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1 Strategic Vision and Ambitions

1.1 South Kesteven District Council is making significant progress in its commitment to 

helping grow the local economy.

1.2 The Council has set out ambitious plans to deliver a programme of strategic 

projects that will grow its economy by a further £1.2 billion. These projects range 

from the creation of office space, to the building of new leisure centres and a 

cinema complex, to supporting arts, culture and heritage as part of a 

comprehensive place-making initiative delivered through investSK.

1.3 By focusing on the economy, SKDC is creating opportunities for new and existing 

businesses and residents, as well as options for the Council to facilitate, catalyse 

and directly-deliver growth-related projects. 

1.4 With the fastest-growing economy in the county area of Lincolnshire, the council is 

now acting more commercially in the interests of the district, with the purchase of 

strategic land and properties to the launch of private companies wholly owned by 

SKDC including our growth and regeneration arm InvestSK and Gravitas Housing 

which provides small scale housing developments and supports local building 

expertise.  The most recent additions to the family of SKDC companies are 

DeliverSK and EnvironmentSK.

1.5 DeliverSK is a 50-50 co-investment partnership between the Council and a private 

company. DeliverSK will provide commercial, retail and employment space to meet 

business demands and create new markets. 

1.6 EnvironmentSK will bring grounds maintenance services across the district back in-

house.

1.7 The companies will help to generate revenue that can be put back into our 

communities and the priorities they care about, taking place against a backdrop of a 

reduction in funding from central government..

1.8 The past year has also been about transformation. About getting the Council’s 

house in order by ensuring the authority has the right people with the right skills in 

the right roles to help make South Kesteven a place where people want to live, work 

and invest.

1.9 This is to ensure that not only are our 100 plus services the best they can be for our 

residents, but that SKDC is among the most innovative councils when it comes to 

determining how services are provided in the future.
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1.10 The Capital Strategy sets out the governing framework for how the Council will 

develop and deliver its capital programme in the context of the aforementioned 

growth plans and its new companies.  
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2 Purpose

2.1 The Chartered Institute of Public Finance and Accountancy (CIPFA) Prudential 
Code requires local authorities to produce a capital strategy to demonstrate that 
capital expenditure and investment decisions are taken in line with the Council’s 
corporate ambitions and service objectives and take account of stewardship, risk, 
value for money, prudence, sustainability and affordability. In addition, in February 
2018, the Government (MHCLG) issued new statutory guidance on local 
government investments. This guidance includes the requirement to include a 
number of additional disclosures for non-financial investments in the Capital 
Strategy to be approved by Council. The Government has also issued statutory 
guidance on the treatment of the Minimum Revenue Provision (MRP) that took 
effect from April 2018 and which is covered more fully in the Council’s Treasury 
Management Strategy.

2.2 The Capital Strategy sets out the long term context and forms part of the authority’s 
integrated revenue, capital and balance sheet planning. It provides a high level 
overview of how capital expenditure, capital financing and treasury management 
decisions contribute to the provision of high quality services and the achievement of 
priority outcomes. It also provides a framework in which due consideration is given 
to risk and reward and the implications for future financial sustainability together 
with an overview of the governance processes for the approval and monitoring of 
capital expenditure.

2.3 The Capital Strategy will be reviewed and updated annually to ensure it maintains 
strong links to the Council’s developing priorities and to other key strategies which 
are set out below.

3 Scope

3.1 This Capital Strategy includes all capital expenditure and capital investment 
decisions, not only as an individual local authority but also those entered into under 
group arrangements, i.e. including companies set up by the Council, including 
Gravitas, InvestSK and DeliverSK. 

4 Links to Other Key Strategies, Policies and Procedures

4.1 The Capital Strategy is inextricably linked to the following:

 Corporate Strategy 2018 – 2025 – this sets out the Council’s vision for the future 
of the Council which exists to serve the best interests of its residents.

 Medium Term Financial Plan – this sets out the Council’s overall budgetary 
framework and interlinks with a number of key strategies that support the delivery 
of the Council’s ambitions. It looks at the Council’s plans over a 3-5 year period to 
finance its priorities and meet its spending commitments, having regard to the 
likely availability of revenue and capital resources.

 Treasury Management Strategy – this relates to the effective management of the 
Council’s borrowing, investments and cash flows, its banking, money market and 
capital market transactions; the effective control of the risks associated with those 
activities; and the pursuit of optimum performance consistent with those risks.
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 Asset Management Strategy– this is designed to achieve the most efficient and 
effective management of assets. There are strong linkages to the Capital Strategy 
and Capital Programme particularly relating to the Council’s building infrastructure 
and maintenance of the Council’s Housing Stock.

 Property Investment Policy sets out a framework for investing in property assets, 
via direct ownership, joint ventures and to make investments for the benefit, 
improvement or development of the area, through a balanced investment of 
acquisition, retention and management of good quality investments.

 30 Year Housing Business Plan – this is a long term plan for managing the 
authorities housing assets and financing ongoing capital investments.  

 Economic Development Strategy – this addresses the key economic challenges 
facing the Council and sets a course to improve and develop South Kesteven as 
an economically prosperous place that attracts and supports business and 
enables local enterprise to flourish.  

 Council Standing Orders and Financial Regulations.

5 Capital Expenditure

5.1 Capital expenditure is incurred on the acquisition or creation of new assets, or 
expenditure which enhances or adds to the life or value of an existing fixed asset 
that is needed to provide services. Fixed assets are tangible or intangible assets 
that yield benefits to the Council for a period of more than one year, e.g. land, 
buildings, vehicles, equipment, information technology and commercial 
investment. This is in contrast to revenue expenditure which is spending on the 
day to day running costs of services such as employee costs and supplies and 
services. 

5.2 The summary of the latest Capital Programme set out in the table below is the 
authority’s plan of capital works for the next 3 years, including details on the 
funding of these schemes. In keeping with the Council’s plans to grow the local 
economy, there will also be major investment projects and requirements that have 
not yet been planned and these will need to be properly considered in the medium 
to long term having regard to sustainability and affordability.

2018/19 2019/20 2020/21 2021/22Capital 
Expenditure: Forecast

£m
Estimated

£m
Estimated

£m
Estimated

£m

General Fund 19.455 14.237 1.723 1.881
HRA 7.779 16.489 15.113 13.796
Total 27.234 30.726 16.836 15.677
Capital Financing:
Borrowing 7.999 10.000 2.775
Capital Reserves 13.677 17.239 15.113 11.021

Capital Receipts 0.788 0.500 0.400 0.100
Capital Grants 0.702 0.862 0.797 0.797
Direct Revenue 
Financing

4.068 2.125 0.526 0.984

Total 27.234 30.726 16.836 15.677

http://www.southkesteven.gov.uk/CHttpHandler.ashx?id=3465&p=0
http://www.southkesteven.gov.uk/CHttpHandler.ashx?id=892&p=0
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5.3 In recent years, the financing of the General Fund capital programme has been 
funded from reserves, and monies received in respect of the New Homes Bonus. 
Going forward capital financing will include borrowing which will incur revenue costs 
relating to the payment of interest and Minimum Revenue Provision (MRP), the 
latter being a provision or an amount set aside for the repayment of the debt.

Long Term Capital Expenditure Plans

5.4 To finance its capital programme, the Council faces a number of challenges, 
principal amongst which are the ability to maintain an adequate level of capital 
receipts and the risk that the monies received from the New Homes Bonus will 
reduce or cease altogether following the national spending review. 

5.5 Therefore, the Council needs robust plans to meet its funding needs for capital 
expenditure in the longer term in order to maintain a financially sustainable capital 
programme. The strategic aim is to provide a capital strategy that enables the 
Council to acquire, invest and ultimately dispose of assets in order to create a 
funding pipeline through the generation of capital receipts to fund future capital 
projects.  If capital were to be funded primarily from borrowing, it would increase 
revenue costs as a result of the interest charge and MRP. In the absence of other 
sources of capital, this essentially means that capital costs would be funded from 
revenue resources over time. To address this, the Council will need to pursue an 
active strategy of seeking, for example:

 Income from the sale of assets that are not required or are under-utilised
 Income generating investments
 Commercial partnerships where the costs, risks and rewards are shared

6 The Capital Budget Setting Process

6.1 Generally, capital resources are allocated in accordance with the Council’s 
corporate objectives, service priorities, customer needs and where appropriate, the 
discharge of legislative/mandatory requirements, including health and safety. These 
are set out in more detail in the relevant operational strategies and plans, e.g. Asset 
Management Plan, Investment Strategy, etc.

7 Prioritisation of Capital Scheme Proposals

7.1 For each annual budget setting cycle, the process starts with the Leader and 
Cabinet crystallising their vision, priorities and plans for the future in terms of 
strategic investment and by reference to the criteria set out in the previous 
paragraph. Currently, growing the economy is the number one priority and a 
number of related and other proposals are likely to come forward including:

 Property acquisition and investment and new initiatives to stimulate growth in the 
local economy – through DeliverSK, etc

 Maintenance of the essential infrastructure of the organisation, including the 
replacement of vehicles and equipment and IT hardware and software 
enhancements;
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 Essential Health and Safety works;

 Recurring expenditure and mandatory schemes, including Disabled Facilities 
Grants and scheme costs contractually committed;

 Ring fenced schemes funded by s106 monies

 Match funded investment for regeneration projects;

 Invest to save schemes.

7.2 In addition, the need for capital investment may be identified by a Business or 
Service Area through one or more of the following processes. 

 Annual business planning process – to identify improvements and enhancements 
(ensuring that their objectives meet the overall aims and objectives of the 
Council); these must identify any capital investment needed to meet future 
business needs;

 The Asset Management Plan and supporting stock condition surveys to highlight 
deficiencies in the condition, suitability and sufficiency of the Council’s existing 
building stock and identify future areas of need;

 The Investment & Regeneration Strategy may identify suitable properties for 
acquisition or land for economic development;

 The Performance Management System may identify problem areas where capital 
investment is needed in order to improve service delivery and meet key 
performance targets;

 Reviews and external Inspections may also identify areas that need capital 
investment;

 The need to respond to Government initiatives and new laws and regulations;

 Delivery of the Transformation Programme – there is an ongoing need to deliver 
savings and identify additional sources of revenue income to contribute to the 
funding of services and this may involve capital expenditure. 

8 Applying the Tests of Prudence, Affordability and Sustainability

8.1 Once the list of key capital priorities has been identified by Members and officers, 
consideration is given to:

Prudence:

 Recognition of the capacity in the organisation and the knowledge and skills 
available to deliver such a programme;

 The approach to commercial activities including ensuring effective due diligence, 
expert advice and scrutiny, defining the risk appetite and considerations of 
proportionality in respect of overall resources;

 The approach to treasury management and the management of risk as set out in 
the Treasury Management Strategy.
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Affordability:

 Revenue impact of the proposals on the Medium Term Financial Plan (MTFP). 
The business case will require the revenue implications to be identified and 
profiled;

 The level of reserves to support the financing of the capital programme;

 The borrowing position of the Council, projections of external debt and the use of 
internal borrowing to support capital expenditure;

 External debt - the authorised limit and operational boundary for the following 
year and subsequent years;

 Whether schemes are profiled to the appropriate financial year.

Sustainability:

 A long-term view of capital expenditure plans, where long term is defined by the 
aspirations in the Corporate Strategy, MTFP and other related strategies and 
plans

 The risks faced with reference to the life of the project/assets;

 Provision for the repayment of debt over the life of the underlying debt as set out 
in the Minimum Revenue Provision policy;

 An overview of asset management planning including ongoing maintenance 
requirements and planned disposals.

8.2 Possible sources of funding can then be considered for each of the proposed 
capital schemes. Each project will be considered in terms of revenue funding to 
cover the operational running costs of the asset and any borrowing repayment 
costs, and also how the asset will be funded in terms of capital expenditure.

9 Prioritisation of Projects – Annual Cycle

9.1 A formalised corporate system for prioritising capital projects has been adopted by 
the Council. This has resulted in:

 Identifying essential capital investment for the next 3-5 years and with increasing 
focus on the medium to long term position as reflected in the Corporate Strategy;

 Utilising feasibility studies where needed;

 Adopting an “informal” Gateway Review approach for larger strategic schemes to 
enter the programme at the required time; 

 The ability to enter items into the capital programme during the budget setting 
cycle commensurate with any change in policy or approach;    

 Being mindful of the current level of the programme in relation to the capacity to 
deliver, the relevant financing of schemes and any other running costs.

9.2 This will result in a list of capital project proposals to be considered as part of that 
year’s budget approval process and a ‘waiting list’ of other capital project proposals 
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that may be put forward for consideration later in the year or as part of the following 
year’s budget approval process.

Outline Member Approval Process

9.3 The first draft of the capital programme is reported to Cabinet Members in late 
autumn as part of the annual budget setting process, who then make 
recommendations on the overall capital programme, having regard to the method of 
financing, particularly where external funding and borrowing is required.

9.4 The Cabinet receive the final draft of the Capital Programme in January each year 
which is then subject to scrutiny via the relevant scrutiny committee. Then the 
Cabinet receive the updated Capital Programme in February each year and in turn 
make their recommendations to full Council in March.

9.5 Members approve the overall borrowing levels at the budget meeting in 
January/February each year when considering the latest Treasury Management 
Strategy Report.    

9.6 Once the Council has approved the capital programme, then expenditure can be 
committed subject to the normal contract procedure rules and the terms and 
conditions of funding.

9.7 Whether capital projects are funded from grant, contributions, capital allocations or 
borrowing, the revenue costs must be able to be met from existing revenue budgets 
or identified (and underwritten) by savings or demonstrable income streams.

10 Developing the Capital Programme 

10.1 There are two main categories of capital schemes that make up the Capital 
programme:

 ‘Ongoing’ allocations for annual spend such as Disabled Facilities Grants, 
Housing and General Fund property maintenance, vehicles, Capital Grants, etc.

 ‘One-off’ projects to deliver a particular scheme such as new/upgrade of ICT 
system, building or refurbishing assets, one off grant funding, etc.

Detailed Project Bids

10.2 As part of the business planning process, Heads of Service and Assistant Directors 
will identify a list of potential capital ‘bids’ for consideration and inclusion into the 
capital programme.  All capital bids should be submitted using the Council’s Project 
Management methodology which covers the following key areas:

 Project Details – basic summary of the project including location
 Identification of priority Area – links to priority themes
 Evidence of need – what are the objectives for delivering the project including links 

to consultation?
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 Links to partnership – is there any third party support to deliver the project including 
financing?

 Identification of outputs and outcomes – to be achieved through delivery of the 
project?

 Affordability – what are the capital costs and associated revenue implications over 
the life of the scheme? 

 Level of risk – including the potential impact on overall financial sustainability for the 
Council

 Timescale – timescales for delivery including any planning, consultation, 
procurement, etc.

Preparing the Draft Capital Programme 

10.3 All capital bids are assessed by reference to the factors outlined above.

10.4 Schemes attracting partial or full external funding, such as grants, will be assessed 
in the same way as those schemes which require 100% funding from the Council 
and will only be included within the capital programme if they meet the Council’s 
needs, objectives and priorities.  

10.5 Cabinet will receive a draft capital programme together with a list of new bids for the 
following three years together with specific funding options and details of the capital 
financing proposals.  Cabinet will review the proposed programme and ensure the 
programme aligns and supports the delivery of the Council’s priorities and 
recommend the programme to Council to be incorporated into the budget 
framework proposals. 

10.6 Once detailed capital programmes have been approved by members, the financial 
spend is monitored on a monthly basis.  

10.7 To ensure each project is delivered, robust project management arrangements are 
undertaken with clearly defined areas of responsibility for each task set out.

Multi-Year Schemes

10.8 Payments for capital schemes often occur over many years, depending on the size 
and complexity of the project. Therefore, estimated payment patterns are calculated 
for each project so that the expected capital expenditure per year is known. 

10.9 The length of the planning period should be defined by the MTFP and the risks 
faced with reference to the life of the project/assets. For example some schemes 
may span two or more financial years whereas others may be over much longer 
timeframes (e.g. the 30 year business plan for the HRA decent homes programme). 

10.10The approval of a rolling multi-year capital programme assists the Council in a 
number of ways. It assists business managers, allowing them to develop longer 
term capital plans for service delivery. It also allows greater flexibility in planning 
workloads and more certainty for preparation work for future schemes. It will also 
allow greater integration of the revenue budget and capital programme. It also 
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matches the time requirement for scheme planning and implementation since 
capital schemes have a considerable initial development phase.

11 Framework for the Management & Delivery of the Capital Programme

11.1 Following the approval of the capital programme it is important that projects are 
delivered on time and within budget and clear measurable outcomes are achieved. 
Therefore, delivery of the capital programme is closely monitored on a monthly 
basis through detailed forecasting reviews. On a quarterly basis a financial 
monitoring report is presented to members in order ensure member overview and 
scrutiny of the capital programme. 

11.2 A standard approach to project management is used across the Council which 
facilitates the management and monitoring of individual projects against initial plans 
and milestones. This process includes risk registers and project baselines, etc. A 
project manager is assigned to each project to oversee the planning, delivery, 
management and governance arrangements.

11.3 Close monitoring and reporting of slippage is undertaken to provide timely reporting 
which then allows for greater flexibility with capital spend and may allow other 
opportunities to be added to the programme.

11.4 With major procurements, including building works, etc. the Contract Procedure 
Rules set out the approach to be taken which is underpinned by the Council’s 
Standing Orders and Financial Regulations. 

11.5 Monitoring arrangements for delivering the Capital Programme are set out in the 
Financial Regulations and Guidance Notes and the Contract Procedure Notes.

12 Revenue Implications

12.1 Clearly, the revenue implications of capital investment must always be considered 
in investment decisions and the prioritisation of projects. These include revenue 
costs and potential savings implications as follows:

Costs:

 Interest and MRP
 Potential loss of investment income from the use of reserves and capital receipts
 Operating costs associated with any asset

Savings & Benefits:

 The positive impact of investment and economic growth on the Council’s tax base 
and business rates income

 Capital projects that generate income, revenue savings and/or efficiencies
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13 Capital Financing

13.1 This section sets out the policies of the Council in relation to funding capital 
expenditure and investment.

External Funding, Including Government Grants

13.2 Business areas must seek to maximise external funding wherever possible to 
support capital schemes. This can be in the form of grants and contributions from 
outside bodies including central government, e.g. Disabled Facilities Grants. Other 
external funding options could be through non-specific S106 monies, developer 
contributions or third party support. However, business areas must be prepared to 
underwrite any cost overruns on externally funded schemes, i.e. where the costs 
exceed the available funding. In respect of match funding bids then the relevant 
manager must fully identify the necessary match funding resources from within 
existing service budgets.  

Capital Receipts

13.3 A capital receipt is an important funding source for the capital programme. This 
relates to money which is received from the sale of an asset. The monies received 
cannot be spent on revenue items unless the guidelines for flexible use can be 
applied. 

13.4 Identification of the disposal of assets is undertaken in accordance with the Asset 
Management Plan disposal strategy. The Council has a Useable Capital Receipts 
Reserve which is earmarked to fund future capital programme items and the current 
policy is to utilise all capital receipts to financially support the capital programme, 
enabling investment to be directed towards those schemes or projects with the 
highest corporate priority. Capital receipts may be also used to repay outstanding 
debt on assets financed from loans, as permitted by the regulations.

13.5 One of the elements to generate capital receipts relate to ‘Right to Buy’ housing 
sales.  Under the current rules these receipts are to be used within a 3 year period 
to fund up to 30% of the construction of purchase of new housing stock.

13.6 The Management Team will review annually the Council’s key property holdings 
against the aims and objectives of the Asset Management Plan.  

Revenue Funding, Including Reserves

13.7 Where appropriate, revenue funding may be used to fund capital expenditure. 
Contributions are made either from revenue or other reserve transfers and the level 
to which this is maintained or decisions regarding its usage are made both during 
the year end accounts closure process and during budget setting. In addition, 
monies that are received from New Homes Bonus funding has been utilised to 
funding some specific capital projects such as financing the new cinema complex..
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Prudential Borrowing

13.8 Capital projects that cannot be funded from any other source can be funded from 
Prudential Borrowing. Services must be able to afford the borrowing repayment and 
interest charges on the loan from revenue budgets. Factoring in the cost of MRP 
and interest charges is key to the annual budget process and the development of 
the MTFP.  

13.9 Local Authorities can set their own borrowing levels based on their capital need and 
their ability to pay for the borrowing. The levels will be set using the indicators and 
factors set out in the Prudential Code. The borrowing costs are not supported by the 
Government so services need to ensure they can fund the repayment costs. This 
borrowing may also be referred to as Prudential Borrowing. 

13.10The impact of borrowing will be reported in the Treasury Management Strategy 
alongside the Prudential Indicators required by CIPFA’s Prudential Code for Capital 
Finance.

HRA – Capital Receipts Reserve & Major Repairs Reserve

13.11These reserves can be used to fund capital expenditure. Contributions are made 
from the Housing Revenue Account or through the sale of assets and these are 
driven by the HRA Business Plan.

Pump Priming and Invest to Save Schemes

13.12Occasionally projects arise for which services require assistance with meeting the 
set up costs of projects which may bring long term service delivery improvements 
and/or cost savings. The initial set up costs may be of a revenue or capital nature. 
Assistance for these schemes must be considered on an individual basis by the 
Management Team and then Cabinet with consideration to the Council’s overall 
priorities and resources.

13.13For ‘invest to save’ schemes, assistance may be given for initial set up costs, but it 
is expected that in the longer term these schemes will produce savings and/or 
additional income that will as a minimum fund any additional operational or 
borrowing costs. If the additional savings/income do not cover the additional costs 
incurred, then the service will be required to fund the gap from their existing 
budgets (i.e. they will underwrite the savings/income).

Leasing

13.14The Council may enter into finance leasing agreements to fund capital expenditure 
on behalf of services. However, a full option appraisal and comparison of other 
funding sources must be made and it must be evidenced that leasing provides the 
best value for money method of funding the scheme.

13.15Under the Prudential Code finance leasing agreements are counted against the 
overall borrowing levels when looking at the prudence of the authority’s borrowing.
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14 Utilising Capital Funding 

14.1 With reference to above, it is prudent to allocate funding streams in the order 
outlined below although this may be amended in order to deliver priority outcomes. 
Clearly, due to the higher costs associated with external borrowing, this sits low on 
the priority list and should be used as a last resort, particularly where the full 
ongoing costs of interest and MRP are not covered by income or cashable savings 
generated by the asset purchased or the investment made. 

1. Time limited funding
2. Ring fenced funding
3. Other external funding
4. Capital receipts and reserves
5. Direct revenue funding
6. Invest to Save
7. Borrowing
8. Leasing

15 Overview of Asset Management Planning

15.1 The Asset Management Plan (AMP) states how the Council’s current properties and 
land support the delivery of its strategic priorities. This influences the way the 
Council manages property and assets at a strategic level as well as on a day to day 
basis. The AMP also covers the arrangements in place governing the acquisition 
and disposal of assets. In addition, the Property Investment Strategy sets out how 
the Council will acquire or refurbish assets that meet its corporate objectives, 
including those set out in the MTFS as well as delivering economic benefits.

16 Commercial Investments

16.1 These are investments made outside the normal treasury management activity and 
are taken for mainly financial reasons. These may include:

 investments arising as part of business structures, such as shares and loans in 
subsidiaries or other outsourcing structures such as IT providers or building 
services providers. For the avoidance of doubt, this includes loans made by the 
Council to wholly owned companies, to a joint venture and to a third party.

 investments explicitly taken with the aim of making a financial surplus for the 
Council, e.g. establishing investment property portfolios.

16.2The Council will set out the level of risk it is prepared to accept or be exposed to (risk 
appetite). Where there is a fundamental change in policy, for example where the 
Council wishes to pursue a more progressive approach, then provided the business 
case and risk assessment for the investment/project put the level of risks within 
acceptable and manageable margins, it can proceed.

16.3 The statutory guidance contained in the Local Government Act 2013 and the 
guidance issued in February 2018 sets out the following disclosures and reporting 
requirements that are being developed. 
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 Limits for non-treasury investments
 Agreement on the types of loan to be made and self-assessed limit that cannot be 

exceeded for such loans
 Agreement of the types of property investments to be made and self-assessed 

limit for total exposure to these investments
 Definition of the types of contribution non-financial investments can deliver for the 

Council
 Processes and procedures for dealing with risk assessment, including security, 

debt recovery, liquidity and performance monitoring
 How the right balance is achieved between security, liquidity and yield
 Quantitative indicators to help measure total risk exposure in terms of 

proportionality
 Capacity, skills and culture, including policy on the use of external service 

providers

17 The Importance of Effective Treasury Management in Financing Capital 
Expenditure

17.1 Treasury management is defined by CIPFA as: “the management of the Council’s 
borrowing, investments and cash flows”. A vital part of the treasury management 
operation is to ensure that cash flow is adequately planned, with cash being 
available when it is needed, including the funding of the Council’s capital plans. 
These capital plans provide a guide to the borrowing need of the Council, 
essentially the longer term cash flow planning to ensure that the Council can meet 
its capital spending obligations.  

17.2 The Council will ensure that its capital investment plans and borrowing are prudent, 
affordable and sustainable. In doing so, it will take into account its arrangements for 
the repayment of debt and the consideration of risk and the impact on the Council’s 
overall fiscal sustainability. While prudential indicators are required to be set over a 
rolling three year period, these will, in future, be established in line with a capital 
strategy that is sustainable over the longer term.

17.3 The CIPFA Treasury Management Code recognises that organisations may make 
investments for policy reasons outside of normal treasury management activity. 
These may include commercial investments as described above.

17.4 The Council’s approach to Treasury Management is set out in detail in its Treasury 
Management Strategy which is reported to Council annually in March. This also 
features the Council’s arrangements for dealing with the Minimum Revenue 
Provision (MRP)

18   Procurement and Value for Money

18.1 Procurement is the purchase of goods and services, and the Council’s approach is 
aligned to the Lincolnshire Sustainable Procurement Strategy that has been 
developed to assist with the definition of quality standards and securing provision of 
the best possible services for local people for a given price. 
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18.2 The Council uses the services of Lincolnshire Procurement for capital procurement 
and to help deliver efficiency savings and value for money. This ensures full 
compliance with EU procurement directives and the Council has adopted 
Lincolnshire’s Contract Procedure Rules.

18.3 The main aim is to hold ‘value for money’ as a key goal in all procurement activity to 
optimise the combination of cost and quality. Delivering the Council’s Capital 
Investment Programme should provide high quality, value for money public 
services. The Council recognises that best value is based on whole life costs and 
therefore the on-going revenue implications of capital spend are identified. These 
revenue costs are used to inform the revenue budget planning process and are 
considered alongside other priorities in the revenue budget when the overall budget 
is set. Costs to be assessed include the opportunity cost of using the resources, the 
interest earnings foregone by utilising reserves and capital receipts, and any 
additional revenue costs arising from the investment.

18.4 Effective performance management is central to all capital investment activities as a 
way of ensuring that value for money is being achieved.

19 Partnerships and Relationships with other Organisations

19.1 SKDC is an outward-looking Council that is keen to engage and partner with other 
public bodies and especially with external organisations to unlock private 
investment and deliver economic growth for the area. Also, to learn from partnering 
and networking in order to develop new ideas and innovation and deliver results on 
a shared risk and reward basis. 

20 Due Diligence and Risk Management

20.1 Risk management, due diligence and achieving value for money are the foundation 
for all aspects of capital investment and treasury management underpinned by 
effective management and control.

Due Diligence

20.2 For all capital investments, the appropriate level of due diligence will be undertaken 
with the extent and depth reflecting the level of additional risk being considered. 
Due diligence process and procedures will include:

 effective scrutiny of proposed investments by the Management Team and 
Cabinet;

 identification of the risk to both the capital sums invested and the returns;

 understanding the extent and nature of any external underwriting of those risks;

 the potential impact on the financial sustainability of the Council if those risks 
come to fruition;

 identification of the assets being held for security against debt and any prior 
charges on those assets; 

 where necessary, independent and expert advice will be sought.



APPENDIX A

Risk Management

20.3 To manage risk effectively, the risks associated with each capital project or capital 
investment need to be systematically identified, analysed, influenced and 
monitored.

20.4 It is important to identify the appetite for risk by each scheme and for the capital 
programme as a whole, especially when investing in capital assets held primarily for 
financial returns. Under the CIPFA Prudential Code these are defined as 
investments and so the key principle of control of risk and optimising returns 
consistent with the level of risk applies.

20.5 An assessment of risk should therefore be built into every capital project and major 
risks recorded in a Risk Register. It is important that risk assessment forms a key 
element of the both the capital expenditure and capital financing process.

20.6 The following have been defined as the main risks and these are explained more 
fully in the Treasury Management Strategy.

Credit Risk
20.7 The risk that the organisation with which the Council has invested capital monies 

has diminished creditworthiness or becomes insolvent and cannot meet its 
contractual obligations. 

Liquidity Risk
20.8 The risk that cash will not be available when needed.

Interest Rate, Exchange Rate & Inflation Risks
20.9 The risk that rates will move in a way that has an adverse effect on the value of 

capital expenditure or the expected financial returns from a project. 

Legal and Regulatory Risk
20.10The risk that changes in laws or regulation make a capital project more expensive 

or time consuming to complete, make it no longer cost effective or make it illegal or 
not advisable to complete. 

Fraud, Error and Corruption
20.11The risk that financial losses will occur due to errors or fraudulent or corrupt 

activities. 


