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	TITLE : CAPITAL OUTTURN 2003/04

	RECOMMENDATION :

Members are requested to note the final capital outturn for 2003/04.



	EXECUTIVE SUMMARY :

The report provides details of the outturn position of the 2003/04 capital programme.
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1.      Report to Budget Committee 3rd March 2004

2.      Various working papers within the Finance Division
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	ASSESSMENT OF RISK :   

Any increase to the planned programme or reduction to resources included in this report will require action to be taken to ensure the capital programme for 2004/05 remains fully funded



	SOURCE OF FUNDING :  

This report identifies how the capital funding available in 2003/04 has been utilised.

 

	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 Corporate Services



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



	KEY COUNCIL POLICIES : : Capital Programme



                                                        REPORT DETAILS

1.    
INTRODUCTION
1.1
This report advises members of the capital outturn position for 2003/04.

2.  
CAPITAL OUTTURN 2003/04

2.1 At the meeting on 3rd March 2004 members were informed that the estimated resources for 2003/04 were £84.231m and estimated expenditure £82.012m resulting in an expected carry forward of resources totalling £2.219m.

2.2 The final outturn position shows actual resources of £63.163m and actual expenditure of £65.828m, giving unfinanced expenditure of £2.665m.  

2.3 
There has been a significant reduction in both resource and expenditure, and this is summarised in the table below.  The net unfinanced position can be accounted for by a timing difference on the receipt of grants and a sizeable capital receipt, and is explained more fully in the paragraphs that follow.

Summary of Variations to Capital Resource and Expenditure

	
	Programme
	Resources
	Surplus/

Shortfall

	
	£m
	£m
	£m

	Position at 3rd March 2004
	82.012
	84.231
	2.219

	
	
	
	

	Changed scheme expenditure

matched by changed resources
	-3.816
	-3.816
	0.000

	
	
	
	

	Slippage of expenditure and 

matching scheme specific 

resources to 2004/05
	-12.325
	-12.325
	0.000

	
	
	
	

	Adjustment to resource level
	
	-0.037
	-0.037

	
	
	
	

	Slippage of expenditure funded by 

internal resources to 2004/05
	-2.547
	
	2.547

	
	
	
	

	Scheme specific resources expected

In 2004/05 for 2003/04 expenditure
	
	-4.890
	-4.890

	
	
	
	

	General net scheme over/(underspends)
	2.504
	
	-2.504

	
	
	
	

	Outturn expenditure and resources
	65.828
	63.163
	-2.665

	
	
	
	


2.4 Appendix 1 shows the formal Capital Financing Statement for 2001/02.
2.5 Appendix 2 shows a summary of the outturn capital programme by service.

2.6 Appendix 3 lists the capital receipts received in the year.

2.7 Appendix 4 lists the variation in expenditure.

3. 
COMMENT

Financing

3.1
The resources applied in the year are detailed in Appendix 1, a summary of which is shown in the table below:
Resources applied in 2003/04

	
	£m
	£m

	Capital Expenditure
	
	65.828

	
	
	

	Borrowing
	13.345
	

	Grants
	20.977
	

	Capital Receipts
	9.915
	

	Other Contributions
	18.926
	

	Total Resources
	
	63.163

	
	
	

	Shortfall in resources
	
	2.665


3.2 
Expenditure has exceeded the resources available by £2.665m.  However, this is entirely due to the timing of grant payments and a late capital receipt.  For example, claims for £4.8m of grant resources, principally HMRF £3.617m, will be paid in 2004/05 relating to 2003/04 expenditure.  In addition, a capital receipt of £2.1m was paid over on 01/04/2004 instead of 31/03/2004, which meant that the receipt could not be applied in 2003/04. 

3.3 This has been shown as unfunded expenditure in the Statement of Accounts.  Its treatment has been agreed with District Audit on the basis of it having arisen due to timing differences and certainty over the funding.

3.4 The overall reduction in resources from £84.231m to £63.163m, i.e. by £21.068m, is, apart from the timing differences with grants and receipts, mostly associated with slippage in the expenditure profile into 2004/05 of £12.325m and changes to planned expenditure of £3.816m. 

Expenditure

3.5 Appendix 2 shows the overall underspend of £16.2m compared to the programme, the main areas of underspend being analysed below:

	Scheme
	Under/(Over)

Spend
	Comments

	
	
	

	
	£m
	

	Highways - Inner Relief Road
	-5.075
	Delayed expenditure due to lack of progress with land purchase settlements, which are now due to be heard by the Lands Tribunal in Feb '05.  

	
	
	

	Highways – Cadishead Way
	-3.073
	Delayed start, due to delay in GONW acceptance of the scheme for funding until November 2003.

	
	
	

	Housing - HRA contribution
	-2.754
	Delays in determining whether expenditure could be justified in terms of the future use of properties.

	
	
	

	Education – Capital Programme
	-5.555
	See comments at paragraph 3.7 below

	
	
	

	Corporate Services – Office Moves Budget
	-0.279
	Budgeted allocation not used in full

	
	
	

	Corporate Services – Ordsall Neighbourhood Office
	-0.282
	Project delayed due to problem with grant funding application

	
	
	

	Chief Executives – Expanding Boundaries
	-0.341
	Reduced uptake of available grants

	
	
	

	Chief Executives – NDC
	-0.357
	This is the total for 6 projects which all slipped for different reasons 

	
	
	

	Development Services – Eccles Town Centre
	-0.629
	Delays in acquisitions

	
	
	

	Private sector housing overspend
	2.277
	Increased acquisitions in year.

	
	
	

	Total
	-16.068
	


Highways

3.6 The slippage in expenditure occurred on 2 specific major road improvement schemes for reasons outside of the Council’s control, which are prone to happen with schemes of this nature. Both resource and expenditure in 2004/05 will increase accordingly.

Education

3.7
The Education capital programme has been subject to particular difficulties in management during 2003/04, as a result of a combination of the following factors :

· Primary school review – discussions about ensuring value for money from the proposed programme, coupled with cost increases (see comment below on tender prices), and the need to repeat consultation with schools where consequential changes to the programme occurred, all combined to delay the go-ahead for the programme until February 2004. DfES grant is available to be spent up to August 2004 in respect of the 2003/04 programme.

· Tender prices and responses – there has been a noticeable increase in tender prices and poor responses in some cases to tenders, which has led to tenders being considerably above estimates and in some instances the need to go out to tender a second time. Coupled with the limited availability of time when work could be done in schools, i.e. holiday periods in the main, has caused disruption to the programme and the need to reschedule. As above, with grant-aided schemes, the opportunity to utilise DfES grant availability until August 2004 has needed to be called upon.

· Capital strategy – the poor response to tenders and increasing tender prices has required a reconsideration of the approach to packaging work in schools, resulting in a move away from smaller, “pepper-potting” jobs across a wide number of schools to a more focussed, larger packaging of work to complete school defects which also integrates the different funding streams available from the LEA, DfES and schools own funds.

· 
Devolved Formula Capital – this is capital grant provided by the DfES directly to schools and schools are allowed 3 years in which to spend any single year’s allocation. This proves somewhat erratic to forecast precisely when such funding will be spent as it lies entirely within a school’s discretion as to when, and on what, it is to be spent. 

3.8
Consequently, the Education capital programme shows slippage in expenditure into 2004/05 across the whole of its programme, with the main areas being :-

	· 
	The Albion
	
































£0.450m

	· 
	Beacon Resource Centre
	
£0.875m

	· 
	Primary school review



	£0.750m

	· 
	Schools access initiative
	£0.281m

	· 
	Nurseries in disadvantaged areas
	

£0.254m

	· 
	New Deal Condition and Modernisation
	£1.958m

	· 
	Devolved Formula Capital
	£0.537m


3.9

The issues that have given rise to the problems with the management of the programme in 2003/04 have been discussed with senior management in Education and Leisure and Development Services with a view to ensuring that the programme can be managed in a more proactive manner by adopting a more strategic approach that enables new schemes to be brought forward from future years’ programmes when delays in expenditure are identified whilst also improving the early warning system of when such delays are likely to occur.

Private Sector Housing

3.10
An overspending of £2.277m occurred, primarily on land acquisitions which needed to be funded from within the Council’s own resources on the HMRF programme in lieu of funding expected from English Partnerships which eventually did not materialise.

3.11 The Salford - Manchester Pathfinder status for HMRF was only granted by the ODPM midway through 2003/04 and this resulted in the challenging target of spending over £8m in the second half of the year, in addition to the remainder of the Housing Private Sector Capital Programme. It was also thought that EP funding of £4m was going to be received even as late as March 2004 and therefore plans had to be in place to deliver on this funding should it have come through. 

3.12  Through regular meetings with Manchester it appeared at one stage that Manchester might not deliver on part of their programme and consideration had to be given as to whether Salford could take this up to help deliver the pathfinder targets. 

3.13  It was absolutely imperative that the Pathfinder did not fail to deliver in the first year as this would affect future years’ allocations and reputation with the ODPM, therefore within Salford high levels of over programming were built in to achieve the programmed expenditure, including anticipating that the EP money would come through. 

3.14  Fortnightly monitoring meetings were held on progress and to give an indication of the position, on the 15th March 2004 there was still a requirement to spend £4m to hit the required targets, assuming EP funding was coming through.

3.15  It is of great credit that Salford has delivered in the first year of the Pathfinder and although this has resulted in an overspend on the programme it will stand the authority in a good position as the next prospectus is submitted to the ODPM.

3.16 Ordinarily, this overspending would be expected to be clawed back in 2004/05 by a corresponding reduction the funding and programme.

3.17 Discussions are currently in hand with the Director of Strategy and Regeneration and Head of Housing with a view to :-

· identifying the implications of this course of action for the HMRF programme in 2004/05 ;

· identifying the effect upon the NDC delivery plan, and the need to maintain confidence in the delivery of the programme in this area ;
· exploring the situation with EP funding (funding for 2004/05 has still not yet been confirmed) ;

· exploring other funding options within the HMRF programme ;

· identifying the broader implications for the capital programme as a whole.

3.18 Recommendations will be made to Cabinet later this month on any decisions that may be required following the outcome of this review.

4
SUMMARY POSITION FOR 2004/05
4.1


The impact of the 2003/04 capital outturn upon the current 2004/05 capital programme position can be summarised as follows:-

	
	Programme
	Resources
	Surplus/

Shortfall

	
	£m
	£m
	£m

	Position as at 7th July 2004
	114.259
	114.259
	0.000

	
	
	
	

	Slippage of expenditure and matching scheme specific resources to 2004/05
	12.325
	12.325
	0.000

	
	
	
	

	Slippage of expenditure funded by internal 

Resources to 2004/05
	2.547
	2.547
	0.000

	
	
	
	

	Scheme specific resources expected
	
	4.890
	4.890

	
	
	
	

	Deficit brought forward
	2.665
	
	-2.665

	Revised position
	131.796
	134.021
	2.225


5.    
RECOMMENDATION
5.1 Members are requested to note the final outturn for 2003/04.
                          J. SPINK                                                A. WESTWOOD

                      Head of Finance                                   Director of Corporate Services







