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CABINET 

  

Report subject  
Bournemouth Town Centre Vision (TCV): Durley Road 

Development – Approval of Additional Council Finance 

and Site Lease Value 

Meeting date  24 June 2020 

Status  Public with Confidential Appendices 

Executive summary  Bournemouth Borough Council Cabinet approved the outline 
development proposals for a residential scheme at the Durley 
Road Car park site (“Durley Road”) (the “Durley Road 
Scheme”) in October 2014. 
Following a challenging design and planning phase The 
Bournemouth Development Company LLP (“BDC”) 
subsequently secured planning permission in January 2020 for 
44 flats and associated parking on the site via an appeal.  

Upon satisfaction of certain conditions precedent as set out in 
an option agreement dated 2011 between the Council and 
BDC (the “Option Agreement”), BDC has indicated its 
intention to exercise the rights previously granted in an option 
agreement entered into in 2011 to call for the grant of a 150-
year development lease of the site to proceed with this 
development (the “Lease”). 

The purpose of this report is to (i) seek approval for the Council 
to lend £950,000 to a development subsidiary of BDC to 
support delivery of the Durley Road Scheme (the 
“Subsidiary”), (ii) seek approval to the Site Lease Value and 
(iii) extend the option execute date from 24 January 2021 to 23 
January 2023 to enable sufficient time to finalise the scheme 
and secure third party debt. 
The sums to be advanced by the Council to the Subsidiary will 
be matched by its partner in BDC, a company within the group 
of Morgan Sindall Group plc (the “PSP”) and on substantively 
the same terms.  The funding will be provided as a loan.  The 
loan will not have a fixed repayment date, but will become 
repayable: 
(i) after all third party funding (together with interest) for 

the Durley Road scheme has been repaid; and  

(ii) subject to sufficient receipt of sales proceeds in respect 
of the units within the scheme.  

A funding chart for illustrative purposes is set out in the 
confidential Appendix B. 
Under the terms of the Option Agreement, the parties must 
agree the value of the Lease (the “Site Lease Value”) and the 
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Council must satisfy itself that it has achieved best value 
reasonably obtainable under Section 123 of the Local 
Government Act 1972.  
The outbreak of the Novel Coronavirus (COVID-19), declared 
by the World Health Organisation as a “Global Pandemic” on 
11 March 2020, has impacted global financial markets and 
market activity is being impacted in many sectors.  
The short to medium term impact of COVID-19 on the 
residential market sector is unclear at this stage. The impact 
on the market and valuations will be constantly reviewed and 
considered as part of the due diligence still to be undertaken 
prior to completion. 

Recommendations  

  

It is RECOMMENDED that Cabinet: 

a. approves the request for up to a further £950,000 
by way of a subordinated secured loan (“Additional 
Council Finance”) for the Durley Road Scheme; 

b. approves the grant of the Lease of Durley Road to 
the relevant development subsidiary of BDC for a 
Site Lease Value of a minimum of £250,000 in return 
for a loan note issued in a sum equal to the Site 
Lease Value; 

c. agrees a change to the “Option Execute Date” to be 
within 3 years after the date of planning consent; 

d. approves an update to the MTFP in 2021/22 to 
include £48,000 per annum (plus interest) for the 
Minimum Revenue Provision (MRP) associated 
with recommendations a and b; 

e. approves BDC entering into the required contracts 
for the development; 

f. authorises the Corporate Property Officer in 
consultation with the Council’s Section 151 and 
Monitoring Officer to agree the detailed provisions 
of the legal documentation, including and not 
limited to the lease and the loan agreements; 

g. authorises the Section 151 Officer in consultation 
with the Portfolio Holder for Finance to determine 
and agree with BDC the terms of the Additional 
Council Finance; 

h. approves an update to the MTFP in 2021/22 for the 
net loss £42,800 of car park income arising out of 
the redevelopment of Durley Road;  

i. approves an amendment to the Capital Programme 
to include the provision of Additional Council 
Finance in a sum of up to £950,000. 
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Reason for 

recommendations  

To enable this residential-led regeneration scheme to go 

ahead, helping to deliver high quality homes, and increased 

footfall in Bournemouth Town Centre.  

 

To contribute to the Council’s Corporate vision, specifically 

helping to create dynamic places, investing in the homes our 

communities need and revitalising and re-inventing our high 

streets and local centres.  

 

The proposals take note of the HM Treasury consultation 

document; Public Works Loan Board: future lending terms 

dated March 2020. 

Portfolio Holder(s):  Councillor Mark Howell, Regeneration & Culture 

Corporate Director  Bill Cotton, Corporate Director, Regeneration and Economy 

Contributors  Report Author: Martin Tiffin, Town Centre Vision Programme 

Leader 

Sarah Longthorpe, Strategic Projects and Investment 

Manager 

Wards  Town Centre / West Cliff 

Classification  For Decision  
Title:  

Background 

1. The establishment of BDC as a joint venture between the Council and the PSP was intended to 

bring forward the regeneration of Bournemouth Town Centre.  An LLP structure was utilised to 

restrict the Councils exposure to the financial risk on residential and commercial developments on 

Council-owned land while simultaneously ensuring the Council has a stake in the rewards of 

ownership, in the form of 50% of the development profit. 

 

2. In October 2014, Bournemouth Borough Council approved the Durley Road Site Development Plan 

(“SDP”) on the basis of progressing a residential development proposal. 

 

3. BDC submitted a planning application for the Durley Road Scheme in 2017 and was refused by 

Bournemouth Borough Council on two occasions notwithstanding officer recommendation for 

approval.  The reasons cited for refusal were to inappropriate design, loss of public car park, 

affordable housing contributions and additional demands upon heathland.  

 

4. Following refusal of the first application, BDC reviewed the design and submitted a different 

proposal.  However, the loss of a public car park, without increasing public parking provision on 

another site as part of the Durley Road Scheme, remained the overriding reason for the refusal of 

planning permission in respect of the second planning application in July 2018.   

 

5. Council officers and BDC conducted parking surveys on several occasions over the course of 2014 

to 2017 to analyse demand for parking at Durley Road, West Hill and on-street as part of the 

planning application process.  Surplus capacity was identified and a strategy to make best use of 
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existing parking facilities agreed.  This included reallocating parking permits from Durley Road to 

West Hill, and from West Hill to the nearby BCP owned and managed Avenue Road car park (954 

spaces).  Alongside a major £350k investment in road improvements to improve safety around the 

St Michaels Primary School, with safer pedestrian crossings to enable more sustainable bicycle, 

scooter and pedestrian trips to the school gate, BDC is contributing to the cost of re-allocating 

parking permits. 

 

6. BDC proposals to mitigate the impact of the loss of the Durley Road public car park were drawn 

up with Council Highway Engineers and received the support of planning case officers who 

recommended the grant of planning permission on the two occasions that the scheme was 

determined by Planning Board.    

 

7. Following consultation with the member organisations i.e., the Council and MSIL the BDC Board 

authorised the Development Management Team to submit an appeal to the refusal of planning 

permission, this was submitted in December 2018. 

 

8. Following this lengthy period of detailed design and consultation, in January 2020 BDC secured 

planning permission at appeal for a scheme comprising of 44 flats, with cycle and bin stores and 

associated parking. It is intended that the flats will be available for open market sale.  

 

9. The Planning Inspector found that the scheme was compliant with all the relevant policies in the 

Bournemouth Area Action Plan and in his determination commented: For all the reasons set out 

above, the proposed development would not result in significant issues in relation to parking 

pressures on-street or at nearby public car-parks, subject to the implementation of the mitigation 

set out by the appellant and that contained within the submitted legal agreement. The proposal is 

therefore in accordance with policies T7 and T8 of the TCAAP, which sets out a parking strategy 

for Bournemouth, amongst other things. 

 

10. With planning now secured, BDC has indicated its intention to exercise the rights previously granted 

in the Option Agreement to call for the grant of a long lease of Durley Road to proceed with the 

Durley Road Scheme. 

 

11. In order to deliver the Durley Road Scheme and to satisfy the conditions precedent (set out in the 

Option Agreement) to the grant of the Lease, the Council and BDC need to agree the Site Lease 

Value, the provision of the requested Additional Council Finance and the extension to the option 

execute date to 23rd January 2023. 

 

12. It is usual practice for BDC to establish a separate individual development subsidiary company for 

each development in the agreement. In this instance BDC will establish Durley Road 

Development LLP (the “Subsidiary”) as the development subsidiary for the Durley Road Scheme. 

 

13. The Site Lease Value of Durley Road is determined in accordance with the terms of the Option 

Agreement.  On grant of the Lease to the Subsidiary, a loan note equal to the Site Lease Value 

will be issued to the Council by BDC (the “Council Loan Note”).  The Council Loan Note is 

secured in accordance with the Members’ Agreement.  However, it does not become repayable 

until after the declaration of a distributable profit by BDC as set out in clause 26.2 of the Members’ 

Agreement, i.e. once the partnership board has ascertained the net profit less any retention to 

meet the working capital and reinvestment requirement of BDC.  Once a distributable profit is 

declared by BDC, the Council Loan Note becomes repayable in the priority set out in clause 26.3 

of the Members’ Agreement. 
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14. At the same time, part of the existing Advance Sum Loan Note issued to the PSP in a sum equal 

to the sums advanced by the PSP to fund the pre-construction costs will be replaced with a 

different type of loan note up to an amount equal to the Site Lease Value (the “PSP Loan Note”).  

The remainder of the Advance Sum Loan Note is intended to be repaid to the PSP and an 

equivalent sum will subsequently be advanced to the Subsidiary as comprising part of loan on 

substantively the same terms as the Additional Council Finance (the “Additional PSP Finance”). 

 

15. In turn, the Subsidiary will issue a loan note instrument to the LLP in the same sum as the Council 

Loan Note and PSP Loan Note issued to the Council and the PSP by the LLP.  

 

16. Third party debt funding is being sought for the Durley Road Scheme and a funder requirement is 

the contribution of subordinated debt by the PSP and the Council to the Subsidiary.  The debt 

funder is detailed in confidential Appendix C.  

 

17. Due to the nature of the partnership with the Council and the PSP, the risk of debt funding and 

requirement for new homes is taken into consideration and a third party funder has specified a 

lower investment requirement from the Council and the PSP than would usually be required for a 

scheme of this type.  The calculation based on total cost as set out in the confidential Appendix C 

which has set the required level of member contributions by way of subordinated loaned debt at 

£950k per partner on a pari passu basis.   

 

18. That figure is in addition to the Council Loan Note and PSP Loan Note each issued in the sum of 

£250,000 respectively to the Council and to the PSP (and repayable by the BDC per clause 26 as 

explained above). 

 

19. The Durley Road Scheme is located within the Westbourne & West Cliff Ward. The Ward 
Councillors have been consulted and recognise that this site falls within the BDC option 
agreement. Having now obtained a planning consent it is necessary for BDC to follow the process 
and seek the necessary approvals as outlined in this Cabinet report.  

Member Loans 

20. Under the terms of the Members’ Agreement, the Council and the PSP can provide funding to BDC.  

To date the PSP has financed pre-construction costs in the sum of around £750,000.  The terms of 

this funding is set out in the Advanced Sum Loan Note issued in accordance with the Members’ 

Agreement. 

 

21. The Advanced Sum Loan Note (excluding non-site specific costs) is replaced (as set out in 

paragraph 15 above) with a PSP Loan Note (in a sum equal to the Council Loan Note (i.e., equal 

to the Site Lease Value), and the balance will be dealt with at contract completion as described in 

paragraph 14 above. 

 

Additional Finance by the BDC members 

22. The Members’ Agreement also allows for provision by the PSP and the Council of additional 

subordinated debt funding to the Subsidiary, on terms to be agreed between the parties 

(described above as the Additional Council Finance and the Additional PSP Finance). Any such 

finance is required to be provided by either party on arm’s length commercial terms.  The 

Subsidiary may seek further loans from third parties and institutional investors on such terms as it 

may agree.  The provision and terms of any such Additional Council Finance or Additional PSP 

Finance need to be approved by the Council and the PSP as lenders / investors and by BDC. 
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23. Developments are funded by differing forms of debt.  When the development is completed and 

sold the proceeds are used to repay the debt in the following order: 

(i) the highest-ranking debt, i.e., any sums advanced by third parties, such as commercial lenders 
or Homes England, and in respect of which the Subsidiary is expected to grant a first ranking 
fixed and floating charge over its assets (including the development lease of the site); then 

(ii) any loans comprising Additional Council Finance and Additional PSP Finance are repaid 
(subject to sufficient receipts of sales proceeds and in equal amounts to each of the Council 
and the PSP); and then 

(iii) the Council Loan Note and PSP Loan Note in accordance with clause 26 of the Members’ 
Agreement.  

24. Only then is any surplus (profit) shared equally between the Council and the PSP. If the Durley 

Road Scheme makes insufficient revenue to support the repayment of the all of the debt, then it 

will only be repaid to the extent possible and in the priority order set out above. 

 

25. The Additional Council Finance and Additional PSP Finance is anticipated to be secured by way 

of second ranking fixed and floating charges over the assets of the Subsidiary behind any security 

granted to a third party funder.  The Subsidiary will hold the Lease of Durley Road. 

 

26. The Member Loans are secured in accordance with clause 7.13 of the Members’ Agreement over 

the property, rights and assets of BDC (although this will not include the Lease of Durley Road 

which will be granted to the Subsidiary). 

 

27. The Additional Council Finance, Additional PSP Finance and Member Loan Notes may not be 

repaid if the development is not successful.  

 

28. The Durley Road Scheme is a small (circa £12 million GDV) development and there are several 

risks that need to be managed and are outlined in the risk assessment section of this report. 

Councillors therefore need to understand when and how they have received assurance on the 

scheme’s overall viability as ultimately £950,000 of taxpayers’ money will be invested in the 

scheme alongside the Site Lease Value. 

 

29. Should the Council decide to invest £950,000 into the long-term viability of the scheme then it will 

be required to ensure its Non-Treasury Asset Investment Strategy discloses the material long-

term, illiquid nature of this holding. 

 

30. The Council will treat the Additional Council Finance of £950K,000 and Council Loan Note of 
£250,000 as capital expenditure financed by borrowing within its accounts. In turn this means the 
Council is required to set aside a minimum revenue provision (MRP) payment for the prudent 
repayment of the debt, which in accordance with the Council’s approved MRP policy equates to 
£48k per annum (4%). 

 

31. Provision has been made as part of the proposed 2020/21 budget for this £48k annual payment. 

Any resources set aside annually as part of this process should be available for redistribution 

when the loan is eventually repaid.  

 
Site Lease Value 
32. A Development Appraisal and Viability Assessment Report from the District Valuer dated 1 June 

2018 provided to BDC in respect of the planning application, highlighted a residual land value of 
£750,000.  
 

33. That appraisal assumed that the Durley Road Scheme would generate capitalised ground rent 
income of £415,000 and would be subject to a Section 106 planning contribution of £270,000. It 
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also stated that the calculation may need to be revised should these elements change. 
Subsequent changes in legislation on ground rent has resulted in this revenue stream having to 
be removed from the development. In addition, the final agreed Section 106 payment has 
increased to £365,000. 

 

34. The current Development Appraisal shows a Site Lease Value of £250k.The Site Lease Value 
has changed from the 2018 figure due to the lack of ground rent revenue stream and increased 
Section 106 costs. The current development appraisal is attached in the confidential Appendix C. 

 

35. The Site Lease Value has been calculated in accordance with the Option Agreement. This 
specifies using a Red Book residual valuation method taking into account special assumptions 
which includes the use permitted in the planning consent and any planning conditions or 
obligations; the pre-construction costs; Morgan Sindall Investments Ltd’s development 
management fee; developer’s profit as set out in the site development plan; the specification for 
the development approved by the buyer; and the procurement costs. 

 

36. Prior to the exercise of the option and transfer of the land an appropriate RICS Red Book 
Valuation will be required to confirm the Site Lease Value, in order to satisfy the Council’s 
requirements under section 123 of the Local Government Act 1972 and confirm it still represents 
best value in order to comply with paragraph 51. While this valuation could alter the Site Lease 
Value currently reported, BDC have confirmed that the minimum Site Lease Value will be 
£250,000.  
 

Site Delivery Plan dates 

37. Within the Option Agreement dated 17th February 2011 the “Options Conditions Longstop Date” 

states that in respect of the Site, it is the date 12 months after the date noted under the Execute 

Option Agreement within the Site Development Plan, or such other date as agreed by the Buyer 

(BDC) from time to time.  Due to the delays in the planning process and to provide sufficient time 

for delivery in current market conditions, it is recommended that this date is extended to a date 

which falls 3 years after the date planning consent was awarded, i.e. 23 January 2023 

 

Summary of financial implications   

38. The earliest the £950k Additional Council Finance will be required is once BDC exercises the right 
to call for the Lease.  
 

39. As part of Town Centre Vision and agreeing to develop on Council-owned town centre surface 

level car parks, the Council acknowledge that during the construction phase of the development, 

the revenue generated from the car park would cease and car parking would potentially be 

displaced to other car parks in the locality. 

 

40. The level of car parking income across the Town Centre Car Parks as a whole has been going up 

year on year despite a number of car parks being closed as people take up space in previously 

less used car parks. It is anticipated that the car parking revenue received from the closure of the 

car park will result in an increase in car parking revenue in other car parks in the area including 

those owned by the Council and third-party operators.    

 

41. It must however be noted that any decrease in the level of the Council’s car parking income must 

be balanced against the value of regenerating the area, a land value which demonstrates “best 

value” under Section 123 of the Local Government Act of 1972 and a 50% share of the profit from 

the development.   
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42. The MTFP will need to be updated in 2021/22 to reflect the net loss of income associated with the 
redevelopment of Durley Road Car park, totalling £42,800. It is possible that some of this income will 
be displaced into other Council and private car parks during the construction period.  

43. In addition to the financial risks associated the following factors have also been considered: 

 

 Legal parameters within which Prudential Borrowing can be undertaken. The Government 

retains the power to "cap" any Local Authority undertaking what they regard as risky borrowing. 

Any such cap could impact on other programmes and ambitions of the Council;  

 In addition, CIPFA has started a review of the prudential code in response to concerns 

expressed by some commentators regarding increasing property investment activity by Council 

solely for investment purposes;  

 HM Treasury consultation document title “Public Works Loan Board – future lending terms” 

dated March 2020; 

 State Aid implications; 

 Availability of capital resources – including Community Infrastructure Levy, and impact 

assessment of their depletion on the Council; 

 

Summary of legal implications   

44. The legal obligations of the Council and the PSP are set out in a series of agreements, including the 

Members’ Agreement and the Option Agreement. 

45. The Members’ Agreement sets out the ways in which the Council and the PSP may finance the 

schemes to be delivered by BDC LLP (and its development subsidiaries). 

46. The ways in which Council funding can be provided to BDC is set out as follows: 

(i) Council Loan Note – this is a mandatory quasi-equity contribution (subject to satisfaction of 

the option conditions during the option period) and is issued at the point of grant of the lease 

based on the Site Lease Value; it becomes repayable in accordance with clause 26.3 

following declaration by BDC of a distributable profit (i.e. after retention of working capital and 

investment in other schemes as may be required); 

(ii) Council Advanced Sum Loan Note – the Council may decide to contribute up to 50% of 

Advanced Sums as per clause 6.8 (Advanced Sums contributions) and Schedule 15; and 

(iii) Additional Council Finance – the Council may decide to lend further sums to a development 

subsidiary on arm’s length commercial terms to be agreed between the parties and advanced 

to the relevant development subsidiary and in respect of which any security would be ranked 

as per clause 7.13.4 (i.e. below third-party debt, but above any loan notes). 

47. The terms of the Additional Council Finance to be loaned to the Subsidiary will be agreed in due 

course and formally documented by a loan agreement.  The sums will be repayable as a debt (albeit 

subordinated and repayable after any third party finance) and secured by a fixed and floating charge 

over the assets of the Subsidiary (although ranked behind any security held by any third party 

funder) as envisaged by the Members’ Agreement. The Council Loan Note and PSP Loan Note 

(each equal to the Site Lease Value) are repayable as per clause 26.3 of the Members’ Agreement. 

48. The Council is empowered to borrow (pursuant to section 1 of the Local Government Act 2003) and 

to invest (pursuant to section 12 of the Local Government Act 2003) for any purpose relevant to its 
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functions or for the prudent management of its financial affairs.  It must however have regard to 

guidance issued by both the Secretary of State and CIPFA. 

49. In exercising any power or duty, the Council must act for proper purposes, in good faith and must 

exercise its powers properly.  It must also act for proper motives, take into account all relevant 

considerations, act rationally and balance any risk against the potential reward.  

50. Provided the terms of the finance are on arm’s length commercial terms and / or are provided on 

the same basis as a rational market operator might act (e.g. on the same terms as the PSP in this 

case), then the Council should be in a position to demonstrate that the loan / investment does not 

constitute State aid. 

51. As regards the Site Lease Value and notwithstanding the pre-agreed method for determination of 

the Site Lease Value, the Council should assess compliance with its duty pursuant to section 123 

of the Local Government Act 1972 to receive the best consideration reasonably obtainable for the 

site by taking appropriate valuation advice.  If the Site Lease Value represents an undervalue which 

exceeds £2,000,000, then Secretary of State consent to the grant would be required and a process 

to deal with this eventuality is set out in the Option Agreement. 

52. Ordinarily, the call option (upon the exercise of which the development lease is granted to the 

development subsidiary) must be exercised within two months of satisfaction of the option 

conditions.  The option conditions would normally need to be satisfied within 12 months of the date 

specified as the Execute Option Agreement Date in the relevant site development plan; the decision 

to extend the period during which the option must be exercised should be formally recorded by a 

deed of variation to the Option Agreement specifically in relation to Durley Road. 

 

Summary of human resources implications   

 

53. The BDC has board representatives from the Council and also from Morgan Sindall Investments 

Ltd.  The board representatives are responsible for delivering the Winter Gardens Development. 

BDC has appointed Morgan Sindall Investments Ltd as the Development Manager to manage the 

day to day development activity.  The Development Manager is tasked with implementing BDC 

Board decisions and reporting on progress. 

 

Summary of environmental impact   

 

54. A key objective of the Corporate Plan is to reduce the town centre’s carbon footprint, whilst 

improving its competitiveness.  The scheme presents many opportunities to do this by having 

more people living in the town centre thereby giving them better access to town centre amenities.  

This reduces the need for a private car.  The location of the scheme within the town centre has 

easy access to key retail and leisure attractions, the main Bournemouth transport terminal at the 

station and regular bus routes make this a very sustainable location.  The Environmental impact 

analysis indicates that this is likely to have a positive impact on the carbon footprint. 

 

55. The evolution of the construction industry demands that buildings are delivered more 

economically, within shorter time frames, more cost-effectively and with reduced impact on the 

environment. BDC currently uses Building Information modelling (BIM) to deliver benefits on its 

projects but, going forward, would look to integrate BIM more to increase the opportunity for offsite 

prebuild. This includes engaging and supporting the supply chain to adopt BIM standards and 

processes on a typical project, and delivery of data to drive automated manufacture and offsite 

production. 
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56.  BDC seeks to work closely with local suppliers, clients, designers to procure sustainable materials 

wherever possible.  Rather than just optimising the acquisition, use and disposal of resources, 

BDC looks to create a loop of reusable resources and assets for their clients. This is demonstrated 

on existing projects from choosing materials and components to optimise operation as well as 

build, to promoting training and employment within the local community. 

 

57. BDC will procure environmental risk assessments, through the supply chain, for each project that 

address the construction, commissioning and handover phases. Every project, once on site has an 

environmental management plan that describes the systems, monitoring and auditing to achieve 

the project’s objectives in a sustainable manner. 

 

Summary of equality implications   

 

58. The Equality Impact Needs Assessment indicates that the TCV provides substantial opportunities 

to create a positive Equalities Impact, particularly by improving accessibility of the town centre. 

 

Summary of risk assessment   

 

59. .  An initial risk assessment has been undertaken for the scheme which outlines it as high risk due 

to the value. 

 

60. Members should ensure they have considered matters relating to the risk, security, liquidity and 

proportionality associated with the proposal. They should also satisfy themselves that the potential 

returns are consistent with the level of risk. 

 

61. Requests for finance loan notes or additional Member contributions from the Council is a standard 

market requirement for equity funding from partners for developments. 

 

62. Investment Risk: including the risk that the development is non-profit making.  This risk can, for 

certain elements of the development, be mitigated if parts of it are pre-sold. In other words, parts 

of the scheme are sold to institutional investors before construction works on site commence.  The 

residential element of the scheme does, however, expose BDC to significant market risk.  By 

undertaking the residential element in stages, it is intended that this market risk can be mitigated 

to avoid creating an oversupply and building units that meet end users/purchaser’s requirements. 

 

63. Construction Risk including late completion and cost overruns.  BDC will enter into a fixed price 

lump sum contract with the building contractor to mitigate the effects of such risk being held by 

BDC. 

 

64. Prudential Borrowing Risk – it is likely that prior to the drawdown of funds CIPFA will have 

completed their review of the prudential borrowing code on Local Authority Investments. The 

outcome of this review may restrict the funding options available to the Council. However, this 

investment alongside the financial benefits identified will contribute to the Council’s Corporate 

vision, specifically helping to create dynamic places, investing in the homes our communities need 

and revitalising and re-inventing our high streets and local centres. It is therefore our 

understanding that suitable Prudential funding will be available to the Council. The consultation 

outcomes will be reviewed when available to ensure our understanding remains correct. The 

current view of HM Treasury (as outlined in para 1.36 and 1.37 of the above mentioned 

consultation document) is that the Government fully supports Councils using commercial 

structures to advance core objectives of service delivery, housing and regeneration and is merely 
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aiming to address the relatively narrow sub set of capital spending of Councils who have been 

using PWLB loans to buy investment assets primarily for yield. 

 

Confidential Appendices  
 
CONFIDENTIAL – Please note should Cabinet wish to discuss the contents of the Appendices the 
meeting will need to go into confidential (Exempt) session. 
 

Appendix A – Confidential - Extract from LLP Members Agreement setting out clauses 6, 7 and 

26  

Appendix B – Confidential - Funding Chart 

Appendix C - Confidential - Development Appraisal May 2020 

 

 


