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INTRODUCTION

This report presents to members the proposed capital programme and
prudential indicators for the four year period 2025/26 to 2028/29.

CAPITAL PROGRAMME 2025/26

Progress against the 2024/25 capital programme was reported to Members on
27 January 2025 as part of the third quarterly review. Since this meeting, the
capital requirements of the Authority for the next four years have been
considered and reviewed.

The proposed capital programme for 2025/26 is detailed at Appendix A and
totals £4.600m. It is also estimated at this stage that that there will be capital
schemes totalling a further £10.674m between 2026/27 and 2028/29, although
this will be subject to change when the programme is refreshed annually.

The capital programme up to 2028/29 totals £15.274m, with the cost being
met from the Authority’s own resources.

Commitments from 2024/25

In addition to the underspend of £0.977m reported at the third quarterly
review, there is a requirement to transfer an additional £0.306m into 2025/26
in relation to the following:

e Telemetry costs of £0.159m, part of the breathing apparatus project, will
not be paid until 2025/26. Any further adjustments to the project will be
reported at outturn and

e The retention fee for Hebburn Tri Station agreed at £0.147m will not be
paid until April 2025.

This “slippage” is already funded as part of the 2024/25 capital programme
and the consequential adjustments to financing will be made as part of the
2024/25 Statement of Accounts process.
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Continuing projects

In addition to the slippage outlined above, continuing projects from previous
years amounting to £0.687m are included in the proposed capital programme
resulting in continuing projects totalling £1.970m.

Proposed new capital projects for 2025/26

The capital programme for 2025/26 includes a provision of £0.881m for the
following new projects:

e Replacement of the drill tower with a modern, low maintenance,
multifaceted modular unit that will improve the level of training available to
firefighters at West Denton (£0.220m)

e Replacement of the electric vehicle chargers at headquarters and technical
services centre with standardised dual AC chargers (£0.060m)

¢ Planned replacement of the automated security gates at the entrances to
Sunderland Central and South Shields Community Fire Station (£0.070m)

¢ Replacement of the Motorola Atex radios (£0.090m)

¢ Replacement of corporate and mobs firewalls (£0.100m)

e Replacement of the hydraulic hoses to extend the operational life of the
current hydraulic extrication equipment by a minimum of four years
(£0.090m)

e Purchase of 26 tablets for use during safe and well visits (£0.014m)

e Replacement of the hose on cobra cold cut systems in line with the ten year
manufacturer’s lifespan recommendations (£0.011m)

¢ Refresh of the current control room (£0.080m)

¢ Replacement of existing gym equipment (£0.145m)

Vehicle replacement programme

The vehicle replacement programme remains the same as agreed in February
2024 as a full review of the light fleet and specialist vehicles is currently being
undertaken to inform the capital programme for the next four years. The
proposed programme of £1.749m for 2025/26 is detailed at Appendix A. This
includes an underspend of £0.808m from 2024/25, reported at the third
quarter review stage.

Capital resources

The capital programme for 2025/26 will be resourced as follows:

£m
Capital Reserve 4.100
Revenue contributions to capital 0.500
Total (as detailed in Appendix A) 4.600

The capital programme will be funded from the Authority’s own resources
using reserves and revenue contributions to capital. There is no requirement
to borrow to fund the capital programme at the present time.
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Future Years

Appendix A includes indicative projections for 2026/27 to 2028/29. The
provision of capital works for future years will be kept under close scrutiny to
consider any emerging priorities and implications of ongoing and emerging
projects. This will ensure that the Authority’s investment in its assets delivers
value for money and will, where appropriate, include ‘invest to save’ schemes
that may be identified. Further updates will be provided to members through
the quarterly monitoring process.

PRUDENTIAL FRAMEWORK AND INDICATORS

The Prudential Code and prudential indicators (including treasury
management indicators)

CIPFA’s Prudential Code for Capital Finance in Local Authorities (the
Prudential Code) provides a capital framework that authorities are required to
have regard to, statutorily backed by the Local Government Act 2003.
Authorities must have regard to comply with the Code when setting and
reviewing affordable borrowing limits.

This involves setting various prudential limits and indicators that must be
approved by the Authority before the start of the relevant financial year as part
of the budget-setting process. The Authority’s prudential indicators for 2025/26
are set out in Appendix B and fully comply with the requirements of the Code.

The following indicators, previously included in the Prudential Code, now form
part of CIPFA’s Treasury Management in the Public Services Code of
Practice. These have been included alongside the prudential indicators in
Appendix B:

Appendix B
Indicator reference
Upper limit for the maturity structure of borrowing P9
Lower limit for the maturity structure of borrowing P9
Prudential limit for principal sums invested for 365 days+ P10

In setting the required prudential indicators, the Authority must have regard to
the following:

affordability e.g. implications for the council tax precept;
prudence and sustainability;

value for money e.g. options appraisal;

stewardship of assets e.g. asset management planning;

service objectives and strategic planning; and

practicability e.g. achievability of the planned capital investment.

To aid transparency, wherever possible, indicators for previous years are
based on information contained in the Authority’s published balance sheet.
The Code does not include any suggested limits or ratios, as these will



depend on each Authority’s individual circumstances; indicators are not
designed to make comparisons between authorities.

3.6  To ensure that the Authority is in a position to set its prudential indicators for
2025/26, the preparation of the capital programme for 2025/26 requires
estimates of capital expenditure to be prepared over the four year period
through to 2028/29.

The Annual Minimum Revenue Provision Statement

3.7  Authorities must set aside a minimum revenue provision (MRP) annually to
ensure that debt is prudently repaid over time.

3.8  Statutory government guidance states that authorities must approve, on an
annual basis, an MRP policy statement setting out the option(s) chosen. The
four options for calculating MRP set out in the guidance can be summarised
as follows:

e Option 1: regulatory method: applying the statutory formula set out in the
2003 legislation before it was amended in 2008;

e Option 2: capital financing requirement (CFR) method: multiplying the
CFR at the end of the preceding financial year by 4%;

e Option 3: asset life method: amortising expenditure over an estimated
useful life for the relevant assets created. An assessment must be made
of the asset life at the outset of the capital scheme and MRP is charged to
revenue in either equal annual instalments or by an annuity method over
the estimated life of the asset. The MRP charge will commence in the
financial year following the one in which the asset comes into service; and

e Option 4: depreciation method: making charges to revenue in accordance
with the standard rules for depreciation accounting for the particular asset
being created or enhanced.

3.9 For 2025/26, having considered all of the options available, it is proposed that
the Authority uses Option 1. MRP is calculated with regard to the ‘credit
ceiling’ of the Authority, taking into account all loan advances and repayments,
with MRP being calculated at 4% of the opening ‘credit ceiling’ balance.

3.10 The rules also recommend consideration of options for any future borrowing
under the prudential system for which no government support is provided (i.e.
is self-financed). The Authority currently has no plans to borrow to fund the
capital programme so it is not proposed to include a policy in relation to this
category of borrowing.

3.11 In summary, it is recommended that the Authority approves the following
Minimum Revenue Provision Statement for 2025/26, noting the following:

e For all government-supported borrowing, the Authority will continue to
adopt Option 1 above; and

e For MRP payments in relation to finance leases and PFI contracts: the
amount of MRP to be provided will be set to ensure that the finance
charge and MRP is equal to the rental or service charge payable for the
year to ensure that there is no additional charge to the Authority.



TREASURY MANAGEMENT

A full report will be presented to Members at the next Authority meeting once
the Treasury Management Policy and Strategy Statement for 2025/26 has
been first scrutinised by the Governance Committee, in accordance with the
agreed Authority reporting protocol.

RISK MANAGEMENT

There are no risk management implications in respect of this report.
FINANCIAL IMPLICATIONS

The financial implications are set out in this report.

EQUALITY AND FAIRNESS IMPLICATIONS

There are no equality and fairness implications in respect of this report.
HEALTH AND SAFETY IMPLICATIONS

There are no health and safety implications in respect of this report.
RECOMMENDATIONS

The Authority is recommended to:

a) Approve the capital programme for 2025/26 summarised in this
report and detailed in Appendix A;

b) Approve the prudential indicators for the years 2025/26 to 2028/29 as
set out in Appendix B, and specifically the authorised limit for
external debt of £31.277m and the operational boundary for external
debt of £26.277m for 2025/26; and

C) Approve the Minimum Revenue Provision Statement for 2025/26 as
set out in paragraphs 3.7 to 3.11 above.
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