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AGENDA

Apologies
Minutes

To receive as a correct record the minutes of Cabinet held on Tuesday, 16 January 2024
(previously circulated).

Items of Urgent Business Authorised by the Leader

To consider any such items authorised by the Leader and to consider where in the
agenda the item(s) are to be considered.

Declarations of Interest

To receive declarations by Councillors of interests in respect of items on this Agenda.

Councillors are reminded that, in accordance with the Localism Act 2011, they are
required to declare any disclosable pecuniary interests which have not already been
declared in the Council’s Register of Interests. (It is a criminal offence not to declare a
disclosable pecuniary interest either in the Register or at the meeting).

Whilst not a legal requirement, in accordance with Council Procedure Rule 9 and in the
interests of clarity and transparency, Councillors should declare any disclosable pecuniary
interests which they have already declared in the Register, at this point in the meeting.

In accordance with Part B Section 2 of the Code Of Conduct, Councillors are required to
declare the existence and nature of any other interests as defined in paragraphs 8(1) or
9(2) of the Code of Conduct.

Public Speaking

To consider any such requests received in accordance with the approved procedure.
Reports from Overview and Scrutiny

None.

Reports
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12.

Budget & Policy Framework Update 2024/25 to 2028/29 (Pages 4 - 12)
(Cabinet Member with Special Responsibility Councillor Hamilton-Cox)
Report of Chief Officer Resources (report published on 2 February 2024)
Capital Strategy & Capital Programme 2024/25 to 2028/29 (Pages 13 - 40)
(Cabinet Member with Special Responsibility Councillor Hamilton-Cox)
Report of Chief Officer Resources (report published on 2 February 2024)
Treasury Management Strategy (Pages 41 - 69)

(Cabinet Member with Special Responsibility Councillor Hamilton-Cox)
Report of Chief Officer Resources (report published on 2 February 2024)
Medium Term Financial Strategy

(Cabinet Member with Special Responsibility Councillor Hamilton-Cox)
Report of Chief Officer Resources (report to follow)

Housing Revenue Account and Capital Programme (Pages 70 - 103)
(Cabinet Member with Special Responsibility Councillor Caroline Jackson)

Report of Chief Officer for Housing & Property and the Chief Officer Resources (Section
151 Officer) (report published on 2 February 2024)

Decision to Consider Sustainability of a Council Housing Dwelling Block (Pages 104
-111)

(Cabinet Member with Special Responsibility Councillor Caroline Jackson)

Report of Chief Officer for Housing & Property (report published on 2 February 2024)

ADMINISTRATIVE ARRANGEMENTS

(i)

(i)

(iii)

Membership

Councillors Phillip Black (Chair), Caroline Jackson, Joanne Ainscough, Gina Dowding,
Tim Hamilton-Cox, Peter Jackson, Jean Parr, Catherine Potter, Nick Wilkinson and
Jason Wood

Queries regarding this Agenda

Please contact Liz Bateson, Democratic Support - email ebateson@Ilancaster.gov.uk.

Changes to Membership or apologies

Please contact Democratic Support, telephone 582000, or alternatively email
democracy@Iancaster.gov.uk.
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CABINET

Budget & Policy Framework Update

2024/25 - 2028/29
6 February 2024

Report of Chief Finance Officer

PURPOSE OF REPORT

This report sets out the latest position in respect of the budget and policy framework and
Cabinet’s proposed General Fund revenue budget for 2024/25

| Non-Key Decision . Referral from Cabinet l:l
Member

Date of notice of forthcoming key decision 8™ December 2023

RECOMMENDATION OF COUNCILLOR HAMILTON - COX

1.

1.0
1.1

1.2

1.3

That Cabinet considers the following:

e The updated 2024/25 General Fund Net Revenue Budget and resulting
Council Tax Requirement excluding parish precepts (Appendix A) and
supporting budget proposals (Appendix B).

That Cabinet consider the recommendations put forward by Budget &
Performance Panel following its meeting and Public Consultation (Section 5)

INTRODUCTION
Under the Constitution, Cabinet has responsibility for developing corporate planning
proposals and a balanced budget for Council’s consideration.

The Council meeting on 24 January 2024 considered Cabinet’s proposed revenue budget for
2024/25 and approved a City Council Tax increase of 2.99% together with a year-on-year
target of the maximum allowable under the Government’s local referendum thresholds for
future years.

Since that report, several updates have been made to the General Fund Revenue budget to
reflect the best information available, these include:

Recognition of prior year business rates surplus

e Increase in net business rates income following completion of Central Government
NNDR 1 return.

e Increase in prior year forecast council tax deficit.
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GENERAL FUND REVENUE BUDGET 2024/25

The General Fund Revenue Budget for 2024/25, summarised in Table 1 below, is included
at Appendix A, with Service level summary information given at Appendix B. The proposed
budget is balanced, in line with statutory requirements, allowing for a contribution on the
Council’s reserves of £1.724M. At the time of writing, the proposed budget does not take
account of the final local government finance settlement which is due to be approved by
Parliament in “early” February 2024. A budget report will be presented to Cabinet 20%
February 2024 for final consideration ahead of formal recommendation to Council.

Table 1: General Fund Revenue Budget 2024/25

2024/25
£'000

Revenue Budget Forecast as 23 February 2023 23,407
Base Budget Changes

Operational Base Budget Changes 878

Local Plan 423

24,708

Outcomes Based Resourcing Proposals

Savings & Income Proposals (1,233)

Growth Proposals 125

Impact of Review of the Capital Programme (MRP & Interest) (105)

23,495

Impact of Provisional Local Government Finance Settlement (211)
Contribution to/(from) Reserves 1,724
General Fund Revenue Budget 25,008
Core Funding

Revenue Support Grant (433)

Prior Year Council Tax (Surplus)/Deficit 141

Prior Year Business Rates (Surplus)/Deficit (621)

Net Business Rates Income (13,167)
Council Tax Requirement 10,928
Estimated Council Tax Income
(Increase Based on 2.99% for 2024/25 then maximum allowable (10,928)
Resulting Base Budget (Surplus)/ Deficit 0

The proposals set out in the Table 1 above produce a balanced revenue budget for 2024/25,
which forms part of the recommendations of this report. Further details including the latest
projections for future years to 2028/29 can be found at Appendix A

Failure to deliver these savings, efficiency and income proposals would represent a
significant risk to the Council as any shortfall would result in further financial pressures in
2025/26 and beyond.

Table 2 below reconciles the position reported to Cabinet 16 January 2024 to the current
balanced position.
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Table 2 Reconciliation Cabinet 16 January 2024 to Current Position

2024/25
£'000

Revenue Budget Forecast as of 16 January 2024 24,266
Changes
Increase in contribution to reserves:

Recognition of prior year business rates surplus 621

Increase in net business rates income 128

Increase in prior year forecast council tax deficit (7)
General Fund Revenue Budget now reported 25,008

As set out in the report to Cabinet on 16 January work was in progress to determine the prior
year forecast closing position in respect of business rates. A year end surplus is forecast for
2023/24 and this will be recognised in 2024/25. The City Council’s share is £0.621M and, as
previously reported, this will be transferred to the Business Rates Retention Reserve where
it will be used to manage the inherent risk described in paragraph 4.5.

Forecasts in respect of business rates have been finalised following the completion and
submission of the NNDR1 form in line with the 31 January deadline. The final position is
£0.128M more net retained income, largely arising from that retained 100% by the City
Council under the Renewable Energy Disregard.

There has been a minor increase in the prior year forecast council tax deficit following the
final monitoring assessment undertaken prior to submitting the estimated figures to the
County Council, Lancashire Fire & Rescue, and the Police & Crime Commissioner in line with
the 15 January annual deadline. Together with the increase in retained business rates there
is now a small budgetary surplus of £0.121M to transfer to reserves rather than the previously
reported £0.061M shortfall required to balance the budget for the forthcoming yea.

Budget Principles and Assumptions
Within the revenue budget there are several principles and key assumptions underpinning the
proposed revenue strategy. These are:

i. Annually, a balanced revenue budget will be set with expenditure limited to the amount
of available resources.

. No long-term use of balances to meet recurring baseline expenditure.

iii. Key Council resources will be targeted to deliver corporate outcomes and value for
money. Any additional investment and spending decisions will be made to reflect
Council priorities and strategic commitments.
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Table 3 below, lists the major assumptions that have been made for the 2024/25 budget.

Table 3 Major Assumptions within Draft Revenue Budget 2024/25

2024/25
Council Tax Increase 2.99%
Council Tax Collection Rate 98.67%
Business Rates Multiplier: Small Business Rates | Frozen
Business Rates Multiplier: Standard 6.70%
Fees & Charges Various
Inflation — Pay 5.95%
Employer Pensions Contribution 16.30%
Electricity 28p/kWh
Gas 5p/kWh
Inflation — Insurance 10.00%
Other inflation 2.80%
Interest Rate — investments 4.68%
Interest Rate — new borrowing 4.50%

COUNCIL TAX & BUSINESS RATES

Council Tax

Legislation requires that separate estimates be made for any Collection Fund surpluses or
deficits on the Collection Fund relating to the Council Tax and Business Rates.

For Council Tax, it is confirmed that the Collection Fund is expected to have a deficit for
2023/24. The City Council’s share of this is £0.141M.

The maximum Council Tax increase permitted by central government, without reference to a
referendum of 2.99% was agreed by Council on 24 January 2024.As a result the City element
of Council Tax for a band D property will be £256.63.

Business Rates

The Council is required to submit its annual business rates return (NNDR1) to the
Government by the end of January in which it estimates business rates income for 2024/25
and the estimated deficit or surplus as at the end of 2023/24.

The inherent risk associated with the NNDR1 is that the final outturn surplus or deficit position
differs substantially from the estimate, and this has indeed been the case at the Council in
recent years. The Business Rates Retention Reserve is, therefore, utilised to safeguard
against such fluctuations and to hold the impact of the multi-year flow of accounting entries
for the Business Rates Retention Scheme. In this way the General Fund is safeguarded and
a steady income stream in respect of Business Rates maintained.

The table 5 below shows the income from the Business Rates Retention Scheme that will be
recognised in the General Fund during 2024/25
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Table 5: Income from the Business Rates Retention Scheme

2024/25
£EM
Retained Business Rates 9.197
Renewable Energy Disregard Income 3.970
City Share of Prior Year Surplus 0.621
Total Retained Business Rates 13.788

Members will be aware of decommissioning plans for the Heysham 1 and Heysham 2 nuclear
reactors which will have a significant impact on the Council’s finances. Currently the rateable
value of the reactor’'s accounts for a substantial proportion of the Council’s total rateable
value. Central Government operates a “safety net” system to protect those Councils which
see their year-on-year business rate income fall by more than 7.5 per cent. Given the
Council’s exposure it is expected that it will inevitably fall into a safety net scenario and will
need to rely on the Business Rates Retention Reserve to smooth operational shortfalls in the
short term. This is currently expected to arise in 2026/27 in line with the current
decommissioning date for Heysham 1 of March 2026. EDF Energy have indicated that there
may be some scope to extend generation and are keeping this under review being unable to
provide any certainty at this stage.

The Council receives a ‘disregard’ for renewable energy hereditaments which means that
100% of the business rates for these properties is retained by the authority. It is estimated
that in 2024/25, this will be worth £3.970M. Whilst it is evident that this 100% disregard will
continue into 2024/25, there is a risk that the Government will discontinue this advantageous
arrangement at some point in the future.

Council’'s make provision against future levels of appeals made by businesses against their
Rateable Value. The timing and value of appeals is a matter of judgement informed by
available data. Following the 2023 revaluation there is a significant amount of uncertainty
surrounding potential checks, challenges and appeals. In addition, there is a disproportionate
risk arising around the potential of any appeal or potential for outage at the Heysham Power
Station. The uncertainties are managed by keeping the provision under review and retaining
a buffer against risk in the business rates retention reserve. The appeals provision as at the
end of 2024/25 is estimated at £10.957M with the City Council share being £4.383M.

DETAILS OF CONSULTATION
Budget & Performance Panel considered Cabinet’s initial budget proposals at their meeting
on 18 January 2024 and made the following comments.

. Green waste subsidy — Cabinet to re-consider the subsidy being provided for the
service. This will encourage households to compost their garden waste.

. Salt Ayre Leisure Centre — Cabinet to consider benchmarking with other similar
facilities to see what is achievable and ways to achieve excellence at reasonable cost.

. Council Tax information — Cabinet to consider ensuring that, for the meeting with the

public, details of the Council Tax % increase and share for each organisation is
provided. To show the excellent value provided by the City Council.

. Savings already identified — ask Cabinet to consider bringing forward savings already
identified, in line with the rules Cabinet has set itself, if possible.

In line with the Constitution, Cabinet is required to consider these comments.
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5.3 Cabinet’s initial budget proposals were presented for Public Consultation 315t January 2024,
with no comments or observations being recorded.

7.0 OPTIONS & OPTIONS ANALYSIS
7.1 Council may adjust its revenue budget proposals, so long as the overall budget for 2024/25
balances and fits with the proposed Council Tax level.

7.2 Depending on the nature of any alternative proposals put forward, Officers may need time
to assess the risks and implications. This is to ensure that relevant considerations are
taken into account, to support informed and lawful decision making.

7.3  Cabinet will have the opportunity to consider any further changes or amendments at its
meeting 20th February where it will be asked to recommend its Budget to Full Council for
approval at its accordance with the Constitution.

8.0 OFFICER PREFERRED OPTION (AND COMMENTS)
8.1 That Cabinet considers the updates to the General Fund Revenue Budget 2024/25
recognising that a final report will be presented at its meeting 20" February 2024.

9.0 CONCLUSION
9.1 This report addresses the actions required to complete the budget setting process for
2024/25, and for updating the Council’s associated financial strategies.

RELATIONSHIP TO POLICY FRAMEWORK

The budget framework in general sets out a financial plan for achieving the Council’s corporate
priorities and outcomes which incorporate the above cross cutting themes. Equalities impact
assessments are undertaken for the relevant activities which are reflected in the budget.

CONCLUSION OF IMPACT ASSESSMENT

(including Diversity, Human Rights, Community Safety, Sustainability etc)

The proposed budget incorporates measures to address the climate emergency and digital
improvements as well as activities to address wellbeing, health, and community safety.

FINANCIAL IMPLICATIONS
As set out in the report

SECTION 151 OFFICER’S COMMENTS

The s151 Officer has authored this report and his comments are reflected within its content. A
Final Budget report will be presented to Cabinet at its meeting 20" February 2024 at which it will
be asked to make a recommendation to Full Council for approval.

LEGAL IMPLICATIONS
Legal Services have been consulted and have no further comments.

MONITORING OFFICER’S COMMENTS
The Monitoring Officer has been consulted and has no comments
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BACKGROUND PAPERS Contact Officer: Paul Thompson

Appendix A General Fund Revenue Budget 2024-25 || Telephone: 01524 582603
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General Fund Revenue Budget Projections 2024/25 to 2028/29

For Consideration by Cabinet 6 February 2024

2024/25 2025/26 2026/27 2027/28 2028/29
b (0[0]0] £'000 £'000 £'000 b (0[0]0]

GF Revenue Budget/Forecast as at 22 February 2023 23,407 25,253 27,342 27,690 0

GF Revenue Budget/Forecast as at 5 December 2023 24,078 26,469 29,284 29,872 31,020

Base Budget Changes

Further Operational Changes 191 3 9 13 18
Provisional Finance Settlement (211) (121) (121) (121) (121)
Revised Energy Estimates (electric 29p -> 28p, gas 8p -> 5p) (134) (134) (134) (134) (134)
Burrow Beck Income 0 500 0 0 0
City Museum Shop Income 0 (11) (14) (16) (19)
Commercial Property Income Reduction 150 150 150 150 150
Local Plan 423 98 0 0 0
Council Wide (Fees & Charges) (838) (855) (872) (889) (907)
Contributions to/(from) Reserves 1,724 1,168 (600) (500) ??

Latest Budgetary Position 25,383 27,267 27,702 28,375 30,007

Outcomes Based Resourcing Proposals:
Savings/ Income Generation Proposals

Communities & Leisure (113) (160) (163) (166) (169)
Environment & Place (77) (78) (79) (80) (81)
Housing & Property (15) (115) (117) (119) (121)
Planning & Climate Change (110) (112) (114) (116) (118)
Resources (30) (31) (32) (33) (34)
Sustainable Growth (50) (51) (52) (53) (54)
Growth Proposals
People & Policy 12 12 12 12 12
Planning & Climate Change 38 39 40 41 42
Sustainable Growth 75 0 0 0 0
Total OBR Proposals (270) (496) (505) (514) (523)
Revenue Impact of Capital Programme Review (MRP & Interest) (105) (574) 228 228 96

General Fund Revenue Budget 25,008 26,197 27,425 28,089 29,580

Core Funding:

Revenue Support Grant (433)
Prior Year Council Tax (Surplus)/Deficit 141
Prior Year Business Rates (Surplus)/Deficit (621)

Net Business Rates Income (13,167) (13,205) (11,464) (11,769) (12,029)

Council Tax Requirement 10,928 12,992 15,961 16,320 17,551

(EI:::::sacazeb(:si: ol:r:‘ ;.iQIS;af);rIZ:Z‘Z;rZ‘s t;1en max allowable) 10,928 11,367 11,824 12,300 12,794
Resulting Base Budget (Surplus)/Deficit (] 1,625 4,137 4,020 4,757
Incremental Deficit as Percentage of Net Revenue Budget 0% 6% 15% 14% 16%

General Fund Unallocated Balance

£M £M £M £M

Balance as at 1 April 2024-28 (8.686) (8.288) (7.385) (3.248) +0.772
tﬁ In Year allocations +0.000 +0.000 +0.000 +0.000 +0.000
1980 Forecast (Under)/Overspend +0.000 +1.625 +4.137 +4.020 +4.757
3 Other Adjustments +0.398 (0.722)  +0.000 +0.000 +0.000
&' Projected Balance as at 31 March 2025-29 (8.288) (7.385) (3.248) +0.772 +5.529
(aa]

Reserves (8.288) (7.385) (3.248) +0.772 +5.529

Less Recomended Minimum Level of Balances 5.000 5.000 5.000

Available Balances (3.288) (2.385) +5.772 +10.529
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APPENDIX B

Savings and Budget Proposals 2023/24 to 2028/29

2024/25 2025/26 2026/27 2027/28 2028/29

£'000 £'000 £'000 £'000 £'000

Council Wide (Fees & Charges) (838) (855) (872) (889) (907)

‘g Communities & Leisure (113) (160) (163) (166) (169)
3 Environment & Place (77) (78) (79) (80) (81)
é Housing & Property (15) (115) (117) (119) (121)
% Planning & Climate Change (110) (112) (114) (116) (118)
E Resources (30) (31) (32) (33) (34)
< Sustainable Growth (50) (51) (52) (53) (54)

People & Policy 12 12 12 12 12
Planning & Climate Change 38 39 40 41 42
Sustainable Growth 75 0 0 0 0

Total Growth 125 51 52 53 54



CABINET

Page 13

Agenda Iltem 8

Capital Programme 2023/24 — 2032/33

&

Capital Strategy (Investing in the Future)
6 February 2024

Report of Chief Finance Officer

required by regulation.

PURPOSE OF REPORT
To present Cabinet's final budget proposals in order that the Council can approve a
General Fund Capital Programme for 2023/24 to 2028/29 and a Capital Strategy 2024/25 as

Key Decision X | Non-Key Decision Referral from Cabinet
Member

Date of notice of forthcoming key decision 8" December 2023

RECOMMENDATION OF COUNCILLOR HAMILTON-COX

1. That Cabinet recommends the following for consideration and comment by Budget &
Performance Panel:
¢ the updated Capital Programme covering financial years 2023/24 to 2032/33
e the Capital Strategy (Investing in the Future) 2024/25

1.0 INTRODUCTION

1.1 Capital investment, via the Council’s reserves or borrowing, plays a key role in strategic
projects and initiatives for the success of the Lancaster district, as well as transforming and
optimising the Council’s services to its residents.

1.2 The proposed Capital Programme and supporting Strategy, entitled ‘Investing in the Future’
and contained at Appendix B, sets out the relevant context and a proposed framework to

support the Council’s approach to capital investment over the medium term.

2.0 CAPITAL PROGRAMME
2.1 The proposed net investment programme for General Fund for the period to 2032/33 is
included at Appendix A and summarised in the table below.

2023/24 2024/25 2025/26 2026/27 2027/28 2028/29
£M £M £M £M £M £M
Approved Schemes 6.209 6.470 9.266 1.916 1.757 2.481
Schemes Under
Development 0 0.200 4.000 0 0 0
Total 6.209 6.697 13.266 1.916 1.757 2.481
2029/30 2030/31 2031/32 2032/33 Grand
£M Total
Approved Schemes 5.866 0.481 0.329 0.207 35.009
Schemes Under
Development 0 0 0 0 4.200
Total 5.866 0.481 0.329 0.207 39.209
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The current year’s net revised programme (2023/24) now stands at £6.209M. During the next
10 years, a further gross investment of £68.955M is currently planned with external funding
of £29.746M anticipated to support this investment, giving a total net programme from
2023/24 to 2032/33 of £39.209M.

Schemes classified as Under Development have had strategic outline business cases
approved in principle by the Cabinet but cannot commence until full business cases have
been considered and approved, first by the Capital Assurance Group, and then by Cabinet.

Two of the schemes that are classified as Under Development are fully funded by external
grant. The third scheme, Burrow Beck Solar will require significant capital expenditure and
borrowing but the business case will have to show that income arising from the capital
investment can cover all borrowing costs and deliver a positive return to the Council’s revenue
budget.

Overall the programme is balanced, allowing for a gross increase in the underlying need to
borrow (known as the Capital Financing Requirement or CFR), over the five-year period to
2028/29. The Council makes a revenue provision for the repayment of borrowing known as
Minimum Revenue Provision (MRP) which reduces the CFR.

In setting the capital programme the Council must have regard to affordability and the
Treasury Management Strategy sets out through a series of prudential indicators the impact
of the Council’'s Capital Programme on its borrowing to ensure that all borrowing is affordable,
prudent and sustainable.

CAPITAL STRATEGY

The Council is required to adopt a Capital Strategy, and this is included as Appendix B. It
is an overarching document which sets the policy framework for the development,
management, and monitoring of capital investment. It incorporates the Capital Programme,
Asset Management Plan and Treasury Management Strategy.

The strategy also sets out the proposed approach to risk management as well as the
monitoring and evaluation of capital projects. Capital investment decisions will reflect the
priorities included within the Council Plan: Strategic Priorities and supporting strategies

e Schemes to be added to the Capital Programme will be subject to a gateway process
following completion of a capital bid which will be scored against criteria set to measure
strategic, economic, financial, commercial and management criteria in accordance with
the Treasury’s 5 case model. These will be reviewed by a corporate Capital Assurance
Group comprising key Officers alongside the Finance Portfolio Holder and Chairs of
Budget and Performance Panel and Overview and Scrutiny Committee.

e The Capital Assurance Group (CAG) will also oversee capital financing in order to
ascertain that all capital expenditure is affordable, prudent, and sustainable as set out
in the Treasury Management Strategy. CAG’s terms of reference are provided at
Appendix C

The Council recognises that it will play a pivotal role in key projects which will enable the district
to thrive and grow. Further development of the Capital Programme may be needed over the next
few years in order to properly encapsulate major economic development projects.

DETAILS OF CONSULTATION

Consultation has been undertaken with the Council’s external Treasury Management
Advisors, Link Group and in line with the Council’s constitution Budget & Performance Panel
will consider the strategy at its meeting 14 February 2024.
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4.2 To assist Budget & Performance Panel in its scrunty a training session will be held prior to
the meeting, this will be open to all Members.

4.3 Cabinet will have the opportunity to consider any comments at its meeting 20th February
where it will be asked to recommend the strategy to Full Council for approval at its
accordance with the Constitution.

5.0 OPTIONS AND OPTIONS ANALYSIS (INCLUDING RISK ASSESSMENT)

5.1 Cabinet may put forward alternative proposals or amendments to the proposed Strategy
ahead of consideration by Budget & Performance Panel. For capital, Council may adjust its
capital investment and financing proposals taking account of spending commitments and
priorities, but its proposals for 2024/25 must balance.

5.2 Depending on the nature of any alternative proposals put forward, Officers may need time to
assess the risks and implications. This is to ensure that relevant considerations are taken
into account, to support informed and lawful decision- making

6.0 OFFICER PREFERRED OPTION (AND COMMENTS)
6.1 To consider the Capital Programme and Strategy as attached and refer it to Budget and
Performance Panel for review.

7.0 CONCLUSION
7.1 This report addresses the actions required to complete the budget setting process for its
Capital Programme and Capital Strategy.

7.2 If Cabinet, or Budget Council changes its Capital Programme from that which is proposed in
this report then this would require a change in the prudential indicators which are part of the
Treasury Management Strategy.

RELATIONSHIP TO POLICY FRAMEWORK
The Council’s revenue and capital budgets should represent, in financial terms what the Council
is seeking to achieve through its Policy Framework.

The proposed capital programme and supporting strategy is part of the Council’s budget and
policy framework, and fits into the Medium Term Financial Strategy

CONCLUSION OF IMPACT ASSESSMENT
(including Diversity, Human Rights, Community Safety, Sustainability etc)
The proposed budget incorporates measures to address the climate emergency and digital

improvements as well as activities to address wellbeing, health and community safety.

FINANCIAL IMPLICATIONS

There are no financial implications arising directly from this report. However, the proposed levels
and areas of capital investments will require borrowing and other associated costs. Financial due
diligence and assessment will ensure that all the appropriate costs are considered for each
proposal.

S151 OFFICER COMMENTS
The s151 Officer has contributed to the writing of this report and Appendices.
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However, he wished to draw Members attention to the following, the Council’'s Constitution (Part
3 Section 5 — Budget & Policy Framework), where either a new or existing plan/strategy/budget is
being considered, the Overview and Scrutiny Committee or Budget and Performance Panel will
have an opportunity to comment. If it considers it appropriate, Cabinet may then amend its
proposals before submitting them to Council for consideration.

LEGAL IMPLICATIONS

The Council has the legal power to acquire, use and dispose of land principally under the Local
Government Act 1972 and other Acts which give the Council powers to acquire land for a particular
purpose. In accordance with section 120(1), Local Government Act 1972, the Council has the
power to acquire any land where it is for the purposes of (a) any of its statutory functions or (b) for
the benefit, improvement or development of its area.

If the Council decides to dispose of land, there is a legal requirement to obtain best value (with
very limited exceptions).

Depending on the nature of the particular type of property concerned, there may be other statutory
requirements or procedures to be undertaken before any acquisition, appropriation or disposal of
land.

MONITORING OFFICER’S COMMENTS
Capital and Investment Strategies form part of the Budget Framework and their adoption is a
function of Full Council.

BACKGROUND PAPERS Contact Officer: Paul Thompson
Appendix A Capital Programme 2023-24 to 2032-33 Telephone: 01524 582603

Appendix B Capital Strategy - Investing in the Future | E-mail: pthompson@lancaster.gov.uk
Appendix C: CAG Terms of Reference Ref: N/A




2023/24 2024/25 2025/26 2026/27 2027/28 2028/29
() () () () () o
= E = = E E
Gross | External | g § | Gross | External | 4 & | Gross |External| 4 & | Gross |External| g E | Gross |External| g § | Gross |External| gz E
Budget | Funding z é’ Budget | Funding z E‘) Budget | Funding | £ En Budget | Funding | £ §7 Budget | Funding | £ §7 Budget | Funding | £ gu
Service / Scheme o o o o o o
Communities & Leisure £ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £
Salt Ayre Asset Management Plan 259,000 259,000 976,000 976,000 291,000 291,000 0 0 0
Environment & Place
Vehicle Renewals (including electrification of fleet) 1,284,000 1,284,000 1,301,000 1,301,000 5,067,000 5,067,000 630,000 630,000 1,073,000 1,073,000| 1,761,000 1,761,000
Electric Taxis Scheme 0 341,000 (341,000) 0 0 0 0 0
Happy Mount Park Pathway Replacements 8,000 8,000 0 0 0 0 0
UK Shared Prosperity Fund - The Streets Are Ours Public Realm 100,000 (100,000) 0 0 0 0 0 0
UK Shared Prosperity Fund - Heysham Village Toilets 0 99,000 (99,000) 0 0 0 0 0
Housing & Property 0
Mellishaw Park 1,900,000 (960,000) 940,000 0 0 0 0 0
Disabled Facilities Grants 2,099,000| (2,099,000) 0| 3,382,000| (3,382,000) 0 2,331,000( (2,331,000) 0 2,331,000( (2,331,000) 0 2,331,000( (2,331,000) 0| 2,331,000](2,331,000) 0
Next Steps Accommodation Programme 23,000 23,000 0 0 0 0 0
Home Improvement Agency Vehicles 0 127,000 127,000 0 0 0 0
1 Lodge Street Urgent Structural Repairs 422,000 422,000 0 0 0 0 0
Gateway Low Voltage Switchgear 102,000 102,000 0 0 0 0 0
Gateway Solar Array 0 984,000 984,000 0 0 0 0
Lancaster City Museum Boiler 10,000 10,000 0 0 0 0 0
UK Shared Prosperity Fund Lancs CVS Community Warm Hubs 26,000 (26,000) 0 37,000 (37,000) 0 0 0 0 0
Property - Capital Works 0 355,000 355,000 419,000 419,000 814,000 814,000 287,000 287,000 539,000 539,000
Commercial Property - Capital Works 0 62,000 62,000 480,000 480,000 126,000 126,000 41,000 41,000 0
White Lund Depot - Offices 838,000 838,000 996,000 996,000 0 0 0 0
People & Policy
UK Shared Prosperity Fund External Projects 269,000 (269,000) 0 598,000 (598,000) 0 0 0 0 0
Rural England Prosperty Fund External Projects 125,000 (125,000) 0 375,000 (375,000) 0 0 0 0 [
UK Shared Prosperity Fund Digital Tourism Transformation 50,000 (50,000) 0 22,000 (22,000) 0 0 0 0 0
Planning & Climate Change D
Property De-carbonisation Works 0 500,000 (260,000) 240,000( 4,625,000] (2,432,000)| 2,193,000 0 0
SALC -optimised solar farm, air source heating pumps & glazing 17,000 (17,000) 0 0 0 0 0
Resources )
ICT Systems, Infrastructure & Equipment 221,000 221,000 286,000 286,000 286,000 286,000 316,000 316,000 326,000 326,000 181,000 181,00?-A
ICT Laptop Replacement & e-campus screens 124,000 124,000 0 0 0 0 Eq
ICT Nimble 0 300,000 300,000 0 0 0 0
Local Full Fibre Network 1,041,000 1,041,000 755,000 755,000 0 0 0 0
Sustainable Growth
Lancaster Heritage Action Zone 1,148,000 (289,000) 859,000 0 0 0 0 0
Lancaster Heritage Action Zone - St John's Church 0 0 500,000 500,000 0 0 0
Caton Road Flood Relief Scheme 100,000 (100,000) 0| 1,569,000| (1,569,000) 0 0 0 0 0
Centenary House Grant Funded Works 0 749,000 (749,000) 0 0 0 0 0
Lawsons Bridge S106 Scheme 63,000 63,000 0 0 0 0 0
Lancaster Square Routes 0 21,000 (16,000) 5,000 0 0 0 0
Engineers Electric Vehicle 15,000 15,000 0 0 0 0 0
Coastal Revival Fund - Morecambe Co-Op Building 11,000 (11,000) 0 0 0 0 0 0
City Museum Shop 0 30,000 30,000 0 0 0 0
Morecambe Sea Front Parapet Repair 0 30,000 30,000 30,000 30,000 30,000 30,000 30,000 30,000 0
Bare Outfall Flooding 0 50,000 50,000 0 0 0 0
UK Shared Prosperity Fund Maritime Museum Access Improvements 13,000 (13,000) 0 0 0 0 0 0
UK Shared Prosperity Fund Lodge St Environs Enabling Works 72,000 (72,000) 0 0 0 0 0 0
UK Shared Prosperity Fund Museums Accessible Engagement 0 34,000 (34,000) 0 0 0 0 0
Schemes Under Development
Burrow Beck Solar 0 200,000 200,000( 4,000,000 4,000,000 0 0 0
Canal Quarter - Nelson St/St Leonardsgate 0| 2,769,000| (2,769,000) 0 0 0 0 0
Our Future Coast 283,000 (283,000) 0 62,000 (62,000) 0 63,000 (63,000) 0 85,000 (85,000) 0 0 0
GENERAL FUND CAPITAL PROGRAMME 10,623,000( (4,414,000)( 6,209,000( 17,010,000( (10,313,000)| 6,697,000( 18,092,000 (4,826,000)| 13,266,000( 4,332,000( (2,416,000)| 1,916,000| 4,088,000| (2,331,000)|1,757,000| 4,812,000| (2,331,000)| 2,481,000
Financing :
Capital Receipts 0 (127,000) 0 0 0 0
Direct Revenue Financing 0 0 0 0 0 0
Earmarked Reserves (187,000) (38,000) 0 0 0 0
Increase/(Reduction) in Capital Financing Requirement (CFR) 6,022,000 6,532,000 13,266,000 1,916,000 1,757,000 2,481,000




2029/30 2030/31 2031/32 2032/33 10 YEAR TOTAL
() () o [ 0 o [
= E = = 2 E _s2 ® E
Gross | External | ¢ E | Gross | External | 4 § Gross | External 2 E Gross | External 2 & 5 & TES ZE
Budget | Funding | Z 5 | Budget | Funding Z5 Budget | Funding Z 5 Budget | Funding Z 5 =) = 5
o ° o @ 5 2 a o 2
Service / Scheme = = = e = =
Communities & Leisure £ £ £ £ £ £ £ £ £ £ £ £ £ £ £
Salt Ayre Asset Management Plan 0 0 0 0 1,526,000 0 1,526,000
Environment & Place
Vehicle Renewals (including electrification of fleet) 5,543,000 5,543,000 0 0 0 16,659,000 0 16,659,000
Electric Taxis Scheme 0 0 0 0 341,000 (341,000) 0
Happy Mount Park Pathway Replacements 0 0 0 0 8,000 0 8,000
UK Shared Prosperity Fund - The Streets Are Ours Public Realm 0 0 0 0 100,000 (100,000) 0
UK Shared Prosperity Fund - Heysham Village Toilets 0 0 0 0 99,000 (99,000) 0
Housing & Property 0 0 0 0
Mellishaw Park 0 0 0 0 1,900,000 (960,000) 940,000
Disabled Facilities Grants 2,331,000( (2,331,000) 0| 2,331,000( (2,331,000) 0| 2,331,000 (2,331,000) 0 2,331,000| (2,331,000) 0 24,129,000] (24,129,000) 0
Next Steps Accommodation Programme 0 0 0 0 23,000 0 23,000
Home Improvement Agency Vehicles 0 0 0 0 127,000 0 127,000
1 Lodge Street Urgent Structural Repairs 0 0 0 0 422,000 0 422,000
Gateway Low Voltage Switchgear 0 0 0 0 102,000 0 102,000
Gateway Solar Array 0 0 0 0 984,000 0 984,000
Lancaster City Museum Boiler 0 0 0 0 10,000 0 10,000
UK Shared Prosperity Fund Lancs CVS Community Warm Hubs 0 0 0 0 63,000 (63,000) 0
Property - Capital Works 147,000 147,000 0 0 17,000 17,000 2,578,000 0 2,578,000
Commercial Property - Capital Works 0 14,000 14,000 1,000 1,000 0 724,000 0 724,000
White Lund Depot - Offices 0 0 0 0 1,834,000 0 1,834,000
People & Policy
UK Shared Prosperity Fund External Projects 0 0 0 0 867,000 (867,000) 0
Rural England Prosperty Fund External Projects 0 0 0 0 500,000 (500,000) 0
UK Shared Prosperity Fund Digital Tourism Transformation 0 0 0 0 72,000 (72,000) 0
Planning & Climate Change
Property De-carbonisation Works 0 0 0 0 5,125,000| (2,692,000) 2,433,000
SALC -optimised solar farm, air source heating pumps & glazing 0 0 0 0 17,000 (17,000) 0
Resources
ICT Systems, Infrastructure & Equipment 176,000 176,000 467,000 467,000 328,000 328,000 190,000 190,000 2,777,000 0 2,777,000
ICT Laptop Replacement & e-campus screens 0 0 0 0 124,000 0 124,000
ICT Nimble 0 0 0 0 300,000 0 300,000
Local Full Fibre Network 0 0 0 0 1,796,000 0 1,796,000
Sustainable Growth
Lancaster Heritage Action Zone 0 0 0 0 1,148,000 (289,000) 859,000
Lancaster Heritage Action Zone - St John's Church 0 0 0 0 500,000 0 500,000
Caton Road Flood Relief Scheme 0 0 0 0 1,669,000| (1,669,000) 0
Centenary House Grant Funded Works 0 0 0 0 749,000 (749,000) 0
Lawsons Bridge S106 Scheme 0 0 0 0 63,000 0 63,000
Lancaster Square Routes 0 0 0 0 21,000 (16,000) 5,000
Engineers Electric Vehicle 0 0 0 0 15,000 0 15,000
Coastal Revival Fund - Morecambe Co-Op Building 0 0 0 0 11,000 (11,000) 0
City Museum Shop 0 0 0 0 30,000 0 30,000
Morecambe Sea Front Parapet Repair 0 0 0 0 120,000 0 120,000
Bare Outfall Flooding 0 0 0 0 50,000 0 50,000
UK Shared Prosperity Fund Maritime Museum Access Improvements 0 0 0 0 13,000 (13,000) 0
UK Shared Prosperity Fund Lodge St Environs Enabling Works 0 0 0 0 72,000 (72,000) 0
UK Shared Prosperity Fund Museums Accessible Engagement 0 0 0 0 34,000 (34,000) 0
Schemes Under Development
Burrow Beck Solar 0 0 0 0 4,200,000 0 4,200,000
Canal Quarter - Nelson St/St Leonardsgate 0 0 0 0 2,769,000| (2,769,000) 0
Our Future Coast 0 0 0 0 493,000 (493,000) 0
GENERAL FUND CAPITAL PROGRAMME 8,197,000( (2,331,000)| 5,866,000 2,812,000 (2,331,000) 481,000 2,660,000| (2,331,000) 329,000| 2,538,000( (2,331,000) 207,000 75,164,000/ (35,955,000)| 39,209,000
Financing :
Capital Receipts 0 0 0 0 (127,000)
Direct Revenue Financing 0 0 0 0 0
Earmarked Reserves 0 0 0 0 (225,000)
Increase/(Reduction) in Capital Financing Requirement (CFR) 5,866,000 481,000 329,000 207,000 38,857,000

gT obed



Page 19

APPENDIX B

Lancaster City Council

Investing in the Future:

Our Capital Investment
Strategy 2024-2033

This document represents the Councils Capital Strategy as defined by the Chartered Institute of Public
Finance an d Accoun tancy (CIPFA) Prudential Code requirements.

To be reviewed and approved annually by Council
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1. Introduction
1.1. Investing in the Future

The Council's goals for the success of the Lancaster district's people and environment are achieved through
a broad range of different activities, characterised as:

> Services: Regular ongoing activities such as Planning, Council Housing, Public Realm, and Public
Protection. These services are generally funded by continuous ‘Revenue’ funding through the Council’s
regular funding streams such as Council Tax and Business Rates.

Projects: One-off development activities in areas such as Regeneration, Housing, Carbon Zero or Culture
& Heritage initiatives, which may complement or transform an existing service, or create new assets or
capacity (such as land, property or cultural & social assets) for the district. Projects generally require a
one-off ‘Capital’ funding allocation, often over a number of years. Capital funding will be sourced from
external contributions and grants, bids, or joint arrangements with partners where possible. In some cases,
capital funding may require use of the Council’s reserves, disposal proceeds or borrowing from an external
source.

\4

‘////

Asset Maintenance and Renewal: Where there is a known, long term need to regularly invest in an asset
(e.g. regular vehicle fleet, planned reroofing, refurbishment cycles, ICT, or leisure equipment renewals etc).
These are presented initially as a project proposal, and then continue to make use of capital funding over
a number of years. These may need periodic review or adjustment, and borrowing may be incurred to
fund them. Because they either purchase, or add value to our assets, they are generally a capital funding
allocation.

» Review and Repurposing: The Council holds a substantial number of assets to deliver it wide range
services. Regular stock condition surveys will be undertaken and form the basis of the Council’s asset
management plan these will used to inform future investment decisions to ensure best value is achieved.

Capital investment funded through unsupported borrowing also has an impact on the Council's revenue
budget, through the requirement of a ‘Minimum Revenue Provision’ (MRP) to provide for repayments
against borrowed funds.

This strategy for the period 2024-33 sets out a framework for how the Council wishes to invest in the future
of the Lancaster district through ambitious, prudent use of capital funding, known as the Council’s ‘Capital
Programme’.

The strategy will be approved by Council each year at budget setting time, and any material changes will be
presented to Council prior to implementation.

1.2. Sustainable, Strategic Investment

Capital expenditure must be carried out in a way that aligns with the Council’s future financial sustainability;
whilst also contributing to strategic aspirations around the district's environment, economy and communities,
as expressed in the Council’s strategic priorities, summarised below.

A range of investment proposals will be developed, contributing to each of the four priorities, as part of the
Council’s corporate planning activity. This will ensure that the Council can respond to all opportunities for
external investment and grant funding with viable, innovative and impactful schemes that are ready for
implementation.



1: A Sustainable District

Climate Emergency | taking action to
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2: An Inclusive and Prosperous Local
Economy

Community Wealth-Building

Increasing Wellbeing. Reducing

Deliver Effective Services, Take

meet the challenges of the climate

(Morecambe Bay Model)| building a

Inequality | empowering and supporting

Responsibllity | bringing peaple

emergency sustainable and just local economy that | healthy ways of living. and tackling the together to achieve the best outcomes
benefits people and organisations causes of inequality for our communities, in tandem with
running efficient quality public services.
1.1 Carbon Zero 2.1 Social Use of Resources 3.1 Access to Quality Housing 4.1 Value for Money

Achieving Net zero carbon by 2030 while
supporting other individuals, businesses and
organisations across the district to reach the
same goal

Using our land, property, finance and
procurement to benefit local communities
and encouraging residents, businesses,
organisations and anchor institutions to do
the same

Developing mare housing, including
affordable and council owned social housing,
ensuring people of all incomes are
comfortable, warm and able to maintain their
independence

Providing value for money and making good
use of relevant data and analysis to ensure
that we are financially resilient and
sustainable

1.2 Sustainable Energy

Increasing the amount of sustainable energy
produced in the district and decreasing the
district's energy use

22 Sustainable

Developing a sustainable industrial strategy
to support new and existing enterprises,
creating networks and promating innovation

3.2 Quality Public Spaces

Keeping our district’s neighbourhoods, parks,
beaches and open spaces clean, well-
maintained, accessible and safe

4.2 Partnership

Working in partnership with residents, local
organisations, anchor institutions and
partners recognising the skills in our
community to build a powerful force working
for and serving our district

1.3 Climate Resilience

Supporting our communities to grow mare
food, be resilient to flooding and adapt ta
the wider impacts of climate change

2.3 Sustainable Skills

Supporting the development of new skills
and improved prospects for our residents
within and environmentally sustainable local
econamy

3.3 Access to Culture and Leisure

Providing access to and involvement in arts,
culture, leisure and recreation, supporting
our thriving arts, culture and heritage sector

4.3 Investing in Our Skills and Facilities

Having high standards for, and investing in
our facdilities, equipment, and people te
enable us to deliver guality services and meet
our wider ambitions

14 Respecting Nature

Increasing biodiversity, protect our district's
unigue ecalogy and ensure the habitat
provided for wildlife is maintained and
improved

24 Investment and Regeneration
Securing investment and regeneration across
our district

34 Community
Ensuring local communities are active,
engaged, involved and connected

4.4 Listening and Empathy

Listening to our communities and treating
everyone with equal respect, being friendly,
honest and empathetic

1.5 Reduced Waste
Moving towards zero residual waste to
landfill and incineration

2.5 Inclusive Ownership

Promoting business ownership models that
empower the local workforce, such as co-
operatives, social enterprises and community
ownership

3.5 Reducing Inequality and promote
wellbeing

Developing a healthy living strategy to
support wellbeing. Tackling discrimination
and reducing inequality, including food and
energy poverty

4.5 Innovative Public Services

Embracing innovative ways of working to
improve service delivery and the operations
of the council

1.6 Low carbon and Active Transport
Transitioning to an accessible and inclusive
low-carbon and active transport system

2.6 Fair Work

Advocating for fair employment and just
labour markets that increase prosperity and
reduce income inequality

3.6 Early Intervention

Focusing on early-intervention approaches
and involving our communities in service
design and delivery

4.6 Openness

Making responsible decdisions which support
our ambitions for the district whilst being
open, accountable and rooted in evidence

The Capital Investment Strategy is designed to support overall strategic goals by providing clear guidance
and a route by which projects and activities can be proposed, developed, and ultimately delivered through
the prioritisation and allocation of capital funds. This strategy will therefore be strongly linked with the
Council’s wider framework of strategy and policy, including its:

Medium Term Financial Strategy

Asset Management Strategy

Homes Strategy

Climate Emergency and Carbon Zero initiatives
Regeneration and Economic Development activity

YV VYV V VY

1.3. Investment Models

The strategy recognises that there are various ways in which the Council can use capital funding to achieve
strategic goals. These may include shared investment with partners of good financial and reputational
standing.

Another route is for the Council to establish Local Authority Trading Companies (LATCos), which are entirely
separate commercial entities able to independently access capital funding as part of their operations. The
LATCo model also has the potential to create established, long-term income streams including commercial
income.

A LATCo is subject to its own governance and decision-making, as a wholly separate entity from the Council.
This strategy does not set out the terms on which a LATCo may invest to generate a commercial return.
However, it does recognise that the LATCo model may contribute to the achievement of the Council’s wider
investment goals. As Lancaster’s existing LATCos are wholly owned by the Council, they are Assets of the
Council, and we may choose to invest in them in order to grow their Asset value.
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1.4. Housing Provision and the Housing Revenue Account

The Council operates a separate funding stream for the provision of local authority housing, known as the
Housing Revenue Account (HRA). It is a legal requirement for HRA funding to be ring-fenced for the sole
purpose of housing provision.

Maintaining and developing the Council’'s housing provision requires a substantial HRA capital programme,
which is largely funded by housing revenue. The HRA capital programme is delivered in line with the Council’s
HRA Business Plan, and determined via the Council's budget-setting process, with HRA matters considered
separately from General Fund activities.

Where HRA investments may contribute to the Council’s overall social, environmental and place-making
ambitions, decision-making will recognise the statutory HRA ring-fencing requirements.

1.5. Aims of the Strategy

Maintaining a focus on the outcomes described in the Council’s strategic priorities (summarised above), the
Capital Investment Strategy seeks to:

» Define the process for proposing, developing and delivering projects which require capital funding,
including the acquisition of land and property.

» Provide a systematic structure for considering the risks, benefits and outcomes associated with capital
investment.

» Articulate the relevant governance, financial, and monitoring requirements to support capital investment
proposals.

» Support opportunities for investment through LATCos and co-investment with partner organisations.

2. The Strategy: Four Investment Streams

Investing in the future via the Council’s Capital Programme, or LATCo capital activity, will be achieved through
four core Investment Streams. These will provide a structure within which the balance of the Capital
Programme can be maintained in order to deliver against the widest range of strategic objectives.

For each Stream, financial returns and impacts on the Council’s budget or LATCo will be considered alongside
a balanced scorecard which captures quantifiable measures in respect of broad economic, environmental,
and social returns as defined by the Council’s strategic Priorities and Outcomes. Where there is a negative
financial return or an overall cost to the Council, this will be acknowledged as a growth impact on the revenue
budget.

The four Streams, set out below, correspond to each of the Council’s Strategic Priorities in turn.
1) A Sustainable District

This includes schemes developed to deliver demonstrable reduction to carbon emissions in line with the
Council’s goal of reaching net carbon zero by 2030, as well as other priority outcomes for climate change and
the environment. Schemes may include, but are not limited to:

Installation of solar panels,

Investment in larger scale solar energy facilities,
Decarbonising heat and improving thermal efficiency,
Supporting agile working to reduce our carbon footprint,
The increased electrification of our vehicle fleet,

Climate resilience,

Resource efficiency.

VYV VVVYVYYV
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2) An Inclusive and Prosperous Local Economy

This includes schemes developed to provide regeneration benefits that meet the council’s inclusive and
prosperous local economy priority.

Schemes of this kind will assist the Council's lead role in place-making, regeneration and economic
development activity, and the improvement of the district’s town centres to improve economic performance
and encourage future private sector investment. Investment in supporting the district's rich creative and
heritage assets will also benefit local businesses and residents both economically and culturally.

The Council may use its own assets, such as public land and buildings, to achieve long-term socio-economic
development in the district. This may also include the acquisition of land or property or other assets such as
communications infrastructure. Any proposals to acquire land or property must be considered in accordance
with the Prudential Framework as set out in the Council's Treasury Management Strategy.

LATCo investment may be utilised to deliver a financial return from long-term rental income, business rates
and council tax growth to underpin the investment / borrowing and to allow for additional mitigation of risk,
whilst also delivering regeneration and placemaking objectives. Council land and property may be transferred
to a LATCo to facilitate scheme delivery and to enable the LATCo to be signatory to planning agreements.

The Council or LATCo may enter joint arrangements with commercial partners to share risks and rewards and
to ensure that the council can benefit from relevant expertise and experience.

The Council’s capital investments have the potential to generate significant social returns in the District by
increasing wellbeing and improving access to local culture, heritage and leisure. Costs associated with these
investments will be balanced against the achievement of the Council’'s wider goals for the wellbeing of its
communities. Initiatives may include:

Loans to third parties

Investing in Social Capital

Re-use of council assets

Provision of additional, or enhanced housing outside or within the Housing Revenue Account (HRA)

Schemes developed to deliver improved housing in the district to the terms of the council’'s Homes Strategy
may include the development of new housing, as well as purchase of existing housing with a view to
improvements in quality and management. Schemes developed through this aspect of the Stream may be
delivered via a LATCo to enable a long-term revenue income stream.

The council may also enter joint arrangements with commercial partners to share risks and rewards and to
ensure that the council can benefit from relevant expertise and experience.

4) A Co-Operative, Kind and Responsible Council

Schemes and projects that sustain the day-to-day operational delivery of the Council’s services and so
underpin a broad range of Council priorities. Such schemes may include upgrades of key information and
communication systems.

Transformation and ‘Invest to Save’ proposals provide one-off project funding to services to help services
become more efficient and effective. These schemes may deliver a direct financial return through efficiencies
and savings, or an indirect benefit through enhanced service provision in respect of the Council’s strategic
goals.

Capital investment in property may also be considered where it complies with the Capital Investment
Regulations and Guidance and meets the Council’s priorities. — LATCos and other forms of special purpose
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vehicle may also be established to generate income that can be invested in delivering Council priorities to
reduce reliance on Council expenditure and therefore support the Council’s financial sustainability.

3. Capital Investments Regulation & Guidance

Alongside the Council’s strategic ambitions, the Local Government Act 2003 (the Act) and supporting
regulations requires the Council to have regard to the Chartered Institute of Public Finance and
Accountancy (CIPFA) Prudential Code, the CIPFA Treasury Management Code of Practice (the Code) and
Investment Guidance (the Guidance) issued by The Ministry of Levelling Up, Housing and Communities
(LUHC) to ensure that the Council’s capital investment plans are affordable, prudent and sustainable.

Depending on the circumstances, the Council will fund acquisitions through grants, contributions or capital
receipts; or by utilising borrowing, reserves, or a combination of both. It is worth noting that following the
review of local authority borrowing from Public Works Loan Board (PWLB) it is no longer possible to utilise
PWLB to fund commercial investment projects.

HM Treasury has issued guidance to local authorities as to the appropriate use of PWLB. The guidance details
the characteristics of projects that would be supported, set out as follows:

» The project is addressing an economic or social market failure by providing services, facilities, or other
amenities that are of value to local people and would not otherwise be provided by the private sector.

» The local authority is making a significant investment in the asset beyond the purchase price: developing
the assets to improve them and/or change their use, or otherwise making a significant financial
investment.

‘////

The project involves or generates significant additional activity that would not otherwise happen without
the local authority's intervention, creating jobs and/or social or economic value.

Y

While some parts of the project may generate rental income, these rents are recycled within the project
or applied to related regeneration projects, rather than being applied to wider services.

All capital schemes will follow the provisions of the Prudential Code, and where applicable other capital
schemes will follow the DLUHC Investment Guidance. As a minimum the following will be kept under review:

Y

Transparency and Democratic Accountability
Contribution

Proportionality

Prudential Indicators (Affordability & Sustainability)
Borrowing in Advance of Need

Capacity and Skills

YV V VYV V

Y

A LATCo can source capital borrowing to fund investment for a commercial return as part of its activities,
Although, the rates of any borrowing incurred to fund these projects would ordinarily reflect the prevailing
financial market conditions to address any associated internal and external risks. In addition as a wholly owned
company the financial statements of a LATCo are required to be consolidated into the Council’'s annual
statement of accounts. Any investments seeking a commercial return could be delivered via a LATCo and
considered under the LATCo's independent governance and decision-making structure.
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3.1. Revised CIPFA Treasury Management Code and Prudential Code

CIPFA published the revised codes on 20™ December 2021. This Council has to have regard to these codes of
practice when it prepares the Treasury Management Strategy Statement, and also related reports during the
financial year, which are taken to Full Council for approval. The revised codes have the following implications:

» arequirement for the Council to adopt a new debt liability benchmark treasury indicator to support
the financing risk management of the capital financing requirement;

» clarify what CIPFA expects a local authority to borrow for and what they do not view as appropriate.
This will include the requirement to set a proportionate approach to commercial and service capital
investment;

» address ESG issues within the Capital Strategy;

» require implementation of a policy to review commercial property, with a view to divest where
appropriate;

» create new Investment Practices to manage risks associated with non-treasury investment (similar to
the current Treasury Management Practices);

» ensure that any long term treasury investment is supported by a business model;
» arequirement to effectively manage liquidity and longer term cash flow requirements;

» amendment to Treasury Management Practice 1 to address ESG policy within the treasury
management risk framework;

» amendment to the knowledge and skills register for individuals involved in the treasury management
function - to be proportionate to the size and complexity of the treasury management conducted by
each council;

» a new requirement to clarify reporting requirements for service and commercial investment,
(especially where supported by borrowing/leverage).

In addition, all investments and investment income must be attributed to one of the following three purposes:
Treasury Management

Arising from the organisation’s cash flows or treasury risk management activity, this type of investment
represents balances which are only held until the cash is required for use. Treasury investments may also
arise from other treasury risk management activity which seeks to prudently manage the risks, costs orincome
relating to existing or forecast debt or treasury investments.

Service delivery

Investments held primarily and directly for the delivery of public services including housing, regeneration and
local infrastructure. Returns on this category of investment which are funded by borrowing are permitted
only in cases where the income is “either related to the financial viability of the project in question or otherwise
incidental to the primary purpose”.
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Commercial return

Investments held primarily for financial return with no treasury management or direct service provision
purpose. Risks on such investments should be proportionate to a council’s financial capacity — i.e., that
‘plausible losses’ could be absorbed in budgets or reserves without unmanageable detriment to local services.
An authority must not borrow to invest primarily for financial return.

4. Delivering the Strategy
4.1. The Capital Investment Lifecycle

Capital investment schemes across the four Investment Streams must be considered, prioritised and evaluated
in a consistent way, ensuring a clear rationale for investment including:

» Strategic Fit: What is the proposal aiming to achieve, and how does this align with corporate priorities?

» Financial: What are the financial circumstances for the project, e.g. is funding readily available and is it
affordable? Will the proposal deliver a return in line with the targets established for each Investment
Stream?

> Legislation and Compliance: Is the proposal required in order to meet statutory or legislative
requirements?

» Risk: What risks are identified, and how will the proposal mitigate and manage these?

» Project Management: How will the project be delivered in order to maximise its financial and social
return in a timely way?

To achieve a capital funding allocation as part of the Capital Programme, all proposals will be subject to a
comprehensive Business Case development process in five stages, known as the ‘Capital Investment
Lifecycle’. The process will be designed to fit with the Council’s corporate project management processes, to
streamline the development and delivery of capital investment projects and allow for information to be shared
and monitored consistently and effectively. Projects progressing through the stages will use the Council’s
project management systems and processes.

Stage 1: Inception

Prior to officer time being spent on scoping a project, a discussion will take place between the relevant
Cabinet portfolio holder and officers, ensuring that the project fits with the Council’s wider strategy before
pursuing further development activity. The inception summary will provide advice on any capacity or funding
associated with developing the project to Stage 2.

Stage 2: Scoping the Scheme and Preparing the Strategic Outline Case (SOC)

The purpose of this stage is to confirm the strategic context and provide a robust case for change. This stage
will consider the strategic, economic, procurement, financial and management cases and include a financial
analysis taking account of the targets set out for each Investment Stream. The SOC will also provide advice
on the costs associated with developing the proposal to Stage 3. The SOC will be considered by the advisory
Capital Assurance Group (CAG), which will provide comment to Cabinet and / or the relevant decision-making
body. Approval of the SOC by Cabinet will confirm the project’s position in the longlist of ‘pipeline’ schemes
for which a full business case will be produced.

Stage 3: Full business case (FBC)

The purpose of this this stage is to propose a viable, feasible project. The FBC will



Page 28

Recommend the most economically advantageous offer

Document any contractual arrangements

Confirm funding sources and / or requirements

Demonstrate compliance with the Prudential Framework and HM Treasury ‘Green Book’ investment
appraisal guidance

Set out the detailed management arrangements, costs and plans for successful delivery and post
evaluation.

VYV VYV

\%4

The FBC will be considered by CAG and Cabinet and / or the relevant decision-making body. Approval of the
FBC by them will confirm the scheme’s inclusion within the Capital Programme.

Stage 4: Implementation

The business case should be used during the implementation stage as a reference point for monitoring
implementation, and for logging any material changes that the Council is required to make. The project will
follow performance reporting protocols which will ensure that project progress, impact on outcomes and
financial performance is measured throughout the project and following its completion.

Stage 5: Evaluation

The business case and its supporting documentation should be used as the starting point for post-
implementation evaluation, both in terms of how well the project was delivered (project evaluation review)
and whether it has delivered its projected benefits as planned (post implementation review) to the Council,
in meeting strategic aims.

4.2. Governance Arrangements

All capital investment proposals must be subject to due diligence processes to ensure

‘////

Transparency

Democratic Accountability
Ethical Responsibility
Strategic Alignment

YV VY

Y

As part of the Capital Investment Lifecycle, proposals will be subject to a governance framework including
the following elements:

Capital Assurance Group (CAG)

An advisory working group comprising representation from Cabinet, Strategic Leadership Team, Overview &
Scrutiny, Budget & Performance Panel, Council Business Committee and relevant specialist officers. CAG will
consider SOCs and FBCs and make advisory recommendations to budget holders. Comments from individual
members will be provided to Cabinet. CAG's Terms of Reference can be found at Appendix B.

Capital Investments Appraisal Group (CIAG)

An officer group with relevant expertise from sustainable growth, housing & property, legal and finance,
supported by external expertise and resource as required. The group will consider all potential capital
investments in the first instance, following approval from the relevant Cabinet portfolio holder. The group will
develop proposals for consideration by CAG. Proposals will first be brought to CAG at Stage 2 (see above),
accompanied by an SOC. SOCs approved by Cabinet will return to CAG at Stage 3, accompanied by an FBC.

Cabinet
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Cabinet submits the annual Budget Framework to Council, including the Capital Investment Strategy and
Capital Programme. It is responsible for consideration and decision-making on capital expenditure proposals
within the Budget & Policy Framework and in line with the relevant guidance. Before officer time is spent on
scoping a project, approval should be obtained from the relevant Cabinet portfolio holder.

Overview & Scrutiny (O&S)

Early involvement of the Chair of O&S in CAG meetings enables early scrutiny and added value through
shaping of capital decision-making. This involvement does not remove or negate the right of O&S to call-in
any decision made by Cabinet.

Budget & Performance Panel (B&PP)

The Panel will review the financial and operational performance of the Capital Investment Strategy as part of
its Budget Framework scrutiny role.

Council

Full Council is responsible for approving the Capital Investment Strategy as part of the annual Budget
Framework, including any material changes. Revisions to the Capital Programme and any associated financing
requirements that are outside of the budget and policy framework may be presented for approval throughout
the year. However, there is the expectation that this would be of limited application and only reflect urgent
situations.

A half yearly report on compliance with the prudential framework and investment guidance will be considered
by Cabinet, Budget & Performance Panel and Council.

4.3. Risk Management

Effective risk management will allow the council to adapt rapidly to change and develop innovative responses
to challenges and opportunities. The risk management cycle for capital projects incorporates risk
identification, risk analysis, risk control and action planning and risk monitoring and review.

All significant capital projects will comply with the council’s project management process which follows good
practice in the management of risk.

A full assessment of property risk will be carried out individually for each property acquisition proposal before
entering any commitment. A further due diligence review will be undertaken in respect of a wide range of
risk factors for all investment proposals which are taken forward.

The Council’s asset portfolio will be risk managed through a regular, systematic asset challenge process which
will review each asset’s performance, investment requirements and ongoing viability within the portfolio. This
process will be developed through a forthcoming Asset Management Strategy.

4.4. Monitoring and Evaluation

Each capital proposal will set out targeted benefits aligned with the Council’s strategic priorities. The
performance of each proposal during the implementation and evaluation stages will be monitored to provide
assurance on the achievement of its strategic and financial objectives.

The monitoring and evaluation process will include:

» Delivering Our Priorities: Performance, Projects and Resources | The capital programme will be
regularly evaluated as part of overall performance monitoring which incorporates financial, project and
performance measures. This information is reported quarterly to Cabinet and B&PP.
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» Capital Investment Strategy Monitoring | As the strategy is key to delivering the Council’s strategic
goals, regular progress against the Council’'s Corporate Plan Priorities & Outcomes will take place to
ensure resources are appropriately allocated.

» LATCo Asset Monitoring | Investments made by a LATCo for a commercial return will be considered by
the LATCo's shareholder committee. The impact of the LATCo's financial return on the Council’s financial
position will be considered alongside other financial monitoring information.

\%4

Prudential Framework | A half-yearly report on prudential indicators demonstrating the Capital
Programme’s ongoing prudence, affordability and sustainability will be considered by Council.

4.5. Capacity, Skills and Professional Advice

Guidance requires that elected members and officers involved in the investment decision-making process
have appropriate capacity, skills and information to enable them to take informed decisions as to whether to
approve a specific capital investment. In addition, it places a duty on the Council to ensure that advisors
negotiating contracts on its behalf are aware of the core principles of the prudential framework and the
regulatory regime in which the Council operates. This will be achieved by ensuring a proportionate and
effective training programme, obtaining appropriate professional advice to inform the decision-making
process and by ensuring that procurement arrangements provide relevant information to potential advisers
of the specific principles, regulations and governance relevant to local government.

The council will appoint specialist advisors to provide training to ensure that relevant officers and members
have the required skills to make informed decisions and assess the associated risks. This training will take
place before any investment decisions associated with the Capital Investment Strategy are considered, and
on a regular basis, to ensure that Officers are engaged in continual professional development in relation to
property investment activity; and that Members, as decision makers, have the skills, knowledge and relevant
information to effectively assist the decision-making process. This will include training for new Members of
the Council.

Investing in land and properties to achieve business objectives and to generate returns is a specialist and
potentially complex area. The Council employs professionally qualified and experienced staff in senior
positions with responsibility for developing capital expenditure, borrowing and investment proposals. Where
skills or capacity are lacking, the Council or LATCo will engage the services of professional property, legal and
financial advisors, where appropriate, to access specialist skills and resources to inform the decision-making
process associated with this Strategy. Ongoing measurement of the impact of investment decisions on
borrowing and affordability through Prudential or other relevant indicators will ensure that the overall risk
exposure remains within acceptable parameters. The Council currently uses Link Asset Services, Treasury
solutions as treasury management advisors.
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5. Our Assets
The Council has a range of assets which it utilises to deliver its wide range of services throughout the District.

The total valuation of these at the start of the financial year 2023/24 was £320.73M. The main constituents of
these assets are as follows

Asset Type £M
Council Housing & Other Assets 151.23
Property Plant & Equipment 110.53
Community Assets 8.67
Investment Property 40.76
Heritage Assets 9.52
Intangible Assets 0.02
Total 320.73

Council Housing
At the start of the financial year the Council held 3,644 dwellings in total within its Housing Revenue Account.
These dwellings include 1, 2, 3 & 4 bedroomed, houses, bungalows, flats maisonettes and bedsits.

Number and Type of Dwellings

Bedsits 86
Houses & Bungalows 653
1 Bedroom .
Flats & Maisonettes 545
Houses & Bungalows 471
2 Bedroom ]
Flats & Maisonettes 663
Houses & Bungalows 1,114
3 Bedroom ]
Flats & Maisonettes 8
4 or more bedroomed
. 90
dwellings
Total Dwellings 3,630

Property Plant & Equipment

These are assets which the Council predominately uses to deliver its services. These assets include Municipal
Buildings, works depot, leisure centre and car parks. It also includes its refuse collection and vehicle fleet as
well as various land holdings. The value of these assets at the start of 2023/24 financial year is provided in
the table below

Vehicles,
Land & Plant Infrastructure Surplus Assets Under Total
Buildings Furniture & Assets Assets Construction
Equipment
£M £M £M £M £M £M
57.68 12.31 37.94 2.46 0.14 110.53
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Investment Assets

This type of Council asset is held primarily to generate income and comprise a mix of office and retail lets
together with agricultural and commercial land and commercial buildings. Further detail in respect of the
Council's investment properties is given in section 8.

Investment Asset Type £M
Office 4.10
Retail 6.73
Agriculture & Allotments 1.29
Commercial Land 8.07
Commercial Building 11.90
Mixed Commercial 8.67
Total 40.76

Heritage Assets

The Council’s heritage assets include 82 pieces of civic regalia, its museums’ collections at the Maritime,
Cottage and City museums in Lancaster, pieces of artwork, items of Gillow furniture and public artwork
including the statue of Eric Morecambe on Morecambe promenade.

Intangible Assets
These comprise software and software licenses held for the Council's key systems.

Asset Management
The key objectives of the Councils’ Asset Management Policy are to:
> Provide the right buildings in the right place and at the right time and cost to meet the current
and future aims, objectives, policies and plans of the Council.

» Optimise and prioritise the level of investment in property assets to minimise maintenance
backlog, improve fitness for purpose and optimise occupancy levels.

» Maximise the value received from our non-operational commercial portfolio.
» Continue to improve the environmental sustainability of the Council’s property portfolio.

Promote the innovative use of property by enabling urban regeneration and facilitating joint
working with our partners and stakeholders.

\%

Challenge the use of land and buildings held by the Council to minimise revenue expenditure and
maximise the generation of capital receipts.

\%4

Valuations

The Council is required by accounting regulations to value its assets on a regular basis and currently values
its General Fund assets on a rolling 3-year cycle. It is required to undertake a formal valuation of is HRA assets
every 5 years in line with Department for Levelling Up Housing & Communities requirements. The last formal
valuation was undertaken 1st April 2021. A desktop revaluation is undertaken for HRA assets in the
intervening years to ensure that values are current.
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All valuations are performed "“in house” by qualified valuers within the Council’s Property Services Team. The
valuations are performed using appropriate stipulations as detailed by the Royal Institute of Chartered
Surveyors (RICS) and presented in the Council's Statement of Accounts within accord of the Statement of
Recommended Practice (SORP).

The details of the assets are held and recorded in a variety of sources in order to meet the operational and
management requirements of the Council. This enables a bespoke management system of operation so that
maximum utilisation of the asset can be developed.

Whilst services have bespoke arrangements for the assets held under their responsibility the Financial Services
maintains the prime records that are used for the production of the Council's Statement of Accounts. These
are reconciled on a regular basis to ensure accuracy and relevance.

6. Capital Expenditure -

Capital Programme
The Council plans gross expenditure, which excludes grants from other bodies of approximately £58.96M on
General Fund and £29.47M on HRA capital schemes between 2023/24 — 2028/29.

2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027/28 | 2028/29 Total
Gross C:apltal Estimate | Estimate | Estimate | Estimate | Estimate | Estimate 2023724
Expenditure to

£M £M £M £M £tM £M 2028/29

General Fund 10.62 17.01 18.09 4.34 4.09 481 58.96
Housing Revenue
Account (HRA) 8.33 477 3.93 3.90 419 435 29.47
Total 18.95 21.78 22.02 8.24 8.28 9.16 88.43

Financing & Affordability

The Council's Capital Programme is financed by a mixture of external grants, capital receipts generated from
property and right to buy disposals, contributions from reserves and unsupported borrowing. The planned
application of resources to capital projects is set out below:

2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027/28 | 2028/29 | Total

Estimate | Estimate | Estimate | Estimate | Estimate | Estimate Zozti/ 24
Financed by: £M £IM £IM £IM £IM £M 2028/29
Capital receipts -1.82 -0.16 -0.00 -0.00 -0.00 -0.00 -1.98
Capital grants -4.92 -10.73 -4.83 -242 -2.34 -2.33 -27.57
Capital reserves -3.72 -4.32 -3.93 -3.90 -4.19 -4.35 -24.41
Revenue -2.47 -0.04 -0.00 -0.00 -0.00 -0.00 -2.51
Financing Total -12.93 -15.25 -8.76 -6.32 -6.53 -6.68 -56.47
Net financing
need for the year 6.02 6.53 13.26 1.92 1.75 2.48 31.96

This table shows a net need for financing the Capital Programme of £31.96M which would require the Council
to undertake additional borrowing. Additional borrowing could be used only to finance capital expenditure
in respect of General Fund and Housing Revenue Account.
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The Council sets its level of capital investment in line with the statutory requirements of prudence,
affordability and sustainability as set out in the Prudential Code for Capital Finance issued by CIPFA.

The Council assesses the affordability of the General Fund programme by looking at the financing costs of
borrowing (interest and loan repayments) as a proportion of its net revenue stream. For general fund these
are expected to increase over the life of the capital programme. The table below provides details of this key
indicator

2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027/28 | 2028/29
Estimate | Estimate | Estimate | Estimate | Estimate | Estimate
% % % % % %
General Fund 19.94 18.20 20.20 24.65 23.79 22.30
HRA 17.00 16.22 16.25 15.99 15.75 15.75

This table shows that the cost of debt financing is estimated to be between 18.20% and 24.65% of the
Council's general fund net revenue budget between 2023/24 and 2028/29.

The Housing Revenue Account capital programme has its prudence, affordability and sustainability set out in
a thirty-year business plan.

Further details on the impact of the Capital Programme on the Council’s borrowing are included below

7. Treasury Management

Treasury management deals with the management of cash flows resulting from the Council’s day-to-day
operations. It ensures that the cash flows are adequately planned with cash being available when it is needed.
Surplus monies are invested in low risk counterparties or instruments commensurate with the Council’'s low
risk appetite, providing adequate liquidity initially before considering investment return.

The Treasury management service also covers the funding of the Council’s capital plans which provide a guide
to the borrowing need of the Authority.

Governance & Scrutiny

The Council's Treasury Management Strategy including its Prudential and Treasury indicators is approved
annually by Full Council. Council also receives and approves a mid-year treasury management report which
sets out in year progress of the treasury position and an annual treasury report which sets out how actual
treasury operation compared to the estimates within the strategy.

Both Cabinet and Budget and Performance Panel scrutinise the above reports before they are presented to
and approved by Council.

The Section 151 officer and his staff have delegated authority to make decisions in respect of detailed
investment and borrowing acting in line with the framework set out in the treasury management strategy.
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Investment
The Council's investment strategy prioritises firstly security, secondly liquidity and then return. This maintains
a firm focus on minimising risk rather than on maximising returns.

The Treasury Management Strategy sets out the authority’s approach to managing investment risk in line
with the following principles:
» Using minimum acceptable credit criteria to generate a list of highly creditworthy counterparties,

facilitate diversification and avoid concentration of risk

» Defining the list of types of investment instruments that the treasury management team are

authorised to use

Setting lending limits for each counterparty and transaction limits for each type of investment

» Setting the limit for the amount of its investments which are invested for longer than 365 days at
nil

> Specifying that investments will only be placed with counterparties with a minimum sovereign
rating of AAA (Fitch)

v
/

A\

v
/

The Council’s Investments at 30.12.2023 were:

Balance 31.12.2023 £M Liquidity
Bank Accounts 0.48 | Instant Access

Money Market Funds 11.50 | Instant Access
Other Local Authorities 0.00 | Instant Access
Money Market Funds 0.00 | Fixed Term
Other Local Authorities | 23.00 | Fixed Term
Total Investments 34.98

Borrowing

As part of its treasury management activities the Council considers forward projections for borrowing to fund
its capital expenditure plans working within the self-regulating framework of the Prudential Code for Capital
Finance.

The framework requires authorities to determine that capital expenditure and investment decisions are
affordable, prudent and sustainable and to set limits on the amount they can afford to borrow in the context
of wider capital planning.

The Council’'s underlying need to borrow is represented by its Capital Financing Requirement (CFR). The CFR
is the total amount of capital expenditure (including that from prior years) that has not yet been paid for from
either revenue of capital resources.

2023/24 2024/25 2025/26 2026/27 2027/28 2028/29
Estimate Estimate Estimate Estimate Estimate Estimate

£M £M £M £M £M £M
CFR - Non- 66.95 70.47 80.54 77.81 74.99 73.00
Housing
CFR - Housing 34.09 33.05 32.00 30.96 29.92 28.88
Total CFR 101.04 103.52 112.54 108.77 104.91 101.88
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The authority currently maintains an under-borrowed position meaning that it uses cash backed reserves to
defer the need to externally borrow for capital investment. Forecasting of cash backed reserves facilitates a
long term view of the level of risk associated with borrowing internally.

The table below shows the projection of external debt and internal borrowing using cash backed reserves:

2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027/28 | 2028/29
Estimate | Estimate | Estimate | Estimate | Estimate | Estimate
£M £M £M £M £M £M
External Debt
Debt at 1 April 59.01 63.97 7193 80.88 79.84 78.80
Exepbided changein |, g6 7.96 8.95 -1.04 -1.04 -1.04
‘:tc;‘;a:wirr‘zshs debt | 6397 | 7193 | soss | 7984 | 7880 | 77.76
The Capital
Financing 101.04 103.52 112.54 108.77 104.91 101.88
Requirement
Under Borrowing -37.07 -31.59 -31.66 -28.93 -26.11 -24.12

The council is required to “repay” an element of its General Fund CFR each year through a revenue charge,
the minimum revenue provision (MRP). The Treasury Management Strategy sets out the MRP policy adopted
by the authority. The Council also makes physical cash repayments on a loan taken out to purchase the
authority’s housing stock in 2012 which are counted as MRP.

The following table sets out how MRP will be used to repay the underlying debt:

2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027/28 | 2028/29
Estimate | Estimate | Estimate | Estimate | Estimate | Estimate
£M £M £IM £IM £M £M
General Fund
MRP 3.38 3.52 10.07 -2.73 -2.82 -1.99
HRA MRP -1.04 -1.04 -1.04 -1.04 -1.04 -1.04
Total 2.34 2.48 -9.03 -3.77 -3.86 -3.03

The Council sets an authorised limit for external debt. This represents a limit beyond which a local authority
must not borrow unless prudential indicators have been renewed or amended. It also sets an operational
boundary for external debt. This represents a limit that is based on the maximum external debt of the

authority based on expectations. The expectation is that there would be no sustained breach of the
operational boundary.

The Treasury Management Strategy sets out the following operational boundary and authorised limit for
borrowing:

2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027/28 | 2028/29
Estimate | Estimate | Estimate | Estimate | Estimate | Estimate
£IM £M £IM £IM £M £M
Operational Boundary 102.04 104.52 113.54 109.77 105.91 102.88
Authorised Limit 117.00 120.00 129.00 125.00 121.00 118.00
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8. Commercial Activity

Current Position
The Council’s existing investment property portfolio is comprised of a mix of office and retail lets together
with agricultural and commercial land and commercial buildings as set out below:

The majority of this portfolio has been accumulated by the Council over a number of years rather than actively
acquired. Tenancy agreements are produced by the Council’s Estates Management Team in consultation with
Legal Services and range from leases, licences and other agreements such as easements, wayleaves and rights
of way

The Council is obliged to obtain the best price it reasonably can for its commercial lets. Most properties have
rents which are set based upon market conditions and comparable evidence to support the decision making
process includes that from local agents, rents associated with other Council properties, recent transactions,
inflation etc.

Performance Monitoring

Performance monitoring will be developed to ensure that investments are monitored on a routine and
exception basis and will determine what performance measures will trigger an exception report so that full
council is aware at the earliest opportunity of any material increase in risk or threat to ongoing yield. The
Capital Strategy will be updated with this information in due course.
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APPENDIX C

Capital Assurance Group: Terms of Reference

Role

1. The Capital Assurance Group (CAG) is a Member and officer working group with a clear remit to be
the Council’s advisory body on the Council’s Capital Investment Strategy.

2. The Capital Investment Strategy has clear priority areas of work which although distinct from one
another should be considered in an integrated manner when forming and delivering the Council’s
capital programme and related areas.

3. The types of Capital Investments which may be considered when forming the capital programme
relate to the four priority areas of the Council Plan 2024-2027 and beyond.

a)

b)

d)

A Sustainable District. These include schemes to deliver demonstrable reduction to carbon
emissions in line with the Council’'s goal of reaching net carbon zero by 2030, such as
installation of solar panels, or investment in larger scale solar energy facilities, as well as
supporting agile working to reduce our carbon footprint, and the increased electrification of
our vehicle fleet. Schemes which mitigate the effects of climate change may also be included.
An Inclusive and Prosperous Local Economy. These include schemes to assist the
Council’s lead role in place-making, regeneration and economic development activity, and the
improvement of the District’'s town centres to improve economic performance and encourage
future private sector investment. Initiatives to use public land and buildings to achieve long-
term socio-economic development within the Lancaster District may also be included, as well
as investment in supporting the district’s rich creative and heritage assets to benefit local
businesses and residents both economically and culturally.

Healthy and Happy Communities. These include schemes to generate significant social
returns in the District, such as the development of new housing, purchasing of existing housing
with a view to improvements in quality and management, investment loans to third parties and
re-use of Council assets, along with improving access to local culture, heritage and leisure to
increase wellbeing.

A Co-operative, Kind and Responsible Council. These are investments that sustain the
day to day operational delivery of the Councils services which underpin a broad range of
Council priorities. Such schemes may include upgrades of key information and communication
systems, as well as transformation and ‘Invest to Save’ proposals, which provide one-off
project funding to help services become more efficient and effective

Composition of CAG
4. The group will consist of the following Members and officers. Where representatives are not able to
attend, a suitable alternative will attend in their place.

Standing Membership —

Cabinet Finance Portfolio Lead

Chief Executive

Overview and Scrutiny Chair

Budget and Performance Panel Chair

Business Committee Chair

Cabinet Governance Portfolio Holder

Chief Officer — Property Investment & Regeneration
Section 151 Officer

Governance Officer Lead

Additional representation as and when required may include

Relevant Cabinet Portfolio Holders — as required by nature of the investment proposals
Relevant Chief Officer - as required by nature of the investment proposals

Relevant Lead Officers — as required by nature of the investment proposals

Capital Finance Officer Lead

Asset Management Officer Lead
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APPENDIX C
Property Services Officer Lead
ICT Representation
Programme Manager
External Consultants

Frequency and Format of Meetings

5.

Remit

The CAG will meet quarterly by routine but may also meet on an ad-hoc basis as required as and
when key proposals come forward. Routine meetings will be co-ordinated so that they inform
monitoring processes to Cabinet and Budget and Performance Panel. The meetings will be held via
Teams, unless the Chair agrees a face-to-face meeting would significantly improve meeting outcomes
and provides reasonable notice.

A forward plan of items to be considered on an annual cycle will be developed, and agendas with
supporting briefing papers will be issued at least 3 working days before the meeting where practicable.
Presentations delivered at meetings will be provided to Members in advance, or otherwise included
with meeting notes. The meeting notes will form part of briefings to Cabinet, and Members will be able
to request particular points made in the meeting to be clearly placed within meeting notes to further
enrich and inform decision-making.

CAG’s remit is to contribute to the development and oversight of the Council’s capital programme.
This will include assessing initial proposals and business cases through to delivering the programme
and assessing its effectiveness in respect of corporate priorities.

With respect to Capital Investment Strategy
a) To keep the Capital Investment Strategy document under review ensuring that it reflects the
Council’s capital investment priorities and review the Strategy as part of the MTFS update.
b) To ensure that the Capital Strategy is informed by and consistent with the Council Plan 2024-
2027 and associated strategies, and the Asset Management Plan.

With respect to the Capital Programme

c) To consider all strategic outline cases and full business cases for capital investment, in terms
of strategic fit, financial and resource implications, risk, benefits, outcomes and legislation and
compliance. To make advisory recommendations to budget holders and to provide comments
on these matters from individual members to Cabinet, having regard to the scrutiny process.

d) To check that the information available for projects is complete and sufficient to inform
evidence-led and effective decision-making, and to identify areas where information may need
to be strengthened to enable an informed decision to be made.

e) To monitor the progress of each scheme within the capital programme in terms of progress to
date, expenditure, and delivery of outcomes including those classified within the pipeline.

f) To review all completed schemes with respect to outcomes and impact as well as lessons
learned

g) To monitor the resources available to support the Capital Programme and ensure that, at all
times, it remains affordable, sustainable and prudent.

h) To maintain the capital bid and scoring assessment framework, which captures quantifiable
measures in respect of broad economic, environmental, and social returns as defined by our
priority outcomes

With respect to the Asset Management Plan
i) Own and ensure the development of the Asset Management Plan and long-term property
strategy, ensuring that it is line with Council Plan / MTFS objectives.
i) To undertake annual review of property holding to ensure that all property is utilised
appropriately and consider any capital expenditure/ receipt proposals associated with
maintaining, updating, transferring, or disposing of property assets.

Each of the above areas of work are covered by the Capital Strategy and 