
Appendix B – Financial Comparison 
A lifecycle costing has been prepared for each option for a contract term of 7 years. The costing are shown below with a corresponding narrative 
explaining the core assumptions: 

 

Option A – Single Provider 
  

 
 
In order for this option to be viable it is assumed that the Council would need to commit to a minimum level of capital expenditure, this has been 
assumed to be £8.5m per annum as per the current capital programme. It should be noted that this would not all be directly spent with the 
provider as some of the funding will be needed for internal costs and some schemes are delivered outside of the highways contract. 
 
It is estimated under this model that North Somerset Council would need to fund £2.5m of it’s own capital resources per annum and this would be 
funded through borrowing. 
 
The costs associated with this level of borrowing have been included in the revenue section of the table and total £5.4m over the 7 year period, 
this is based on MRP at 4% and an interest rate of 3.8%. 
 
This option would require revenue growth of £1.9m over the contract period since the estimated revenue expenditure exceeds the current 
revenue base budget for Highways which is £2.2m per annum. 
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Option B – NSEC plus Frameworks & DPS 
 

 
 
The lifecycle costing for option B showed the annual amount of capital investment required is £900k less than option A, giving a total benefit 
above option A of £5.6m over the duration. This is due to the Council commissioning directly with tier two contractors through frameworks and a 
DPS driving the best possible price and removing the need to pay a tier one contractor a profit margin and overheads. This means more capital 
works are completed for less money. 
 
The costs associated with this level of borrowing are therefore reduced and total £3.5m over the 7 year period compared to £5.4m in option A. 
 
The direct revenue expenditure is also less than option A due to the competitive rates provided by NSEC, it should however be noted that these 
are still more than the current revenue base budget for Highways which is £2.2m per annum. 
 
There are additional revenue costs associated with this option since additional staff will be required to deliver this model however these are 
partially offset by the revenue savings associated with borrowing less capital. 
 
Over the 7 year contract period revenue growth of £660k will be required. 
 
Overall Option B is significantly less than Option A and is therefore the preferred option and provides the best value for money. 
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Recommended Option MTFP Impacts 
 

 


