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REPORT OF 

THE HEAD OF HOUSING SERVICES 


TO HOUSING LEAD MEMBER on 26th AUGUST 2004


TITLE: PRIVATE SECTOR CAPITAL PROGRAMME 2004/05

RECOMMENDATIONS:


1. That Lead Member notes the position of the programme as at the 31st July 2004 and receives further reports throughout the year especially as the implications of the final position from 2003/04 upon 2004/05 are resolved.



EXECUTIVE SUMMARY:

This report details the current position for the 2004/05 Private Sector Capital Programme and the possible impact of the 2003/04 programme on this.


BACKGROUND DOCUMENTS:

(Available for public inspection)

Approved capital programme 2004/05

Regeneration Monitoring Data

Financial Information from SAP


ASSESSMENT OF RISK:

	Failure to monitor the programme could result in significant overspends or under utilisation of resources and failure to maximise external funding opportunities.




THE SOURCE OF FUNDING IS:

	Not applicable as the report is commenting on the financial position.


LEGAL ADVICE OBTAINED:

	Not required for this report.


FINANCIAL ADVICE OBTAINED:

	Report prepared by the out stationed Principal Group Accountant for Chief Executive’s.


CONTACT OFFICER:

Nigel Dickens 0161 793 2585


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

All


KEY COUNCIL POLICIES:

COUNCIL CAPITAL BUDGET 2004/05


DETAILS (Continued Overleaf)

1.0 Background Information
1.1 The Council has approved a Private Sector Capital Programme of £34.6m for 2004/05 and it is the responsibility of officers to manage and monitor this on behalf of the Council.

1.2 During the last few months’ officers from Housing, Seedley and Langworthy, New Deal for Communities, Development Services and Chief Executive’s have been working together to develop the programme for 2004/05 and the commitments arising from this into 2005/06 and future years. This is to help formulate the discussions for next year’s programme and the next Housing Market Renewal prospectus

1.3 This is to ensure that the programme meets not only the requirements of Housing but also the different regeneration initiatives such as Housing Market Renewal (HMR), Single Regeneration Budget, New Deal for Communities and English Partnerships.  

2.0 Details of Report

2.1 2003/04 Final Position and Reasons for Variance

2.1.1 It will be recalled from previous meetings that the 2003/04 private sector capital programme overspent the available resources by £2.2m for numerous reasons as outlined below. 

2.1.2 The Salford - Manchester Pathfinder status for HMRF was only granted 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 this should it have come through. Through HMRF there has been a fundamental increase to the size of the capital programme.
2.1.3 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.
2.1.4 It was absolutely imperative that the Pathfinder did not fail to deliver in the first year as this would affect future year's allocations and reputation with the ODPM, therefore within Salford high levels of overprogramming were built in to achieve this plus still doing this had the EP money come through.
2.1.5 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.
2.1.6 It is of great credit that Salford has delivered in the first year of the Pathfinder and although this has resulted in a slight overspend on the programme Salford should be proud of it's achievements as this will stand the authority in a good position as the next prospectus is submitted to the ODPM.
2.2 Possible Impact of 2003/04 Outturn on 2004/05

2.2.1 The City Council as part of the final accounts process for 2003/04 is considering the impact of the final outturn position for the whole programme on 2004/05.
2.2.2 As such consideration is being given to clawing back the £2.2m out of the resources approved for 2004/05. In theory this would seem to be a logical approach as the additional expenditure in 2003/04 occurred by bringing schemes forward from 2004/05 to achieve the reasons set out in section 2.1.

2.2.3 However as has been discussed at previous meetings the costs of acquisitions and schemes have been rising at a considerable rate; thereby reducing the ability to identify the payback without cutting back the programme.
2.2.4 Before further considering the impact of any clawback the current position for 2004/05 requires considering.
2.3 Actual Position as at 31st July 2004

2.3.1 Although the approved programme is £34.6m, this included £5.5m for Approved Development Programme and therefore for monitoring purposes the resources would be £29.3m, after allowing for other slight variations to resources.
2.3.2 The £29.3m does not allow for the clawback and where this to be implemented then the resources would be £27.1m and until there has been a Council resolution that clawback will not apply or be deferred this is the level that has to be currently monitored against. This clawback would reduce the amount of Council resources available to support the programme from £7.28m to £5.003m.

2.3.3 Following numerous meetings and review groups the current forecast spend for 2004/05 is £29.6m therefore giving an overprogramming level of £2.6m. 
2.3.4 As at the 31st July 2004 actual expenditure incurred was £4.6m or 17% of the programme. An exercise has also been undertaken to review the level of commitments and this is currently at £12.6m or 46% of resources. The table below shows the commitments against the funding sources:
	
	Committed
	Funding Source
	% Committed

	
	
	
	

	English Partnership
	0.785
	5.0
	16%

	City Council
	4.684
	5.003
	94%

	HMRF
	4.715
	13.009
	36%

	New Deal
	0.412
	1.300
	32%

	SRB 5
	1.354
	1.602
	85%

	Other Grant
	0.610
	1.152
	53%

	
	
	
	

	Total
	12.560
	27.066
	46%

	
	
	
	


2.3.5 The table demonstrates all the Council resources are almost fully committed and therefore if clawback were to apply no further schemes could be progressed using Council resources.

2.3.6 The way many of the grant regimes operate and the way the programme is structured means that often Council resources are required to complement external funds. Thus the clawback if implemented could affect these external grants and the achievement of outputs.

2.3.7 What is also of concern is that to date there has been no confirmation of funding from English Partnerships and if this is not given or at a different level then this could fundamentally alter the programme.

2.4 Possible Way Forward

2.4.1 Approaches have to be made to the Council to defer the clawback to allow this to be programmed in over this year and next as it is late in the current year to apply it to 2004/05.

2.4.2 Obviously the 2004/05 programme will be kept under constant review to see if clawback can be managed within the current approved resources.

3.0 Conclusions

3.1 The implications of the success from 2003/04 and the overspend will have serious implications on 2004/05 if clawback is applied.

4.0 Recommendations
4.1 That Lead Member notes the position of the programme as at the 31st July 2004 and receives further reports throughout the year especially as the implications of the final position from 2003/04 upon 2004/05 are resolved.
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