
THE SCOTTISH EXECUTIVE

CAPITAL PAYMENTS RETURN NOTES FOR GUIDANCE FOR 2002-03

INTRODUCTION

1.
The CPR returns aim to collect information on capital payments made and capital receipts raised by service and subservice, on a cash basis, for 2002-03.   The services covered by the CPR returns include Non-HRA Housing (as it is part of the Composite Programme). 

CPR returns are required for national expenditure limit control purposes as they provide information on net expenditure on all non-housing services. Net expenditure is calculated as gross capital payments not funded from revenue less capital receipts used. The CPR returns separately identify receipts raised from asset sales. This will be used to monitor forecast receipts data provided separately to inform the distribution of capital allocations. This information is collected in Part B of the return, and guidance notes for this part are printed on the form.

2.
Authorities are reminded that the form should continue to be completed on a cash and not on an accrual basis.  It is understood that this will create additional work, however, information on a cash basis is still required to fit with Central Government accounting.  Authorities co-operation in this matter is very much appreciated.

Information relating to the Non-Housing Revenue Account housing element of the New Housing Partnership allocations will be collected by Scottish Homes in the T1-T4 and RD1-RD5 forms.

DEFINITION OF CAPITAL PAYMENTS
3.
Capital expenditure has a detailed definition for the purposes of the National Accounts.  The CPR forms try to follow the conventions used in these Accounts, which may not necessarily accord with the conventions used in an authority's own accounts.

4.
For the purposes of the CPR forms, capital payments INCLUDE all payments, whether financed from an authority's capital account, revenue account or other account including common good, or by a grant from Government, a Government agency or the European Community or a contribution from the private sector for:

4.1  Acquisition of land and existing buildings; please show the payments against the service for which the land etc. is expected to be used.

4.2  Building and civil engineering works of construction, conversion, renewal or replacement, including also the cost of architectural, engineering etc. services and the cost (net of profit and depreciation) of capital projects undertaken by the DLO for an authority.

4.3  Acquisition, renewal or replacement of vehicles, vessels, plant, machinery and equipment, including furniture and fittings (but excluding items costing less than £6,000 or any items the multiple purchase of which costs less than £6,000); the cost of assets bought for the use of more than one service should be apportioned as necessary.

4.4  Other items properly chargeable to capital which do not relate directly to fixed assets, such as lending on mortgage for house purchase, lending and grants to the private sector, lending for car purchase.

LEASES
5.
Capital payments also INCLUDES the market value of assets acquired by lease or similar arrangement where the authority is lessee in certain circumstances:

5.1  Land and buildings leased for a period of more than 20 years.   Leases of land and buildings for 20 years or less which are extended beyond 20 years or provide for renewal beyond 20 years at the authority's option or relate to a building specifically constructed at the authority's request count as if they were leases for more than 20 years.

5.2  Vehicles, vessels, plant and equipment on finance leases.  The lease rental of operating lease agreements should be treated as current expenditure for the purpose of section 94 capital controls.  Operating lease agreements (or any associated agreements) are those which do not provide for any of the following: -

· the ownership of the asset to transfer to the authority at the end of the lease; or

· the renewal or extension of the lease at less than the market rental; or

· the residual value to accrue to the authority; and

· a residual value of less than 10% of the initial value.

Other leases of vehicles, vessels, plant and equipment are finance leases, and the value of the asset scores as capital expenditure.

"Market Value" means the price that could be expected to be paid on the sale of the asset with vacant possession on the open market by a willing seller to a willing buyer and at the date of entry into the lease or termination thereof.  For more information of the treatment of leases please refer to Annex B of the relevant consent letter.

COVENANT SCHEMES

6.
Capital payments also INCLUDE the expenditure generated through covenant scheme arrangements on the basis set out in the relevant consent letter.

CAPITAL PAYMENTS

7.
Capital payments EXCLUDE:

7.1  Payments for ordinary repairs and maintenance.  These should be charged to a revenue account.

7.2  Payments from revenue, renewals or reserve accounts for small assets whose cost does not exceed £6,000.

7.3  The cost of works executed by a local authority as an agent for someone else (for example, a Government department, a Government agency like Scottish Enterprise, a private developer) but not for another authority (see note 8.1 below).  This is expenditure incurred when a local authority is delegated or authorised by another party and for which that other party agrees to reimburse the authority.

7.4  Appropriation of capital assets from one service to another and or charging for services within the same authority. N.B. In no circumstances should authorities include negative expenditure figures in the CPR returns.
7.5  Repayment of money the authority has borrowed or the investment of its cash.

7.6  Purchase of existing assets from other local authorities as a result of local government boundary changes.

AVOIDING DOUBLE COUNTING

8.
There are conventions to avoid DOUBLE COUNTING: 



8.1  Agency work: Where one authority does work for another, only the authority for which the work is done should include the capital payment on its form.



8.2  Acquisitions: Where one authority acquires an asset from another, the acquiring authority should include the payment on its form, and the selling authority should include the receipt on its form.



8.3  Contributions: Where one authority contributes to the expenses of another, the contributing 
authority should include its contribution as a payment on its form, and the receiving authority should include its own expenses net of the contribution.  Note: this differs from the procedures to be followed when completing the Payments Certificate where the expenses are recorded gross in line 13 and the contribution as a receipt in line 9.


8.4  Support financing: Where an authority does work on a project which has support finance from its local health board, the authority should include its expenses net of the health board contribution (that is, not recording the expenses gross nor the contribution as a receipt).  Again this differs from the Payments Certificate.



8.5  Joint boards: Where a joint board has its own section 94 allocation, its capital payments should be recorded on its own CPR form; constituent authorities should not include payments made to or on behalf of such joint boards.

OTHER POINTS

9.
Authorities are asked to give a breakdown of capital payments into those not financed from revenue, and those financed from revenue (i.e. CFCR).  It is accepted that authorities may not be able to give precise figures for CFCR early in the financial year, but it is important that you provide as accurate an estimate as possible where precise figures are not known.

10.
It should be noted that lending to the private sector for house purchase and improvements should be shown as gross expenditure under non-HRA.

11.
The CPR returns should include all receipts.  The receipts should be recorded against the service from which they were generated, NOT the service on which the additional expenditure (as a result of the receipt) was incurred.

12.
The CPRs are also used to collect receipts information on those European Funds, which have had capital receipt status, conferred upon them.  The funds in question are European Regional Development Fund (ERDF), European Agricultural Guidance and Guarantee Fund (EAGGF), Financial Instrument of Fisheries Guidance (FIFG) and European Community grants disbursed under EUROPES arrangements, e.g. LIFE.  Only an aggregate total is required for funds other than ERDF.

CPR FIN2 to CPR FIN3D require details of actual receipts to date, and forecast receipts for the whole financial year. 

Forms CPR FIN4 and CPR FIN5 only require details of actual receipts for the whole financial year.

13.
The point of contact at the Scottish Executive is:


-
for return of the forms, completed and signed:




John Valentine
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Finance and Central Services Department
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Victoria Quay




EDINBURGH




EH6 6QQ




TEL: 0131 244 7033
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