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REPORT OF THE DIRECTOR OF CORPORATE SERVICES




TO THE LEAD MEMBER FOR CORPORATE SERVICES                                             
ON  MONDAY 1st JULY 2002



TITLE : 2002/03 CAPITAL PROGRAMME

RECOMMENDATIONS :

1. Lead Member is requested to agree that, subject to consultation with appropriate 

Directors  a report is presented to Cabinet Briefing on the 9th July seeking their agreement to the allocation of surplus resources as detailed.



EXECUTIVE SUMMARY :

The report provides details of the current position regarding the 2002/03 capital 

programme and sets out the proposals for the allocation of surplus resources.



BACKGROUND DOCUMENTS :

(Available for public inspection)

1.      Report to Lead Member  24th June 2002

2.      Various working papers within the Finance Division



CONTACT OFFICER :
Chris Mee
 793-2685



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



KEY COUNCIL POLICIES : Capital Programme 



                                                REPORT DETAILS

1.    INTRODUCTION
1.1 This report is being presented to appraise members of the current position regarding the 2002/03 capital programme and to agree a strategy for the allocation of surplus resources, taking into account the risks and assumptions set out below.

2.   CAPITAL PROGRAMME 2002/2003 

2.1 At the last Lead Member briefing, consideration was given to a report on the 2001/02 provisional capital outturn and its impact on the 2002/03 capital programme. In summary,  the position has moved on from the originally approved programme as follows :-

                                                                      Approved          Current 

                                                                       Council            Position

                                                                       20/3/02

                                                                           £m                    £m

Planning Level                                         63.308              75.944

      Resource Level                                         57.551              70.999

      Resourced Schemes                                  56.119              69.404

      Resources Available for Distribution         1.432                1.595

2.2 The key outstanding funding issues which remained to be determined when Council approved the capital programme in March were :

-     maximising spend on private sector housing to at least the ACG level (including  

maintaining expenditure in Seedley / Langworthy at the level for which commitment had been given to the NWDA)

· maximising spend on highways to at least the ACG level

· continuing to put investment into Chapel St to honour previous funding commitments to the RDA.

2.3 It was agreed that a report would be made back to Cabinet on the scope to distribute available resource following clarification of unresolved issues over spending and funding.

3.    RISKS AND ASSUMPTIONS
3.1 In considering the strategy for allocation of  the remaining balance of resources to unfunded schemes, members need to be aware of the key assumptions and risks which currently remain inherent in the programme.

3.2 The key assumptions and risks are as follows :-

3.2.1 Capital Funding

· Borrowed BCA  -  within the minimum resource level, there is an assumed level of borrowed basic credit approval of £1m, £0.617m of which has been secured. This includes an offer of £0.542m from Oldham MBC on behalf of the GMWDA. This amount is based on all Greater Manchester Authorities taking up their allocation of the total available to be lent by the Disposal Authority. Early indications received from Oldham are that 3 of the authorities will not wish to take up their share, which would increase Salford‘s allocation to £1.541m. This would generate additional resources in the year of £0.616m, but all £1.616m would need to repaid in 2003/04.

· Trafford Rd Improvement - resources of £3.107m  have been allocated to Salford for the completion of this scheme in 2002/03. The final contract settlement has now been  approved

      by Lead Members for Corporate and Development Services in the sum of £11.475m, which

      will require final payments in the year of  £0.718m. Discussions are ongoing with GONW

      to secure the remainder of the available funding for the main Highways Block 3 programme.

      It should be noted that it was assumed £1.5m of the resources given were a repayment of     

      amounts funded on the scheme by the City Council in previous years.           

· Usable Receipts - The current target for usable capital receipts in the year requires £0.750m to be generated from Housing Right to Buy sales of £3m. Progress towards this target has been slow during the first quarter of the year due to a backlog in the processing of applications. Only £0.188m of sales have been completed against a target of  £0.750m at 30th June. Cabinet has been appraised of the staffing problems encountered within Housing which have led to the backlog and remedial action has been taken to address the problem. There are now 73 Sales with Legal Services for completion, with a further 450 applications being processed by Housing. The average selling price in 2001/02 was around £21,000, with 143 sales being completed in the year. Given the level of applications in the system it is expected that the target set will be achieved by the end of the financial year. 

· 2001/02 Provisional Outturn - There remain several funding issues to be settled with regard to the 2001/02 outturn figures which may change the surplus of resources to be carried forward to 2002/03.   

3.2.2  Capital Expenditure

· Eccles Town Centre - there remains an outstanding issue regarding the settlement of compensation to Kwik Save. The provision included within the programme for this settlement  based on advice from the City Council‘s agents is £1.5m, with an interim payment of £1.355m having been made to Kwik Save in 2001/02. There current claim is for £4.09m which would require an additional provision of £2.509m. Negotiations with Kwik Save are ongoing and it is hoped the settlement will be at the level provided for in the programme.

· Seedley and Langworthy - the current resourced programme is £3.893m with a planning level of required expenditure to meet GONW targets of £6m, leaving a funding shortfall of £2.107m.Current monitoring information provided by Housing indicates a minimum required programme in the year of £4.722m to meet existing commitments and maximise grant allocations. This would require a further £0.829m of City Council resources to fund the programme to that level. 

· Highways - the current programme provides for expenditure of  £1.952m on the main Highways  Block 3 programme against a Transport ACG allocation of £4.179m. Whilst the Trafford Road settlement may , subject to agreement with GONW allow resources of £1.389m to be transferred to Highways main programme, this would still require a further £0.838m of City Council resources to match this years allocation and safeguard future allocations from the DTLR. 

4. DEVELOPMENT OF THE CAPITAL PROGRAMME STRATEGY

4.1 If it is assumed that :-

· Borrowed BCA  -  is available and taken up to the maximum additional available

· Trafford Road  -  the necessary approvals are given by GONW to reallocate TSG and SCA to

         to other highway purposes

· Usable Capital Receipts -  particularly from right to buy sales will be realised as currently                       

         assumed in the programme

· 2001/02 Capital Outturn -  will not have any significant detrimental effect upon the 2002/03 

         programme

      then the total resource available for distribution would be £2.211m (i.e. £1.595m currently 

      available plus £0.616m additional borrowed BCA).

4.2 Arising from an initial meeting with GONW last week, it is increasingly apparent that if the 

City Council spends to the level of the ACG for private sector housing and highways it would avoid the possibility of its capital resources being penalised in future years for failure to spend ACG.

4.3 The current situation in relation to ACG for both private sector housing and highways is as 

follows :-

       Private Sector Housing


               Source Of Funding


Single      Capital Pot (ACG)

£m
   Grants

      £m
Capital

Receipts

£m
   Total

     £m

Government Funding

Planning Level

Approved Programme

Current Position

Funding required to meet ACG
    5.632

    5.632

    4.461

    4.461

    5.632


    2.415

    2.415

    2.415

    2.965

    2.965


        -

     2.686

        -

        -

        -


   8.047

 10.733

   6.876

   7.426

   8.597



Additional funding required
    1.171
        -
        -
   1.171

      Within these totals, the following would be the funding position for Seedley / Langworthy, 

      assuming all the additional funding is allocated in this area :


               Source Of Funding


Single      Capital Pot (ACG)

£m
   Grants

      £m
Capital

Receipts

£m
   Total

     £m

Government Funding

Planning Level

Approved Programme

Current Position


        -

    1.464

    1.493

    1.493

  
    1.850

    1.850

    1.850

    2.400

            
        -

     2.686

        -

        -

 
   1.850

   6.000

   3.343

   3.893 

 

Revised position with additional funding
    2.664
    2.400 
        -
   5.064

      The planning level of £6m is the desired level to satisfy the expectations for investment in the

      Seedley and Langworthy area. With the additional funding, this would still remain 

      approximately £1m below the planning level.

      Highways

      
               Source Of Funding


Single      Capital Pot (ACG)

£m
TSG

      £m
SCA

£m
   Total

     £m

Government Funding

- Integrated Transport / Maintenance

- Inner Relief Route

- Trafford Rd


    4.179

       -

       -


       -

    4.753

    1.554

            
        -

    4.752

    1.553

   
   4.179

   9.505

   3.107 

         


    4.179 
    6.307
    6.305
  16.791

Planned Programme

- Integrated Transport / Maintenance

- Inner Relief Route

- Trafford Rd


    3.179

       -

       -

  
    1.000

    4.753

    0.554

            
        -

    4.752

    1.553

 
   4.179

   9.505

   2.107 

            


    3.179
    6.307
    6.305
  15.791

Approved Programme

- Integrated Transport / Maintenance

- Inner Relief Route

- Trafford Rd


    0.952

       -

       -

  
    1.000

    4.753

    0.554

            
        -

    4.752

    1.553

 
   1.952

   9.505

   2.107 

            


    0.952
    6.307
    6.305
  13.564

Current Position (assuming reallocation of TSG / SCA)

- Integrated Transport / Maintenance

- Inner Relief Route

- Trafford Rd


    0.952

       -

       -


    1.195

    4.753

    0.359  

    
    1.194

    4.752

    0.359


    3.341

    9.505

    0.718




    0.952
    6.307
    6.305
  13.465

Funding required to meet ACG

- Integrated Transport / Maintenance

Additional funding required


    1.790

    0.838


    1.195

  
    1.194
    4.179

    0.838



4.4 To meet this requirement would necessitate the following distribution of additional resources :-

                                                                        £m

Private Sector Housing                                 1.171

(which would all need to be allocated to

  Seedley / Langworthy)

Highways                                                      0.937
                                                                      2.108      

4.5 The remaining £0.103m could be distributed to Chapel St.

5.    RECOMMENDATIONS

5.1 It has not yet been possible to consult fully with colleague directors on the possible strategy 

      outlined above.

5.2 Lead Member is requested to agree that, subject to consultation with appropriate directors, a report is presented to Cabinet Briefing on the 9th July seeking their agreement to allocation of surplus resources as detailed above.

                          J. SPINK                                                A. WESTWOOD

                      Head of Finance                                   Director of Corporate Services






