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1.0  The reason for the decision 

1.1 To approve the Authority’s Capital Investment Strategy for 2021-22. 

1.2 The Capital Investment Strategy defines at the highest level how the capital 
programme is to be determined.  It identifies the issues and options that 
influence capital spending and sets out how the resources and capital 
programme will be managed. 

1.3 The document sets out the Council’s ambitions and priorities over the medium 
to longer term and provides a framework for the review and management of 
existing assets.  It indicates the opportunities for partnership working and has 
a direct relationship with the Treasury Management Strategy and the 
opportunities and limitations on activity through the treasury management 
prudential indicators. 

2.0  Recommendations 

2.1 That the Capital Investment Strategy set out in Appendix A is approved. 

3.0  Background and Introduction 

3.1 The Capital Investment Strategy (‘Capital Strategy’) included in Appendix A 
sets out, at a high level, how the capital programme will be formulated. It 
highlights the issues and options that influence capital spending and sets out 
how the resources and capital programme will be managed.  



3.2 The document also sets out the Council’s ambitions in the short, medium and 
longer terms and the strategy includes: 

• a link to the Council Strategy and priorities 

• current capital priorities and potential investment levels 

• a framework for the review and management of existing and future 
assets 

• opportunities for partnership working 

• methods of resourcing the capital programme 

• appraisal process for investments and disposals 

• decision making cycle for investment 

• a direct relationship with Treasury Management Strategy and the 
limitations on activity through the Prudential Indicators. 

• managing and measuring performance. 

3.3 The document is intended for use by all stakeholders involved in decisions 
over capital investment activity. 

 
3.4 The Strategy set out in Appendix A updates the Capital Strategy document 

approved by members in 2019. Members are asked to note in particular:  

i. the revised approach to the acquisition of  commercial type 
investments  

ii. the updated limit on exposure to loans made to a third parties, joint 
ventures, subsidiaries or associates. 

3.5 Following changes to the PWLB’s lending terms, effective from 26 November 
2020, the PWLB will no longer lend to local authorities that plan to buy 
commercial assets primarily for yield. This restriction applies on a ‘whole plan’ 
basis meaning the PWLB will not lend to an authority that plans to buy 
investment assets primarily for yield anywhere in its capital plans, regardless 
of whether the transaction would notionally be financed from a source other 
than the PWLB. The PWLB’s guidance for applicants also makes it clear that 
local authorities must not pursue a strategy of using private borrowing or 
internal borrowing to support investment in an asset that the PWLB would not 
support and then refinancing or externalising this with PWLB loans.  

3.6 In order to protect the Authority’s ongoing access to the PWLB as a source of 
borrowing, the Authority has updated its approach to the acquisition of 
commercial type investments. These changes mean that the Authority will 
only include in its capital programme capital expenditure on projects and 
schemes that have characteristics consistent with the PWLB’s lending criteria. 
The Authority will not acquire commercial assets primarily for yield. 

 
 
 
 
 
 



3.7 Compliance with the statutory investment guidance issued by MHCLG 
requires the Authority to formally agree limits for their total exposure to loans   
to third parties, joint ventures, subsidiaries or associates and to ensure their 
total loan book is maintained within that self-assessed limit. For 2021-22 that 
limit is set at £2,100,000. This includes the follow amounts currently 
outstanding: 

• AIP loan notes £1,537,547  

• Allerdale business support fund £500,000  

• Other loans £55,000.  
 

4.0  Delivery arrangements 

4.1 Not applicable to this decision/report 

5.0 Implications and Impact 

 Contribution to Council Strategy Priorities, Outputs and Outcomes  

5.1 The focus of this strategy is to ensure that the Council is able to make capital 

investment decision in order to meet its corporate priorities and objectives. 

 Finance/Resource implications 

5.2 There is a commitment to affordability of capital investment decision over the 
longer term and a recognition that the Council’s own resources are limited and 
will only be used to fund those capital priorities that are unlikely to be able to 
access any other funding sources. 

 Legal and governance implications  

5.4 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 the Prudential Code for Capital Finance in Local Authorities 2017 
(the Prudential Code) requires all local authorities to prepare a capital strategy 
setting out how the Authority:  

• determines it priorities for capital investment,  

• decides how much it can afford to borrow, and  

• sets its risk appetite. 

 Risk analysis 

5.5 Not applicable to this decision/report. 

 Increasing satisfaction and service 

5.6 Not applicable to this decision/report. 



 Equality impacts 

5.7 Will be considered as part of the Full Business Cases for capital schemes. 

 Health and Safety impacts 

5.8 Not applicable to this decision/report. 

 Health, wellbeing and community safety impacts 

5.9 Not applicable to this decision/report. 

 Environmental/sustainability impacts 

5.10 Not applicable to this decision/report. 

 Other significant implications 

5.11 There are no other significant implications arising from report. 
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Appendix  Title of appendix 

A Capital Strategy 2021-22 

Background documents available 

Name of background document Where it is available 
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