* to enable agreed actions in relation to approved policies and strategies to be progressed and to
meet other Council commitments.

Over the period 2019/20 to 2028/29 it is estimated that £8.2m (commercial properties), £2.4m
(engineering structures) and £74m (in respect of policy and strategy commitments or similar) need to
be spent.

Funding will depend on capital receipts from asset sales. Reports concerning proposed asset sales
were considered and recommendations approved by the Cabinet on 19 September 2018. There will be
insufficient capital receipts arising from these planned sales to meet all of the costs of the investment
programme. Accordingly, it is estimated that around £13.87m of expenditure will have to be funded
from borrowing over the ten year period if the programme is to delivered in its entirety.

In addition, £15.625m of fleet replacement costs will need to be financed, either by leasing or prudential
borrowing. For the purposes of completeness, Annex B assumes that these costs will be funded from
prudential borrowing. However, this will be subject to a detailed appraisal to determine the most cost
effective financing method.

The £15.625m of fleet replacement costs for the 10 year period are shown in the table below:-

19/20 | 20/21 | 21/22 | 22/23 | 23/24 | 24/25 | 25/26 | 26/27 | 27/28 | 28/29 | Total
Description £m £m £m £m £m £m £m £m £m £m £m
Pest Control Vans 0.054 0.063 | 0.117
Leisure Vehicle 0.018 0.021 | 0.039
Facilities Management 0.018 0.021 | 0.039
Vehicle
Mayors Car 0.080 0.080 0.160
Streetscene Vans 0.100 | 0.260 | 0.120 0.018 | 0.060 | 0.304 | 0.264 | 0.021 | 1.147
Streetscene Mowers 0.015] 0.144 0.017 | 0.180 0.020 | 0.376
Streetscene Sweepers | 0.130 0.124 | 0.392 | 0.152 | 0.157 | 0.140 | 0.440 1.535
Streetscene Tractors 0.335 0.335
Streetscene Tools 0.025 | 0.075 | 0.075 0.019 | 0.025 | 0.159 | 0.041 0.419
Streetscene Trailers 0.006 0.007 0.007 | 0.007 0.008 | 0.008 | 0.043
Waste Refuse Fleet 0.330 | 0.015 | 0.174 2.390 0.414 0.207 | 2.855 | 6.385
Waste Recycling Fleet — 2.140 2.560 4.700
New Service
Waste JCB Diggers 0.060 0.085 | 0.088 0.233
Waste Van 0.018 0.079 0.097
Total 0.646 | 2.492 | 0.509 | 0.251 | 2.799 | 0.466 | 0.827 | 3.331 | 1.295 | 3.009 | 15.625

There will be a consequent cost to the revenue budget which will have to be included in the MTFS
projections. Based on the expenditure shown in Annex B and forecasts of the amount and timing of
receipts and current capital financing costs, the additional costs to the revenue budget will be around
£4.78m for the main programme and potentially a further £8.42m for fleet replacement over 10 years,
with the costs in each year 2019/20 to 2028/29 being as shown below.
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Year Fleet Replacement Other Total
£m £m £m

2019/20 0 0 0
2020/21 0.12 0 0.12
2021/22 0.46 0 0.46
2022/23 0.53 0.05 0.58
2023/24 0.60 0.42 1.02
2024/25 0.98 0.79 1.77
2025/26 1.04 0.88 1.92
2026/27 1.19 0.88 2.07
2027/28 1.65 0.88 2.53
2028/29 1.85 0.88 2.73
Total 8.42 4.78 13.2

A capital programme for 2019/20 to 2021/22 totalling £19.30m will be recommended to Full Council on
20 February 2019, consistent with the detail shown in Annex B. The prudential indicators that will
apply for this 3 year period are set out at Annex C.

Funding for 2019/20 expenditure is likely to be available from the following sources:
s Further capital receipts from asset sales
e Right to Buy capital receipts
e Government grants
e Other external contributions

All of the above funding sources are likely to be limited so the programme only includes affordable
projects.

As described earlier, current estimates of the amount required to be invested in projects to ensure
continued service delivery and meet commitments compared with forecasts of likely receipts from asset
sales and other available resources indicate that there will be insufficient resources available to fund ail
of these requirements. If forecast receipts from sales of assets cannot be achieved within this
timeframe, the Council may have to review its stance with regard to borrowing, if this proves to be the
only practical means of funding necessary investment, particularly if a major unforeseen item of capital
expenditure were to materialise, for example major repairs to enable an operational building to continue
to be used or new legislation requiring capital spending.
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It is not intended to borrow to fund the 2019/20 programme, provided forecast sales occur and realise
the projected capital receipts however it is anticipated that prudential borrowing will be required in later
years.
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Annexes

Annex A

DEFINITION OF CAPITAL EXPENDITURE INCLUDED IN THE CODE OF PRACTICE ON LOCAL
AUTHORITY ACCOUNTING IN THE UNITED KINGDOM

All expenditure that can be directly attributed to the acquisition, creation or enhancement of items of
property, plant and equipment or the acquisition of rights over certain longer-term intangible benefits is
accounted for on an accruals basis and capitalised as a non-current asset. It must be probable that the
future economic benefits or service potential associated with the item will flow to the Council - the
Council does not have to own the item but it must be more than likely that it has gained the right to use
the item in the provision of services or to generate cash from it. In addition it must be possible to
measure the cost of the item reliably.

Expenditure that should be capitalised will include expenditure on the:

e Acquisition, reclamation or laying out of land

e Acquisition, construction, preparation, enhancement or replacement of roads, buildings and
other structures

e Acquisilion, inslallalion or replacemenl ol movable or immovable plant, machinery, apparalus,
vehicles and vessels

In this context, the definition of enhancement contained in the previous Code of Practice (SORP) is
still applicable and means the carrying out of works which are intended to:

¢ Lengthen substantially the useful life of the asset, or

e Increase substantially the market value of the asset, or

e Increase substantially the extent to which the asset can or will be used for the purpose or in
conjunction with the functions of the local authority concerned.

Under this definition, improvement works and structural repairs should be capitalised, whereas
expenditure to ensure that the fixed asset maintains its previously assessed standard of performance
should be recognised in the revenue account as it is incurred. Expenditure on existing fixed assets
should be capitalised in three circumstances:

e Enhancement - see above

e Where a component of the fixed asset that has been treated separately for depreciation
purposes and depreciated over its individual useful life is replaced or restored

e Where the subsequent expenditure relates to a major inspection or overhaul of a fixed asset
that restores the benefits of the asset that have been consumed by the authority and have
already been reflected in depreciation

Assets acquired on terms meeting the definition of a finance lease should be capitalised and included
together with a liability to pay future rentals.

Where an asset is acquired for other than cash consideration or where payment is deferred the asset
should be recognised and included in the balance sheet at fair value.
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