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INDICATIVE CAPITAL PROGRAMME 07/08 
 
 
 
1. Introduction 
 
The purpose of this paper is to present an indicative capital programme to the 
Trust Board.  This programme addresses serious risk issues, health and 
safety priorities, infection reduction measures, equipment failure, business 
critical issues and improvements to patient and staff environments.   
 
Costs are indicative at this stage and will be confirmed during the year when 
the specification for schemes and robust costs estimates have been received. 
 
2. Background 
 
Previously the Trust received an operational capital allocation for estate repair 
and equipment replacement.  This allocation was normally around £4.5 million 
and was based on a formula that reflected depreciation and turnover. The 
Trust’s total estate backlog maintenance liability is currently circa. £60m.  The 
asset value of the Trust’s equipment is approximately £30m.  
 
Strategic capital was granted to SHA's to allocate at their discretion and 
tended to cover the larger schemes.  Previously this equated to approximately 
£3m. 
 
A new capital regime has been introduced nationally this year which allows 
Trusts to fund capital expenditure through cash it generates from depreciation 
and its I&E position.  This is illustrated in an example below: 
 

 £’000
Trust I&E position 0
Level of Depreciation 10,000
Movement in working balances 0
Funds available for capital 10,000

 
If the Trust makes a surplus then it can use this to fund capital as well. 
 
Any further capital requirement would be funded through Interest Bearing 
Debt, i.e. a repayable loan. The amount of funds the Trust could borrow would 
be dependent on the Trust’s financial risk rating and its Prudential Borrowing 
Limit.  Currently the Trust would not be able to borrow any money due to its 
financial position. 
 
The new funding regime has resulted in a significant increase in capital 
funding for the trust for 07/08. 
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3. Financial Position – 07/08 
 
The Trust’s capital budget for 2007/8 is £12,481m.  This figure is broken down 
in table 1, and includes funding carried forward for last year, the specific 
allocation received from the DH regarding reducing c. Diff., late last year and 
the funding received from the SHA to support the changes at St Albans City 
Hospital. 
  
Table 1  
   £'000 
Estimated Depreciation Charge    9,628 
Estimated Depreciation Charge intangible assets   422 
Specific Schemes funding carried forward   1,646 
General funding carried forward   785 
Total Capital Available   12,481 
 
 
Table 2 below details the commitments that need to be set against this total.  
Therefore, the actual amount of capital available to the Trust this year is 
£11,356.   
 
Table 2 
  £'000 
Commitments from 2006/7 (from detailed schedule)  (2,436) 
Additional St Albans commitment beyond allocation)  (113) 
Contribution to DaHF made in 2006/7 See Note 1  996 
   
Total to be allocated   10,928 
 
Note 1.  This represents fees already spent by the Trust in 2006/07 on 
design, project management and other fees related to Delivering a Healthy 
Future (DaHF).  The Trust expects these to be reimbursed as part of the 
DaHF business case allocation. 
 
An insurance claim made last year following the fire in Bradford Wing resulted 
in the Trust receiving a payout of £428,000 which can only be used to fund  
the replacement buildings on the area previously occupied by Bradford Wing.  
Therefore, the Trust will use this funding to contribute towards the DaHF 
scheme, as the Acute Admissions Unit will be located on the site. 
 
4. Indicative Capital Programme 
 
The capital has to cover seven main areas of expenditure.  These are:  
 

• Maintenance and management of the Estate 
• Facilities 
• Equipment replacement  
• Service developments 
• Spend to Save initiatives 
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• Information Technology 
• Contingency 
 

In addition to the direct costs associated with capital expenditure; construction 
costs etc, there are also significant indirect costs related to the actual delivery 
of schemes.  These include professional fees related to the Design team etc 
that specify the tender documents and the project management resources 
needed to deliver the schemes. 
  
Under the NHS capital procurement and accounting guidance it is totally 
acceptable to charge these costs to the capital budget as they are seen as 
associated costs and can run in excess of 15% or more of a scheme. 
 
For the first time, this year the cost of the Trust’s internal Design Team is 
being charged directly to the Capital Programme.  Previously the Trust had to 
pay the design fee costs in addition to a capital development at the full charge 
out rate.  By covering the costs directly it will be possible to spread the cost of 
developing design solutions for each construction scheme evenly across the 
whole capital programme. 
 
The Estates Design Team also provide services to other health agencies, 
PCT, HPT etc, and therefore generate income to offset the cost. A complete 
review of the Estates Design Team will take place during 2007/2008 in order 
to ensure value for money to the Trust and optimise income-generating 
opportunities.   
 
Table 3 details the overall allocations for each area described above and the 
detail behind each allocation is described in more detail below. 
 
Table 3 - Indicative Capital Programme  
 £'000 
Maintenance and management of the Estate  3,108 
Facilities 1,000 
Equipment replacement 2,000 
Service developments 1,000 
Spend to Save initiatives 1,500 
Information Technology 1,000 
Contingency 500 
Sub Total 10,108 
Salaries and Capital Consultancy 820 

  
Total 10,928 
 
 
 
 
 
• Maintenance and management of the Estate 
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There has been under investment in the Trusts estate over many years. There 
are parts of the estate which now require urgent investment in order for us to 
be confident that we are operating sites which have estates services, for 
example electrical systems, heating and lifts which are reliable and able to be 
properly managed and maintained. These are all items critical to the effective 
delivery of patient care. Appendix 1 details the indicative programme for the 
maintenance of the Trust estate.  
 
The rationale for developing the indicative programme was largely based 
upon those schemes rated 15 and above on the Trust’s risks register (datix).  
The exception to this is where the scheme relates to a building or area in the 
Trust whose strategic future is limited or uncertain due to service 
reconfiguration.  Therefore, at Watford all estate risks rated 15 and above 
have been included.  At Hemel all risks rated 20 or above have been included, 
plus the refurbishment of lifts in the Verulam Wing.  Whilst at St Albans all 
risks rated 20 and above have been included, with the exception of the 
completion of fire precautions work. This will be reviewed following the 
outcome of the Judicial Review and the Acute Services Review as agreed 
previously by the Board. 
 
In addition there are a number of risks that cover all sites rated 15 or above 
that have been included in the programme. 
 
Whilst the condition of the estate infrastructure is a significant issue for the 
Trust so is the overall general appearance of the hospital sites and patient 
areas.  As a consequence funding has been identified within the programme 
to cover a degree of ward and departmental redecoration etc. 
 
Lastly, an opportunity does exist to seek additional funding from the 
Department of Health to fund energy efficiency schemes.  These schemes will 
not only help save energy and reduce the Trust’s carbon footprint but will also 
reduce revenue costs. 
 
• Facilities 
 
There are issues such as security, improved infection control measures and 
ward storage that will be dealt with under this specific allocation. 
 
Whilst staff accommodation has associated significant risks, this is being dealt 
with as part of the accommodation strategy workstream which will seek to use 
capital receipts generated as a consequence of the disposal of redundant 
staff accommodation at Hemel Hempstead.  
   
• Equipment replacement 
 
Last year saw the largest investment in equipment (£1.2m) replacement for 
many years, however it should be noted that the backlog of time expired 
equipment remains .  Work is now underway with the divisions to prioritise 
their requirements in light if the service redesign and site reconfiguration 
proposals. Therefore, it has been decided that the most appropriate way to 
manage the situation is to make an overall allocation of £2m. This will be 
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allocated to Divisions on a pro-rota basis following the submission of a 
business case to the Capital Programme Group (CPG) that meets monthly 
and is chaired by Director of Planning. The CPG will consider the implications 
for other divisions; revenue consequences, infection control issues, etc., 
before approving the item of expenditure. The Head of Clinical Engineering 
will oversee the procurement of all medical equipment. 
 
As a way of ensuring equipment replacement across the Divisions is 
prioritised according to risk, the CPG will utilise Datix entries that relate to 
equipment as their source information.  Bids for equipment that represent part 
of a new development will be considered under Service Developments/Minor 
Schemes. 
 
• Service Developments/Minor Schemes 
 
The Trust’s greatest service development is Delivering and Healthy Future for 
which a business case is being prepared for external funding. Given the 
immense pressure of backlog maintenance and redundant equipment in the 
Trust it is extremely difficult for us to contribute any significant funding towards 
the DaFH scheme without compromising our duty to mitigate risk in the Trust.  
However there are a number of small service development issues that will 
require resolution through the year either because they are completely 
unaffected by DaFH or as they are enabling schemes that require funding 
prior to confirmation of the business case in order that major scheme delay is 
avoided. 
 
In addition, the business planning process currently underway may identify 
small schemes that require investment in order to either sustain service 
delivery or facilitate the service development 
 
• Spend to Save 
 
There are opportunities within the Trust where, with initial pump-priming, we 
can progress schemes which will improve efficiency and ultimately reduce 
revenue expenditure.  
 
• IT 
 
This allocation includes an allocation to establish e-rostering within the Trust.  
This scheme has significant spend to save opportunities but has been 
allocated to the IT programme to ensure that its implementation is fully in line 
with the Trust’s IT strategy.  Given the condition of the estate power 
infrastructure the expansion/implementation of IT systems often requires 
investment in the local infrastructure eg power, cooling and therefore this 
allocation will be used to support this essential consequence of IT 
development as well as software procurement. 
 
 
 
• Contingency 
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Given the indicative nature of this programme, it is prudent to include a 
contingency of £0.5M. This figures represents circa 5% of the programme  
and will be used at the discretion of the Capital Planning Group to fund 
unforeseen emergencies or in year developments not currently identified. This 
budget will be closely monitored and at the December meeting of the CPG 
any remaining contingency will be allocated to the next priorities on Datix that 
can be delivered before year end in order to mitigate high risk. 
 
 Salaries & Fees 

 
This category has been discussed previously in the document.  Use of this 
allocation will be monitored by the Director of Planning and like the 
contingency allocation, any surplus will be re-allocated at the December 
meeting of the CPG. 
 
5.  Conclusion 
 
To conclude the condition of the Trust’s estate and facilities as well as its 
medical equipment is extremely poor.  This is due to a historic under 
investment in these areas, with capital funding having been used to offset 
revenue shortages.  This practice is no longer acceptable and therefore, the 
Trust now has an opportunity to significantly invest in the estate and 
equipment asset base so as to significantly reduce risks and improve patient 
care.  Whilst the capital available is greater than in previous years it should 
not be assumed that all the high risks will be addressed this year, however, if 
the indicative programme is implemented in full it will inevitably have a 
dramatic effect and will enable the Trust to target future capital expenditure 
more effectively. 
 
 Recommendation 

 
The Trust Board are asked to authorise this indicative capital programme.  
This will enable CPG to inform the appropriate managers to proceed 
immediately. 
 
 
 
Author: Sarah Shaw 
  Director of Planning 
  4 June 2007 
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