REPORT OF THE DIRECTOR OF CUSTOMER AND SUPPORT SERVICES

TO THE BUDGET AND EFFICIENCY GROUP

MONDAY, 12TH DECEMBER, 2005 

Subject :
2006/07 CAPITAL PROGRAMME

1. CAPITAL RESOURCES 2006/07

The amount of resource expected to be available in 2006/07 is as follows :-

	
	Supported Borrowing
	Unsupported Borrowing
	Government

Confirmed
	Grants

Expected
	Capital Receipts
	Other
	Total

	
	£m
	£m
	£m
	£m
	£m
	£m
	£m

	Housing
	 5.500
	
	
	39.088
	
	
	44.588

	Children
	3.038
	
	
	8.121
	
	0.023
	11.182

	Highways
	4.140
	
	
	3.322
	
	
	7.462

	CH & SC
	0.112
	2.758
	
	2.889
	
	2.050
	7.809

	Other Services
	
	
	
	
	
	
	

	- General
	0.250
	
	
	
	
	
	0.250

	- Environment
	
	
	
	0.133
	
	
	0.133

	- Chief Exec
	
	3.794
	
	3.182
	
	
	6.976

	- Planning
	
	11.444
	
	0.680
	
	1.580
	13.704

	- Customer&SS
	
	0.288
	
	0.658
	
	
	0.946

	Sub-Total
	13.040
	18.284
	
	58.073
	
	3.653
	93.050

	Capital Receipts
	
	
	
	
	10.000
	
	10.000

	Total
	13.040
	18.284
	
	58.073
	10.000
	3.653
	103.050


Unsupported borrowing is expected to be used for the following schemes and:-









   £m

Commitments where provision has been made in the revenue budget for the capital financing costs

Elderly Care – homes to trust




  2.758

Salford Innovation Park




  3.744

Manchester, Bolton and Bury Canal – restoration phase 1
  0.334

Investment in the Highways




  4.000

Enterprise XP






  0.286

11.122

New proposals where no revenue provision has been made

Employment land study




  0.050

City Academy – access road




  0.960

Lower Broughton – regeneration



  6.000

Ordsall – regeneration





  0.150

  7.160











18.284

Government grants expected are :- 







    
   
   

   £m


Housing – Private Sector

· HMRF







23.088

Housing – Public Sector

· Major Repairs Allowance




16.000

Children’s Services

· Devolved Formula



  2.483
· Condition & Modernisation


  1.391
· Radclyffe/St Clements 


  1.242
· Surestart - Children’s Centres


  1.505

 
· Primary school review


  1.000
· The Albion – playing fields


  0.500 
  8.121
Highways

· Cadishead Way stages 1 and 2



  3.322

Other Services

· Parks infrastructure



  0.133

· Fit City Worsley



  1.258

· Social Care – day services/ICT

  0.234

· Sports Village – ERDF/NDC/FA
  
  1.264
· SCL – CCTV/Ordsall fitness suite

  0.133
· Salford Innovation Park


  2.653
· NDC Programme – ERDF/NDC/NWDA
  0.529
· LIFT – Walkden/3 sites


  0.813
· Chapel St




  0.300
· Mossland Visioning



  0.225

  7.542
58.073

Usable capital receipts are estimated at £10m and details of the estimated proceeds from proposed asset disposals are shown at Appendix 1.

2. CAPITAL INVESTMENT PLANS 2006/07

The current capital investment plans for 2006/07 have been based upon the Capital Investment Strategy 2006/07 to 2010/11 to be considered by Cabinet on 13th December, and are summarised in the table below.

	2005/06

Programme
	2006/07 Capital Programme – Analysis by Proposed Source of Funding

	
	
	Supported Borrowing
	Unsupp’t’d

Borrowing
	Gov’t

Grants
	Capital Receipts
	Other
	Total

	     £m
	
	£m
	£m
	£m
	£m
	£m
	£m

	
	Housing
	
	
	
	
	
	

	
	- Private Sector
	3.500
	
	23.088
	15.225
	
	41.813

	
	- Public Sector
	2.000
	
	16.000
	2.498
	
	20.498

	
	Children’s Services
	3.038
	
	8.121
	2.769
	0.023
	13.951

	
	Highways
	4.140
	
	3.322
	
	
	7.462

	
	CH & SC
	0.112
	2.758
	2.889
	3.131
	2.050
	10.940

	
	Other Services
	
	
	
	
	
	

	
	- Environment
	0.250
	
	0.133
	1.653
	
	2.036

	
	- Chief Exec (Regen)
	
	3.794
	3.182
	0.330
	
	7.306

	
	- Planning
	
	11.444
	0.680
	8.740
	1.580
	22.444

	
	- Customer & SS
	
	0.286
	0.658
	4.913
	
	5.857

	
	Total
	13.040
	18.282
	58.073
	39.259
	3.653
	132.307


3. KEY ISSUES

· Call on Capital Receipts 

The demands upon capital receipts far outweigh the resources available, ie £39.259m needed vs. £10m available. 

Whilst it would be possible to fund this gap by unsupported borrowing, it would require £2.5m of revenue funding to be available to meet the capital financing costs. In the light of the provisional RSG settlement this is unrealistic. 

Proposals will need to be scaled back to cover essential use only.

The proposals will be examined to identify the best means of bridging the funding gap. This will involve a combination of examining the phasing of expenditure closely to identify whether spending in 2006/07 could be deferred to 2007/08 and establishing appropriate over-programming levels for each service, but in view of the size of the funding gap will also require some decisions to be taken by members as to proposals which cannot be afforded in 2006/07.

Account will also need to be taken of the extent of earmarking of capital receipts for specific purposes in accordance with Government requirements, eg from disposal of school buildings land and playing fields, any recycling of HMRF-funded acquired land, or in accordance with the medium-term financial strategy, eg recycling receipts within the regeneration area they came from.

· Private Sector Housing

The proposed private sector housing programme amounts to £41.813m (compared with £33.820m for 2005/06), funded as follows :-









  





   £m



Supported Borrowing




  3.500



HMRF Grant





23.088



Capital Receipts




15.225











41.813

The key issues are :-

· an appropriate split between the private and public sectors of the use of the total unsupported borrowing allocation for Housing, expected to be £5.500m – the currently proposed split replicates that for 2005/06 and is consistent with that of the Government’s for housing subsidy purposes.

· the call upon capital receipts – at £15.225m this already significantly exceeds the expected total available receipts, without considering the commitments for other services. 

· The extent of contractual commitments – the clawback of HMRF grant by the ODPM in 2005/06 has created a higher proportion of commitments in 2006/07 to the extent that they already exceed borrowing and grant funding by £5m, which will need to be funded from capital receipts. 

· capacity for new starts – this is likely to be extremely limited in view of the above scenario. The extent of commitments also limits the capacity for over-programming for new starts.

· availability of additional HMRF grant – there have been informal indications that the ODPM may be prepared to consider an increased HMRF bid for 2006/07, and this will be explored further

· Public Sector Housing

The proposed public sector housing programme amounts to £20.498m (compared with £19.887m for 2005/06), funded as follows :-









  





   £m



Supported Borrowing




  2.000



Major Repairs Allowance Grant


16.000



Capital Receipts




  2.498











20.498

Issues for consideration will be the extent of funding support from supported borrowing (see comment above) and capital receipts, and the degree to which over-programming can be sustained, in order that progress towards meeting decent homes standards can be achieved.

· Children’s Services

The programme needs to maintain its progress with achieving the long-term aims of the removal of surplus places and improvement in asset condition, together with the provision of new children’s centres under the Surestart programme.

Contractual commitments will require support of £2.769m from capital receipts.

It will be necessary to ensure that the use of earmarked capital receipts for educational purposes is aligned with linked spending proposals.

· Highways

The programme for 2006/07 is likely to focus on the rolling programme of structural maintenance, the financial completion of land issues on Cadishead Way and footpath investment. There is unlikely to be any major new roads schemes starting in 2006/07.

Consequently, all schemes are likely to be fully funded from Government supported borrowing and grant, with no support required from capital receipts.

· Environmental Services

Are seeking support from capital receipts of £1.653m and from borrowing of £0.250m towards a total programme of £2.036m (compared with £2.077m in 2005/06, supported by £0.591m capital receipts).

The main area where capital receipts support is sought is for  Parks infrastructure improvements of £1m.

· Community, Health and Social Care

Capital receipts of £1.215m will be required for a contractual commitment on Worsley Pool.

Further capital receipt support is sought for new proposals on Social Care of £0.152m to match fund Government grant, whilst capital receipt support of £1.754m is sought for a range of cultural and leisure proposals, including £0.500m to match fund grant of £1.750m.

· Chief Executive

Unsupported borrowing of £3.744m will be required as temporary funding pending receipt of NWDA grant in April 2007. This has previously been agreed at Cabinet. Provision has been made for funding the capital financing costs in the revenue budget.

Full details of the New Deal for Communities programme have yet to be incorporated into the programme, but it is not expected that this will have any call upon capital receipts.

· Planning

Support of £8.740m from capital receipts is sought for a range of schemes. Included within this sum is £3.805m for the commitment to the Higher Broughton Community Hub, which has previously been agreed for use of unsupported borrowing and provision for the capital financing costs made in the revenue budget.

Of the remaining requirement of £4.935m, key proposals include support to regeneration areas in Chapel St £0.700m, Ordsall £1m and Central Salford URC £0.500m, whilst other proposals include tackling the building maintenance backlog £0.800m, disabled access improvements £0.400m, Mossland visioning £0.235m, Worsley Delph £0.300m and strettscape improvements £0.200m.

There remains an unresolved Lands Tribunal case concerning the Eccles Town Centre redevelopment to conclude financially in 2006/07.

· Customer and Support Services

Support from capital receipts will be required for software development of £1m, this being the last remaining element of revenue expenditure that can be legitimately capitalised.

Additionally, £0.5m will be required to fund refurbishment and infrastructure for office relocations.

Other proposals for capital receipt support totalling £3.413m include spot land acquisitions for future redevelopment of £1m, LIFT projects £0.9m, ICT infrastructure £0.925m and refurbishment of the Council chamber £0.500m

4. THE MOVE TOWARDS 3-YEAR ALLOCATIONS

The Government has announced its intention to implement a phased move towards 3-year allocations for capital as well as revenue by announcing 2-year allocations for 2006/07 and 2007/08.

This will offer better longer-term planning than has hitherto been possible and may allow more flexibility when considering funding issues for the 2006/07 capital programme.

Detailed allocations are expected to be announced by Christmas.

5. REVENUE IMPLICATIONS

There are some capital investment proposals that will incur additional revenue expenditure in 2006/07.

Proposals where the use of unsupported borrowing has been identified as a potential source of funding are indicated in paragraph 1 above.

Additionally, the LIFT project will require revenue funding when space is leased and the Higher Broughton Community Hub will incur revenue cost for running the premises when it is open. Both these proposals have been previously identified as future commitments for revenue funding. 

In accordance with prudential borrowing requirements, it will be necessary in due course to ensure that the revenue budget contains adequate provision to cover all unsupported borrowing approvals and any other capital commitments with revenue consequences.

6. NEXT STEPS

This report gives an initial indication of the issues and actions that are likely to be required to put together an affordable capital programme for 2006/07.

It will now be necessary to review the position in further detail for 2006/07 following the announcement of Government funding and in consultation with Strategic Directors and Lead Members in order to :-

· ensure that the expenditure proposals match the Council’s priorities and expectations, particularly in the areas of regeneration ;

· identify service implications and aspirations ;

· ensure that expenditure proposals for individual schemes are accurate and align with the available resource ;

· understand any implications of, or conditions attached to, Government grant funding ;

· examine appropriate opportunities for the use of unsupported borrowing ;

· ensure there is consistency between the General Fund and HRA revenue budgets, the prudential indicators and the capital programme ; and

· ensure that a programme can be put together within the likely available resource.

ALAN WESTWOOD

Strategic Director of Customer and Support Services

Appendix 1

Potential Usable Capital Receipts 2006/07

	
	Gross Receipt
	Usable Prop’n
	Usable Capital Receipt
	Earmarked for

	
	£m
	%
	£m
	

	Housing
	
	
	
	

	Housing Right-to-Buys
	18.000
	25
	4.500
	

	Housing – allowable deductions from pooled receipts
	1.000
	100
	1.000
	

	2 – 40, Brookhouse Ave, Eccles
	0.015
	100
	0.015
	

	Site of 37/39, Gore Ave, Salford
	0.020
	100
	0.020
	

	Land at Mort Lane, Little Hulton
	0.010
	100
	0.010
	

	The Views
	0.500
	100
	0.500
	

	Housing Sub-Total
	
	
	6.045
	

	
	
	
	
	

	General Fund
	
	
	
	

	Land at A6/Bolton Rd, Walkden
	0.250
	100
	0.250
	

	Car Park, Bradshaw St, Salford
	0.020
	100
	0.020
	

	Buile Hill Mansion
	0.250
	100
	0.250
	

	Green St, Peel Green
	0.200
	100
	0.200
	

	Lester Road, Little Hulton (Kenny’s)
	0.020
	100
	0.020
	

	Site of 394 – 408, M’cr Rd E, LH
	0.050
	100
	0.050
	

	Car Park, North Dean St, Swinton
	0.025
	100
	0.025
	

	Ontario Basin
	2.000
	100
	2.000
	

	Orchard Mount, Monton
	0.150
	100
	0.150
	

	Land rear Smithfold Ln, Little Hulton
	0.020
	100
	0.020
	

	The Withies, Peel Green
	0.100
	100
	0.100
	

	General Fund Sub-Total
	
	
	3.085
	

	
	
	
	
	

	Total Unearmarked Receipts
	
	
	9.130
	

	
	
	
	
	

	Earmarked Receipts
	
	
	
	

	265/273 & 281, Chapel St
	0.350
	100
	0.350
	Regeneration

	Land at Cross St, Blackfriars
	0.050
	100
	0.050
	Regeneration

	Duchy Rd, Salford
	0.100
	100
	0.100
	Regeneration

	Land at Egerton St/East Ordsall Lane
	0.150
	100
	0.150
	Regeneration

	Land at Hulme St, Salford
	0.500
	100
	0.500
	Regeneration

	Kersal High School (Phase 1)
	0.250
	100
	0.250
	Education

	Kersal High School (Phase 2)
	0.300
	100
	0.300
	Education

	2, Police St, Salford
	0.080
	100
	0.080
	Office relocations

	Salford Shopping City (former Market)
	0.100
	100
	0.100
	Regeneration

	Land at Sidney St/North Star Drive
	0.060
	100
	0.060
	Regeneration

	Area 11, Trinity
	0.300
	100
	0.300
	Regeneration

	Wilburn St Basin
	0.750
	100
	0.750
	Regeneration

	Total Earmarked Receipts
	
	
	2.990
	

	
	
	
	
	

	Total Available Receipts
	
	
	12.120
	


