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SPECIFIC RISKS AND THEIR PROPOSED MITIGATION

Credit Risk

This is the risk that the organisation with which we have invested capital monies 
becomes insolvent and cannot pay us our investment returns or complete the agreed 
contract. Accordingly, the Council will ensure that robust due diligence procedures 
cover all external capital investment. Where possible contingency plans will be 
identified at the outset and enacted when appropriate.

Liquidity Risk

This is the risk that the timing of any cash inflows from a project will be delayed, for 
example if other organisations do not make their contributions when agreed. This is 
also the risk that the cash inflows will be less than expected, for example due to the 
effects of inflation, interest rates or exchange rates. Our exposure to this risk will be 
monitored via the revenue and capital budget monitoring processes. Where possible 
appropriate interventions will occur as early as possible.

Interest Rate Risk

This is the risk that interest 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. Interest 
rates will be reviewed as part of the on-going monitoring arrangements to identify such 
adverse effects. As far as possible our exposure to this risk will be mitigated via robust 
contract terms and when necessary contract re-negotiations.

Exchange Rate Risk

This is the risk that exchange 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. Where 
relevant, exchange rates will be reviewed as part of the on-going monitoring 
arrangements to identify such adverse effects. As far as possible our exposure to this 
risk will be mitigated via robust contract terms and when necessary contract re-
negotiations.
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Inflation Risk

This is the risk that rates of inflation will move in a way that has an adverse effect on 
the value of capital expenditure or the expected financial returns from a project. Rates 
of inflation will be reviewed as part of the on-going monitoring arrangements to identify 
such adverse effects. As far as possible our exposure to this risk will be mitigated via 
robust contract terms and when necessary contract re-negotiations.

Legal and Regulatory Risk

This is the 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. Before entering into capital expenditure or making 
capital investments, the Council will understand the powers under which the 
investment is made. Forthcoming changes to relevant laws and regulations will be kept 
under review and factored into any capital bidding and programme monitoring 
processes.

Fraud, Error and Corruption

This is the risk that financial losses will occur due to errors or fraudulent or corrupt 
activities. Officers involved in any of the processes around capital expenditure or 
funding are required to follow the Council’s policies and procedures. The Council has 
an on-going programme of ‘Doing the Right Thing’ through our values, principles and 
appropriate behaviour. This is supported by the Employee Code of Conduct and 
detailed policies such as Anti-Fraud and Corruption, Anti Money Laundering, Whistle 
Blowing and Declaration of Interests.


