
 

 

 

 
 

CapProg0607-0809 
 

 

 
Report of Meeting Date 

Director of Finance 
(Introduced by the Executive 
Leader, Councillor J Wilson) 

Executive Cabinet 23 February 2006 

 

CAPITAL PROGRAMME 2006/07 TO 2008/09 
 

PURPOSE OF REPORT 
 

1. To present updated figures for the 2005/06 capital programme; and to present the 
proposed programme for 2006/07 to 2008/09, including a reserve list of schemes. 

 

CORPORATE PRIORITIES 

 
2. Implementation of capital projects can help to achieve several corporate priorities. The 

projects for 2006/07 onwards are categorised according to the corporate priority they 
relate to. 

 
RISK ISSUES 
 

3.  The issue raised and recommendations made in this report involve risk considerations in 
the following categories: 

Strategy  Information  
Reputation  Regulatory/Legal  
Financial √ Operational  
People  Other  

 
4. Detailed estimates have not yet been prepared for all of the schemes in the proposed 

programme. Revisions to the capital programme may be required when tenders are 
received or, in respect of land assembly, compensation terms are agreed. 

  
 The estimated financing of the capital programme for 2006/07 to 2008/09 takes into 

account estimated capital receipts from the sale of assets at a prudent level. Should there 
be a shortfall of usable capital receipts, it may be necessary to increase the level of 
external borrowing to bridge the gap. Increasing borrowing would involve increased 
revenue costs for the General Fund but the long-term revenue effect would be reduced if it 
were repaid as soon as additional capital receipts became available. 

  

BACKGROUND 
 
5. Council approved the Capital Programme for 2005/06 on 1 March 2005 at a total 

estimated cost of £7,641,600. An additional revenue contribution of £150,000 from the 
Housing Revenue Account to the Housing Investment Programme had been approved at 
Council of 25 January 2005. The total capital programme for 2005/06 was therefore 
£7,791,600. During 2005/06 regular monitoring reports have been presented, which have 
taken account of slippage of expenditure from 2004/05 or to 2006/07, cost increases and 
virements, and the addition of new projects, in particular those receiving external funding 
or being financed from earmarked revenue resources. The revised Capital Programme 
reported to Council on 24 January 2006 totalled £15,749,770. 

 



6. The Financial Strategy approved by Council on 1 March 2005 included a projection of the 
Capital Programme for the years 2006/07 to 2008/09. This future years programme has 
also been amended during 2005/06, to take account of changes such as the estimated 
phasing of the Astley Park lottery-funded project and slippage of expenditure from 
2005/06 in respect of approved schemes. 

 
7. The financing of the Capital Programme for the four years 2005/06 to 2008/09 included an 

estimated borrowing requirement, in compliance with the Prudential Code, of £1,550,700. 
 
CAPITAL MONITORING 2005/06 

 

8. The latest Capital Programme forecast for 2005/06 shows a reduction in total expenditure 
to £15,202,760. The changes can be summarised as follows: 

  

 £ £ 
Capital programme as at 24/1/06  15,749,770 
Slippage to 2006/07   
- Document Image Processing (8,000)  
- Astley Park lottery project (322,280)  
- Telephony (42,100)  
- PSS Planting Schemes System (3,500)  
- Traffic Calming (128,000)  
- Euxton Play Facilities (S106) (50,780)  
  (554,660) 
Other Changes   
- Strategic Regional Site 7,650  
  7,650 
   
Capital programme as at 23/2/06  15,202,760 

 

 Expenditure on the Astley Park project has been re-phased on the advice of the scheme 
consultants. Most of the work will be completed during 2006/07, so there is no adverse 
effect on the implementation timetable. Starts to other schemes have been delayed for 
various reasons included consultation with stakeholders; therefore the relevant project 
managers have requested slippage of budgets to next year. The expenditure on the 
Strategic Regional Site at Euxton will be met from the earmarked capital receipt from the 
sale of the land.  

 
CAPITAL PROGRAMME 2006/07 TO 2008/09 
 

9. The Capital Programme for the next three years, which is classified into corporate 
priorities, is presented as Appendix 1. The category A and B schemes total £14,659,970. 
This total includes slippage of expenditure from 2005/06, including the £554,660 identified 
in this report, the continuation of rolling programmes and schemes that have already been 
approved, such as the Duxbury Park Golf Course capital investment. The programme 
provides for HRA capital expenditure in 2007/08 and 2008/09, which would not be 
required should the housing stock be transferred. Deletion of the HRA capital expenditure 
after stock transfer would be broadly neutral, as the Major Repairs Allowance would no 
longer be received. Any restricted HRA capital receipts unapplied at the point of stock 
transfer would be available for General Fund housing capital expenditure. 

 



10. The financing of this three-year programme is estimated to require prudential borrowing of 
£2,776,360. This estimated borrowing is £1,225,660 more than the £1,550,700 estimate in 
the 2005/06 Financial Strategy. The reasons for the increase include the addition to the 
programme of new schemes to be financed by borrowing, in particular the £604,000 golf 
course investment, and a reduction in estimated capital receipts. However, of the total 
£14.660 million capital expenditure, £7.816 million will be financed from external 
resources such as Government and lottery grants. 

 

11. Due to changes in the procedures for commencing capital projects, some schemes that 
were previously shown as part of the 2005/06 to 2008/09 Capital Programme have been 
placed on the separate reserve list. This list, which includes new proposals in addition to 
those previously included in the future years programme, totals £2,776,720 over three 
years and is classified according to corporate priorities. The reserve list is presented as 
Appendix 2 and shows the split by scheme of financing between external resources 
(£1.110 million) and the amount required from the Council (£1.667 million). Where 
available, additional information in summary form about these schemes is presented in 
Appendix 3, if needed there is a link where the detailed outline business cases can be 
accessed. These are schemes that have followed the agreed practice of submitting an 
outline business case to the Capital Programme Board. No scheme should receive 
approval to move from the reserve list until the business case is produced. 

 

12. Several of the reserve list schemes can be approved to proceed without requiring any 
additional borrowing, but detailed proposals as to what the budgets would be spent on are 
required. Such schemes include those to be funded from developers’ S106 contributions 
for transport improvements, affordable housing and play/recreational facilities. In addition, 
grant funding is available from the Regional Housing Pot and for planning-related capital 
expenditure (Planning Delivery Grant). The potential restrictions on the use of the Housing 
Capital Grant are not clear, therefore it is suggested that this resource remain on the 
reserve list until definite guidance is available. The list provides for HRA capital 
expenditure in 2007/08 and 2008/09, which would not be required should the housing 
stock be transferred. Deletion of the HRA capital expenditure after stock transfer would be 
broadly neutral, as the Major Repairs Allowance would no longer be received. Any 
restricted HRA capital receipts unapplied at the point of stock transfer would be available 
for General Fund housing capital expenditure. 

 
13. Most of the remaining reserve list schemes would require some additional external 

borrowing if they were approved to proceed. Prudential borrowing is a legitimate source of 
capital financing, but the revenue consequences (i.e. interest payment and increased 
Minimum Revenue Provision) need to be taken account of. The estimated revenue cost in 
the next three years of financing an extra £100,000 capital expenditure in 2006/07 by 
borrowing is as follows: 

 

2006/07 2007/08 2008/09 
£ £ £ 

   
2,250 8,500 8,160 

 
 In 2006/07, the only cost is part-year interest on £100,000 borrowing. In 2007/08, there is 

a requirement to make a Minimum Revenue Provision, as well as the full-year cost of 
borrowing. In subsequent years, the cost reduced by 4% each year, assuming interest 
rates are fixed. 

 
 
 



PRUDENTIAL CODE FOR CAPITAL FINANCE 
 

14. Following consultation by the Government and the Chartered Institute of Public Finance 
and Accountancy (CIPFA), the Local Government Act 2003 enacted the Prudential Code for 
capital finance. The Prudential Code is designed to help authorities manage the new 
freedoms offered by the removal of restrictions on their borrowing. An authority should be 
able to borrow as much as it wants provided it can demonstrate that its plans are 
affordable. This comes down to demonstrating that it can afford the costs associated with 
the planned borrowing. 

 
15. The system provides an integrated approach to capital investment decision-making, with an 

authority having to take into account, when setting its Prudential Indicators, the following 
factors: affordability, its asset management plans, the implications for external borrowing, 
value for money through options appraisal and its strategic plans. The aim is to bring 
together revenue and capital resources to meet service delivery objectives. 

 

16. A fundamental principle of affordability is that an authority should make decisions about 
capital and revenue plans in the context of the levels of Council Tax and HRA Rent. When 
an authority is considering the affordability of its capital investment decisions, it must take 
into account all the available resources, both in terms of its capital payments and receipts, 
and revenue income and expenditure for the forthcoming year and the following two years. 
The incremental impact of capital investment on Council Tax and HRA rents is determined 
by taking the difference between the total net budget requirement of the authority or 
Housing Revenue Account ‘with’ and ‘without’ the revenue impact of any new proposed 
capital payments for the forthcoming and subsequent years, including financing costs and 
other revenue costs. 

 

17. Long-term borrowing should be incurred only to fund the capital investment decisions of the 
authority: day-to-day operating costs should not be funded from long-term debt. Net 
external borrowing must not exceed the Capital Financing Requirement (CFR) otherwise 
the implication would be that external borrowing is funding the day-to-day operational costs 
of the authority. It is estimated that this Council will have no long-term external borrowing at 
31 March 2006, but that this will rise to £2.731m if only the category A and B schemes are 
implemented in the following three years. This compares to the estimated CFR of £13.9m 
as at 31 March 2006. 

 
18. To date, the Council has not used the Prudential Code for some of the reasons it was 

made available. The Code is designed to encourage innovation, in particular the financing 
of ‘invest to save’ schemes, when incurring of capital expenditure results in a revenue 
saving and a payback. Other Councils have taken advantage of the Code to achieve 
improvements to assets such as increasing energy efficiency. For this reason a sum of 
£200,000 has been included in the reserve list to encourage bids for investment in such 
‘invest to save’ schemes. 

 
COMMENTS OF THE HEAD OF HUMAN RESOURCES 
 
19. There are no direct human resource implications of the recommendations.  
 
 



RECOMMENDATION(S) 
 
20. That Executive Cabinet recommend to Council that the 2005/06 Capital Programme be reduced to 

£15,202,760. 
 
21. That the Category A and B schemes for 2006/07 to 2008/09, as presented in Appendix 1 

at a total of £14,659,970, be recommended for approval by Council. 
 
22. That the schemes on the reserve list in Appendix 2, where an outline business case has 

been received, be considered by Executive Cabinet and be recommended for approval by 
Council as appropriate. 

 

 
REASONS FOR RECOMMENDATION(S) 
(If the recommendations are accepted) 
 
23. The phasing of expenditure on schemes approved to be implemented during 2005/06 

needs to be updated on the advice of external consultants and the Council’s project 
managers. 

 
24. The Capital Programme for 2006/07 to 2008/09 needs to be updated to take account of 

slippage and other changes to the phasing of schemes, plus schemes added to the 
programme since the 2005/06 – 2007/08 Financial Strategy was approved on 1 March 
2005.  Further outline business cases have been received (Appendix 3). 

 
25. Approval of schemes on the reserve list may be necessary to achieve the Council’s 

corporate priorities, but the Council needs to take account of the revenue consequences 
of those projects requiring financing by borrowing. 

 
 
ALTERNATIVE OPTIONS CONSIDERED AND REJECTED 
 
26. None. 
 
 
GARY HALL 
DIRECTOR OF FINANCE 
 
 

 

Background Papers 

Document Date File Place of Inspection 

Financial Strategy 2005/06 – 
2007/08 

1/3/05 N/A 
Gillibrand Street Council 

Offices 

 

Report Author Ext Date Doc ID 
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