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Agenda No 17

Cabinet - 8 September 2005.
Capital Programme Review

Report of the County Treasurer

Recommendations

(1) That Cabinet approves the additional projects at paragraph 6.2 of the report.

(2) That the revised starts and payments totals for 2005/2006 identified at paragraph
6.5 and Tables 1 and 2 be approved.

(3) That Cabinet note the projections of spending and financing for future years.

1. Introduction

This report is the regular report dealing with changes to the capital
programme arising from the latest review of capital projects. In this case the
report highlights changes since Council in February 2005 and provides
estimates of capital expenditure and financing resources for future years.

2. Definition of Capital

Capital expenditure is spending on assets which have a life of more than a
year. It is defined by statute and includes acquisition of land, construction and
improvement of buildings and roads, and the purchase of plant, machinery
and equipment.

3. Funding of Capital

3.1 The County Council must ensure that it has sufficient funding to meet its
capital payments in each financial year. The main sources of finance are:-

» Borrowing — within the levels set by Council in February. The Authority is
required to demonstrate that its borrowing is prudent, sustainable and
affordable.

Capital grants from the Government e.g. under the DfES programmes.
Third Party Contributions e.g. private sector developers.

Capital Receipts from the sale of assets e.g. property.

Departmental Revenue budgets.

The Capital Fund — A reserve earmarked for capital purposes.

YVVYVVYV

. . . {%awqrwickshire
A CapitalReviewCabinetReportAugust05.doc 30f9 County Council




4.1

4.2

5.1

5.2

6.1

6.2

Current Position

In February the estimated value of schemes due to start in 2005/2006 was
£57.9 million (at November 2004 prices) as summarised in Table 1.

Payments on capital schemes tend to be spread over a number of financial
years. This means that there are payments being made in 2005/2006 not only
for schemes started in that year but also for schemes started in earlier years.
Also, in some cases expenditure on design work for a project may take place
in a year prior to its start. The Council controls both the level of schemes
started in a year and payments during a year (irrespective of which year
schemes were started in).

Why review Capital Estimates during the year? What do
members need to do?

Departments are asked to review capital estimates periodically during the
year. The reason for this is that capital estimates can be subject to frequent
changes; projects are designed externally, may require the purchase of land,
are subject to planning permission, or have contracts which are tendered
externally, etc. All of these factors can result in delay or variations in cost
estimates. These changes mean that the authority must regularly review
estimates to ensure that spending is balanced by available funding and take
corrective action where necessary.

Members need to be satisfied that the authority is able to meet all its capital
commitments by reviewing progress on projects and changes in financial
projections.

Latest changes for 2005/2006

Changes to 2005/2006 starts and payments since February are analysed
below. 2005/2006 starts have increased by £91.2 million as shown in Table 1.
Payments have increased by £3.4 million as identified in Table 2.

Tables 1 to 5 include the following new capital projects which have not yet
been considered by Cabinet. All are fully funded and therefore the addition of
the projects to the capital programme can be agreed by Cabinet :-

£000
Social Services:
Mental Health — spending supported by Government 182.8
IT Improvements for information management 200.0
Integrated Children’s Services — IT provision 97.0
Adaptations to Foster Carer’s Property 50.0
Treasurer’s Department:
Treasury and Pensions Section — Scanner and Server 31.0
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6.3

6.4

6.5

CAMS
Heidelberg Printing Press 115.0

Total 675.8

Further details are shown at Appendix C.

Figures include proposed Education projects and developer-funded projects
from reports elsewhere on the Cabinet agenda but exclude the proposed
increases in the reports on parking decriminalisation projects in Nuneaton,
Rugby and Leamington and the environmental enhancement scheme at
Camp Hill.

The main reasons for the large increase in the ‘starts’ figure for 2005/2006
are: -

» Three major transport schemes are now due to commence in 2005/2006:
Rugby Western Relief Road, Barford By-pass, Coleshill Multi-modal
interchange.

» The 2005/2006 capital programme includes the reconstruction of Avon
Valley School approved by Cabinet on 21 July 2005.

The main reasons for the increase in 2005/2006 payments is the addition of
2005/2006 developer funded transport projects by Cabinet and slippage of
payments from 2004/2005.

Starts

Table 1 — Changes in 2005/2006 Estimated Capital Starts since
February 2005

Department Estimated Capital Starts

2005/2006

Changes
£000

27,913.3

Feb 2005
£000
29,078.0

Sept 2005
£000
Education 56,991.3
Libraries, Heritage and Trading

Standards 100.0 814.0 914.0

Planning, Transport and

Economic Strategy
Social Services

Other

Total

17,745.1
1,890.8
9,120.1

57,934.0

53,831.3
511.1
8,167.2

91,236.9

71,576.4
2,401.9

17,287.3

149,170.9
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Payments

6.6

7.1

8.1

8.2

A CapitalReviewCabinetReportAugust05.doc

Table 2 — Changes in Estimated 2005/2006 Capital Payments since

February 2005

Department Estimated Capital Payments
Feb 2005 | Changes | Sept 2005

£000 £000 £000

Education 43,574.4 | -1,468.1 42,106.3

Libraries, Heritage and Trading

Standards 225.9 509.1 735.0

Planning, Transport and

Economic Strategy 34,214.5 5,530.0 39,744.5

Social Services 2,370.5 269.7 2,640.2

Other Departments 15,3495 | -1,474.1 13,875.4

Total 95,734.8 3,366.6 99,101.4

The changes, analysed by department, in Tables 1 and 2 above are made up
of a number of variations on individual schemes. New projects and larger
variations in starts or payments (in excess of £100,000) are identified at
Appendix A. The key to the Appendix distinguishes between schemes which
are funded from external sources, those that are met from County Council
capital resources (supported/unsupported borrowing, capital receipts, the
Capital Fund), and also those that are met from revenue.

Additions/Variations to be Reported

In addition to the variations in excess of £100,000 recorded at Appendix A, a
number of increases in scheme costs need to be reported to Cabinet. These
are listed with explanations at Appendix B.

Latest Projections and Borrowing Requirement — 2005/2006
Onwards

Table 3 below summarises estimated capital payments analysed over future
financial years. The figures include the £5.63 million programme of additional
projects approved by Cabinet on 7™ April 2005. A balance of £1.566 million of
capital provision for 2006/2007 included in the Table was left unallocated by
Cabinet on 7™ April 2005. Overall £12.2 million of spending is conditional on
funding from the sale of land at Aylesford, Warwick.

Table 3 includes a number of other projects approved by Cabinet since
February funded from specific earmarked funds and/or from revenue.
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Table 3 — Estimated Capital Payments for 2005/2006 Onwards

2005/2006 | 2006/2007 | 2007/2008 | 2008/2009
£000 £000 £000 £000

A. Capital Payments 99,101 93,048 46,170 8,293

8.3  Under the requirements of the Local Government Act 2003 regulated by the
CIPFA prudential code the balance of the above expenditure, not funded from
any other source, falls to be met from borrowing. Table 4 shows the
calculation of this residual borrowing requirement for the period to 2008/2009.
The breakdown of the borrowing between self financed schemes, supported
borrowing, and unsupported borrowing is shown at Table 5. The cost of
supported borrowing is partly financed through additional Government
revenue support grant and business rates. Departments have agreed to meet
the revenue impact of borrowing for self financed projects. The whole cost of
unsupported borrowing falls on Council services

Table 4: Estimated Borrowing Requirement for 2005/06 onwards

120,000
100,000 - E
|
80,000
o
o
o
(¥%)
IS 60,000 -
S
o
£
<
40,000
20,000 -
0 B
2005/06 2006/07 2007/08 2008/09
O Capital Fund 1,919 - -
B Revenue 4,685 2,996 1,678 1,375
O Usable Capital Receipts 14,276 14,514 836
O Outside Contributions 22,928 22,358 7,109 536
B Government Capital Grants 16,037 17,808 8,871 4,899
O Borrowing 39,256 35,372 27,676 1,483
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Table 5: Analysis of Estimated Borrowing

45,000
40,000 -
35,000 -
30,000 -
o
8 25,000 -
< 20,000 -
>
g 15,000
<
10,000 -
5,000 -
-5,000
2005/06 2006/07 2007/08 2008/09
OUnsupported 608 3,906 -229 207
B Supported 35,822 30,499 27,905 1,276
O Self financing 2,826 967

8.4 Tables 4 and 5 show projected borrowing of £39.3 million in 2005/2006.
However, for operational purposes we are working on a target of £35.3 million
anticipating slippage of 10% in the capital programme. Currently, £28.4 million
has been committed against the target.

8.5 Table 6 below shows that current Council borrowing and overall estimated
borrowing at 31st March 2006 is expected to be well within the two limits set
by full Council in February 2005 (the Authorised Limit for External Debt and
the Operational Boundary).

Table 6 - Comparison with Borrowing Limits
350 1
300 - —o— Current Borrowing
X
e 250 F/—/./ _
Q o * —— Estimated Overall
= 200 1 Borrowing at 31st March
S 150 - Authorised Limit for
£ External Debt
100 - .
Operational Boundary
50 -
0 T 1
2005/06 2006/07 2007/08
Year
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9. Other

9.1 Inthe tables payments dependent on Education and Local Transport Plan
Government settlements are programmed up to 2007/2008. These will be
revised later in the year when the Government announces its support for
capital expenditure in theses areas.

DAVID CLARKE
County Treasurer

Shire Hall
Warwick

22 August 2005
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Appendix C

Additional Projects

SOCIAL SERVICES

1

Mental Health — spending supported by the Government 182.8

The Government has provided support for additional borrowing which
will allow mental health facilities to be improved.

IT Improvements for information management 200.0

The Government has provided a further capital grant to expand IT
provision in Social Services Department.

Integrated Children’s Service IT provision 97.0

The Government has provided a further capital grant to expand IT
provision for children’s services.

Adaptations to Foster Carer’s Property 50.0
Social Services Department has set aside revenue resources to fund

improvements which will help to provide additional foster care capacity
in Warwickshire.

TREASURER’S DEPARTMENT

5

Treasury and Pensions Section — Scanner and Server 31.0

The equipment is for the Pensions Administration team and will
enhance the IT function in accordance with an agreed development
plan. It will be funded from revenue.

CAMS DEPARTMENT

5 Heidelberg Printing Press 115.0
The equipment will help to meet customer demand for the services
provided by the Business Unit and will be funded from revenue.

GRAND TOTAL 675.8
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