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1.0 Summary

1.1 This report details the draft-final position of the Housing Capital Programme for 2007/08, together with a summary of the budgets for 2008/09 and 2009/10. The report summarises significant variances to the revised budget approved by the Council. Members were already made aware of these variances in previous reports
1.2 The gross expenditure after transfers of £9.288m represents the largest ever Capital Programme delivered by the Housing Service in conjunction with Property Services. Despite the major difficulties in one of the Kitchen and one of the Bathroom contracts, which were previously reported, the Service has succeeded in delivering a very substantial programme and is well on its way towards meeting the delivery plans required by both the SHOS and Clackmannanshire Standard,
1.3 The figures are draft and subject to final internal review being carried out as part of the year end work and external audit. While minor adjustments are possible, these are not expected to be significant.
2.0 Recommendation

2.1 The Scrutiny Committee is asked to note the financial position and the borrowing requirement for Housing capital programme for the three years to 2009/10.  

3.0 BACKGROUND

3.1 The table below summarises the capital borrowing requirement for the three years to 2009/10 and shows changes to approved budgets:
	£’000
	2007/08 
	2008/09
	2009/10 
	Total for 3 years

	Draft Final Position variation from Revised Budget
	
	
	
	

	
	
	
	
	

	GROSS EXPENDITURE
	
	
	
	

	
Revised Approved Budget 
	10,095
	8,665
	6,120
	24,880

	
Under-spends in 2007/08 budgets as per Draft Final Position (£576k to be set off against overspends and £807k to be transferred to 2008/09)
	(1,383)
	807
	0
	(576)

	
Total Overspends in 2007/08 (as per Draft Final Position
	576
	
	0
	576

	
Gross Expenditure after Transfers – Draft Final Position
	9,288
	9,472
	6,120
	24,880

	
	
	
	
	

	CAPITAL RECEIPTS FROM SALE OF ASSETS
	
	
	
	

	
Revised Approved Budget 
	(3,939)
	(4,025)
	(3,501)
	(11,465)

	
Decrease in sales in 2007/08 as per Draft Final Position
	949
	
	
	949

	
Decrease in sales in 2008/09 & 2009/10 as per the latest draft Business Plan.
	
	1,226
	966
	2,192

	
Capital Receipts  - Draft Final Position 
	(2,990)
	(2,799)
	(2,535)
	(8,324)

	
	
	
	
	

	NET EXPENDITURE (COUNCIL BORROWING)
	
	
	
	

	
Revised Approved Budget 
	6,156
	4,640
	2,619
	13,415

	
Draft Final Position
	6,298
	6,673
	3,585
	16,556


3.2 Comparing the approved budgets to the draft-final position for 2007/08, the gross expenditure shows a net decrease of £807k (8%). This variance comprises overspends of £576k and under-spends of £1,383k in various projects.
3.3 Projects which have overspent are as follows: 
3.3.1 Kitchen £258k: In the previous report, projections of the completion of the number of houses were reduced due to potential problems with contractor performance. However, these were successfully addressed to an extent by Property Services and in the event the number of houses were brought forward for completion.
3.3.2 Safe Electrical Systems £173k: Improved programming and efforts of the Programming teams ensured that access problems were resolved enabling increased number of properties to be improved. About £100k of the overspend is in respect of work to void properties which is necessary to meet new regulatory standards.
3.3.3 External Doors £54k: A slight overspend which is not significant compared to the total External Doors programme. This marks the completion of a successful programme.
3.3.4 Roof & External Walls £53k: The small overspend is due to rendering work at Newbiggin. Some of the works could have been brought forward, however, problems with a contractor in receivership meant this was not possible.

3.3.5 Other projects £38k: Other projects minor overspends. (see Appendix 1). 
3.4 Of the under-spends of £1,383k, Housing Service is proposing to net off £576k  against overspends listed in 3.3 above, and the balance of £807k to be transferred to 2008/09. The transfers are necessary to accommodate the rescheduling of the capital programme as part of the 3 year capital plans. Members should note that the carry forwards of budgets do not represent an increase in the overall capital programme or the borrowing. The following projects were under spent:    
3.4.1 Thermal Insulation £588k: Spend to date has been limited to retentions. Further investigative work at Weir Multi-Cons in Alva indicates that extent of required work is  less than originally anticipated.  Property Services are in discussion with adjoining private owners with a view to plan works to be carried out to council properties in 08/09. Resulting under-spend will be utilised to net off overspends in other projects and balance carried forward to 2008/09. 
3.4.2 Disabled Adaptations £265k: As spend on this project is demand led, it is difficult to gauge the budget required. The budget will be carried forward to 2008/09, unless future projections indicate that the full budget will not be required.
3.4.3 Bathrooms £140k: Poor contractor performance on one of the contracts meant that the full programme for 2007/08 was not completed. However, improved performance by the second contractor enabled more properties to be completed than would have been the case otherwise. The under-spend will be carried forward to 2008/09.
3.4.4 Central Heating £130k: Full spend was expected, but the CO detector replacement and ventilation upgrading works to be undertaken to meet new regulations have been delayed slightly. Required budget will be carried forward with any balance being used to net off against overspends.
3.4.5 Structural Works £59k: Under-spend represents a slight delay in work at Coblecrook Gardens, Alva due to owner-occupier participation issues. Also current survey indicated a reduced number of properties affected by asbestos. Budget will be either be carried forward or used to net off overspends as required.
3.4.6 Conversions & Upgradings £50: All the spend on this budget was on Backwood Court & Lochbrae. The under-spend of £50k was earmarked for general conversions & upgradings, but no new projects were identified and the saving will be used to net off other overspends.
3.4.7 Demolitions £47k: No demolitions were scheduled for 2007/08. Review of demolition strategy being undertaken within Housing. Budget will be either be carried forward or used to net off overspends as required.
3.4.8 Other Costs £72k: Only £24k was spent in the current year on the  Bowmar Masterplan compared to the anticipated £44k. The balance will be carried forward to 2008/09.  £4k was spent on computer equipment. The balance of £52k will be netted off against overspends.
3.4.9 Other Projects £32k: A small under-spend on Water Supply Pipe Replacement and Feasibility works, which will not be required for carry forward.
3.5 There was a shortfall in the capital receipts of £949k. In 2007/08.  Members were advised in previous reports that it is difficult to predict the capital receipts out-turn with any certainty as they are dependent on a number of factors out with the control of the Council, for example, type and number of properties sold and the level of discount that each tenant qualifies for and mortgage interest rates. The number of properties sold during the year were substantially lower than anticipated. According to the Business Plan, this trend is likely to continue and subsequently the projections for 2008/09 & 2009/10 have been reduced as indicated in the table in section 3.1 above. 
3.6 Taking the variances detailed above, the Draft Position shows that the net expenditure (borrowing requirement) for 2007/08 is £6,298k which is a small increase of £142k (2.3%) compared to the budget.  
3.7 A report proposing the 3-year Housing Capital programme from 2008/09 to 2010/11 was presented to the Council at the meeting on 21st February 2008. The report proposed the budget for 2008/09 and draft programmes for the next two years. The figures for these years in the table in section 3.1 above are consistent with the 3 year plan and take into account the proposed carry forward to budgets. As explained in 3.5 above, the projections for receipts from house sales for 2009/10 & 2010/11 have been revised. As a result, the net expenditure shows a corresponding increase, which could be financed by borrowing or use of reserve balances or a combination of the two. The latest draft Business Plan shows that the increase could be accommodated by use of reserve balances according to the current treasury management projections. The Committee will be kept advised of any further revisions to these projections. 
4.0 CONCLUSION

4.1 The draft-final position for 2007/08 shows a net borrowing requirement of £6,298k,  an increase of £142k from the budgeted amount. It is proposed that an under-spend of £1,383k be netted off against an overspend of £576k in various projects and the balance of £807k to be carried forward to 2008/09. The carry-forwards are necessary to complete the projects as part of the 3 year programme and does not represent an increase in the overall capital programme. 

4.2 The figures are subject to internal review and external audit, but the final position is not expected to be significantly different 

4.3 The net borrowing requirement for the three years to 2009/10 is expected to be £16,556k, taking into account all transfers between the three years proposed in this report to accommodate the rescheduling of the capital programme. It also takes account of the projected shortfall in capital receipts from house sales as per the current draft Business Plan. 

5.0 SUSTAINABILITY IMPLICATIONS

Not applicable to monitoring reports

6.0 IMPLICATIONS FOR COUNCIL
6.1
Financial implications:
As noted in the report. 


6.2
Staff implications:
None


6.3 Declarations:

	1
The recommendations contained within this report support or implement Corporate Priorities, Council policies and/or the Community Plan: 
	

	Corporate Priorities
	 MACROBUTTON UncheckIt (

	Council Policies
	 MACROBUTTON UncheckIt (

	Community Plan
	 MACROBUTTON UncheckIt (

	2
In adopting the recommendations contained in this report the Council is acting within its legal powers
	 MACROBUTTON UncheckIt (


	3
The full financial implications of the recommendations contained in this report are set out in the report.  This includes a reference to full life cycle costs where appropriate
	 MACROBUTTON UncheckIt (


                                            

________________________________
Head of Finance

________________________________
Director of Corporate Development
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