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	PART 1

(OPEN TO THE PUBLIC)
	ITEM NO.11

	

	REPORT OF THE CITY TREASURER


	TO THE BUDGET SCRUTINY COMMITTEE

ON WEDNESDAY 5th SEPTEMBER 2007



	TITLE : CAPITAL MONITORING 2007/08

	RECOMMENDATION :

Members are requested to review the current position regarding 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 funding of the 2007/08 capital programme and expenditure to date.

	BACKGROUND DOCUMENTS :

(Available for public inspection)

1.      Report to Budget Scrutiny Committee Wednesday 4th July

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.

 

	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 4th July 2007 members were informed that the current capital programme for 2007/08 was £123.462m with capital funding amounting to £119.518m, comprising assumed internal funding of £52.015m and estimated external funding of £67.503m, giving a shortfall in resources of £3.944m.

1.2 This report now advises members of recent developments regarding funding the 2007/08 capital programme.
2.  
2007/08 CAPITAL PROGRAMME

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

Resources

	
	Last Month
	This Month
	Variation
	Comments

	
	£m
	£m
	£m
	

	Supported Borrowing
	6.368
	6.368 
	0.000 
	

	Unsupported Borrowing
	6.565
	6.587 
	0.022 
	

	RCCO 
	0.000
	0.051 
	0.051 
	CHSC Painting programme

	Capital receipts
	39.082
	34.867 
	(4.215)
	Reduction in forecast capital receipts (see para 2.8 to 2.11)

	Subtotal – Internal resources
	52.015
	47.873 
	(4.142)
	

	Grants
	64.102
	69.966 
	5.864 
	URC external funding (matched by an increase in programme)

	Other Contributions
	3.401
	2.318 
	(1.083)
	Broughton Pool and Fit City Broughton programmed works rather than feasibility study

	Subtotal – External resources
	67.503
	72.284 
	4.781 
	

	Total Resources
	119.518 
	120.157 
	0.639 
	


Programme

	
	Last Month
	This Month
	Variation
	Comments

	Programme
	£m
	£m
	£m
	

	Private Sector Housing
	42.141
	38.087 
	(4.054)
	Adjust resources and spend for the Ordsall Infrastructure account.  Movement of resources within the Housing programme

	Public Sector Housing
	18.537
	19.537 
	1.000 
	Movement of resources within the Housing programme

	Children's Services
	17.429
	18.087 
	0.658 
	Acquisition cost at Walkden High school, Integrated Children’s Services grant

	Highways
	7.928
	7.688 
	(0.240)
	Quality bus corridor to be progressed by GMPTE

	Community, Health And Social Care
	5.879
	5.113 
	(0.766)
	PCT capital grant, painting programme

	Environmental Services
	2.721
	2.808 
	0.087 
	Greenspace improvements - Clifton Green and Queensmere reservoir Clifton



	Customer and Support Services
	1.551
	2.898 
	1.347 
	BSF/PFI development costs

	Chief Executives
	7.663
	13.413 
	5.750 
	URC externally funded capital programme (see resources adjustment)

	Planning 
	19.613
	19.709 
	0.096 
	

	Total Programme
	123.462 
	127.340 
	3.878 
	

	
	
	
	
	

	Surplus/(Shortfall) of Resources in current year
	(3.944)
	(7.183)
	(3.239)
	


Overall Position

Based on the current forecasts for expenditure and resources there is a shortfall of resources of £7.183m, which will require the use of prudential borrowing at the year end to balance the capital programme if additional capital receipts or other funding cannot be found.  This will incur interest charges in 2008/09 until capital receipts become available to repay the borrowing. 
Comments on Programme adjustments
2.2 The forecast for the Ordsall Infrastructure account expenditure in the year has been revised downward.  Overall the Ordsall Infrastructure account is forecast to breakeven with expenditure being offset by capital receipts.

2.3 In order to mitigate pressure on the HRA schemes have been identified mainly around gas works that can be classed as capital works rather than repairs leading to an increase in the public sector housing programme.  It should be noted that this is an adjustment to funding and there is no impact upon the decent homes programme as a consequence of this.  To resource this programme adjustment capital resources have been re-allocated within the Housing Programme.
2.4 Section 106 monies have been approved for the funding of improvements at Clifton Green and Queensmere Reservoir.
2.5 The estimate for the consultancy and staffing costs for BSF/PFI have been increased, although the scope to recover some of these from Wigan and the HRA (in respect of housing PFI) is currently being assessed.
2.6 The URC programme now includes the external funding provided by NWDA and English Partnerships for the regeneration activity in their business plan.  For this year that is Chapel Street and Crescent area, the River Irwell corridor, the M602 corridor and strategic connections. 
2.7 The resources for the feasibility study for a replacement facility for Broughton Pool and Fit City Broughton are to be used to fund a number of programmed works at those two buildings
Comments on Resources adjustment

2.8 The forecast for right to buy receipts has been revised downwards from £20m to 12m for 2007/08.  As only 25% of these receipts are retained by the City Council this represents a decrease in forecast usable capital receipts of £2m.  

2.9 The table below shows the number of right to buy applications received each quarter for the last 4 years.  The fall in applications for 2006/07 was offset by increased property values, however so far this year the fall has been even greater and requires the forecast to be revised downwards. 
RTB application figures

	
	No of
	No of
	No of
	No of
	No of

	
	Applications
	Applications
	Applications
	Applications
	Applications

	
	2003-2004
	2004-2005
	2005-2006
	2006-2007
	2007-2008

	Qtr 1
	520
	469
	479
	350
	182

	Qtr 2
	313
	434
	479
	514
	

	Qtr3
	318
	452
	382
	291
	

	Qtr 4
	497
	494
	365
	306
	

	
	1648
	1849
	1705
	1461
	182


2.10 There has been a reduction in the amount of the Shopping City receipt which is forecast to be received in 2007/08.
2.11 The 2007/08 capital programme requires the use of £42.027m capital receipts.  Progress to date is as follows :-
	
	£m

	Brought forward from 2006/07

	5.570

	Completed to date this year
	1.227

	Total received to date 
	6.797

	Grants due for 2006/07 to be paid in 2007/08 where capital receipts used temporarily instead
	1.415

	Total
	8.212

	Minimum amount of capital receipts required to avoid use of prudential borrowing
	33.815

	of which :-High risk
	13.000

	                  Medium to low risk
	20.815


2.12 The timing of the use of capital receipts earmarked for use by Children’s Services which are included in the capital receipts forecast 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
	
	
	
	

	£7.178m
	
	
	
	

	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
	0.751
	0.000
	0.751

	
	
	
	
	

	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
	1.429
	0.000
	0.000
	1.429

	
	
	
	
	

	Kersal High School £6.345m
	
	
	
	

	Albion playing field 
	0.000
	0.000
	2.875
	2.875

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

	Walkden High School - acquisition of 2 residential properties 
	0.025
	0.000
	0.000
	0.025

	
	
	
	
	

	Oakwood High School 
	
	
	
	

	Contribution to St Lukes RC Primary school extension (£0.200m in 2007/08)
	
	
	
	

	New school Seedley/Langworthy/Weaste
	0.000
	0.300
	0.000
	0.300

	
	
	
	
	

	Radclyffe St Clements £2.3m
	
	
	
	

	(£1.215m on 2007/08)
	1.085
	0.000
	0.000
	1.085

	
	
	
	
	

	Total committed capital receipts 
	13.840
	1.051
	3.025
	17.916


Capital funding plans for 2008/09 onwards will need to accommodate these commitments.

Other Underlying Risks

2.13 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.  

3
EXPENDITURE TO DATE

3.1
Members are asked to note the following summary of actual expenditure against expected expenditure as at the end of July.


Actual Spend Against Profile to 31st July 2007

	
	
	
	Expected spend to date
	
	Variance against

	
	 
	Programme
	2006/07 Spend Profile
	Monthly profile
	Actual Spend to date
	2006/07 Spend Profile
	Monthly profile

	
	 
	£m
	£m
	£m
	£m
	£m
	£m

	
	Private Sector Housing
	39.087
	6.254
	6.515
	5.203
	-1.051
	-1.312

	
	Public Sector Housing
	18.537
	2.966
	3.090
	2.620
	-0.346
	-0.470

	
	Children's Services
	18.087
	2.798
	3.015
	2.729
	-0.069
	-0.286

	
	Highways
	7.688
	1.230
	1.281
	0.738
	-0.492
	-0.543

	
	Community, Health And Social Care
	5.113
	0.796
	0.852
	0.748
	-0.048
	-0.104

	
	Environmental Services
	2.808
	0.449
	0.468
	0.143
	-0.306
	-0.325

	
	Customer and Support Services
	2.898
	0.464
	0.483
	0.007
	-0.457
	-0.476

	
	Chief Executives
	13.413
	2.146
	2.236
	2.436
	0.290
	0.201

	
	Planning 
	19.709
	3.244
	3.285
	2.590
	-0.654
	-0.695

	
	07/08 Programme Total
	127.340
	20.347
	21.223
	17.214
	-3.133
	-4.009


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

CITY TREASURER
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