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6 Financial Case

6.1 Introduction

The delivery of A4440 Worcester Southern Link Road Improvements, including Phase 4, is a priority for WCC,
the Worcestershire LEP, Herefordshire and Worcestershire Chamber of Commerce, local Members of
Parliament and the Worcestershire District Authorities. The programme is aligned with agreed priorities, in
particular in terms of supporting economic growth in Worcestershire, and further information is set out
within this business case as to the proposed scheme details. In summary the scheme provides the following
new infrastructure:

f Construction of an additional carriageway adjacent to the existing single carriageway to forma 1.2
mile (1.9 km) dual-2 carriageway from Ketch Roundabout to Powick Roundabout.

f Two new bridge structures to carry the additional 2 lane carriageway, at Carrington Bridge and at
Powick Common viaduct;

f Capacity Improvements and junction revisions to allow dual carriageway connections at Ketch
Roundabout;

f  Widening of the existing footway to accommodate a shared pedestrian/cycle route on northern
side;

f New road markings, some widening of carriageway on west approach to accommodate movements
to new dual carriageway section at Powick Roundabout;
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inflation in professional services costs is equal to the Q1 level of inflation in 2018 (3.06%) and then changes
in line with the Bank of England’s CPI inflation forecasts for 2019-2020. Inflation in professional services
costs is then set to flatline.

6.3.2.3 Land Values
No data specific to land value inflation was available, so land value inflation was assumed to be the same as

COPI inflation. Land values were not assessed separately as these are difficult to forecast with accuracy. As
a result the expected land value inflation has been set to be consistent with construction inflation.
The Bank of England forecast increase in CPl is set out in Table 6.2:

Table 6.2 Bank of England Forecast Inflation (Table 5.G — Q4 CPI Inflation)

Mode Median Mean
2018 Q4 2.3(2.2) 2.3(2.2) 2.3(2.2)
2019 Q4 2.2(2.1) 2.2(2.1) 2.2(2.1)
2020 Q4 2.0 (2.0) 2.0 (2.0) 2.0 (2.0)

Source: Bank of England Inflation Report, August 2018

As the table above shows the forecast levels of inflation is expected to fall between 2018 and 2019 (2.3 to
2.2, 4.35%) and then fall again between Q4 of 2019 and Q4 of 2020 (2.2 to 2.0) this is a fall of 9.09%). This
profile has been used to forecast inflation between 2018 and 2020. As noted above, it is expected that the
construction price, land value and professional services inflation will flatline from 2021 onwards.

6.3.2.4 Inflation Methodology

The inflation information has then been compounded taking into account a baseline cost year of Quarter 1
2017. The compounded interest rates are outlined in Table 6.3.

Table 6.3 — Compounded Inflation

Cost Item 2017/18 2018/19 2019/20 2020/21 2021/22

Works Cost 1.0444 1. 0908 1.1381 1.1852 1.2343

Land Cost
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