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Appendix G

Flexible Use of Capital Receipts Strategy 2026-27

This strategy applies from the 15t °f April 2025 until 31t March 2030 but will be
reviewed on an annual basis as part of the budget setting process.

Background and Rules of Qualification 1.1 This strategy sets out Spelthorne
Borough Council’'s approach to the use of the Government’s Direction for the
Flexible Use of Capital Receipts, in accordance with Section 15(1) of the Local
Government Act 20031.2 The Secretary of State, through Section 15 (1) of
the Local Government Act 2003, gave local authorities the power to spend up
to 100% of capital receipts from the disposal of property, plant, and equipment
assets on the revenue costs of reform projects. This flexibility is limited to the
application of those capital receipts received in the years to which this direction
applies and does not allow borrowing to finance the revenue costs of service
reform. From 2016/17 Local Authorities were given the power to use capital
receipts from the disposal of property, plant and equipment assets received in
the years in which this flexibility is offered, to spend up to 100% of their fixed
asset receipts (excluding Right to Buy receipts) on the revenue costs of reform
projects. Local Authorities may not use their existing stock of capital receipts to
finance the revenue costs of reform; therefore, capital receipts realised before
2016/17 cannot be used flexibly under these arrangements.

o The Council has the flexibility to apply capital receipts to fund transformation
projects as enabled by the Secretary of State’s Direction and outlined in the
Government’s Statutory Guidance on the flexible use of capital receipts. The
current extension of flexibility would have ceased in March 2025, but it was
announced by Government alongside the Provisional Settlement on 18
December 2023 that the current scheme, which currently applies to expenditure
and receipts incurred between 15t April 2022 and 31st March 2025, has been
extended to 315t March 2030. Therefore, to make eligible use of the scheme
the capital receipts, and any qualifying revenue expenditure, need to be
incurred between 15t April 2022 and 315t March 2030.

o The authority should prepare an annual strategy that includes separate
disclosure of the individual projects that will be funded, or part funded through
capital receipts flexibility and that the strategy is approved by Full Council or
the equivalent.

. This initial Strategy may be replaced by another Strategy (“the revised
Strategy”) at any time during the year, on one or more occasions. The initial
Strategy should specify the circumstances in which a revised Strategy is to be
prepared, but a revised Strategy may be prepared in other circumstances, if at
any time it is considered to be appropriate. When setting a revised Strategy its
impact on the local authority’s Prudential Indicators shall be considered and
whether it is necessary to amend the Prudential Indicators at the same time

o Qualifying revenue expenditure is time-limited expenditure incurred by the
Council on any project that is designed to generate ongoing revenue savings
in the delivery of public services and/or transform service delivery to reduce
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costs or demand for services in future years for any of the public sector delivery
partners. Although set-up and implementation costs of any new processes or
arrangements can be classified as qualifying expenditure, the ongoing revenue
costs of the new processes or arrangements are excluded.

o An important feature of this flexibility requires the Council to demonstrate the
highest standards of accountability and transparency and each individual
project that will be funded or part-funded in this way must be disclosed and
approved by a meeting of the Council.

o For 2026-27 and through to the current available extended period (315t March
2030), the Council initially proposes to use the flexibility to fund up to £1.123m
of qualifying transformation expenditure. Table 2 below sets out specific
projects which could qualify for the use of capital receipts. Further schemes
may be identified during the year which meet the use of capital receipts criteria.
In this case, these schemes will be reported to a meeting of the Committee.

o The Council’'s use of capital receipts to fund transformation projects will
continue to be subject to development and approval of robust business cases.
The business cases will need to demonstrate that:

(a) The initiative will transform services, generate future savings, or reduce
future costs; and

(b) The costs being funded are implementation or set up costs and not on-
going operational revenue costs.

2. Flexible Use of Capital Receipts Process

. Flexible use of capital receipts is a means to fund one-off project costs which
enable the process of transformation and the resulting benefit realisation. In
applying this funding, several measures have been applied to ensure that the
qualifying funding criteria are met. These include a robust approval process
that is applied whenever the use of capital receipts is considered and to ensure
that this funding source is only applied to qualifying expenditure.

o Governance includes reporting accountability to the Committee and regular
performance reporting with detailed monitoring undertaken to provide
assurance over the value of qualifying spend benefits realisation and the
delivery of anticipated outcomes.

. This strategy allows the flexible use of capital receipts but does not determine
they have to be used for the purpose set out. It provides flexibility to use capital
receipts to fund the expenditure detailed if it is determined that is the best
funding stream to use.

. Approval of projects and allocation of funds arising from the use of flexible
capital receipts will be at the discretion of the Committee in consultation with
the Chief Finance Officer (S151 officer), in accordance with this strategy.

. There are a wide range of projects that could generate qualifying expenditure,
and the list below is not prescriptive. Examples of projects include:

= Funding the cost of service, implementing the Council Best Value Inspection
recommendations and the Improvement and Recovery Plan actions.

= Sharing back-office and administrative services with one or more other
council or public sector bodies.
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= 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
where this leads to ongoing efficiency savings or service transformation.

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

= Contributing towards the transformation Surrey Local Government
Reorganisation process.

3. Impact on Affordability of Prudential Borrowing

. The Council will have due regard to the requirements of the Prudential Code
and the impact on the prudential indicators. Capital receipts from the sale of
assets are used to finance the Council’s Capital Strategy. The Council currently
has unallocated capital receipts which can be used to fund this Strategy,
therefore the utilisation of receipts for capital receipts flexibility will not have an
impact on the Council’s prudential indicators.

o The incremental impact on the Council’s Prudential Indicators of £0.566m
additional Capital Expenditure in 2025/26 due to its Flexible use of Capital
Receipts Strategy might slightly change the CFR balances set out in Table 1
below:

Table 1 — Flexible Use of Capital Receipts change to Prudential

Indicators
. . 2025/26  2026/27 2027/28 2028/29
Prudential Indicators £m £m £m £m
Capital Financing 1097 889 804 703
Requirement ’
Operational Boundary 748 699 560 532
Authorised Borrowing
Limited 1,097 889 804 702
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4. Projects to be Funded from Flexible Use of Capital Receipts

4.1 The Council intends to apply capital receipts of up to £0.566m in 2026/27. Projects
which are likely to qualify for the capital receipts flexibility are shown in Tabe 2

below.

Table 2 — 2025/26 Projects to be Funded from Flexible Use of Capital Receipts

Service bt Committe
Description of Project Qualifying Expenditure . of Capital
Transformation .
Receipts
£000
Contribution towards creation of
new unitary and estimated cost of | Contribution towards the Surrey |As set out in LGR
. ) 250,000{CPRC
£35m across Surrey pre-vesting |LGR business case
day
To achieve financial sustainability
through disciplined planning, ) .. |As setout inthe
effective governance, and Statemgnt of accounts financial Improvement and 75,000|CPRC
transparent porting. Reducing accounting Recovery Plan (IRP)
operating costs
Appoint experts to develop a
Staines Masterplan to support
housing and regeneration, and
agree timelines for delivery
To develop a strategy for the (£60K).
council's regeneration sites which
provide realistic and credible Consultant for affordable housing
. plans for the sites, increases the [SPD(£30k). As set out in the
Regeneration and - .
ety provision of housing, r.e(.jutl:es . . . Improvement and 241,000{CPRC
homelessness, and minimises the |Strategic planning to deliver may [Recovery Plan (IRP)
use of temporary accommodation [need assistance in other areas
and assessing the viability of or an interim to lead on other
Knowle Green Estates company [service priorities under IRP and
service support (57k).
Programme Co-ordinator re-
recruit (£94k).
566,000




