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TITLE:  CAPITAL PROGRAMME 2001/02


RECOMMENDATION: Members are requested to note the current position pending a report back on outstanding issues and to indicate whether any of the potentially unfunded proposals should be treated as priority for funding in the 2001/02 programme.


EXECUTIVE SUMMARY : The report provides members with a first indication of capital resources which are estimated to be available to support the City Council's capital programme in 2001/02 and to identify issues for further consideration in determining the distribution of available resources to Directorates for 2001/02.


BACKGROUND DOCUMENTS : Notification of ACGs, BCAs, and SCAs from various Government departments.


CONTACT OFFICER : Denise Atkinson



Tel. No. 793 2668         


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


KEY COUNCIL POLICIES:           



REPORT DETAILS 

1.
INTRODUCTION


1.1 The Total Annual Capital Guideline (ACG) and Basic Credit Approval (BCA) for Salford has been notified by government departments and a preliminary estimate of internal resources  from capital receipts has been undertaken by the Director of Development Services .

1.2 This report gives a first indication of the possible basis for the allocation of resources and identifies issues for further consideration.

2.
THE RESOURCE AVAILABLE TO SALFORD
2.1
Appendix 1 shows Salford’s ACG, Receipts Taken Into Account (RTIA), Grants and other estimated external contributions for 2001/02. 

2.2
In summary the available external resources for Salford in 2001/02 are estimated to be around £40.468m. Grants and contributions which are reasonably certain to be made available have been included.

2.3
In addition to external resources the City Council can generate resources internally through capital receipts and balances but regard also needs to be given to any other financing adjustments. 

2.4 Internal resources are currently estimated to be available as follows:-











  £m




Usable capital receipts




13.000







Under-programming carried forward from 2000/01 
  3.184












16.184

2.5 In summary the total estimated available resource is as follows:-

External resource




40.468



Internal resource





16.184




Total Estimated Resource Available


56.652

2.6. The City Council has “borrowed” BCA of £4.152m in 2000/01, which is due to be repaid in 2001/02. For 2001/02, there is only £2.820m BCA made available by the DETR as a result of an adjustment of £6.071m for Receipts Taken into Account (RTIA's) which will not allow full repayment to be made. The two local authorities concerned have been contacted to renegotiate repayment, but have not yet been able to give a decision until they have assessed their own capital position.

2.7. The purpose of the RTIA's adjustment is to reflect the ability of a local authority to fund capital expenditure from its own resources and it is based upon capital receipts raised in the preceding year. Given that an unprecedented £30m of receipts has been raised this year, this leads to a significant RTIA's adjustment for next year. An appeal has been made to the Secretary of State that, because £13m of the £30m of the capital receipts this year is to fund the capitalisation of revenue expenditure with the help of a section 40(6) direction and so not available to fund capital expenditure, any capital receipts used under a section 40(6) direction should be ignored for determining the RTIA. A response is awaited

2.8. It should be stressed that as more information comes to light, particularly with regard to specific grants, this figure could increase.

3.
PRELIMINARY ALLOCATION OF RESOURCES
3.1
A strategy for resource allocation has been adopted in recent years which ensures that:-

(i) credit approvals are maximised;

(ii) external resources are maximised through providing matching internal resources;

(iii) revenue implications are minimised.

and for last year:-

(iv) the revenue budget is supported by the capitalisation of certain items of expenditure.

3.2 Appendix 2 shows that the provisional requirement for each service if resources are distributed as in previous years is £58.180m comprising the following:-

  £m

Contractual commitments



11.028


Required to support the revenue budget


  7.648


Bids matching external resources



39.504












58.180

3.3 This approach would leave a resource shortfall, based on current estimates, as follows:-

   £m

Minimum requirement




58.180



Less: Estimated resources available (per para 2.5)

56.652

Resource shortfall




  1.528
4
SERVICE ALLOCATIONS AND ISSUES
4.1
Housing

4.1.1 An allocation at the level of ACG, grants and match funding of £25.767m will enable the HIP bid to be fully funded.

4.1.2
It would not allow any recognition of the issue which has been running for several years of compensation to the HRA for the use of HRA capital receipts by General Fund services and the temporary subsidy rule, for which General Fund "owe" the HRA £0.827m.

4.2
Education
4.2.1 The Chief Education officer has identified spending proposals totalling £9.815m

4.2.2 The Education 2000/01 capital programme has an under programming level of £1.386m which will be available to fund 2001/02 expenditure.

4.2.3 If the ACG, grants and match funding plus £1.386m is allocated a programme of £7.645m could be afforded.

4.2.4 Provision for the relocation of staff from the Chapel Street offices is made separately under the support to the revenue budget.

4.2.5 At this stage ICT infrastructure for schools is not included in this programme, but this is currently the subject of further examination with the Director of Education and Leisure as to how the phasing of expected grants and schools contributions can be used to minimise the impact on 2001/02.

4.3
Highways
4.3.1 The allocation will be £13.749m based on the ACG and grants received.

4.3.2 Highways proposals includes £0.600m expenditure for Trafford Road. It is assumed that additional funding will be made available for this expenditure. Application is to be made to GONW for the previous years' shortfalls on the funding for Trafford Road. 

4.4
Social Services
4.41 An allocation of £0.297m  will enable commitments of £0.074m from the 2000/01 capital programme  to be met and the New Client Information System costing £0.133m to be implemented leaving £0.090m for new proposals

4.42 The majority of the bids for additional building improvement works which total £1.372m could not be afforded

4.5
Other Services
4.5.1 A sum of £7.648m is provided for to support the capitalisation of revenue expenditure and expenditure required to facilitate revenue budget savings e.g. office relocations.

4.5.2 Contractual commitments totalling £2.564m on Arts & Leisure schemes at Salford Quays Watersport Centre and Broughton Pool, and Development Services schemes at Eccles Town Centre and improvements to the Trafford Road/Salford Quays junction .

4.5.3 Other major proposals which remain to be determined under this approach at this stage would be:-

· SRB5 - £5.177m

This is the non housing element of the programme. Further work is being done to identify the likely phasing of expenditure required to be funded in 2001/02 and possible sources of external funding e.g. NWDA.

· Lifetimes - £0.600m

There may be an element of match funding for a successful Lottery application, although whether the full extent of this amount would be required in 2001/02 is doubtful because of the timescales involved with the Lottery bid.

· Development Services £12.585m

There are a number of important strategic regeneration initiatives contained within this total, which are dependent upon external grant aid. It is not yet possible to identify how much external funding will be available and hence how much match funding may be required until programmes are worked up with the funding bodies.

It should be noted that programmes undertaken in previous years for which there would be an expectation of their continuation which are included under this heading are the Chapel Street Corridor £0.500m and the Countryside Partnership £0.520m

· Corporate Services - Call Centre/One Stop Shop - £0.742m

This would not proceed unless external funding through the Government's ICT grant programmes could be secured.

· Personnel - Disabled Access - £0.050m

4.6
Appendix 3 shows the schemes able to proceed using the above strategy for allocation of resources and future year's commitment. Appendix 4 shows other schemes about which funding remains to be determined.

5 OTHER ISSUES FOR CONSIDERATION
5.1
Capital receipts

5.1.1
Major disposals include Albert Mill Site, Chapel Street Education offices, Crescent House, 


Michigan Avenue, Swinton Precinct, Vulcan House, Wilburn Street Basin and a share of  the Quays Campus receipt. Failure to achieve any of these receipts will have a significant impact on the ability to fund the capital programme

              5.1.2
The Director of Development Services has concern that the Council may not be able to maximise the potential capital receipt from the sale of Swinton Precinct in 2001/02 as the full value from future rent reviews may not be obtained.

5.2
Borrowed BCA

5.2.1
It has been assumed that repayment of the full amount of the borrowed BCA can be deferred or replaced by new borrowed BCA in 2001/02. Verbal confirmation has been given that £2m can be repaid in 2002/03 , failure to secure the remaining £2.1m will result in a reduction in the available resources.  

5.3 Highways assumption
5.3.1
The estimated cost of the Manchester and Salford Inner Relief Route in 2001/02 is higher than the allocation. It is assumed that funding will be brought forward from future years to ensure the scheme progresses.

5.4
Walkden Town Centre
5.4.1
Members have agreed that the capital receipts of £2.5m from the sale of Pembroke Halls will be reinvested in Walkden Town Centre.

5.4.2 Refurbishment of retail units in the Ellesmere Centre to a capital value of £1.5-1.7m to provide community facilities would be more cost effectively funded from revenue through the rent charge on the units to be taken.

5.4.3 Provision needs to be made for the remaining investment of between £0.8m and £1m to cover works to Worsley Pool and relocations of community facilities. Not all of this would fall in 2001/02 even if commissioned immediately, but work is required to clarify the phasing of expenditure.

5.5
Capitalisation of revenue

5.5.1
It should be noted that at this stage this report does not make allowance for any further capitalisation of revenue expenditure which may be required to achieve a balanced revenue budget.

6 CONCLUSION

6.1 This report identifies the potential for a capital programme of around £58m.

6.2 Whilst current indications suggest this would be around £1.5m in excess of available resource, this would be an acceptable over-programming level upon which a capital programme could be based.

6.3 There is scope to explore the potential for additional funding to bridge the gap.

6.4 There also remains a number of areas where further clarification of expenditure levels and funding sources is required 

6.5 However, even at this level of programme, there may be some important priority schemes which could not be afforded.

7 RECOMMENDATION 

7.1
Members are requested to note the current position pending a report back on outstanding issues and to indicate whether any of the potentially unfunded proposals should be treated as priority for funding in the 2001/02 capital programme.




COUNCILLOR D. ANTROBUS





Lead Member for Corporate Services
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