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Summary:

This report provides an overview of the Council’s budgetary position on the capital programme for the period April to December 2009. As well as monitoring the progress of the schemes within the capital programme, the report includes details of the capital resources available to the authority, how the 2009/10 programme is financed, and information regarding balance sheet management.

Members’ attention is drawn to the budgetary position as at December 2009 which shows an underspend of £683,204.  Budgets have been reallocated during the 2010/11 budget process.  Slippage of £4,787,200 has been identified and reprofiled to future years, and £1,049,800 has been returned to reserves.   Appendix A shows movements on the 2009/10 capital programme, and Appendices B to E contain details of the schemes by directorate.
Questions for / input required from Scrutiny:

Members are asked to note the variances contained within the report and the forecast position at the year end.

Recommendations:

Members of the Resources Overview and Scrutiny Panel are asked to note the overall budgetary position for the period April to December 2009. The Executive considered this report on 15 February 2010.
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RD73/09

15 February 2010

CAPITAL BUDGET OVERVIEW AND MONITORING REPORT

APRIL TO DECEMBER 2009
1. BACKGROUND INFORMATION AND OPTIONS

1.1 In accordance with the City Council’s Financial Procedure Rules, the Assistant Director (Resources) 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/Assistant Directors to control income and expenditure within their areas of responsibility and to monitor performance, taking account of financial information provided by the Assistant Director (Resources).
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. 

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.
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.

2.
CAPITAL BUDGET OVERVIEW 

2.1 The following statement shows the annual capital programme for 2009/10:
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Revised 2009/10 Capital Programme (at Sept 2009) 16,181,900

Funding returned to reserves from Hostel Replacement (690,000)

Carry forwards into 2010/11 (4,787,200)

Return to Reserves pending further reports to Executive (1,049,800)

Revised 2009/10 Capital Programme as per RD63/09 9,654,900

Revenue funding for Revenues & Benefits Shared Service 40,000

Revenue funding for DDA - Accessibility Improvements 8,500

Contribution towards Waste Minimisation Scheme 33,200

Revised 2009/10 Capital Programme (at Dec 2009) 9,736,600


Note:
Budget proposal presented to Council in February 2010 requested the approval of £4,787,200 to be carried forward into 2010/11, and £1,049,800 to be returned to reserves pending further reports to the Executive on the respective schemes.  This reduces the annual budget to £9,654,900.  Additional contributions and revenue funding have recently been identified and the revised capital programme is now £9,736,600. 
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 December 2009 can be summarised as follows:

[image: image2.emf]Revised 

Annual 

Budget

Budget to 

Dec 2009

Expenditure 

to Dec 2009

Variance 

to date

Additional 

Carry 

forwards 

identified

Para. 

Ref.

£ £ £ £ £

Community 

Services

4,697,100 2,801,869 2,509,815(292,054) 496,000 3.5

Corporate 

Services

400,900 156,318 159,612 3,294 0 3.6

Development 

Services

4,608,900 3,145,172 2,750,728(394,444) 0 3.7

Legal & 

Democratic 

Services 

29,700 0 0 0 0 3.8

Total 9,736,600 6,103,359 5,420,155(683,204) 496,000

Directorate


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 
As at the end of December 2009, expenditure of £5,420,155 has been incurred.  When considered against the profiled budget of £6,103,359 this equates to an underspend of £683,204.

Carry forwards of £4,071,000 from 2008/09 into the 2009/10 capital programme were approved by Council in February 2009 (CORP15/09).  Expenditure of £1,110,422 has been incurred against this budget leaving £2,960,578 carried forward from 2008/09 unspent as at December 2009.
The balance remaining of the revised annual budget of £9,736,600 is £4,316,445.  This reflects a significant underspend as at December 2009.  If this level of underspend were to continue to the year end it would need to be justified during the 2009/10 Use of Resources judgement or actions taken to mitigate the level of any significant under/overspends.  A further £496,000 has been identified as additional carry forwards at the year end due to further slippage on a couple of schemes.
3.3 
The following chart compares the monthly profiled budget to actual expenditure each month.
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3.4 
The following chart compares the cumulative profiled budget to expenditure in the year to date.
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3.5 
The variance in Community Services is mainly attributable to the following:

(i) Sheepmount Development scheme is underspent by £14,600.  This project is expected to be completed within current financial year and underspent to date relates to the profiling of the budget.
(ii) The Sheepmount Drainage scheme is overspent by £13,222 although this is to be funded from capital reserves and a transfer will be actioned at the year end. 
(iii) Lowry Hill Park is overspent by £17,920.  This project is funded from Section 106 monies and construction has been delayed until after drainage is installed and the weather improves.  Drainage work is underway.  The carry forward approved by Council in February included the purchase of equipment for the site next financial year.  This has been purchased ahead of works and therefore a negative carry forward will be required at the year end to address this overspend.  
(iv) Chances Park is underspent by £252,360 due to the monthly estimations of contractor expenditure.  The project is still expected to remain within the overall budget.
(v) Castle Street Public Realm is underspent by £13,750 due to profiling of the revised budget in 2010/11.  The full project has now been approved and will progress in 2010/11.  A significant carry forward has been approved and completion of the project is expected by the end of 2010.
(vi) The Connect 2 Cycleway scheme is underspent by £20,450.  This project has been delayed and is part of a larger programme of work that is dependant on further funding being approved from external sources.  The budget to date needs reprofiled and £20,000 has been identified as a carry forward into 2010/11. 
Additional carry forwards have been identified on Kingstown Industrial Estate (£494,000) due to unforeseen circumstances approval by Cumbria County Council has been delayed to the end of Feb and the scheme progression has been delayed accordingly, Connect 2 Cycleway (£20,000) and Lowry Hill Park (-£18,000).

3.6 
There are no major variances within Corporate Services.  The document image processing within Corporate Services is being considered as part of the creditor/debtor efficiency review that was considered by senior management in December 2009 and will now be considered as part of the wider support service review under Transformation.

3.7 
Development Services are responsible for over half of the City Council’s 2009/10 capital programme.  The variance in Community Services is mainly attributable to the following:

(i) Disabled Facilities Grants is underspent by £179,800.  These are mandatory grants and current expenditure profiles estimate a significant level of slippage this financial year.  There will be a level of committed expenditure at the year end which will be funded from the 2010/11 budget to reduce the level of carry forwards required for DFG’s at the end of every year.  As a result, the budget proposal presented to Council in February requested £617,000 to be returned to capital reserves (ring-fenced for DFG’s) pending further reports to Executive requesting the release of the funds back into use when they are required.
(ii) The Resource Centre project is underspent by £23,600.  The design team for the final part of the project has been selected and construction has been put out to tender.  A significant carry forward has been identified into 2010/11and the current underspend relates to profiling of the budget in the current year.
(iii) Ghyll Bank Gypsy and Traveller Site is underspent by £94,600.  There have been some delays on the project due to bad weather and anticipated completion has been put back to the end of March from the beginning of March.  
(iv) Sub Regional Employment Sites is currently underspent by £92,200.  There has been a delay in awarding the contract for the demolition works which relates to the bulk of the expenditure forecast for 2009/10.  The contract has now been let and work is progressing.  This project is entirely funded by external grant from North West Development Agency and negotiations are taking place with them to reprofile the allocated budgets.
3.8 
The budget within Legal & Democratic Services relates to the Millennium Gallery. It is anticipated that the final expenditure will be incurred during 2009/10 on the archaeological gateway work. 

3.9 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 scheme can go ahead.  These are Housing Foyer (£300,000), Industrial Estates (£215,000) and Old Town Hall (£150,000).  The schemes detailed were included in the review of the capital programme, resulting in £300,000 for Housing Foyer being returned to reserves pending further reports to the Executive, £150,000 for Old Town Hall carried forward, and £135,000 carried forward for Industrial Estates.
3.10 Schemes currently being developed include the Sands Development, development of the Old Town Hall, Roman Gateway and Caldew Riverside.  These have been considered through the 2010/11 budget process. 
2. FINANCING

2.3 The 2009/10 capital programme can be financed as follows:
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Total Programme to be financed (para 2.1)

9,736,600

Financed by:

Capital Receipts (including PRTB receipts) 3,350,100

Capital Grants



         

Regional Housing Pot 1,600,000



         

Disabled Facilities Grant 663,000



         

General 3,903,600

Direct Revenue Financing 48,500

Other Reserves and Contributions 171,400

Total Financing 9,736,600





5.
CAPITAL RESOURCES

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


[image: image6.emf]2009/10 2009/10 2009/10

Budget Actual Variance

£ £ £

Capital Receipts



         

General (850,000) (136,824) 713,176 1



         

Repayment of Renovation Grants 0 (18,727) (18,727)



         

PRTB Sharing agreement (250,000) 0 250,000 2

Capital Grants 



         

Disabled Facilities Grant  (663,000) (663,000) 0



         

Regional Housing Pot (1,600,000) (1,600,000) 0 3



         

Hostel Replacement (72,500) 0 72,500 4



         

Sub Regional Employment Sites (1,540,000) (1,104,498) 435,502 5



         

Chances Park (727,700) (214,870) 512,830 6



         

General (156,700) (106,678) 50,022 7

Capital Contributions (150,100) (63,023) 87,077 8

Total (6,010,000) (3,907,620) 2,102,380

Capital Resources Note


Notes:

1. For 2009/10, receipts from the Lovells agreement are anticipated to be received and general capital receipts are also expected to be achieved. 
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 Riverside Group forecasting that the income from PRTB receipts for 2009/10 is now likely to be around £307,000 with a maximum of 8 sales projected during the year.  As at 31 December there have been 6 sales to date.  
3. The Regional Housing Pot allocation has been increased to £1.6million as reported to Members of the Executive in June 2009 (CORP15/09).  The increase is being used to fund Disabled Facilities grants.
4. Grant from DCLG has been awarded in respect of the Hostel replacement/Centre of Excellence project.  The majority of this grant is carried forward into 2010/11 to match the revised expenditure profile.
5. Grant from North West Development Agency (NWDA) has been awarded in respect of the Sub Regional Employments Sites project.  The allocation for 2009/10 is reduced as a result of a carry forward into 2010/11 agreed with NWDA. 
6. Grant from Heritage Lottery Fund has been awarded in respect of Chances Park.

7. Grants are expected towards the cost of Play Areas (£106,700), and Connect 2 Cycleway (£50,000).  Grant is respect of Old Town Hall (£60,000) has been carried forward into 2010/11.
8. Contributions from other organisations are expected towards the cost of the Trinity Church MUGA (£63,000), Chances Park (£20,000), Eden Bridge Garden restoration (£20,000), Vehicle Tracking devices (£13,900) and Waste Minimisation (£33,200). 

3. BALANCE SHEET MANAGEMENT
3.3 In line with CIPFA guidance, best practice and in meeting the Use of Resources KLOE’s, 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 £143million (2007/08 £150million). 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 31 December 2009 debtors of £2,250 (£1.1million 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 Riverside Group 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 December 2009 totalled £13,151 (£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 continue to monitor the profiling of budgets, and these are adjusted to reflect progress in current capital schemes.  The robust review of the 2009/10 capital programme will reduce the level of carry forwards required at year end, but it is likely there will still be a requirement for some carry forwards at the end of the year due to further slippage and delays on projects in the remainder of the year. 

4.4 The work of what was formerly the Corporate Project Board will in future be assumed by the Senior Management Team. The SMT will provide strategic overview and monitor the effectiveness of the overall programme of work in delivering the organisations priorities and objectives. Technical project support and quality assurance of business cases and associated project management activities will be managed by a Project Assurance Group chaired by the Deputy Chief Executive. Decisions to proceed or otherwise with proposed projects will be made in the usual way in accordance with the Council decision making framework.
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.

SMT and SPG have considered the issues raised in this report and Resources Overview & Scrutiny Panel will consider the report on 18 February 2010.
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

PETER MASON
Assistant Director (Resources)
Contact Officer: 
Emma Gillespie
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_1326269018.xls
Sheet1

				£

		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

		Sub Regional Employment Sites (NWDA funding)		1,796,000

		Chances Park (HLF grant and other contributions)		753,800

		Play Builder grant for Play Area projects		106,700

		Additional contribution towards Eden Bridge Garden		20,000

		Additional grant funding towards Connect 2 Cycleway		50,000

		Additional contribution towards Vehicle Tracking Devices		13,900

		Revised 2009/10 Capital Programme (at Sept 2009)		16,181,900

		Funding returned to reserves from Hostel Replacement		(690,000)

		Carry forwards into 2010/11		(4,787,200)

		Return to Reserves pending further reports to Executive		(1,049,800)

		Revised 2009/10 Capital Programme as per RD63/09		9,654,900

		Revenue funding for Revenues & Benefits Shared Service		40,000

		Revenue funding for DDA - Accessibility Improvements		8,500

		Contribution towards Waste Minimisation Scheme		33,200

		Revised 2009/10 Capital Programme (at Dec 2009)		9,736,600
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				£

		Total Programme to be financed (para 2.1)		9,736,600

		Financed by:

		Capital Receipts (including PRTB receipts)		3,350,100

		Capital Grants

		·         Regional Housing Pot		1,600,000

		·         Disabled Facilities Grant		663,000

		·         General		3,903,600

		Direct Revenue Financing		48,500

		Other Reserves and Contributions		171,400

		Total Financing		9,736,600
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Sheet1

				£

		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

		Sub Regional Employment Sites (NWDA funding)		1,796,000

		Chances Park (HLF grant and other contributions)		753,800

		Play Builder grant for Play Area projects		106,700

		Additional contribution towards Eden Bridge Garden		20,000

		Additional contribution towards Connect 2 Cycleway		50,000

		Additional contribution towards Vehicle Tracking Devices		13,900

		Revised 2009/10 Capital Programme (at Sept 2009)		16,181,900
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		Directorate		Revised Annual Budget		Budget to Dec 2009		Expenditure to Dec 2009		Variance to date				Additional Carry forwards identified				Para. Ref.

				£		£		£		£				£

		Community Services		4,697,100		2,801,869		2,509,815		(292,054)				496,000				3.5

		Corporate Services		400,900		156,318		159,612		3,294				0				3.6

		Development Services		4,608,900		3,145,172		2,750,728		(394,444)				0				3.7

		Legal & Democratic Services		29,700		0		0		0				0				3.8

		Total		9,736,600		6,103,359		5,420,155		(683,204)				496,000
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Sheet1

		Capital Resources		2009/10		2009/10		2009/10		Note

				Budget		Actual		Variance

				£		£		£

		Capital Receipts

		·         General		(850,000)		(136,824)		713,176		1

		·         Repayment of Renovation Grants		0		(18,727)		(18,727)

		·         PRTB Sharing agreement		(250,000)		0		250,000		2

		Capital Grants

		·         Disabled Facilities Grant		(663,000)		(663,000)		0

		·         Regional Housing Pot		(1,600,000)		(1,600,000)		0		3

		·         Hostel Replacement		(72,500)		0		72,500		4

		·         Sub Regional Employment Sites		(1,540,000)		(1,104,498)		435,502		5

		·         Chances Park		(727,700)		(214,870)		512,830		6

		·         General		(156,700)		(106,678)		50,022		7

		Capital Contributions		(150,100)		(63,023)		87,077		8

		Total		(6,010,000)		(3,907,620)		2,102,380
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