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	PART 1

(OPEN TO THE PUBLIC)
	ITEM NO. 7

	

	REPORT OF THE HEAD OF FINANCE



	TO THE BUDGET SCRUTINY COMMITTEE

ON WEDNESDAY 4th JULY 2007



	TITLE : 2006/07 CAPITAL OUTTURN 

	RECOMMENDATION :

Members are requested to review the outturn position regarding the 2006/07 capital programme and the effect on the 2007/08 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 capital outturn for 2006/07 and the effect on the 2007/08 capital programme.

	BACKGROUND DOCUMENTS :

(Available for public inspection)

1.      Report to Budget Scrutiny Committee Friday 7th March

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 2007/08 remains fully funded. 



	SOURCE OF FUNDING :  

This report identifies the sources of funding for the 2007/08 Capital Programme and the 2006/07 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 Scrutiny Committee on the 7th March 2007 members were informed that the current capital programme for 2006/07 was £113.891m with capital funding amounting to £125.405m, comprising assumed internal funding of £57.070m and estimated external funding of £68.335m, giving a surplus in resources of £11.514m.

1.2 This report now advises members of the outturn of the 2006/07 capital programme.

2.  
2006/07 CAPITAL PROGRAMME

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

Resources

	
	March monitoring
	Actual financing
	Variation
	Comments

	
	£m
	£m
	£m
	

	Supported Borrowing
	5.714
	7.503
	1.789
	Additional use to cover spend on Radclyffe/St Clements primary school and to use the Education single capital pot in full in the year.

	Unsupported Borrowing
	19.172
	19.054
	-0.118
	

	RCCO 
	0.628
	0.097
	-0.531
	Decrease due to review of revenue/capital funding adjustments 

	Capital receipts
	20.042
	24.715
	4.673
	Increased need for capital receipts to cover purchase of Emmanuel Church (£3.1m), re-purchase of Lancastrian Hall (£1m), rephasing of SCC contribution to Worsley Pool (£0.5m), housing stock option costs (£1.1m) less the education single capital pot taken up (£1.6m)

	Subtotal – Internal resources
	45.556
	51.369
	5.813
	

	Grants
	50.442
	54.083
	3.641
	Increase in external grant to fund URC acquisitions

	Other Contributions
	17.893
	17.715
	-0.178
	

	Subtotal – External resources
	68.335
	71.798
	3.463
	

	Total Resources
	113.891
	123.167
	9.276
	


Programme
	
	March monitoring
	Actual

expenditure
	Variation
	Comments

	
	£m
	£m
	£m
	

	Private Sector Housing
	30.556
	31.604
	1.048
	Adjust 0708 resources, impact of stock options costs

	Public Sector Housing
	18.979
	18.656
	-0.323
	Adjust 0708 resources

	Children's Services
	11.837
	12.291
	0.454
	Increased use of Devolved Formula capital

	Highways
	5.194
	5.040
	-0.154
	

	Community, Health And Social Care
	10.355
	10.089
	-0.266
	

	Environmental Services
	1.601
	2.190
	0.589
	Increased take up of SSCF funding in the year

	Customer and Support Services
	5.896
	6.136
	0.240
	Increased software development

	Chief Executives
	8.103
	11.729
	3.626
	URC acquisitions at year end, re-profiling of Innovation Forum expenditure

	Planning 
	21.370
	25.432
	4.062
	Salford Shopping City payment and repurchase of  Lancastrian Hall

	Total Programme
	113.891
	123.167
	9.276
	


2.2 Expenditure was broadly as forecast with the exception of a number of payments which happened at the end of the year: 

	
	£m

	Repurchase of Lancastrian Hall
	1.0

	URC acquisitions
	2.4

	Salford Shopping City
	3.1

	Housing stock option costs
	1.1

	Additional software development 
	0.4

	Total
	8.0


2.3 The Lancastrian Hall was originally sold to the PCT in April 2004, however the PCT had an option to sell it back to the Council if they choose.  On the 28th March 2007 the Council received a letter from the PCT exercising this option.  

2.4 The repurchase of the Lancastrian Hall was not in the capital programme and the cost of £1m has reduced the forecast surplus on capital receipts.

2.5 In March payments were made to acquire the Black Horse Pub and the Exchange Greengate, however whilst these increase the outturn capital spend they do not affect the level of capital receipts as they are grant funded by the NWDA.

2.6 A report went to the Lead Member for Planning on the 26th February detailing the acquisition of the Salford Methodists Church site for £3.1m, ultimately the cost will be met from the sale of lands for the expansion of Salford Shopping City, however in the short term this reduces the capital receipts available for capital programme.

2.7 Additional Housing stock option costs of £1.1m were incurred in 2006/07.  This extra cost has not impacted the level of capital receipts as the resources available for the 2007/08 Housing Capital Programme have been adjusted.

2.8 Additional software development costs were incurred in 2006/07, however, whilst this has decreased the capital receipts surplus, which is part of the normal year-end review of revenue/capital funding adjustments the revenue budget will benefit from efficiencies that will be delivered.

2.9
Expenditure of £0.750m was slipped at outturn to 2007/08 of which £0.615m was funded by external sources.  In addition, £9.694m of expenditure was slipped during the year prior to outturn, of which £3.690m was funded by capital receipts.  The effect of this on the 2007/08 capital programme is shown below.

3.  
2007/08 CAPITAL PROGRAMME
Resources

	
	Approved capital programme 2007/08
	After effect of  2006/07 Outturn
	Outturn Variation

	
	£m
	£m
	£m

	Supported Borrowing
	5.078
	7.458
	2.380

	Unsupported Borrowing
	6.357
	6.565
	0.208

	RCCO 
	0.000
	0.061
	0.061

	Capital receipts
	42.100
	39.082
	-3.018

	Subtotal – Internal resources
	53.535
	53.166
	-0.369

	Grants
	60.882
	64.058
	3.176

	Other Contributions
	8.440
	8.766
	0.326

	Subtotal – External resources
	69.322
	72.824
	3.502

	Total Resources
	122.857
	125.990
	3.133


Programme

	
	Approved capital programme 2007/08
	After  2006/07 Outturn
	Variation

	
	£m
	£m
	£m

	Private Sector Housing
	39.162
	38.447 
	-0.715

	Public Sector Housing
	18.208
	18.208 
	0.000

	Children's Services
	13.797
	16.813 
	3.016

	Highways
	6.854
	8.917 
	2.063

	Community, Health And Social Care
	9.820
	11.530 
	1.710

	Environmental Services
	1.911
	2.690 
	0.779

	Customer and Support Services
	1.458
	1.551 
	0.093

	Chief Executives
	6.745
	6.978 
	0.233

	Planning 
	16.849
	20.114 
	3.265

	Total Programme
	114.804 
	125.248 
	10.444

	Forecast Surplus/(shortfall) of capital receipts in 

year
	8.053 
	0.742 
	-7.311


3.1 The table above show a surplus in resources of £0.742m.  An additional £17.244m of receipts are earmarked for use by Children’s Services from 2008/09 onwards, which includes £6.945m of the Kersal school site receipt, £3.094m of the playing field element of the Greenwood receipt and £7.205m due to timing differences on supported borrowing.  

3.2 The timing of the use of capital receipts earmarked for use by Children’s Services which are included in the capital receipts brought forward is as follows: -

	Timing of use of Earmarked Receipts
	2008/09
	2009/10
	2010/11
	Total

	Included in the capital receipts forecast
	£m
	£m
	£m
	£m

	
	
	
	
	

	Supported borrowing timing differences
	
	
	
	

	£7.205m
	
	
	
	

	Upfront Unitary charge payment for PFI 2
	3.625
	0.000
	0.000
	3.625

	Radclyffe & St Clements 
	0.302
	0.000
	0.000
	0.302

	Hope/ Buile 
	2.500
	0.000
	0.000
	2.500

	Other
	0.000
	0.778
	0.000
	0.778

	
	
	
	
	

	Portion of Greenwood playing field receipt 
	
	
	
	

	Dukesgate playing field (£0.500m in 2007/08)
	1.579
	0.000
	0.000
	1.579

	Playing field Little Hulton Catholic Primary school
	1.515
	0.000
	0.000
	1.515

	
	
	
	
	

	Kersal High School £6.945m
	
	
	
	

	Albion playing field 
	0.000
	0.000
	3.500
	3.500

	Primary review phase 2- new Charlestown school
	3.295
	0.000
	0.150
	3.445

	
	 
	 
	 
	 

	Total committed capital receipts 
	12.816
	0.778
	3.650
	17.244


This therefore leaves a potential shortfall of resources of £16.502m after accounting for the receipts due back to education for the 2008/09 and 20010/11 capital programmes.  Capital funding plans for 2008/09 onwards will need to accommodate these commitments.

Capital Receipts
3.3 There has been a £1.3m reduction in forecast receipts for 2007/08 from the assumptions made at the time of the budget. Forecasts for Ontario Basin and Oakwood school have each reduced by £1m but have been partially offset by a number of additional smaller disposals being identified.  However, these have been offset by and an additional £2m of disposals being re-profiled into 2007/08 for disposals at Trinity Court, the Former childrens home at Greenbank, St Georges Nursing Home, Buille Hill, Duchy House and others

3.4 Whilst the last estimate of receipts brought forward into 2007/08 was £11.514m (whilst only £9.3m was assumed when setting the 2007/08 capital programme) the actual figure following the 2006/07 outturn is £5.570m.  The main changes are additional funding requirements of £3.1m Salford Shopping City, £1m repurchase of the Lancastrian Hall, additional software development £0.4m and £1.6m for the Orchard Mount disposal slipping into 2007/08.
Other Underlying Risks

3.5 There remain some potential 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.  Outstanding negotiations for the Manchester/Salford Inner Relief Route should be concluded at a cost of around £0.3m, which is currently provided for in the capital programme by assuming additional resources coming from GONW.  GONW have been sent the details of the shortfall in funding on the Inner Relief Road with a request for additional resources to cover the increased land purchase costs incurred.  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.  

4
RECOMMENDATION
4.1
Members are requested to review the current position regarding the 2007/08 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.

JOHN SPINK

HEAD OF FINANCE


