
	
	PART 1

(OPEN TO THE PUBLIC)
	ITEM No. 7

	

	REPORT OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES



	TO THE BUDGET AND AUDIT SCRUTINY COMMITTEE

ON WEDNESDAY 11th JANUARY 2005



	TITLE : CAPITAL MONITORING 2005/06

	RECOMMENDATION :

Members are requested to review the current position regarding the 2005/06 capital programme and recommend to Cabinet that, in the light of certain outstanding issues yet to be resolved, that the current position continues to be monitored.

	EXECUTIVE SUMMARY :

The report provides details of the funding of the 2005/06 capital programme and expenditure to date.

	BACKGROUND DOCUMENTS :

(Available for public inspection)

1.      Report to Budget and Audit Scrutiny Committee 7th December 2005

2.      Various working papers within the Finance Division



	CONTACT OFFICER :
Tony Thompstone 793-2685       

E-mail : tony.thompstone@salford.gov.uk



	ASSESSMENT OF RISK :   

Any increase in the planned programme or reduction in resources included in this report will require action to be taken to ensure the capital programme for 2005/06 remains fully funded. The capital programme is projected to be fully funded for the year, although if certain risks materialise then it may be necessary to temporarily utilise part of capital receipts earmarked for Education use in 2006/07. 



	SOURCE OF FUNDING :  

This report identifies the sources of funding for the 2005/06 Capital Programme.

 

	LEGAL ADVICE OBTAINED :      Not Applicable

	FINANCIAL ADVICE OBTAINED : 

This report concerns key aspects of Council’s capital finance and has been produced by the Finance Division of Customer and Support Services.



	WARD(S) TO WHICH REPORT RELATE(S) :     ALL WARDS



	KEY COUNCIL POLICIES : : Budget Strategy



REPORT DETAILS

1.    
INTRODUCTION
1.1 At the meeting of the Budget and Audit Scrutiny Committee on the 7th December 2005 members were informed that the current capital programme for 2005/06 was £113.867m with assumed external funding of £69.658m and estimated internal funding of £52.491m and a surplus of £8.282m.  

1.2 This report now advises members of recent developments regarding funding the 2005/06 capital programme.

2.  
2005/06 CAPITAL PROGRAMME

2.1 Members are asked to note the following adjustments to the capital programme and resources:-   

Capital Programme and Resources

	
	Programme 
	Resource Level
	Surplus/ (Shortfall)
	Comments

	
	£m
	£m
	£m
	

	
	
	
	
	

	Approved capital programme 05/06 at November monitoring meeting 
	113.867
	122.149
	8.282
	

	
	
	
	
	

	2005/06 Monitoring Adjustments
	
	
	
	

	Education
	0.041
	0.041
	
	Bradshaw St additional Surestart grant

	Community, Health and Social Care
	0.144
	0.144
	
	Mental health SCE

	Arts and Leisure
	(0.397)
	0.064
	0.461
	Re-profiling of spend into 06/07

	Corporate Services
	(0.186)
	(0.186)
	
	Monitoring adjustment

	Chief Executives
	(0.244)
	(0.164)
	0.080
	Monitoring adjustment

	Planning Services
	0.467
	0.350
	(0.117)
	Monitoring adjustment

	Capital Receipts forecasting adjustment
	
	0.371
	0.371
	Increase in estimate of receipts in 06/07

	Overall position
	113.692
	122.769
	9.077
	


Less : Earmarked for Education use in 2006/07


 onwards   
                (9.101)

Net shortfall of resources                       

                                          (0.024)

2.2 A summary of the revised capital programme by service is attached at Appendix 1 which also details an analysis of the profiled expenditure to date.
2.3 Appendix 2 shows the latest position on capital receipts and Appendix 3 shows progress with the capital receipts with a value over £100k expected in the year.

2.4 Members will recall that the capital programme was approved subject to close monitoring of contractual commitments as they are entered into during the year, to ensure schemes are only committed when funding is identified.  Appendix 4 details tenders for individual contracts approved up to 20 December 2005 by the appropriate lead member, service director and Lead Member for Customer and Support Services.

3. COMMENTS


Overview

3.1
After the effect of the 2004/05 outturn and monitoring adjustments the programme shows a surplus of £9.077m.  

3.2
Resource of £9.101m from the 2004/05 and 2005/06 Education capital programme needs to be deferred for use to 2006/07 to 2008/09.  Therefore, the net shortfall of resources is £0.024m

3.3
However, there are a number of risks to this position which are summarised in the table below and commented on in more detail in the paragraphs which follow :-


£m

Overall surplus of resources

                                                                                   9.077

Less : Earmarked for education use in 2006/07 to 2008/09                                 -  9.101
Net shortfall of resource
                                                                                          -0.024

Less : Potential calls on available resource :

· Office Relocations                                    to be quantified

· Public sector housing                                      - 0.514

· The Albion                                                       - 0.150
                                                                                      Minimum
  -0.664



  -0.688

Add : Commitment to use unsupported borrowing (if required) for schemes


Currently included in the capital programme
   2.591

Potential net surplus in resource
   1.903
3.4
The increase in the forecast capital receipts was from increased estimates for the disposal of Adelphi Iron Works, Willowbank and Mere Drive which more than offset the slippage of the estimated disposal dates to 2006/07 for Stay Inn, Land at Fereday St and at Lester Road.

3.5
The current capital programme envisages the use of £13.251m of usable capital receipts, which can be met from receipts brought forward from 2004/05 of £14.082m, the current estimate for usable capital receipts is £8.246m to be generated in 2005/06, giving an overall funding surplus of £9.077m.  To date, £4.939m of the usable receipts anticipated in 2005/06 have been received.   

Office Relocations

3.6 With Urban Vision moving to Emerson House and negotiations progressing to acquire office accommodation at Turnpike House from George Wimpey, plans for office accommodation moves which will affect around 1,000 staff are being developed.  To date planned expenditure of £0.925m on the Urban Vision move to Emerson House, the relocation of the customer services contact centre, the building of Turnpike auditorium and desktop implementation has been allowed for in the capital programme.  However, further costs are expected as the other aspects of the office move are costed.  

Private Sector Housing Programme

3.7

There is an overprogramming level of £1.844m on the Private Sector Housing programme that will require monitoring in order to ensure that outturn expenditure matches the resources available.
         Public Sector Housing

3.8
There is an over-programming level of £0.514m on the Public Sector Housing programme.  There is a risk that the overprogramming may become an overspend due to the rate of completion of schemes and the number due to start shortly.  NPHL will try to manage down the overspend further as the year continues and any overspend will be treated as reducing the resources available for 2006/07, to give a balanced programme over the 2 years.


The Albion

3.9 The Council is keeping records of the costs incurred in seeking an alternative contractor to complete the works at the Albion High School following the voluntary liquidation of Ballast plc.  If the Council’s claim for costs against the Administrator for Ballast plc is unsuccessful the Albion High School Scheme will overspend by £0.150m.  


Use of Unsupported Borrowing/Capital Receipts

3.10 The capital programme currently assumes that capital receipts will be used to fund the following schemes although the use of unsupported borrowing has been approved as an alternative source of funding, if required:






£m

Police station at Stanwell Road
0.735

Higher Broughton Community Hub

0.400

Loan to the Higher Broughton Partnership
0.466

Premises at Great Clowes Street 
0.300

Land off Elton Street
0.690


Total


2.591

It is not currently envisaged that the use of unsupported borrowing will be called upon in 2005/06 for these projects.

Other Underlying Risks


Other underlying risks not built into the table at paragraph 3.3 above which are considered at this stage to exist but assessed as low risk for 2005/06 are as follows :-
· There is £3.9m of Surestart funding available to the Education capital programme until the end of the financial year for Children’s Centres.  Current forecasts expect that £1.5m will be spent in the next financial year.  However, indications have been received that if work has commenced on site for a Children’s Centre at a school site then the funding may be available until September 2006, although this has yet to be confirmed in writing. 

· Cost increases from outstanding Lands Tribunal hearings - The Council is currently involved with Lands Tribunal hearings yet to be held in respect of land acquisitions at Eccles Town Centre and the Manchester/Salford Inner Relief Route. Any additional costs over and above what has been provided in the capital programme and available by way of additional Government grant would fall to be met from the Council’s own resources.  A letter has been sent to GONW informing them of the potential funding shortfall on the Inner Relief Road.
EXPENDITURE TO DATE

4.1
Members are asked to note the following summary of actual expenditure against expected expenditure as at the end of November.


Actual Spend Against Profile to 30th November 2005

	
	 
	Programme
	Expected Spend to date
	Actual Spend to date
	Variance

	
	 
	£m
	£m
	£m
	£m

	
	Private sector housing
	33.720
	22.480
	16.059
	6.421

	
	Public sector housing
	19.887
	10.921
	11.806
	-0.885

	
	Children's Services
	11.757
	6.929
	6.785
	0.144

	
	Highways
	15.234
	11.266
	8.434
	2.832

	
	Community, Health And Social Care
	4.887
	2.524
	1.964
	0.560

	
	Environmental Services
	2.077
	1.225
	0.755
	0.470

	
	Arts and Leisure
	4.780
	2.979
	3.109
	-0.130

	
	Customer and Support Services
	2.917
	0.396
	0.320
	0.076

	
	Chief Executives
	5.707
	3.805
	0.236
	3.569

	
	Planning Services
	12.726
	8.498
	5.301
	3.197

	
	05/06 Programme Total
	113.692
	71.023
	54.769
	16.254


4.2 The forecast for the year is based upon an even split of the programme over the year, except were more accurate forecasts have been developed.  

4.3 It should be noted that the full programme requires a further £58.923 of expenditure before the end of the financial year, compared with £54.769m spend to date and this will require a significant increase in the rate of expenditure, with spend of £14.730m a month required for the remaining 4 months of the year.  

5. RECOMMENDATION
5.1. Members are requested to review the current position regarding the 2005/06 capital programme and confirm that, in the light of certain outstanding issues yet to be resolved, recommends to Cabinet that the current position continues to be monitored.

A. WESTWOOD

Strategic Director of Customer and Support Service
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