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Indicative Capital Programme - to receive a report on the forecast 
expenditure of Capital for 2008/09 
 
Report by: Jan Filochowski, Chief Executive  
 
 
1. Purpose 
 
1.1 The Board will recall my previous concerns regarding the Trust’s process for 

approving capital expenditure.  I proposed to commission a piece of work to 
review our capital programme and to recommend a robust process that would 
ensure timely approval of schemes.  This would include appropriate 
involvement of the executive team in scrutinising individual schemes and the 
wider programme to give appropriate assurance to the Board.   

 
1.2 That review is still being undertaken, but in the meantime I thought I would 

share: 
 

• The current capital investment strategy.   

• The forecast expenditure and planned allocation to specific schemes 
in 2008/09 

• Information about capital schemes that will require Board approval 
during 2008/09 

• Planned slippage of schemes for investment in 2009/10 and 
associated risks 

 
 
2. Recommendation 
 
2.1 The Board is asked to approve the recommended strategy for investing 

capital for 2008 – 2010. 
 

2.2 The Board is asked to approve two specific capital schemes for investment, 
MRI at Watford and Electrical Infrastructure Reinforcement at Watford; and to 
note other schemes that will require approval in year.    
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INDICATIVE CAPITAL PROGRAMME 2008/09 
 
 
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.  The programme is largely focussed 
on supporting the infrastructure improvements required on sites to compliment the 
programme of works associated with Delivering a Healthy Future (DaHF) and the 
Acute Admissions Unit.   
 
Many of the schemes have already been scoped and costed, but deferred to this 
year for implementation either due to pressure on funds or physical capacity to 
deliver.  The programme is already heavily over committed owing to a poor history of 
investment in previous years, due to the lack of strategic direction whilst awaiting 
outcome of Hertfordshire wide consultations.   
 
 
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.  A new capital regime was introduced nationally last year 
which allowed Trusts to fund capital expenditure through cash it generated from 
depreciation and its I&E position.  Therefore 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.  
 
 
3. Financial Position – 2008/09 
 
The Trust’s capital budget for 2008/9 is £11,752m.  This figure is broken down in 
table 1, and includes funding carried forward for last year, the specific allocation 
received from the DH regarding decontamination. 
 
Table 1: Sources of Capital Funds 
Sources of Capital Funds £000 
Depreciation 10,374 
Contribution from I&E Surplus 99 
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Reversal of assumed overspend in 2007/8  -1,337 
Interest Bearing Debt 27000 
Total Capital Available 36,136 
  
Allocation of Capital  
DAHF 23,241 
Rolled over from 2007/08 1,143 
Available for other capital 11,752 
Total Capital Budget 36,136 

 
These figures assume that the Trust will achieve the I&E surplus target of £4.4m.  
 
4. Indicative Capital Programme 
 
In summary, the funds available to the capital programme total £11,752k.  This is not 
including the DaHF allocation, although there is overlap of areas requiring 
investment.  The capital has to cover six main areas of expenditure and allow a 
specific allocation for general contingencies.  These are:  
 

• Maintenance and management of the Estate 
• Facilities 
• Equipment replacement  
• Service developments/capital schemes 
• Information Technology 
• Salaries and Capital Consultancy 
 

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 works 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. 
 
As per last 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 review of the Estates Design 
Team is planned to ensure value for money to the Trust and optimise income-
generating opportunities.   
 
4.1 Indicative Allocation of Capital  
 
Table 3 details the overall allocations for each area described above and the detail 
behind each allocation is given more fully in each section.  As the programme is 
indicative at this stage, with the need for Board approval for some of the major 
schemes, the programme is split into three - columns are explained as follows:  
‘Agreed’ – These are schemes agreed as high priority and deferred into 2008/9 due 
to timeframe for delivery and pressure on 2007/08 funding.  
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‘Likely Schemes’ – These schemes require final cost information or approval via the 
Trust Board.  They have all been discussed within the CPG, approved in principle 
and meet the criteria for priority schemes to be initiated 2008/9.  
‘Not Yet Agreed’ – These schemes being prepared for 2008/09 and require more 
information to support the business case for consideration at the CPG.   
 
Table 3 Indicative Capital Programme 2008/09 
 

Indicative Capital Programme 2008/09 Agreed Likely Schemes Not Yet Agreed
Pre commit 
2009/10 

Maintenance & Management of the Estate 1,229,500 2,589,600 617,400 1,502,000
Facilities 450,500 175,000 870,000 1,798,000
Equipment Replacement 1,559,000 0 162,000 120,000
Service Developments/Capital Schemes 2,030,000 2,030,000 0 2,082,500
Information Technology 190,300 0 200,000 0
Contingency 0 1,300,000 50,000 0
Salaries and Capital Consultancy 60,000 0 0 120,000
Totals 5,519,300 6,318,600 3,222,400 5,662,500
 
Cumulative Allocations 
 
Capital Available  11, 752,000
Schemes Agreed 5,519,300
Plus likely schemes  11,837,900
Plus not yet agreed 15,060,300
 
Clearly the indicative capital programme is largely committed with the first two 
categories of “agreed” and “likely schemes”.  Given that some of the schemes are 
still at preparatory stages and the programming has not been fully worked through, it 
is prudent to assume that there will be expenditure over 2 financial years in many 
cases.  This leaves scope to initiate more schemes this year that can pick up the 
likely underspend.  This strategy also tackles more of the risks that are formally held 
with the organisation.   
 
Pre-Commitments 2009/10 
 
The fourth column is to show the pre-commitments for 2009/10.  These schemes are 
a mixture of ones that have been developed but delayed due to pressure on funds; 
have been developed but programmed for implementation in 09/10; or are in early 
stages of development.  There are two schemes that should be highlighted in 
particular.   

• The roof of Moynihan building at St Albans City Hospital (£0.7m) carries a 
high datix risk score, yet has been slipped into the next financial year again.  
The estates team have identified some mitigation work to manage the areas 
that leak and safeguard items falling from the roof.   

• The endoscopy decontamination compliance plan totals £2.2m, and is shown 
as programmed over 2 years.  The work is required to meet the Joint Advisory 
Group on Gastrointestinal Endoscopy to meet the designation as a bowel 
cancer screening centre.  There is more work to do on the scheme 
implementation plan, as the work at Watford has a significant cost for 
decanting.  Currently the capital programme has £0.7m identified for Hemel in 
the ‘not yet agreed’ this year and £1.44m for Watford in 09/10.   
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4.2 Risk rating 
 
The rationale for developing the indicative programme was largely based upon those 
schemes rated 15 and above on the Trust’s risks register (datix).  This aims to target 
the funds to ensure that issues relating to health and safety, clinical safety, 
operational capacity, environmental health and the estate are covered.  These 
schemes will or have been reviewed on their own merit relative to one another to 
balance the priorities within the risk register.   
 
The exception to this is where 

• the scheme relates to projects which will assist the financial stability of the 
Trust;  

• is a necessary investment to support the reconfiguration of services;  
• or is a building or area in the Trust whose strategic future is limited or 

uncertain due to service reconfiguration.   
 

All schemes are discussed within the CPG to ascertain whether there are alternative 
strategies to manage the risks and the degree to which mitigating action can be 
taken.   
 
 
5.  Detail of Indicative Allocations 
 
5.1  Maintenance and Management of the Estate 
 
As with the previous year, there is a need to make a significant investment in the 
estate due the lack of sustained investment in previous years.  The allocation last 
year focussed on upgrades of lifts, health and safety notices, establishing the control 
of infection wards, heating and various design work as part of bigger schemes to 
review the infrastructure capabilities.  The latter has now come to fruition and we 
need to fund the implementation, as it is essential to support the more intensive use 
of the Watford site and provide basic capabilities in targeted areas of the other sites.   
 
There is an allocation of £3.8m in the ‘agreed’ and ‘likely’ categories, which include 
the part funding of electrical infrastructure work, gas main conversion to allow duel 
fuelling, works to the generator, gas pipeline and the building management system in 
Princess Michael of Kent (PMOK), all at Watford.  These are essential items of 
backlog maintenance that have been neglected with the uncertainty of site 
development, and total approximately £2.6m. 
 
There is an additional allocation for £0.66m for works on the standby generator at St 
Albans, which is an essential backup requirement on a site where activity is 
increasing.  Other schemes will target lift repairs across sites, medical gas 
compliance, lighting improvements at Hemel (Health and Safety Executive related) 
and lifts at St Albans.  Appendix 1 details the indicative programme for the 
maintenance of the Trust estate.  
 
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, limited funding has been maintained within the programme to cover 
departmental improvements and wall protection, £0.2m, although some has slipped 
into the next financial year given the pressure of funds available. 
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5.2  Facilities 
 
Within the allocation of £0.62m, issues such as health and safety hazards, 
decontamination and environmental improvements are dealt with.  One scheme 
(£0.1m) delivers a bed washing facility at Watford to facilitate improved control of 
infection measures.  Other investment is in Endoscopy equipment for 
decontamination (£0.2m) and repairs to the restaurant floor at St Albans (£0.02m) 
 
There was significant expenditure last year on the accommodation blocks on the 
Watford site to mitigate fire safety hazards, £0.1m is available to complete the works 
and funding requirements are noted in the ‘not yet agreed’ category for further works 
on environmental improvements to render them fit for habitation.  It is noted that 
there are properties within the Trust ownership at Hemel (Maynards Road) under 
review for disposal, these could generate the funding required for the improvements 
in accommodation.   
 
The relocation of the clinical engineering team to the Watford site (£0.8m) is currently 
under review alongside other priorities for space utilisation and costs associated with 
the scheme, hence this is ‘not yet agreed’.  Schemes related to car parking at St 
Albans have been deferred into 2009/10 both due to the funding available and more 
detail required on the revenue aspects of the larger scheme for car parking (£1.1m) 
 
 5.3  Equipment replacement 
 
There was significant investment in equipment last year (£2.2m), as prioritised by the 
divisions and overseen by the Head of Clinical Engineering to ensure due process in 
procurement and relative priority for investment.  The backlog of time expired 
equipment remains and the pressure on the programme for this will continue.  
 
The allocation of £1.6m represents the items deferred from last year and equipment 
replacement to ensure business continuity, largely in the diagnostic areas.  These 
include a digital mammography to support the one stop breast service at St Albans 
(£0.49m); digital angiography (£0.5m), gamma camera (£0.3m) and duplex scanner 
(£0.08m) at Watford; pharmacy isolators (£0.05m); and an echocardiogram (£0.13m).  
Other items are included in the ‘not yet agreed’ category which will need to be 
prioritised against the contingency once full information is available.  
It is worth noting that investment has been made in an equipment survey as part of 
DaHF.  This will allow a thorough review of the equipment available, its compatability 
across sites and also provides a condition survey.  The outcome of the work will be 
used when prioritising equipment requirements for the centralised service and 
provide valuable information for the clinical engineering department in their strategic 
management.   There will be additional requests for beds as part of the rolling 
programme of replacement, but these costs are not yet available, again these will 
need to come from the general contingency.   
 
The CPG continues to utilise Datix entries that relate to equipment as their source 
information to ensure that bids from divisions are prioritised according to risks faced 
by the Trust.  Bids for equipment that represent part of a new development will be 
considered under Service Developments/Capital Schemes. 
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6.  Service Developments/Capital Schemes 
 
The Trust’s largest service development is Delivering a Healthy Future (DaHF) for 
which external funding has been secured.  There are a number of service 
developments that are underway alongside DaHF as they have been identified as 
priorities to compliment to the centralisation of services and/or they are critical to the 
delivery of operational performance.   
 
A total of £4m is indicated against specific schemes that are proceeding or likely to 
proceed.  Two of the most significant are the funding of 2 new catheter labs, 
approved by the Board in February (£1.33m), which had been subject to 2 business 
cases, one for the approval in principle and one for the review of the procurement 
options.  The other is an allocation for the installation of an MRI at Watford (£1.93m) 
which includes construction work within PMOK – this is subject to a separate 
business case and funding is currently split over 2 years given the likely programme 
of works.  This will be reviewed if the construction works can be shortened.  
 
Other schemes include the pathology internal reconfiguration works (£0.7m) - agreed 
by the board in March; Service line reporting infrastructure to support financial 
efficiency (£0.3m); and the reconfiguration of children services (£0.4m) as a result of 
the consultation for ‘delivering quality healthcare in hertfordshire’.   
 
7. Information Technology  
 
This limited allocation to IT (£0.2m) reflects the need to develop the IT strategy for 
the Trust before committing resources.  A minimal allocation (£0.2m) is noted in the 
‘not yet agreed’ category for the implementation of the IT review.   
 
There are 3 IT schemes progressing, the development of the interface with the 
maternity block is also included; a repair to the air conditioning unit at Hemel, which 
has been unavoidable as this IT hub is critical to keep the network across the Trust 
functional; and upgrade to the core switch at Watford, which is being funded through 
Delivering a Healthy Future budget.   
 
 
8. Contingency 
 
Given the significant number of high costs schemes the programme has had limited 
capacity to allocate funds for a programme of equipment priorities, spend to save 
initiatives or general emergency requirements that arise in year.  A general 
contingency fund has been allocated of £1m to cover these, in addition to pressures 
that arise as a result of the Delivering a Healthy Future reconfigurations.  There is 
also an indicative allocation of £0.3m for revenue to capital transfers.   
 
The contingency 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. 
 
9.  Salaries 
 
This relates largely to the capital planning team as expenditure can be allocated 
against specific schemes that have been worked upon in the capital programme.  A 
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proportion of these costs have been reallocated to the DaHF programme costs in 
year.   
 
10.  Schemes requiring approval of the Trust Board 2008/09 
 
The schemes below are all above the approval limit of the Capital Programme Group 
and require action by the Board to progress.  All the schemes below are all included 
in the indicative programme and referenced in Section 5 above.   

         £k  Timing 
Electrical Infrastructure at Watford     £955  April 
Gas Main, duel fuelling (estimate)    £500  May/June 
Generator Capacity, WGH (estimate)   £950  May/June 
Standby Generator, SACH     £660  May/June 
Clinical Engineering Relocation    £800  June 
Endoscopy Decontamination (HHGH)   £703  July/Aug 
MRI installation at Watford             £1,930  April 
Pathology & Radiology Order Communication  £600  May/June 
 
 
11.  Conclusion 
 
To conclude, the condition of the Trust’s estate and facilities as well as its medical 
equipment is extremely poor.  With the programme of work associated with 
Delivering a Healthy Future, various issues with operational capacity and the need to 
invest to support the reconfiguration have been identified.  A significant proportion of 
this investment is in diagnostic care for patients - noteably Cath Labs, MRI, Order 
Communications, Angiography, Mammography and Pathology reconfiguration 
(£5.5m).   
 
The other significant area of investment (£4.3m) is in the estate infrastructure and 
facilities which reflects a historic under investment in these areas, with capital funding 
having been used to offset revenue shortages.  Investments here are essential to 
reduce risks identified on Datix and improve patient care.   
 
Whilst the capital available is greater than the previous year, the allocation is 
overcommitted, therefore not all the high risks on Datix will be addressed.  The 
investment will have a significant impact to reduce the risks the Trust is currently 
running, offering sustainable improvements and mitigating action will be taken where 
schemes are not progressing.   
 
12. Recommendation 
 
The Trust Board are asked to authorise this indicative capital programme.  This will 
enable CPG to inform the appropriate managers to proceed immediately. 
 
 
 
Jan Filochowski 
Chief Executive 
9 April 2008 
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