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WHY HAS THE REPORT COME TO THE COUNCIL? 
 
This report follows up the agreed action from the Overview and Scrutiny Committee’s 
consideration of the 2017/18 budget and the Council recommendation of 28 February 
2017 to receive and approve a Flexible Use of Capital Receipts Strategy, including 
project details, at a meeting of Council to be held on 21 March 2017. 
 
 

RECOMMENDATIONS 
 
Council is recommended to: 
 

a) Note the statutory guidance on the flexible use of capital receipts (Section 2 
refers); 

 
b) Approve the acceptance of the flexible use of capital receipts flexibility for 

2017/18 to assist in the setting up of any commercial activities, subject to the 
availability of capital receipts over and above those required to fund the existing 
Capital Programme (Appendix A refers); and 
 

c) Note that any approved projects will be monitored as part of the existing overall 
Capital Programme reporting arrangements through the Executive and Overview 
and Scrutiny Committee’s Performance Sub Committee on a quarterly basis. 

 

 
 
1. BACKGROUND 
 



1.1 As part of Spending Review 2015, the government announced that it would 
introduce flexibility for the period of the Spending Review for local authorities 
to use capital receipts from the sale of non-housing assets to fund the revenue 
costs of service reform and transformation. As part of the Provisional Local 
Government Finance Settlement on 17 December 2015, the government issued 
guidance on this flexibility. This guidance was accompanied by a letter sent to 
Chief Finance Officers outlining greater detail of the flexibility being provided to 
allow capital income to be treated as revenue income for this purpose.  The 
final guidance was issued in March 2016. 

 
1.2 This flexibility was not applied in 2016/17 as the programme of land sale 

receipts did not allow enough flexibility for usage during that year.  However, it 
is now felt appropriate to put a Strategy in place to enable the development of 
commercial activities and efficiencies to support the Council’s Efficiency Plan 
for the next three years. 

 
 
2. STATUTORY GUIDANCE 
 
2.1 Local authorities are only able to use capital receipts from the sale of property, 

plant and equipment received in the years in which this flexibility is offered. 
They may not use their existing stock of capital receipts to finance the revenue 
costs of reform. 

 
2.2 The expenditure for which the flexibility can be applied should be the up-front 

costs that will generate future ongoing savings and/or transform service 
delivery to reduce costs or to improve the quality of service delivery in future 
years. The ongoing revenue costs of the new processes or arrangements cannot 
be classified as qualifying expenditure. 

 
2.3 The key determining criteria to use when deciding whether expenditure can be 

funded by the new capital receipts flexibility is that it is forecast to generate 
ongoing savings to an authority, or several authorities, and/or to another public 
sector body’s net service expenditure. 

 
2.4 The government directs local authorities to the Codes of Practice issued by 

CIPFA including The Prudential Code for Capital Finance in Local Authorities and 
The Code of Practice on Local Authority Accounting.  The government also 
states that authorities should have regard to the current edition of Treasury 
Management in Public Services: Code of Practice and Sectoral Guidance Notes 
by regulation 2 of the Local Authorities (Capital Finance and Accounting) 
(England) Regulations 2003 [SI 3146] and to the Local Authority Accounting 
Code as proper practices for preparing accounts under section 21(2) of the Act. 

 



2.5 The government believes that individual authorities and groups of authorities 
are best placed to decide which projects will be most effective for their areas 
and it is for individual local authorities to decide whether or not a project 
qualifies for the flexibility. 

 
2.6 Although a list of types of project that would qualify for the flexible use of 

capital receipts is included in the guidance, the list is not meant to be 
prescriptive or exhaustive and individual authorities who have projects that will 
generate ongoing savings that are not included in the list provided in the 
guidance can apply the flexibility to fund those projects. 

 
2.7 The list includes: 
 

• Sharing back-office and administrative services with one or more other 
council or public sector bodies; 

• Investment in service reform feasibility work, e.g. setting up pilot 
schemes; 

• Collaboration between local authorities and central government 
departments to free up land for economic use; 

• Funding the cost of service reconfiguration, restructuring or 
rationalisation (staff or non-staff), where this leads to ongoing efficiency 
savings or service transformation; 

• Sharing Chief Executives, management teams or staffing structures; 

• Driving a digital approach to the delivery of more efficient public services 
and how the public interacts with constituent authorities where possible; 

• Aggregating procurement on common goods and services where possible, 
either as part of local arrangements or using Crown Commercial Services 
or regional procurement hubs or Professional Buying Organisations; 

• Improving systems and processes to tackle fraud and corruption in line 
with the Local Government Fraud and Corruption Strategy – this could 
include an element of staff training; 

• Setting up commercial or alternative delivery models to deliver services 
more efficiently and bring in revenue (for example, through selling 
services to others); 

• Integrating public facing services across two or more public sector bodies 
(for example children’s social care, trading standards) to generate savings 
or to transform service delivery. 

 
 
3. 2017/18 FLEXIBLE USE OF CAPITAL RECEIPTS STRATEGY 
 
3.1 These new rules fit well with the Council’s Medium Term Financial Strategy and 

its Commercial Strategy for achieving financial sustainability. The 



Transformation Reserve (Delivering Differently Reserve) currently supports the 
Council’s Efficiency Plan, including efficiency measures, invest to save projects, 
new income generation plans and commercial activities.  Given the level of 
savings required over the medium term and the number of scope of projects 
that will need to be developed for 2018/19, it will be important to maintain 
funding for these projects. The use of capital receipts means that these 
essential projects (once scoped) can be progressed without putting additional 
pressure on our revenue resources. 

 
3.2 Appendix A sets out the 2017/18 Flexible Use of Capital Receipts Strategy and 

broad areas where the Strategy could be applied.  It is acknowledged that any 
projects that are developed to make use of this flexibility, will need to comply 
with the existing governance arrangements set out in the Commercial 
Framework and/or existing Financial Regulations. 

 
 
4. CONCLUSION 
 
4.1 The Council must indicate and establish a Flexible Use of Capital Receipts 

Strategy by 31 March each year, if it is proposed to use such flexibility in-year. 
 
 
5. STATUTORY OFFICER COMMENTS 
 
5.1 Monitoring Officer Comments:  At this stage no legal issues arise. The legal 

implications would be considered at a project level as the projects come 
forward for Executive / Council approval. 

 
5.2 S151 Officer Comments:  Comments incorporated into the main body of the 

report as authored by the Section 151 Officer. 
 
5.3  EIA Comments:  Any projects will be subject to individual equality impact 

assessments. 
 
5.4 Policy Framework Comments:  The Council’s Constitution sets down the Budget 

and Policy Framework Procedure Rules to be followed. 
 
 
Appendices: 
 
Appendix A – 2017/18 Flexible Use of Capital Receipts Strategy 
 
 
List of Background Documents: 



 
Statutory Guidance on the Flexible Use of Capital Receipts, DCLG March 2016 
Final Guidance on Flexible Use of Capital Receipts, DCLG 
 
 
 



APPENDIX A 
 
2017/18 FLEXIBLE USE OF CAPITAL RECEIPTS STRATEGY 
 
 
INTRODUCTION 
 
1. This Strategy has been prepared in response to the Secretary of State’s direction for 

the Treatment of Costs as Capital Expenditure, issued 17 December 2015, under 
sections 16(2)(b) and 20 of the Local Government Act 2003 (‘the Act’). 

 
2. The Strategy has regard to the Guidance on Flexible Use of Capital Receipts issued by 

the Secretary of State under section 15 (1)(a) of the Act and the following 
publications issued by the Chartered Institute of Public Finance and Accountancy 
(CIPFA): 

 

• The Prudential Code for Capital Finance in Local Authorities; 

• The Code of Practice on Local Authority Accounting; 

• Treasury Management in the Public Services: Code of Practice and Sectoral 
Guidance Notes. 

 
3. The Strategy covers: 
 

• Review and Monitoring; 

• Disposal of Assets to generate Capital Receipts; 

• Efficiency Plan / Commercial Strategy Projects Areas; 

• Qualifying Costs; 

• Expected Benefits; and 

• Impact on Prudential Indicators. 
 
 
STRATEGY REVIEW AND MONITORING 
 
4. This Strategy is required to be updated at least annually. This can be done as a 

separate Strategy document or as part of the Medium Term Financial Strategy or 
annual budget process. 

 
5. Subsequent strategies will report on the progress of each project and whether 

planned savings or efficiencies have been realised. 
 
6. Where strategies are revised during the year, they must be approved by Council and 

copied to the Department for Communities and Local Government. 
 



 
DISPOSAL OF ASSETS TO GENERATE CAPITAL RECEIPTS 
 
7. Only receipts from the disposal of capital assets received after 1 April 2017 will be 

eligible for use to fund qualifying costs of service reform. 
 
8. The Property & Estates Team is currently reviewing the Council’s portfolio of assets 

as part of the refresh of the Strategic Asset Management Strategy. As part of this 
work, assets will be identified that are suitable for disposal in order to generate 
receipts that may be used to support other commercial and/or efficiency projects. 

 
9. Any intended disposals will be reported to Executive and/or Council for approval in 

accordance with existing governance arrangements. 
 

10. As this is the first year of the Strategy, no estimate of receipts to be available for this 
Strategy has yet been made and thus no impact on prudential indicators can be 
reported at this stage. 

 
 
COMMERCIAL ACTIVITIES AND EFFICIENCY PROJECTS 
 
11. The Council already has a Commercial Strategy and Efficiency Plan for achieving 

financial sustainability over the medium term, although projects for 2018/19 and 
2019/20 still need to be scoped. 

 
12. These projects can still be financed in whole or in part from other sources, e.g. the 

Delivering Differently Reserve. The Council is not obliged to fund these projects from 
capital receipts, however, on the adoption of this Strategy, will have the option to do 
so. 

 
 
QUALIFYING COSTS 
 
13. In order to be met from capital receipts, costs must meet the definition set out in 

the Secretary of State’s Direction, i.e. that the costs are incurred in order to generate 
ongoing revenue savings in the delivery of services and/or transform service delivery 
in a way that reduces costs or demand for services. 

 
14. Set- up and implementation costs can be counted as qualifying costs while the 

ongoing revenue costs of new processes or arrangements cannot. 
 
 
EXPECTED BENEFITS 
 



15. Once the projects to be determined under this Strategy have been scoped, the 
expected benefits, initial estimate of qualifying costs and potential future 
savings/income generation can be reported for approval in ,line with existing 
governance arrangements through Executive and/or Council. 

 
 
 


