	
	ITEM NO.


REPORT OF THE DIRECTOR OF STRATEGY AND REGENERATION 

To the LEADER AND LEAD MEMBER FOR CUSTOMER AND SUPPORT SERVICES

ON 13 DECEMBER 2004

TITLE:  Salford Moneyline Funding of Overheads

________________________________________________________________

RECOMMENDATIONS:

(1)That members consider whether they wish to assist Moneyline in meeting their revenue shortfall for 2004.

(2)That  subject to (1) above members approve a grant of £75,000 in 2004 to be funded from the either the City’s revenue or capital programmes for 2004/05.

________________________________________________________________

EXECUTIVE SUMMARY:

Moneyline have identified a shortfall of  £75,000 in their revenue budget which funds the overheads of the organisation. They have approached the City Council to request assistance in making up that shortfall.  

______________________________________________________________

BACKGROUND DOCUMENTS:  

SRB Project files and monitoring records

Information provided by Moneyline
________________________________________________________________

ASSESSMENT OF RISK:

Failiure to support Moneyline would put at risk their future sustainability

THE SOURCE OF FUNDING IS:

Dependant on the above recommendation either City Council Revenue Budget or Capital Receipts.

LEGAL ADVICE OBTAINED:

none

FINANCIAL ADVICE OBTAINED:

Nigel Dickens – Customer and Support Services 

CONTACT OFFICER:

Sue Ford – Strategy and Resources

Nigel Dickens – Customer and Support Services
________________________________________________________________

WARD(S) TO WHICH REPORT RELATES:

City wide

KEY COUNCIL POLICIES:
Community Plan and Neighbourhood Renewal Strategy

DETAILS:

Purpose of the Report

To inform the Leader and Lead Member for Customer Services of the situation with regard to funding of overhead costs at Salford Moneyline in 2004 and 2005. 

To seek approval for additional funding in the sum of £75000 from the City Council to assist with Salford Moneyline’s overhead costs in 2004.    

Background 

Salford Moneyline is currently supported by the City Council through SRB5 and ERDF. The project has also received grants from various sources such as the Tudor Trust and Barclays Bank and administers the Phoenix Fund. The NWDA approved SRB5 grant in February 2001. Since then SRB5 funding has paid capital grant to the loan fund and revenue to cover overheads. The project will continue to receive SRB capital grant until the end of March 2006. 

Moneyline estimate that their capital position at the end of October 2004 is £844,000 – this is made up of the outstanding loan book less provisions for bad debts and the credit bank balance.  Next financial year there will be a further £142,000 of SRB capital added to the balance.

Funding of Overhead Costs

Since 2001 Moneyline have been working towards becoming sustainable in terms of overheads but this is taking a little longer than they first anticipated as income is generated for this from interest gained from loans as well as ERDF and other grants. Over the past two years some SRB capital grant has been converted to revenue to assist in funding overheads.   

Salford Moneyline approached the Leader in November to outline a deficit in their income to cover their overhead costs in the current calendar year (Moneylines financial years run January to December). At the meeting Moneyline suggested that this deficit would amount to £80,000 in the current year. A subsequent meeting of officers and Moneyline has now identified that this amounts to £75,000.

Moneyline have provided the City Council with a copy of their latest audited accounts and estimates for income and expenditure for 2004 and 2005 as background information. It should be noted that through regular monitoring returns the historical information had already been discussed.  

The problem commenced in previous years’ when the eligibility of ERDF grant to cover overheads changed and resulted in a lower grant figure. Previously SRB capital has been converted to revenue to make up the shortfall.

The position has been compounded because Business Loans are not progressing as planned. Loans are being made as expected but these are being repaid much earlier than anticipated. Loans made are not therefore yielding as much interest as expected. Moneylines business therefore needs to extend into other areas which will generate the income necessary.  

Moneyline do have sufficient cash in the bank to cover these overheads but would be using loan fund capital to do this. This would effectively erode their capital base for the future and would decrease their income generation potential from interest earned. If this were to continue year on year their capital would reduce, as would their ability to assist businesses and residents.  

Potential Funding 

Housing Services have now commenced discussions with Moneyline around Home Improvement Loans and Equity Release Loans and their potential input. These financial packages have taken longer to develop than first anticipated and Moneyline have been keen to work with the City Council in this area since the possibility of these financial packages was first discussed.      There is potential here for Moneyline to administer these financial packages for residents in the Housing Market Renewal (HMR) area. HMRF could provide fees to Moneyline to assist residents with these loans. Negotiations are in their early stages and it is unlikely that these schemes would get underway before summer 2005. This could, however, provide a potential source of income to Moneyline in the future.

Moneyline have put forward a case for Neighbourhood Renewal Funding (NRF) in 2005/06 for £80,000 to cover the deficit anticipated next year. This could be reduced if the Housing Loan schemes are agreed and begin to generate fees next year. A decision on NRF is not anticipated until next calendar year which will be too late to address Moneyline’s problems in 2004.
It is in the current calendar year that Moneyline have a revenue deficit, currently £75,000 The City Council has currently no identified revenue budgets to fund this amount. However, Moneyline have stated that if the City could identify capital funding they would be able to release other capital funds for revenue purposes. Similarly to revenue there is no current capital budget for this and if it were supported then it would have to come from capital receipts for 2004/05. 
SRB5 has in the past been able to help with this but the NWDA are insisting that we adhere to the Capital/Revenue split identified in the 2004/05 Delivery Plan. This is because they themselves are over committed on revenue this year. All SRB capital this year is committed so additional SRB could not be offered to allow Moneyline to release some revenue. Also any additional SRB would need NWDA approval as this is a non-delegated project – this is not feasible in the timescale available. 

Moneyline are looking for an early decision on this issue in order to include any additional grant before the end of year in there audited accounts.

