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Report To: Policy & Resources Committee Date: 9 August 2016
Report By: Chief Financial Officer Report No:  FIN/75/16/MT/AP
Contact Officer:  Matt Thomson Contact 712256
No:
Subject: 2015/16 Capital Programme Out-turn
PURPOSE

The purpose of this report is to advise Committee on the performance in respect of the delivery
of the 2015/16 Capital Programme.

SUMMARY

The Committee receives an annual report detailing the Capital Programme out-turn against
approved budget. Capital spend against budget has been a recurring theme for a number of
years in External Audit Annual Reports.

Action has been taken by officers over the last few years to reduce slippage and the impact of
these actions can be seen in 2015/16 where there has been a net acceleration of spend of
3.0%.

Appendix 1 summarises the reduction in slippage since 2011/12 following the action taken and
it can be seen that the 5 year average slippage is 14.3%.

Appendix 2 provides a summary of the main areas of slippage/advancement with reasons for
the slippage being provided by Lead Officers. As has previously been the case, it is clear that
slippage is not attributable to either a single project or a single reason.

Areas for improvement previously proposed by the Corporate Management Team centre
around earlier identification of slippage and greater support and challenge during the
consultation on Capital Reports to Committee and acceleration of projects from future years.
These actions have had a positive impact as can be seen in 2015/16.

RECOMMENDATIONS

It is recommended that the Committee note the 2015/16 Capital Out-turn Position.

It is recommended that the Committee note the positive impact which the previously agreed
actions have had on expenditure levels in 2015/16.

Alan Puckrin
Chief Financial Officer
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BACKGROUND

The issue of Capital Slippage has been one which has been regularly identified and reported
on by the Council's External Auditors. This situation is not unique to Inverclyde Council and
based on the results of annual surveys carried out by Directors of Finance, it would indicate
that the majority of Councils have difficulties in this area.

In 2012, following a significant level of slippage reported as part of the 2011/12 accounts, the
Corporate Director Environment, Regeneration & Resources undertook action as part of the
budget setting process to significantly reduce slippage and this was successful in 2012/13
when slippage reduced to less than 10%.

However, in 2013/14 and 2014/15 slippage increased and further actions were identified to
address this. It was anticipated that the full benefit of the actions introduced in 2014 would
not be realised until 2015/16.

2015/16 CAPITAL DELIVERY PERFORMANCE

Subject to the audit of the Final Accounts, the Capital Slippage for 2015/16 has decreased
from 15.3% in 2014/15 to an acceleration of 3.0% in 2015/16. As stated this is partly as a
result of the actions taken by Officers to reduce slippage and partly as a result of accelerating
capital spend such as the advancement of the School Estate Programme. Appendix 1 shows
the movement in slippage over the last 5 years.

Appendix 2 provides an analysis prepared by Officers of the main areas of slippage. This
analysis contains a commentary by the Lead Officer where appropriate and a categorisation
of the type of slippage. This latter issue is not an exact science, but does give an indication of
the main reasons for the slippage.

It can be seen from Appendix 2a that slippage of £5.692m (18.8%) mainly due to project cost
reductions, internal slippage and slippage involving 3™ Parties was more than offset by
actions taken by Officers to actively offset slippage or as a result of acceleration of projects.
These positive impacts total £6.887m (22.9%).

Committee agreed improvements to address slippage in August 2014; these improvements
were as follows:

a) Early notification of slippage — the CMT agreed that Corporate Directors needed to
robustly review the phasings with relevant Officers before signing off Committee
Capital reports. It can be seen from Appendix 3 acceleration of capital spend was
reported to Committee in September/November cycle as Officers actively sought to
advance projects in anticipation of offsetting slippage in other projects as the year
advanced. Slippage was reported to the February/March Committees before further
advancements and the acceleration of the School Estate Programme brought the
overall position into a small net advancement. The action taken to identify slippage
early can be seen to be effective in that Officers were able to accelerate projects in
anticipation of and to mitigate further slippage.

b) Performance Targets - the Chief Executive has set an upper limit of 10% slippage for
each Corporate Director for 2014/15 as part of the Performance Appraisal process
and performance against this was closely monitored. The clear expectation was that
actual slippage would be under 10%.

Appendix 2a summarises slippage by Committee and by Directorate; from this it can
be seen that the Directorate performance was as follows:

Corporate Director, Environment, Regeneration & Resources — overall slippage 7.3%
(2014/15: 17.8%) this was mainly due to internal slippage and delays involving third
parties partly offset by advancement of projects mainly through the Roads Asset
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Management Plan, Regeneration Projects (delivered in conjunction with Riverside
Inverclyde) and Property Services.

Corporate Director, Education, Communities & Organisational Development — overall
project advancement of 33% (2014/15: 12.1% slippage) mainly as a result of
acceleration of projects within the School Estate Programme.

Corporate Director, Health & Social Care Partnership — overall slippage of 46.4%
(2014/15: 41% advancement); it should be recognised however that the programme is
effectively a single project which will lead to large swings in performance.

Identify possible acceleration — 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 shorter timescale than many other capital projects. During 2015/16 a
total of £6.887m (22.9%) (2014/15: £3.6m (12.1%)) was advanced. While some of
this was as a result of Council policies such as the advancement of the School estate
Programme much of it was as a result of Officers actively seeking to advance projects
to mitigate slippage. This approach will continue and officers have already identified
projects for advancement in 2016/17 and this will be reported as part of the routine
Capital monitoring reports during the year.

Anticipate delays due to external factors — the increasing number of projects requiring
working with other Partners, the Third Sector or the Community presents potential for
delays, often linked to applications for external funding. It was recognised that a more
realistic view of the timescales for the delivery of projects should be taken at the time
of agreeing phasing as aspects of the project will be outwith the Council’s direct
control. While this was done when setting the 2015/16 budget, slippage in this area
reduced by only 1.4% to 6.2% in 2015/16, mainly due to issues with Flooding works
impacting on other parties land/assets. This has been taken into consideration when
agreeing the 2016/17 budget and it is expected that slippage should continue to
reduce as a result.

IMPLICATIONS

Finance

Whilst there are no direct financial implications which can be quantified arising from general
slippage, there can be an opportunity cost to the Council from the late delivery of projects. It
can be seen from Appendix 3 that projections have improved with the movement from Period

6 reporting to out-turn being only 1.3%.

Financial Implications:

One off Costs

Cost Centre Budget Budget | Proposed Virement | Other Comments

Heading | Years Spend this From
Report £000
N/A
Annually Recurring Costs/ (Savings)

Cost Centre Budget With Annual Net | Virement Other Comments

Heading | Effect Impact £000 | From (if
from Applicable)

N/A
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Legal

There are no legal implications arising from this report.

Human Resources

The Corporate Director, Environment Regeneration and Resources convenes cross-
Directorate meetings to review resourcing levels to ensure sufficient resources are in place to
deliver the capital programme supported by the use of framework agreements where
appropriate to access resources timeously.

Equalities

There are no direct equalities implications arising from this report.

Repopulation

Delivery of projects on time and within budget helps increase public confidence in the Council,
improving the perception of Inverclyde and as such reducing Capital Slippage and improving
delivery performance will make the area more attractive to residents and potential incomers.
CONSULTATIONS

This report has been produced in consultation with the CMT plus relevant budget holders as
well as technical officers from Legal & Property Services and Environmental Services.

LIST OF BACKGROUND PAPERS

None.



Annual Slippage Summary
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2011/12
2012/13
2013/14
2014/15
2015/16

5 year average

Budget
£000's

45,730

54,302

38,975

29,772

30,070

39,770

Slippage
£000's
14,130
5,072
5,632
4,566
(903)

5,699

Y%age

30.9%
9.3%
14.5%
15.3%
(3.0)%

14.3%

Appendix 1
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