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Inverclyde

council
Report To: Policy & Resources Committee Date: 9 August 2022
Report By: Interim Director Finance & Report No:  FIN/46/22/AP/MT
Corporate Governance
Contact Officer: Matt Thomson Contact No: 01475 712256
Subiject: 2021/22 Capital Programme Out-Turn & Impact of Material Shortages

on the Delivery & Cost of the 2022/25 Capital Programme

PURPOSE AND SUMMARY
OFor Decision X For Information/Noting

The purpose of this report is to advise Committee of the performance in delivering of the
2021/22 Capital Programme and to highlight issues relating to the availability and supply of
materials which will potentially impact upon the delivery of the 2022/25 Capital Programme.

The Capital Out-turn for the year past and explanations for material variances from when the
budget was approved is reported annually to the Committee. The detail is included within the
body of the report and in the Appendices, namely:

¢ Appendix 1 — Out-turn over the last 5 year period

o Appendix 2 — Summary of Slippage by Category and by Directorate

o Appendix 3 — Capital Slippage Summary by Service/Project

e Appendix 4 — Reported Slippage by Period

Subiject to the audit of the Final Accounts, the Capital out-turn for 2021/22 is reporting slippage
of 8.6% which is within the 10% threshold. However, without the inclusion of the BPRA loan
write off which was included as part of the Annual Accounts preparation, slippage would have
been £3.766 million (18.0%) and is a better indication of the challenges facing officers in the
delivery of capital projects.

RECOMMENDATIONS
It is recommended that the Committee notes the 2021/22 Capital Out-turn Position.
It is recommended that the Committee notes the pressure being experienced in relation to the

availability and cost of materials and the impact this could have on the delivery and cost of the
2022/25 Capital Programme.

Alan Puckrin
Interim Director Finance & Corporate Governance
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BACKGROUND AND CONTEXT

Subject to the audit of the Final Accounts, the Capital out-turn for 2021/22 shows slippage of
8.6%. The continuing effect of the Covid pandemic had a significant impact on the delivery of
the capital programme, Officers actively sought to advance projects that could be progressed
and this, along with the planned write off of the BPRA loan as part of the Final Accounts, has
resulted in slippage being contained within the 10% threshold, the factors impacting on this net
figure are detailed in Appendix 3.

Appendix 2 provides an analysis of the main reasons for any slippage whilst Appendix 3 contains
a commentary by the Lead Officer where appropriate on a project by project basis plus a
categorisation of the type of slippage. This latter issue is a subjective assessment, but does
give an indication of the main reasons for the slippage.

It can be seen that slippage of £5.437 million (71.9% of all slippage) arose from internal slippage
and slippage involving 3" Parties. Overall slippage was partly offset by project acceleration and
the addition of new projects of £5.762m.

Directorate performance was as follows:

Environment, Regeneration & Resources — overall advancement 16.2%/£2.278million (2020/21:
6% advancement) this was mainly due to slippage within Roads (Spaces for People, Flooding
Strategy), Environmental (Cremator Replacement and Play Areas), Town and Village Centre
Regeneration and unused Cost Pressure Contingency offset by advancement in Roads (SPT),
Property Minor Works and the write off of the BPRA Loan.

Education, Communities & Organisational Development — overall project advancement of
19.9%/£1.116million (2020/21: 100.01% advancement) mainly as a result of advancement
across the School Estate and Early Years programme partially offset by slippage in the Indoor
Tennis Facility and Waterfront Pool Floor.

Health & Social Care — overall slippage of 51.7%/£0.635million (2020/21: 18.3% advancement)
mainly as a result of slippage in the New Learning Disability Facility and SWIFT upgrade offset
by advancement in the Crosshill Childrens Home Replacement.

Allied to the early identification of slippage is the potential to identify alternative projects which
could be accelerated. Roads investment in particular lends itself to this approach where projects
can be developed and delivered in a far shorter timescale than many other capital projects.
During 2021/22 a total of £5.530m (2020/21: £7.208m) was advanced, mainly within the School
Estate Programme, Roads, Property Minor Works and also as a result of the write off of the
BPRA Loan.

MATERIAL SHORTAGES/PRICE INCREASES & THE 2022/25 CAPITAL PROGRAMME:

Over the past 2 years, supply chain insecurity and associated financial pressures have been a
recurring issue, through the initial impact of COVID, the UK exit from the EU, increased global
demand for materials and most recently the impact of the invasion of Ukraine by Russia. This
has created an extremely unpredictable market position in terms of construction sector activity
through a combination of restricted working practices, sharply rising prices for construction
materials, disrupted supply chains and labour shortages which have all had an impact on the
delivery of the capital programme in 2021/22.

The current volatile materials situation is resulting in other challenges which can be seen in
recent tender exercises and is predicted to continue in the short to medium term. Tenders being
sought in this climate are facing the following issues:
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e Material availability will impact on programmes with potentially extended lead-in/pre-site
periods and/or site programmes.

e Contractors may be reluctant to hold tenders open for the normal period (120 days)
currently included in the majority of Council tenders.

e Although the market generally remains keen, there may be a move towards more
selective tendering and lower numbers of tenders returned (depending on individual
project circumstances / type).

e Tender costs are likely to increase to reflect the cost of current materials increases and
future risks impacting affordability unless additional funding is possible.

For longer term / larger projects Contractors may struggle to secure pricing from supply chain
partners for work packages without inflated risk and additional contract protections

The above issues will undoubtedly lead to both cost pressures and delays and it is important
that Members are sighted on this when reviewing project updates at Committee. The 2022/25
Capital Programme was approved in February 2022 before the full impact of the invasion of
Ukraine had yet to be felt. As a result 2022/23 is likely to again be a challenging year for delivery
of the capital programme. Whilst officers will endeavour to advance projects where possible it
will be challenging to contain slippage within the 10% threshold.

PROPOSALS

The report is largely a review of the 2021/22 Capital Programme performance and as a result
contains no direct proposals. The performance in terms of slippage within 2021/22 and the
reasons for this are for noting only.

In terms of the pressures being experienced within the Capital Programme, both in terms of
anticipated delays and cost pressures, Officers will continue to update Members through the
regular update reports to the relevant Strategic Committees as well as the consolidated
reporting to Policy & Resources Committee.

IMPLICATIONS

The table below shows whether risks and implications apply if the recommendation(s) is(are)
agreed:

SUBJECT YES o N/A
Financial

Legal/Risk

Human Resources

Strategic (LOIP/Corporate Plan)

Equalities & Fairer Scotland Duty

Children & Young People’s Rights & Wellbeing
Environmental & Sustainability

Data Protection

X|X|X[X|Z

XXX | X
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Finance

One off Costs

Cost Centre | Budget Budget | Proposed Virement | Other Comments
Heading | Years Spend this | From
Report
N/A
Annually Recurring Costs/ (Savings)
Cost Centre | Budget With Annual Net | Virement Other Comments
Heading | Effect | Impact From (If
from Applicable)
N/A
Legal/Risk

There are no legal implications arising from this report.

Human Resources

There are no HR implications arising from this report.

Strategic

This report helps with planning of the 2023/26 Budget and Finance Strategy.

CONSULTATION

The CMT have been consulted on the report.

BACKGROUND PAPERS

None.




Annual Slippage Summary Appendix 1

Year Budgol (AdS\I/;ncaerTement! %age
£000's £000's
2017/18 32,271 398 1.2%
2018/19 27,995 (146) (0.5)%
2019/20 25,544 3,428 13.4%
2020/21 13,059 (4,284) (32.8)%
2021/22 20,892 1,797 8.6%

5 year average 23,952 239 1.0%
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