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This report provides an overview of the budgetary position of the City Council’s capital programme for the period April to June 2009. 
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(i) Note and comment on the budgetary position and performance aspects of the capital programme. 
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CORP30/09


27 July 2009

CAPITAL BUDGET OVERVIEW AND MONITORING REPORT

APRIL TO JUNE 2009

1. BACKGROUND INFORMATION AND OPTIONS

1.1 In accordance with the City Council’s Financial Procedure Rules, the Director of Corporate Services is required to report to the Executive on the overall budget position, the monitoring and control of expenditure against budget allocations and the exercise of virement on a regular basis. It is the responsibility of individual Directors to control income and expenditure within their areas of responsibility and to monitor performance, taking account of financial information provided by the Director of Corporate Services

1.2 All Managers receive a monthly budget monitoring report covering their areas of responsibility.  Information is collated from the main accounting system and then adjusted to correct any known budget profiling trends, timing differences and commitments. The report has been developed in line with the need to provide sound financial management information to inform the decision making process, which is also a requirement of the Use of Resources assessment. 

1.3
Throughout the report, the use of brackets indicates a credit or income budget, and 

the term underspend also relates to additional income generated. 

1.4 It is important to understand the distinction between capital and revenue expenditure. 

Capital expenditure is for fixed assets such as acquisition of land and buildings, construction, conversion or enhancement of existing buildings, or the purchase of new technology, vehicles, plant, machinery or equipment that yields benefits to the Council and the services it provides for more than one year. 

Revenue expenditure is for the day to day running costs of providing Council services such as staff costs, premises, transport, and goods and services used in the delivery of services.

The general rule is that all expenditure must be treated as revenue expenditure unless it meets strict criteria allowing it to be treated as capital expenditure.

2.
CAPITAL BUDGET OVERVIEW 

2.1 The following statement shows the annual capital programme for 2009/10:

	
	£

	Original 2009/10 Programme (approved February 2009)
	8,829,500

	Carry Forwards from 2008/09
	4,071,000

	Additional Regional Housing Pot for Disabled Facilities Grants
	478,000

	Contributions towards Trinity Church MUGA (CS27/09 Exec 5 May 09)
	63,000

	Revised 2009/10 Capital Programme (at June 2009)
	13,441,500


Note:

1. The Lottery Commission have approved a grant of £869,500 for the development of Chances Park.  The split between capital and revenue is being checked before the budgets are amended.  It is likely that the majority of the expenditure will occur in 2009/10 and 2010/11.

2.2 A breakdown of the revised capital programme can be found in Appendix A. 


3.

2009/10 BUDGET MONITORING

3.1 
The position statement as at June 2009 can be summarised as follows:

	Directorate
	Revised Annual Budget 

£
	Budget to June 2009 

£
	Expenditure to 

June 2009

£
	Variance to date 

£
	Para. Ref.

	Community Services
	4,975,500
	460,575
	458,199
	(2,376)
	3.3

	Corporate Services
	429,400
	8,925
	27,077
	18,152
	3.4

	Development Services
	7,946,900
	380,000
	283,234
	(96,766)
	3.5

	Legal & Democratic Services
	89,700
	0
	0
	0
	3.6

	Total
	13,441,500
	849,500
	768,510
	(80,990)
	


A detailed analysis of the schemes within each directorate can be found in Appendices B to E with the main issues for each directorate being summarised in the paragraphs below. 

3.2 The underspend as at June against the profiled expectation of spend is £80,990, and the balance remaining of the annual budget of £13,441,500 is £12,672,990.  Projects are monitored by the Corporate Projects Board to establish reasons for any delays in the project and this is reported here as part of the ongoing monitoring.

Accurate budget profiles have been requested from Project Managers to facilitate the budget monitoring process and ensure expenditure is accurately recorded against budgets.  This work is still ongoing and reminders are being given to Project Managers to ensure these profiles are received and are regularly reviewed.

3.3 There are no major variances in the Community Services Directorate to report.

3.4 The variance in Corporate Services relates to an overspend on the IT Replacement Programme against profiled budget.  Expenditure is however expected to remain within the annual budget approved.  The Document Image Processing scheme is on hold pending the work on the RBS Shared Services project.

3.5 The schemes in Development Services are currently on target with the exception of Disabled Facilities grants and Empty Property grants.  Grants for Empty Properties are currently in excess of expectations but are anticipated to remain within budget as the year progresses.  Committed expenditure on Disabled Facilities grants is expected to reduce the underspend throughout the year.  The Hostel Replacement Project cannot progress as originally intended and further reports will be presented to a future Executive with revisions to the scheme.

3.6 The budgets within Legal & Democratic Services relate to the Millennium Gallery. It is anticipated that the final expenditure will be incurred during 2009/10.  

3.7 A number of schemes are included in the capital programme for 2009/10 that require reports to be presented to the Executive for the release of funding before the schemes can go ahead.  To date these schemes total £785,000 as detailed in the following table.  If funding is not released in the near future the slippage may necessitate carry forward requests at the year end.  This situation is obviously to be avoided if at all possible as variances impact adversely on the Use of Resources assessment. 

	Scheme
	Budget (£)
	Note

	Housing Foyer (from 2008/09)

Industrial Estates Maintenance

Play Areas

CCTV

Old Town Hall
	300,000

215,000

50,000

70,000

150,000
	1


Note:

1. A report is presented elsewhere on this agenda to request the release of this budget.

2. FINANCING

2.3 The 2009/10 capital programme can be financed as follows:

	
	£

	Total Programme to be financed (para 2.1)
	13,441,500

	Financed by:
	

	Capital Receipts (including PRTB receipts)
	7,661,800

	Capital Grants
	

	· Regional Housing Pot 
	1,600,000

	· Disabled Facilities Grant
	663,000

	· General
	3,356,700

	Direct Revenue Financing
	0

	Other Reserves and Contributions
	160,000

	Total Financing
	13,441,500


5.
CAPITAL RESOURCES

The following table shows the position as at June 2009 of the capital resources due to be received during 2009/10:

	Capital Resources
	2009/10

Budget

£
	2009/10

Actual

£
	2009/10

Variance

£
	Note

	Capital Receipts

· General

· Repayment of Renovation Grants

· PRTB Sharing agreement
	(850,000)

0

(400,000)
	(81,520)

0

0
	768,480

0

400,000
	1

2

	Capital Grants 

· Disabled Facilities Grant 

· Regional Housing Pot

· Hostel Replacement

· General
	(663,000)

(1,600,000)

(1,890,000)

(60,000)
	(663,000)

(1,600,000)

0

0
	0

0

1,890,000

0
	3

4

5

	Capital Contributions
	    (63,000)
	(3,945)
	59,055
	6

	Total
	(5,526,000)
	(2,348,465)
	3,177,535
	


Note:

1. The £850,000 relates to general asset sales including land at Raffles.  In light of the current property market, the current projections may not be met but the situation will continue to be closely monitored and further reports will be presented to the Executive as appropriate. 

2. PRTB income for the year is received on 28 April following the year-end but is accrued into the relevant year. It should be noted that information has been received from Carlisle Housing Association forecasting that the income from PRTB receipts for 2009/10 is likely to be less than £250,000 with only 6 sales projected during the year.  This will lead to a shortfall in capital receipts and the reduction will be included in the Medium Term Financial Plan/Capital Strategy and future budget monitoring reports.  

3. The Regional Housing Pot allocation has been increased to £1,600,000 as reported to Members of the Executive in June 2009 (CORP15/09). 

4. Grant from DCLG has been awarded in relation to the Hostel Replacement project which is subject to further review and consideration at a future Executive.

5. Grant is expected towards the cost of the Old Town Hall (£60,000). 

6. Contributions from other organisations are expected towards the cost of the Trinity Church MUGA (£63,000). 

An additional £227,000 has been received from DCLG for a Disabled Facilities Grant pilot.  There are no conditions attached to the grant in relation to whether it can be used for capital or revenue purposes and will run during 2009/10 and continue into 2010/11.  A full business case is being prepared which will identify how the funding will be spent and a report will be presented to a future Executive. 

3. BALANCE SHEET MANAGEMENT
3.3 In line with CIPFA guidance, best practice and to aid improvements in the Use of Resources assessment, information relating to significant capital items on the Council’s balance sheet is provided in this section. The information concentrates on those items that may have a material impact on the Council if not reviewed on a regular basis and will ensure that the Council is using its resources effectively and that appropriate governance arrangements are in place around the use of Council assets and liabilities.

3.4 Fixed assets are revalued on a five-year rolling programme to ensure that an up to date value is held in the balance sheet. The revaluation programme is the responsibility of the Property Services section. It should be noted that some expenditure will be incurred during the course of the year which can be correctly classified as capital expenditure, but which will not increase the value of any of the Council’s assets. This expenditure is written off to the revaluation reserve or through the Income and Expenditure Account as appropriate. 

3.5 The value of fixed assets is a significant part of the balance sheet. In the 2008/09 accounts, fixed assets totalled £143m (2007/08 £150m). This represents 87% of the net current assets of the City Council.

6.4
Debtors

This relates to the amount of income due to the Council that has not yet been received. For capital items, this mainly relates to grants and contributions that the Council is able to claim towards funding capital expenditure, and receipts for the Council’s share of the PRTB (Preserved Right to Buy) agreement. Generally capital debtors arise due to timing differences where a cut off point occurs (e.g. the financial year-end) and/or expenditure has been incurred in advance of making the grant claim. As at 30 June 2009 debtors of £0.81m (£1.1m at 31 March 2009) were outstanding for capital grants, contributions and receipts.  PRTB receipts for 2008/09 were received in May in accordance with the agreement, but as stated in paragraph 5 future receipts, based on information from CHA on sales to date, are likely to fall short of the targets for 2009/10. 

6.5
Creditors

This is the amount of money due to be paid by the Council for goods and services received from its external customers and contractors. For capital schemes this also includes retentions i.e. the amount due to the contractor after a specified period (normally one year) following the completion of a project; this time is used to assess and correct any defects outstanding on the scheme. Amounts earmarked for retention as at June 2009 totalled £36,528 (£316,250 at 31 March 2009). 

4. PERFORMANCE

4.3 
The 2009/10 programme has been kept to a level that takes account of the Council’s ability to deliver schemes with regard to capacity and available resources. Work is ongoing to monitor the profiling of budgets, and these are adjusted to reflect progress in current capital schemes. This will inform the level of budgets that need to be carried forward at the end of the year. 

4.4 The Corporate Projects Board continues to monitor the whole capital programme.  Progress against those schemes that are behind schedule or are underspending (which is generally a timing issue) is highlighted, and further information is sought from the relevant project managers. 
4.5 A review of all capital expenditure incurred is ongoing to ensure that the expenditure has been correctly allocated between revenue and capital schemes. This will facilitate the year end classification of assets. 

5. CONSULTATION
8.1
Consultation to Date.

SPG have considered the issues raised in this report.

8.2
Consultation proposed.


Resources Overview & Scrutiny Panel will consider the report on 25 August 2009.

6. RECOMMENDATIONS

(i) Note and comment on the budgetary position and performance aspects of the capital programme.

10.
REASONS FOR RECOMMENDATIONS

As stated above.

11.
IMPLICATIONS

· Staffing/Resources – Not applicable

· Financial – Contained within the main body of the report

· Legal – Not applicable

· Corporate – SMT have been involved in the preparation of this report.

· Risk Management – Not applicable

· Equality Issues – Not applicable

· Environmental – Not applicable

· Crime and Disorder – Not applicable

ANGELA BROWN

Director of Corporate Services

Contact Officer: 
Emma Gillespie



Ext:
7289
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