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              REPORT TO CABINET



      
   22 June 2010
 

TITLE OF REPORT:
Capital Programme and Prudential Indicators 2009/10

– Year End Outturn
  
REPORT OF:

Derek Coates, Strategic Director, Finance and ICT    
Purpose of the Report 

1. This report provides a breakdown of the final capital payments made in 2009/10 totalling £153.170m, assesses reasons for the variances from the third quarter review and details the proposed financing of the capital programme. In addition the report considers the impact of CIPFA’s Prudential Code on the capital programme and the monitoring of performance against the statutory Prudential Indicators.
Background 

2. The original budget for the capital programme for 2009/10, as agreed by Council on 26 February 2009, totalled £163.077m. During the year additional resources were secured to increase the programme so that the projected year-end expenditure at the end of the third quarter was £178.003m. The outturn of £153.170m is £24.832m less than at the third quarter review with the main variances summarised in Appendix 2 and in detail in Appendix 4. The main reason for this is the reprofiling of Learning and Children Schemes, such as the Primary Capital Programme and Building Schools for the Future. In addition, some expenditure on Building an Active Future schemes has been re-phased into 2010/11 and other schemes with grant funding have also been carried forward to next year. 
3.
The quarterly capital monitoring has highlighted the need to manage the programme to reflect a reduction in resources arising from the impact of the economy on capital receipts. It has also been possible to avoid any loss of time limited resources with most of the major slippage being matched by flexible resources, which can be carried forward into 2010/11.
3. During 2009/10 the capital programme has made a significant contribution to the Council’s 10 Point Plan to assist the recovery of the economy in Gateshead and the region. Variations during the final quarter are detailed in the attached appendices.
Proposal 

5.
The capital programme has been managed throughout the year to ensure it can be funded from available resources in 2009/10. The final profile of funding is as follows:


£m


Supported Borrowing

43.109

Prudential Borrowing
34.870

Capital Grants and Contributions
43.623

Major Repairs Allowance
27.704

Capital Receipts 
1.215

Gateshead Development Pool Capital Receipt
0.974

Gateshead Development Pool Reserve
0.185

Revenue Contributions
1.390

Provisions
0.100


153.170
4. CIPFA’s Prudential Code advises the regular monitoring of performance against the prudential indicators which regulate borrowing and investment.  Targets and limits for the prudential indicators for 2009/10 were agreed at Council on 26 February 2009.  Borrowing and investment levels have remained within the limits set by Council, however Cabinet are asked to note that the capital expenditure for the Housing Revenue Account (HRA) is higher than the reported indicator due to the Gateshead Housing Company accelerating its Decent Homes and other works. However, as additional Major Repairs Allowance has been brought forward from 2010/11, this has not impacted on the HRA capital financing requirement. In addition, the non-HRA ratio of financing costs to net revenue stream is higher than the reported indicator, as in the current economic climate the decrease in investment income has been greater than the decrease in borrowing costs. 

Recommendations
7.
Cabinet is asked to:   
(i) Note the report and agree the financing of the 2009/10 Capital Programme.
(ii) Note that the prudential indicator in relation to HRA capital expenditure is higher than the reported indicator due to an acceleration of work, and the non-HRA ratio of financing costs to net revenue stream is higher than the reported indicator due to lower investment income. None of the other approved Prudential Indicators set for 2009/10 have been breached. 

For the following reasons:

(i)
To ensure the optimum use of the Council’s capital resources in 2009/10.

(ii)
To ensure performance has remained within the approved Prudential

Limits and explanations provided for any breached limits.
CONTACT:  Craig Oakes  extension 3598


PLAN REF:   281     











APPENDIX 1


Policy Context 

1.
  The proposals contained within this report are consistent with the objectives contained within the Council’s corporate Capital Strategy and will contribute to achieving the objectives set out in Vision 2030 and the Corporate Plan.

Background

2.
The original budget for the capital programme for 2009/10, as agreed by Council on 26 February 2009, totalled £163.077m.

3.
The projected year-end expenditure was 183.378m at the end of the first quarter, £191.989m at the end of the second quarter, with a further revision at the third quarter to £178.003m.
4.
The actual year-end payments for the capital programme is £153.170m. This is a reduction of £24.832m from the third quarter.
5.
The £24.832m variance is due to a combination of slippage occurring within the current programme, other variances and the receipt of additional resources. All variations, which have occurred in the programme during the final quarter, are detailed in Appendix 2.

6.
Appendix 3 summarises the original budget and actual year end payments by former Corporate Priorities.  The third quarter forecasts, year end payments and comments on the progress of each scheme are detailed in Appendix 4.

7.
The Prudential Code sets out a range of Prudential Indicators that were agreed by the Council on 26 February 2009. Performance against the indicators for 2009/10 is set out in Appendix 5. 
Consultation

8.
The Cabinet Member for Corporate Vitality and Sustainable Communities has been consulted.

Alternative Options

9.
The proposed financing arrangements are the best available in order to ensure the optimum use of the Council’s capital resources in 2009/10.  
Implications of Recommended Option

10.
Financial Implications 
The Strategic Director, Finance and ICT confirms that the financial implications are as set out in the report.
11.
Risk Management Implication
Risks are assessed as part of the process of monitoring the programme and treasury management.  This assessment concludes that the increased uncertainty over the level of resources means that Cabinet should continue to receive quarterly reports for recommendation of any issues to Council, together with any necessary action to ensure expenditure is managed within available resources.
12.
Human Resources Implications   

There are no human resources implications arising from this report.
13.
Equality and Diversity Implications

There are no equal opportunities implications arising from this report.
14.
Crime and Disorder Implications

There are no direct crime and disorder implications arising from this report.

15.
Sustainability Implications 

The planned works will help to make the environment more attractive and reduce health and safety hazards.

16.
Human Rights Implications 


There are no direct human rights implications arising from this report.

17.
Health Implications 


There are no direct health implications arising from this report.
18.
Area and Ward Implications 
Capital schemes will provide improvements in wards across the borough.
19.
Background Information 
i. Report for Cabinet, 23 February 2009 (Council 26 February 2009) - Capital Programme 2009/10 to 2011/12.

ii. Report for Cabinet, 14 July 2009 – Capital Programme and Prudential Indicators 2009/10 – First Quarter Review.

iii. Report for Cabinet, 20 October 2009 – Capital Programme and Prudential Indicators 2009/10 – Second Quarter Review.

iv. Report for Cabinet, 26 January 2010 – Capital Programme and Prudential Indicators 2009/10 – Third Quarter Review.
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