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1.0 SUMMARY

1.1 At the April meeting of the Committee, members called for a further report from officers as to how capital expenditure may be better managed to maximum effect, following exceptionally high level of Housing capital expenditure in the last month of the year. The report highlighted a tendency to focus on capital spending on an annual financial year basis. This was critical under Section 94 consent where the carry forward of unused consent was limited. However under the new Prudential Borrowing regime, this is no longer the case, with annual levels of expenditure being determined by the Council itself.

1.2 Since the Council is now required to prepare three-year capital plans to deliver the aims of the Council over a medium term, the Report recommended that programmes of work be spread over a longer time period to assist capacity issue. It also offers the flexibility to better manage the entire capital programme and should eliminate the annual year-end rush to process payments.

1.3 In this connection, the Report recommended that future financial monitoring reports, including the current one, should focus on the entire three-year programme rather than individual yearly elements. The financial monitoring report would outline progress in financial terms to cover the three-year programme and highlight changes in the borrowing requirement and annual spend. At the same time the Service project managers would submit separate reports to the Committee with details of progress on each individual project and project status. 

1.4 The current projections based on the last Housing Capital Liaison meeting indicate that the net expenditure (Council borrowing) in 2006/07 will be £5,484k, a decrease of £61k from the budgeted figure. This is attributed to unanticipated increase in capital receipts of £150k in the year and a small increase of £89k in projected expenditure in some projects. At the current time the Service is not in a position to assess any variation in the approved programme for the next two years, hence the total projected borrowing over the three years is largely unchanged, subject to any variations in the next two years’ programme.
1.5 The table below summarises the financial position, and the capital borrowing requirement for the three year to 2008/09:

	£’000
	2006/07
	2007/08
	2008/09
	Total for 3 years

	Approved (06/07) & indicative (07/09) Budgeted Gross Expenditure  (9th Feb 2006): 
	9,370
	9,420
	9,126
	27,916

	Approved (06/07) & indicative (07/09) Budgeted Capital Receipts (9th Feb 2006): 
	(3,825)
	(3,939)
	(4,025)
	(11,789)

	Approved net expenditure (Council borrowing)
	5,545
	5,481
	5,101
	16,127

	Anticipated increase in capital receipts in 06/07
	(150)
	
	
	(150)

	Increased Expenditure in projects in 06/07 as per July out-turns
	89
	
	
	89

	Revised Net Expenditure (Council Borrowing)
	5,484
	5,481
	5,101
	16,066


2.0 RECOMMENDATION

2.1 The Committee is asked to note the financial position and the borrowing requirement for Housing capital programme for the three years to 2008/09.  

3.0 BACKGROUND

3.1 The Council approved the 2006/07 capital programme and were presented with indicative capital plans for the next two years in February 2006. However, members were advised that the development of the Service’s Business Plan and work towards delivery of the Scottish Housing Quality Standard might result in a shift in the Capital Programme’s priorities over future years. Achievement of the SHQS and further delivery of the ‘Clackmannanshire Standard’ is subject of current ongoing discussions with the Council’s tenants and their advisors. As a result the proposed budgets for 2007/08 and 2008/09 are subject to changes.
3.2 The projects commenced in the current year and those carried over from 2005/06 are progressing satisfactorily. As highlighted above, the Service will submit separate reports detailing project status and progress in individual projects. In summary, as shown in Appendix 1, projected  gross expenditure is £9.46m against a budget of £9.37m. Actual gross expenditure is £2m as at 31st July but is projected to rise significantly as the new contract arrangements take effect. Appendix 1 shows actual expenditure against budget for 2006/07 with details of possible budgets to be carried over from 2005/06 to 2006/07. The appendix also shows the approved budgets for 2007/08 and 2008/09.

3.3 Tenders have been issued for £8.7million of works and instructions to proceed with a further £0.4million have recently been received from Housing. The balance of £0.4million is delayed due to gas supply problems and a request to 
reallocate the funds will have to be reported to Council. Expenditure forecast will be monitored carefully and reported both in the financial monitoring report and the Service’s project update reports. 

3.4 In the last report members were advised that where appropriate, Housing Services will seek approval to carry forward unused budgets from 2005/06 to 2006/07, to be added to the budgets already approved by the Council for 2006/07 in  order to complete the projects. This will form part of the three year rolling capital programme so that over the entire period,  the total borrowing will not exceed the approved amounts for the years 2005/06 to 2008/09 taken together. Current projections indicate that carry forward from 2005/06 will not be required as any additional expenditure is covered by unanticipated capital receipts.  However, the Committee will be advised if any changes require budgets to be carried over from 2005/06. 

4.0 CONCLUSION

4.1 Flexibility in planning these programmes is crucial and to that extent the Prudential framework is useful in that it allows the Council to move away from the rigid ‘annuality’ of capital expenditure to a rolling programme over three or more years. This report and future capital monitoring reports will now focus on progress in financial terms covering the three-year programme with any changes in the Council’s overall borrowing requirement. The Service will present details of progress and project status of individual projects to the Council in separate reports.

4.2 The current projections do not indicate any significant changes to the expenditure over the three years taken together, although the Service is not able to assess any variations to the capital programmes for 2007/08 and 2008/09 at the current time. The total borrowing is therefore not expected to exceed that approved by the Council. 

5.0 IMPLICATIONS FOR THE COUNCIL
5.1
Financial implications:
As noted in the report. 


5.2
Staff implications:
None


5.3
Strategic aims:

	Create strong, active, safe and caring communities
	 MACROBUTTON UncheckIt (

	Achieve local economic prosperity and stability
	 MACROBUTTON UncheckIt (

	Make the most of Clackmannanshire's unique built and natural environment


	 MACROBUTTON UncheckIt (

	Develop a culture of personal achievement where everyone is valued


	 MACROBUTTON CheckIt (

	Improve the health of the people of Clackmannanshire
	 MACROBUTTON UncheckIt (

	Represent and promote the interests of all of the people of Clackmannanshire


	 MACROBUTTON UncheckIt (

	Ensure that the people of Clackmannanshire receive the highest quality services for the public pound
	 MACROBUTTON UncheckIt (


                                             

_____________________________

Director of Corporate Development

_____________________________

Head of Finance 
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