelson House
The Council currently holds only one investment property, Nelson House, which is
occupied by the Department of Work and Pensions.
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Annex 1 – Gateway Process
Gate Required information
1
Outline project brief including all the information
required to determine whether the proposal meets
the Council’s evaluation criteria

2

Revised project brief including:
(c) All the information in the outline project brief
and:
(d) Any further or revised information that the
relevant Project Board requires the project
sponsor to provide to Capital Board
and either:
(e) Explanation of why feasibility study is not needed

Outcome if project passes this gate
Confirmation that the proposal may proceed to
Gate 2 and either:
(a) Confirmation that the outline project brief
information may be submitted to Capital
Board unamended
or
(b) Details of additional/revised information that
must be submitted to Capital Board
Confirmation that the proposal may proceed to
Gate 3 and either:
(a) Confirmation that feasibility study is not
required
(b) Confirmation that feasibility study is
required along with:

(i)

or:
(f) Confirmation that a feasibility study will be
carried out, along with:

(i)

Proposed timescale for feasibility
study to be completed

and:
(ii)

Either confirmation that funding for
feasibility study is already in place,
e.g. because the sponsoring
department has set aside funding
from its own revenue budget or

and:
(ii)

confirmation that proposed
timescale for feasibility study to be
completed is acceptable or
specification of different timescale
for it to be completed
Where funding for the feasibility
study has been requested,
confirmation as to whether or not
this has been granted

request for funding for feasibility study
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Indicative timing for annual cycle
Outline project brief to be considered by
the relevant Project Board between March
and July preceding the financial year in
which capital spend is to commence

Revised project brief to be considered by
Capital Board no later than the July
preceding the financial year in which capital
spend is to commence
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3

Business case including:
(a) All the information included in the project
brief, revised if appropriate

Confirmation that the project will be
recommended for inclusion in the capital
programme

Business case to be considered by Capital
Board no later than the December
preceding the financial year in which capital
spend is to commence

Project included in capital programme with
capital budget for the relevant year(s) so that
spend may commence from the beginning of the
relevant year and the project may proceed to
procurement in accordance with the
procurement route proposed in the business case

Information to be submitted In accordance
with the timescales for the corporate
capital programme report to go to Cabinet
in February of the relevant year, which
must be no later than the February
preceding the financial year in which capital
spend is to commence
Report to be submitted to the relevant
decision maker as soon as possible after
tenders have been received

and:
(b) A realistic estimate of the overall capital cost
and phasing, taking into account the results of
the feasibility study if Capital Board has
required one to be carried out at this stage

and:
(c) Proposal as to how the project should be
procured and the timescale for submission of
lessons learned report (e.g. within three
months of practical completion)
Any further information that may be required for the
Capital programme report in order for Cabinet
or the relevant decision maker acting under delegated
authority to decide whether to approve the scheme

4

5

Tender evaluation report with details of tenders
received, the evaluation process and why it is
recommended that the preferred tender should be
accepted
Lessons learned report following post-project
review

6

Contract may be awarded to the preferred
tenderer

Confirmation that lessons learned report is
satisfactory and no further information is
required

Report to be submitted to Capital Board in
accordance with the timescale set out in
the procurement report

Notes:
1. The above process will be subject to any additional requirements under the Council’s constitution, scheme of delegation, financial
regulations and contract procedure rules.
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2.
3.
4.
5.

Gate 2 does not apply to projects where Capital Board agrees no feasibility study is required.
Gates 2 and 3 may be combined at the sponsor’s discretion.
Gates 2 and/or 3 may be combined with Gate 1 with the permission of Capital Board.
Indicative timing for annual cycle applies to projects that are to be submitted for approval as part of the corporate capital programme
report to Cabinet in February. Actual timing for the cycle will be set each year by Capital Board.
6. Sponsors may seek approval for the project to commence in any of the years of the multi-year capital programme and for the capital
budget to be allocated accordingly, but will need to bear that resources for the earlier years of the programme may already have been
allocated to other projects
7. Project proposals submitted outside the annual cycle will be progressed at the discretion of Capital Board and the relevant decision
makers.

Annex 2 – Plan of Action
The references in the second column of the following table are to sections of this capital strategy.
Action
Develop an asset strategy for vehicles
Develop a disposals manual
Roll out a new corporate reporting standard for the programme and capital schemes
On-going review of training needs of Officers and Members
Strengthen the corporate programme management function
Establish a corporate process to monitor specific grants
Develop a financing strategy for the programme deficit and future capital requirements, including Zero Carbon commitment
Develop an investment strategy
Review the impact of the new IFRS 16 (Leasing) and provide guidance
Integration of the new CIL Annual Funding Statement and s.106 Annual Report within the Corporate reporting process
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Annex 3 – Capital Programme – 2019/20-2028/29
Programme

2017/18

2018/19

2019/20

2020/21

2021/22

£’m
31.86

£’m
23.52

£’m
36.42

£’m
59.69

£’m
14.35

35.47
3.14
0.20

36.72
10.16
0.19

17.49
2.60
0.78

17.00
16.82
6.70

Housing Investment (GF)
Housing Development (GF)

1.41

1.50

3.11
2.00

25.75

41.73

Sub-total General Fund

97.82

Housing Investment (HRA)
Housing Development (HRA)
Sub-total Housing Revenue Account
Total Capital Expenditure

Priority Investment
Schools/Early Years
Transformation
Property
Flexible Use

Resource

2022/23

2023/24

£’m

2024/25

2025/26

2026/27

2027/28

2028/29

Total

Projection
Feb '19

Variance

3.94

£’m
3.94

£’m
3.78

£’m
2.28

£’m
1.82

£’m
1.68

£’m
2.60

£’m
185.87

£’m
161.27

£’m
24.60

12.02
13.75
8.47

9.52
11.82
4.91

4.69
7.31
3.00

1.49
4.53
3.00

1.05
8.04
3.00

0.94
7.05
3.00

0.85
6.00
3.00

0.76
7.05
3.00

137.99
98.26

134.02
81.77

3.97
16.48

8.27
2.00

3.01
2.00

2.00

2.00

2.00

2.00

2.00

2.00

2.00

39.24
14.39

37.26
-

1.98
14.39

37.86

38.00

6.00

-

-

-

-

-

-

-

22.96 83.99

0.05
65.35

113.81

100.25

148.48

59.59

32.19

20.94

14.80

16.37

14.82

13.52

15.41

648.00

23.80

24.88

37.05

39.96

46.61

46.61

34.03

34.30

34.57

34.85

35.12

35.40

427.18

433.37 -

6.19

12.76
36.56

7.67
32.55

9.76
46.81

32.56
72.52

99.32
145.93

73.11
119.72

38.01
72.04

29.96
64.26

34.57

34.85

35.12

35.40

303.15
730.33

367.68 801.05 -

64.53
70.72

134.38

146.36

147.06

220.99

205.52

151.92

92.98

79.06

50.94

49.67

48.64

50.81

1,378.33

1,322.33

22.91
149.34

521.28

126.72

56.00

2017/18

2018/19

2019/20

2020/21

2021/22

2022/23

2023/24

2024/25

2025/26

2026/27

2027/28

2028/19

Total

Projection
Feb '19

Variance

£’m

£’m

£’m

£’m

£’m

£’m

£’m

£’m

£’m

£’m

£’m

£’m

£’m

£’m

£’m

(34.56)
(97.08)

(14.38)
(30.99)

(0.64)
(27.67)

(8.82)
(20.01)

(5.12)
(16.07)

(6.12)
(9.67)

(5.12)
(9.43)

(3.12)
(9.22)

(6.62)
(9.35)

(5.62)
(9.20)

(4.62)
(9.08)

(3.62)
(8.63)

(98.37)
(256.40)

(95.44)
(252.48)

(2.93)
(3.92)

(8.71)
(0.15)

(32.06)
(2.42)

(12.06)
(5.42)

(39.78)
(2.59)

(4.10)
(4.68)

0.00
(3.80)

0.00
(0.80)

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

0.00
0.00

(96.70)
(19.86)

(77.09)
(9.66)

(19.61)
(10.20)

(17.78)
(158.29)

(29.21)
(109.06)

(26.50)
(72.29)

(26.60)
(97.79)

(4.20)
(34.17)

0.00
(19.60)

0.00
(15.35)

0.00
(12.34)

0.00
(15.97)

0.00
(14.82)

0.00
(13.70)

0.00
(12.25)

(104.29)
(575.62)

(58.55)
(493.22)

(45.74)
(82.40)

Housing- Revenue
Capital Receipts

(3.53)
(18.85)

0.00
(7.67)

(2.00)
(9.68)

(2.00)
(28.04)

(2.00)
(65.77)

(2.00)
(33.35)

(2.00)
(7.92)

(2.00)
(7.60)

(2.00)
(3.50)

(2.00)
(3.50)

(2.00)
(3.50)

(2.00)
(3.50)

(23.53)
(192.88)

(25.53)
(197.76)

2.00
4.88

Major Repairs Reserve
Prudential Borrowing

(14.18)
0.00

(24.88)
0.00

(34.73)
0.00

(37.96)
0.00

(28.03)
(44.11)

(28.26)
(49.83)

(28.53)
(27.94)

(28.80)
(20.13)

(29.07)
0.00

(29.35)
0.00

(29.62)
0.00

(29.90)
0.00

(343.31)
(142.01)

(345.14)
(200.02)

1.83
58.01

0.00

0.00

(0.40)

(4.52)

(8.02)

(8.28)

(5.65)

(5.73)

0.00

0.00

0.00

0.00

(32.60)

(32.60)

0.00

Total Housing Capital
Total Capital Funding

(36.56)
(194.85)

(32.55)
(141.61)

(46.81)
(119.10)

(72.52)
(170.31)

(147.93)
(182.10)

(121.72)
(141.32)

(72.04)
(87.39)

(64.26)
(76.60)

(34.57)
(50.54)

(34.85)
(49.67)

(35.12)
(48.82)

(35.40)
(47.65)

(734.33)
(1,309.95)

(801.05)
(1,294.27)

66.72
(15.69)

Net Programme
Cumulative Programme

(60.47)

4.75

27.96

50.68

23.42

10.60

5.59

2.46

0.40

(0.01)

(0.18)

3.16

68.38

28.06

40.31

(60.47)

(55.72)

(27.76)

22.920

46.341

56.942

62.53

65.00

65.39

65.39

65.21

68.38

Revenue Contributions
Capital Grants & Contributions
Capital Receipts
Prudential Borrowing
Prudential Borrowing - Homelessness
Total GF Capital Funding

Capital Grants
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APPENDIX E
Prudential Code Indicators and Borrowing Limits for 2018/19 to 2022/23
1

Introduction

1.1

Through the Local Government Act 2003, the prudential framework for local
authority capital investment was introduced in 2004/05. Essentially this meant
that authorities could determine their own programmes and borrowing for
capital investment without first obtaining consent from Central Government.
However, any borrowing must be done with reference to the Prudential
Code. The Code requires the setting (and revision) of prudential indicators to
ensure that any borrowing undertaken is:




2

Affordable
Prudent and
Sustainable.

The Prudential Indicators
Capital Expenditure

2.1

This represents the basic building block for the Indicators as it sets out the
spending plans for the authority, split between the HRA and the General
Fund, as required by the Code (Table 1).
Table 1 Projected Capital Expenditure
Capital
Expenditure
HRA
General Fund
Total

2018/19 2019/20
£m
£m
32.550
46.807
113.809
100.254
131.102 146.359

2020/21
£m
72.515
148.459
220.974

2021/22 2022/23
£m
£m
145.934 119.724
58.288
32.192
204.223 151.916

Capital Financing
2.2

Table 2 sets out the resources to be applied in meeting the spending plans
shown in Table 1 above.

Table 2 Capital Expenditure Financing
Capital Financing

2018/19 2019/20 2020/21 2021/22 2022/23
£m
£m
£m
£m
£m
Supported Borrowing
1.267
0.197
Prudential Borrowing
31.631
31.921
29.186
52.991
53.630
Grants & Other Contributions
70.250
65.442
73.307
59.237
54.335
Capital Receipts
39.730
21.738
67.815
69.873
33.350
Total
142.878 119.298 170.308 182.101 141.315

2.3

Supported borrowing represents borrowing for which the Council receives
revenue support from Central Government to meet the cost of the
repayment.

2.4

Prudential borrowing is unsupported, but is financed from identified revenue
streams.

2.5

As required by the Code, all borrowing is undertaken in accordance with the
Council’s integrated treasury management strategy.
Capital Financing Requirement

2.6

This represents the amount of capital spending that has not yet been, nor is
planned to be, financed by capital receipts or other grants/contributions. It is,
therefore, the measure of an authority’s underlying need to borrow to finance
both past and future capital expenditure (Table 3).
Table 3 Capital Financing Requirement
Capital Financing
Requirement
HRA
General Fund
Total

2.7

2018/19 2019/20 2020/21 2021/22 2022/23
£m
£m
£m
£m
£m
334.630 334.630 334.630 378.630 428.570
334.596 359.046 420.743 421.391 415.433
669.226 693.676 755.373 800.131 844.003

In accordance with best practice, Greenwich does not associate borrowing
with particular items of expenditure. The Council has an integrated treasury
management strategy and has adopted the CIPFA Code of Practice for
Treasury Management in the Public Services.
Net Borrowing

2.8

In order to ensure that, over the medium term, borrowing will only be for a
capital purpose, the Code required authorities to ensure that net borrowing
does not, except in the short term, exceed the total of the Capital Financing
Requirement in the preceding year plus the estimates for the current and next
two years.

2.9

The Chief Finance Officer confirms that no difficulties are envisaged in
complying with this requirement, as evidenced in Table 4 below.
Table 4 – Golden Rule (Borrowing must be less than Capital Financing Requirement
in the medium term)

Golden Rule
Gross Borrowing
Capital Financing Requirement

2018/19 2019/20 2020/21
£m
£m
£m
414.257 438.357 457.686
669.226 693.676 755.373

2021/22 2022/23
£m
£m
501.813 546.398
800.131 844.003

Financing Costs
2.10 It is necessary to consider the affordability of the planned capital expenditure.
Financing costs relate to principal and interest charges. The Code requires
financing costs to be expressed as a % of the Net Revenue Stream for both
the HRA and the General Fund, where the revenue stream is the amount to
be met from Government Grants and tax / rent payers (Table 5).
Table 5 – Financing Ratios
Financing Ratios
HRA
General Fund

2018/19
13.22%
8.37%

2019/20 2020/21 2021/21 2022/23
13.63% 13.34% 13.90%
15.73%
9.11% 10.43% 10.62%
10.43%

2.11 The estimated future financing costs are factored into the authority’s budget.
External Debt
2.12 Authorities are required to set an authorised limit for their external debt
(Table 6). The recommended limits are set out in the table below and are
based on current commitments and plans and accord with treasury
management policy. They allow sufficient headroom for operational
management (e.g. undertaking any debt restructuring).

Table 6 Authorised External Debt Limits
Authorised External Debt
Borrowing
Other l-t liabilities
Authorised Limit

2018/19 2019/20 2020/21
2021/22
2022/23
£m
£m
£m
£m
£m
799.058 820.113
848.279
894.361
943.901
136.168 133.063
200.594
197.770
193.603
935.226 983.176 1,048.873 1,092.131 1,137.504

2.13 The authorised limit will represent the statutory limit determined under
Section 3 (1) of the Local Government Act 2003.
2.14 The Council also sets an operational boundary for external debt (Table 7).
This is based on the same estimates as the authorised limit in Table 6 but
without the additional headroom for unusual cash movements. It, therefore,
equates to a prudent level for debt as projected by current estimates.
Table 7 Operational External Debt Limits
Operational External Debt
Borrowing
Other l-t liabilities
Operational Boundary

2018/19 2019/20 2020/21 2021/22 2022/23
£m
£m
£m
£m
£m
553.058 580.613 604.779 652.361 700.401
126.168 123.063 190.594 187.770 183.603
679.226 703.676 795.373 840.131 884.003

2.15 Where other sources of capital financing are not available, the estimated
notional impact of the capital programme on the council tax payer, with
reference to a Band D property, would be £12 for every £1m of debt
financing required.

APPENDIX F
Minimum Revenue Provision
1
1.1

Introduction
Regulation 28 of the Local Authorities (Capital Finance and Accounting)
(England) Regulations 2003 (as amended) requires local authorities each year
to calculate and set aside some of their general fund revenue as provision for
debt repayment. This is known as the Minimum Revenue Provision (MRP):
“A local authority shall determine for the current financial year an amount of
minimum revenue provision which it considers to be prudent.”

1.2

The definition of “prudent provision” is not defined and is a matter for the
authority to determine. However, revised guidance has been issued by MHCLG,
to which authorities, by virtue of Section 21 of the Local Government Act 2003
(as amended), are obliged to “have regard”.

2

Guidance

2.1

Paragraph 20 of the guidance states:
“The broad aim of prudent provision is to require local authorities to put aside
revenue over time to cover the gap between the CFR and grant income/capital
receipts. In doing so, local authorities can align the period over which they
charge MRP to one that is commensurate with the period over which the capital
expenditure provides benefit.”

2.2

This general aim does not stipulate a minimum amount of provision to be made
in any year, provided that the broad aims above are met. The Guidance
exemplifies four different annual repayment profiles and permits authorities to
consider their own repayment profiles.

2.3

The profile will dictate the length and shape of the repayment – it will not
change the amount repayable, which remains the same under each scenario.

3

Recommendations

3.1

It is recommended that the MRP Policy outlined in section 4 is adopted,
materially unchanged from that agreed on 27 February 2019.
ITEM NO:
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4

MRP Policy
Supported Borrowing

4.1

The authority will calculate MRP on historic debt based on the Capital Financing
Requirement (CFR) as at 31 March 2015. This incorporates pre-2008
borrowing and Supported Capital Expenditure since 2008.

4.2

The authority will provide for 2% of the CFR as at 31 March 2015, fixed at the
same cash value so that the whole debt is provided for after 50 years.
Prudential Borrowing

4.3

For borrowing incurred on schemes described by the Government as
Prudential Borrowing, MRP will be calculated over the estimated remaining
useful life applicable to the expenditure (usually the useful life of the asset it is
financing) using the annuity repayment method (in accordance with Option 3 of
the CLG Guidance on MRP) – like many domestic mortgages.

4.4

This means that MRP will be calculated on an annuity basis over the estimated
life of the asset and prevailing discount rates.

4.5

Estimated life periods are established as 40 years for land and buildings and up
to 7 years for equipment and vehicles, with discount rates set at the PWLB
annuity rate on the date the asset becomes operational.

4.6

In accordance with the provisions in the guidance, MRP will be first charged in
the financial year following the one in which the entire asset to which the debt
relates, becomes fully operational or completion of any enhancement works.
Finance Leases, Service Concessions and Loans

4.7

For right of use assets secured via leases, PFI’s and service concession contracts
MRP will be determined as being equal to the element of the rent or charge
that goes to write down the balance sheet liability.

4.8

Where loans are provided to third parties for capital purposes the annual MRP
charge will be equal to the principal loan element calculated in accordance with
the methodology set out in CIPFA’s guidance on the Code of practice on local
authority accounting in the United Kingdom (2019/20).
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Statutory Capitalisations
4.8

For expenditure which does not create a fixed asset but is statutorily
capitalised, and subject to estimated life periods referred to in the guidance,
these estimated periods will generally be adopted by the authority.
Other

4.8

The authority reserves the right to determine useful life periods and prudent
MRP in exceptional circumstances where the recommendations of the guidance
would not be appropriate. Other methods to provide for debt repayment may
occasionally be used in individual cases where this is consistent with the
statutory duty to be prudent and / or to secure value for money. Such
determinations will be at the discretion of the Chief Finance Officer, whom may
approve that such debt repayment provision may be made from capital receipts
or from revenue provision, as is appropriate.
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