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This Capital Strategy sets out the Council’s priorities and approach to capital
investment. It provides a mechanism by which the Council’s capital investment and
financing decisions can be aligned with the Council’s corporate priorities over a
medium term (five year) planning timeframe.

The purpose of the Capital Strategy is intended to perform a number of functions;

¢ Maximise capital resources to fund corporate and community priorities,
strategies and plans.

e Support effective and timely investment in the Council’s assets, to ensure
they are efficiently and effectively used.

e Perioritising the Council’s own investment requirements, and determining
which can be funded by the authority, how and when.

¢ Enable the identification and optimisation of all sources of capital funding
and ensure its effective utilisation.

e A capital programme that is financially affordable, prudent and
sustainable, and integrated with the Council’s Medium Term Financial
Plans (MTFP).

e Impact of investment decisions on revenue budgets.

o Effective performance reporting and management of the Capital
programme.

The Strategy sets out the corporate framework within which capital investment is
planned, procured, prioritised, managed and funded. The Strategy has directlinks
to the Council’s Asset Management Strategy and forms an integral part of the
Council’'s Medium Term Financial Strategy (MTFS) and associated plans.

The aim of the Capital Strategy is to provide a clear context within which proposals
for new capital expenditure are evaluated to ensure that all capital investment is
targeted at meeting the Council’s priorities, including the assessment of project
outcomes, budget profiling, deliverability and achieving Value for Money.

Capital projects will focus on the delivery of long term economic growth and or
financial return benefits to the District in the form of:-

e Spend to save

e Spend to earn income or other financial returns

e Attracting significant third party or private resources to the District
e Addressing major infrastructure investment

The Strategy sets out how the Council identifies, programmes and prioritises capital
requirements and proposals arising from business plans, the Planned Preventative
Maintenance (PPM) Schedule and other related strategies.

The Strategy also considers options available for funding capital expenditure and how
resources may be maximised to generate investment in the area and to determine an
affordable and sustainable funding policy framework, whilst minimising the ongoing
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revenue implications of any such investment and to identify the resources available
for capital investment over the MTFP planning period.

CAPITAL PROGRAMME NEEDS AND PRIORITIES

Capital expenditure involves the acquisition, creation or enhancement of fixed
assets with a long term value to the Council.

Fixed assets shape the way services are delivered in the long term and create
financial commitments for the future, including capital financing and ongoing
revenue costs. The classification of assets are asfollows:

Category Asset Type

Intangible Assets ICT Software

Land and Buildings

Vehicles, Plant and Equipment

Property, Plant and Infrastruc_ture Assets (eg. housing paths)

Equipment (PPE) C_ommunlt_y Assets (eg. country parks or
historic buildings)

Surplus Assets

Assets Under Construction

Investment Assets Investment Properties - ie. held for income
earning or capital appreciation
Assets Held for Sale Assets actively marketed for Disposal

Assets held that contribute to the

Heritage Assets knowledge and history of the area

The Council applies a de minimis level of £10,000 for individual items to be
charged as capital expenditure. Items below this limit are charged to revenue in
the year that it is incurred.

Financial resources available to meet corporate priorities are constrained in the
current economic and political climate. Central government support for capital
investment has reduced significantly over recent years, and the Council now
recognises that it must rely more on internal resources and seek ways in which
investment decisions can be either self-sustaining or generate positive returns both
in terms of meeting corporate objectives and producing revenue savings.

The 5 year 2021/22 — 2025/26 General Fund capital programme totals £31,843,402.
The programme is funded by a combination of Government grants, capital receipts,
revenue, reserves and internal and external borrowing.

The 5 year 2021/22 — 2025/26 Housing Revenue Account capital programme totals
£60,616,221. The programme is primarily funded through contributions from the
Housing Revenue Account, either in the form of depreciation on our properties which
is used to fund home improvements work, or revenue contributions to capital outlays.
The programme also receives capital receipts from the sale of properties, either
through the Right to Buy initiative or as general sales.

The Council’'s PPM identifies the total capital investment needed in relation to the
Council’s asset portfolio. The PPM includes significant backlog maintenance issues
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across the Councils property portfolio.

The approach to developing the capital programme is based upon the following:
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Economic Investment — The Council will continue to seek investments
that generate longer term growth in projects that yield a combination of
revenue generation (business rates, rent or interest), jobs and capital
infrastructure investment. Based on sound business cases the Council
will assist in acquiring strategic sites for the delivery of major investment
projects.

Self-Sufficiency — The Council will seek to invest in assets that
support the Council’s self-sufficiency agenda and create a maintainable
ongoing revenue position.

Corporate Property — To reduce its backlog maintenance liability the

Council will rationalise its asset base. This is either in the form of the

sales of surplus assets or the outsourcing of management

arrangements. These will contribute to ongoing revenue savings and
/or capital receipts respectively.

New Supply — The Council will seek to build or purchase new homes for
use as affordable rental properties.

Home Improvements — The Council will continue to invest in its council
housing to maintain the Government’s Decent Homes standard.

Car Parks — The Council owns and manages 21 car parks within the
District. The Council will continue to minimise the ongoing delivery
costs, whilst seeking to maximise income. More details with regards to
car parks can be found in the Council’s Car Parking Strategy.

Culture & Tourism — The Council owns two scheduled monument
assets: Moira Furnace, a tourist museum operated by an external third
party; and the War Memorial Tower, a listed war memorial in the centre
of Coalville.

ICT — The Council will undertake appropriate investment into ICT
hardware and software on a case by case basis. The primary focus is
to improve technologies on a spend to save basis.

Leisure — The Council continues to own two leisure centres, Ashby
Leisure Centre and Hermitage Leisure Centre in Whitwick, Coalville,
following the outsourcing of the provision of these centres in May 2019.
Under the new contract with Everyone Active, the Hermitage site will
close and a new replacement facility in Coalville (funded by the Council)
will open in September 2022.

The following material investments will be undertaken between the period of 2021

and 2026:

29.1

New Leisure Centre — The indicative value of the new facility is £23.6m
and will be funded through a mixture of internal and external borrowing
and capital receipts arising on the disposal of Cropston Drive, one of the
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Council’s remaining significant land holdings. Construction commenced
on site from July 2020. The forecast expenditure for 2020/21 is £8.4m
and £1.9m for 2021/22.

Council Offices refurbishment — The capital programme for the
Council Offices has been rolled a further financial year. This is on the
basis that the capital profile presented a minimum state of maintenance
and repair for the Council Building. This work remains and is a minimal
obligation should the main Council offices continue to be used.
However this is profiled, noting a pending decision around the future of
Council accommodation. COVID-19 has both delayed this work and
also changed the decision making landscape. There have been
significant, and lasting changes in working behaviours and occupation
levels. Council Officers are now actively reviewing the impact of these
changes on previous works, with a view to committing capital
expenditure in 21/22.

Marlborough Centre - The investment of £1.2m will be subject to a
successful Future High Street Funding (FHSF) bid and is in line with the
draft bid presented to Scrutiny and Cabinet in May 2020. The FHSF will
be used to repair and refurbish the building and convert the upper floor
into flats.

Memorial Square - The investment will see urban forest planting and
enlargement of public space to make it a more welcoming environment
and reflect Coalville’s location as part of the National Forest. It will also
include widening of the south side of the road at High Street, Coalville.
The revised road configuration will also be undertaken at Belvoir Road,
Coalville, which is the busiest of the traditional shopping streets in the
town. The investment will be £1.8m in total over a three year period and
is line with the draft bid presented to Scrutiny and Cabinet in May.

New Supply Programme — We plan to spend £26.5m over five years
buying and building new council homes to rent at affordable rent levels.
This is expected to fund the purchase or building of up to 170 new
homes.

Home Improvement Programme —We plan to invest £22.5m over five
years to ensure our existing homes continue to meet the Government’s
Decent Home standard.

Housing Zero Carbon Programme- An initial £250k has been set
aside to pilot works to reduce carbon emissions from our housing
properties and to allow the council to match contributions required by
external grants, such as the recently announced Green Homes Grant
Scheme funding. This will be a significant area of investment growth
over future years.

3 RESOURCING

3.1 The Capital Programme is resourced as follows:

3.1.1 Central government — Grants are allocated in relation to specific

programmes or projects. An example of a Government Grant in the
current programme is the Disabled Facilities Grant.
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Third Party funding - Capital grants represent project specific funding
for capital projects, in addition to that from Central Government, which
is more usually received from quasi- government sources or other
national organisations. In developing capital proposals the Council will
always seek to maximise such external contributions, subject to any
related grant conditions being consistent with the Council’s policy aims
and targeted outcomes. Frequently such funding, which enhances the
Council’s investment capacity, will also be linked to match funding
arrangements.

Developer contributions — these represent contributions from
developers towards the provision of public assets or facilities.
Sometimes these are to mitigate the impact of their development on
communities and often referred to as Section 106 contributions. These
contributions are usually earmarked for specific purposes in planning
agreements and often related to infrastructure projects.

Unsupported borrowing — under the Prudential Code the Council has
discretion to self-finance the capital programme by undertaking
borrowing to fund capital projects with the full cost of that borrowing
being funded from within Council resources, as identified in the MTFS
and annual budgets. This discretion is subject to complying with the
Code’s regulatory framework which essentially requires any such
borrowing to be prudent, affordable and sustainable. Unsupported
borrowing does provide an option for funding additional capital
development but one which has to be funded each year from within the
revenue budget or from generating additional ongoing longer term
income streams.

Capital receipts from property asset disposal — the Council has a
substantial property estate, mainly for operational service requirements
and administrative buildings. This estate is managed through the PPM
which identifies property requirements and, where appropriate,
properties which are surplus to requirements and which may be
disposed.

Right to buy capital receipts — The Council’s tenants have a right to
purchase their homes from us, and we retain a proportion of the sale
receipts. One element of these receipts, known as the right to buy one-
for-one receipt, comes with strict criteria for how it can be used: it can
only be used to contribute 30% of the costs of building or purchasing
new homes to be let at affordable rent levels; and must be spent within
3 years of receiving the receipt or returned to Central Government with
interest of 4% above the Bank of England base rate, which is currently
0.75%.

Capital Receipts from Vehicle, Plant and Equipment disposal — the
Council has reduced its leasing commitments on vehicles and plant over
a number of years and currently all Vehicle, Plant and Equipment is
owned by the Authority. The rolling programme of fleet replacement
generates capital receipts which are then utilised against future
purchases of fleetequipment.
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3.1.8 Revenue and Reserves — Capital expenditure may be funded directly
from an in-year revenue contribution (RCCO — Revenue Contribution to
Capital Outlay) or by specific revenue funds previously set aside, such
as repairs and renewal funds. However, the pressures on the Council’s
general fund revenue budget and Council Tax levels limit the extent to
which this may be exercised as a source of capital funding. In contrast,
this is the primary source of funding for the housing revenue account
capital programme — funding 62% of the five year programme.

How the General Fund Capital Programme is financed over 2021/22 to 2025/26:

Government Developer Capital Revenue or
Grant Contributions| Borrowing Receipts Reserves Total
2021/22 670,310 0 15,640,945 2,024,300 1,628,482 19,964,037
2022/23 670,310 0 5,205,125 0 0 5,875,435
2023/24 670,310 0 2,268,000 0 0 2,938,310
2024/25 670,310 0 1,633,000 0 0 2,303,310
2025/26 670,310 0 92,000 0 0 762,310
Total 3,351,550 0 24,839,070 2,024,300 1,628,482 31,843,402

The Housing revenue account has a different profile of funding, as shown by the

table below:
Government Developer Right to buy Capital Revenue or
Grant Contributions| receipts Receipts Reserves Total

2021/22 195,000 270,875 2,267,838 400,000 8,703,829 11,837,542
2022/23 192,000 450 2,267,113 400,000 10,727,214 13,586,777
2023/24 191,000 0 2,266,380 400,000 8,954,076 11,811,456
2024/25 191,000 0 2,265,640 400,000 9,008,400 11,865,040
2025/26 165,000 0 2,267,226 400,000 8,683,178 11,515,404
Total 934,000 271,325 11,334,197 2,000,000 46,076,697 60,616,219

Utilising unsupported borrowing impacts on the revenue budget from ongoing costs
to finance the debt. This is both the interest cost of the borrowing and the Minimum
Revenue Provision that is set aside to repay the debt on the general fund. Given the
pressure on the Council’s general fund revenue budget in future years, investment will
be limited to cases where there was a clear financial benefit, such as “invest to save”,
“spend to earn” or major regeneration schemes which provide a net return over and
above the borrowing cost. Such schemes will focus on the Council’s priorities and
generate revenue benefits in future financial years in the form of income such interest
on loans, rents, council tax or business rate yield will be favoured.

The Council will continue to consider on a cautious and prudent basis the extent to
which prudential borrowing may be undertaken to fund new capital investment, which
generates returns over and above the revenue costs of the debt.

Capital receipts from asset disposal represent afinite funding source and itis important
that a planned and structured manner of disposals is created to support the priorities
of the Council. Cash receipts from the disposal of surplus assets are to be used to fund
new capital investment as and when received.
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GOVERNANCE AND MONITORING OF THE CAPITAL PROGRAMME

The Council reviews its capital requirements and determines its Capital Programme
within the framework of the MTFS and as part of the annual budget process.
Resource constraints mean that the Council continually needs to prioritise
expenditure in the light of its aims and priorities and consider alternative solutions.

The Council’s capital investment falls within, and needs to comply with, the
“Prudential Code for Capital Finance in Local Authorities” (The Code). Under the
Code local authorities have greater discretion over the funding of capital expenditure
to determine, within the regulatory framework of the Code, the level of borrowing
they wish to undertake to deliver their capital plans and programmes.

To ensure that available resources are allocated optimally, capital programme
planning is determined in parallel with the service and revenue budget planning
process within the framework of the MTFS.

The main forum for reviewing financial, risk and governance aspects of the capital
programme is the Asset Management Group. This group reviews the strategic
direction of the programme, ensures outcomes are aligned with the Council’s
priorities, significant projects have a viable Business Case and that Value for Money
is delivered for the Council. It also monitors the expenditure and funding requirements
of the capital programme and subsequent revenue impacts.

The Council has various mechanisms in place which seek to ensure that there is an
integrated approach to addressing cross-cutting issues and developing and
improving service delivery through its capital investment in pursuance of the
Council’s over-arching aims. These include:

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

e The Council which is ultimately responsible for approving investment and
the Capital Programme;

e The Cabinet which is responsible for setting the corporate framework and
political priorities to be reflected in the Capital Programme; The Cabinet
will continue to receive quarterly monitoring reports.

¢ The Audit and Governance Committee which is responsible for scrutiny of
the Council’s statement of accounts and can make recommendations to
Cabinet and full Council.

4.5.2 Officer Groups which bring together a range of service interests and
professional expertise. These include:

o Departmental Senior Management Teams (SMT’s), responsible for
development of investments;

¢ The Asset Management Group, responsible for overseeing and
approving reports for investments prior to Cabinet approval;

e The Corporate Leadership Team which has overall responsibility for the
strategic development, management and monitoring of the capital
programme.

4.5.3 Anintegrated service and financial planning process where all proposals for



capital investment are required to demonstrate how they contribute to the
achievement of the Council’s aims and priorities.

4.6  Quarterly reports will continue to be submitted to Cabinet that identify changes to
this programme to reflect:

New resource allocations

Slippage in programme delivery

Programmes reduced or removed

Virements between schemes and programmes to maximise delivery.
Revisions to spend profile and funding to ensure ongoing revenue costs are
minimised.



