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Executive Cabinet 8 January 2009

CAPITAL PROGRAMME MONITORING 2008/09 AND DRAFT
BUDGET 2009/10 TO 2011/12

PURPOSE OF REPORT

1.

To report proposed changes to the 2008/09 capital programme and to review the
availability of capital resources required for the financing of the programme.

2. To update the 2009/10 and 2010/11 draft budgets, and to indicate commitments
continuing into 2011/12.

RECOMMENDATION(S)

3. That the revised Capital Programme for 2008/09, as set out in Appendix 1 at a total cost
of £8,582,620, be approved.

4., That commitments totalling £1.175 million in 2011/12 be added to the prdgramme and

that the 2009/10 to 2011/12 capital programme be approved for consultation purposes.

EXECUTIVE SUMMARY OF REPORT

5.

It is proposed that the 2008/09 capital programme be reduced by £644,700, made up of
£1,297,580 slippage to 2009/10 and 2010/11, and other net increases totalling £652,880.
These other changes include a provision of £530,000 to capitalise directorate restructuring
costs (redundancy payments and pension fund contributions); a £200,000 increase in the
cost of recycling bins for the new contract; the addition of the $106-funded contribution to
the County Council's Euxton Library extension scheme; and an increase in the Big Wood
project budget enabled by an external contribution. Budgets for Town Centre Investment
(£125,000), Improvements to Sports Pitches (£25,000), and External Funding (small grants
- £9,650) should be transferred to the revenue budget. However, the effect on the revenue
and capital programmes should be neutral. Further information about the other budget
changes is presented in Appendix 2.

These changes require an increase in estimated borrowing in 2008/09 by £385,120 to
£2.672m. However, proposed changes to the financing of capital expenditure in 2009/10
and 2010/11 should eliminate unbudgeted borrowing, bringing the total for the four year-
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period 2007/08 — 2010/11 to £3.625m as previously agreed. No borrowing was required to
finance expenditure in 2007/08. _

The most important changes to the financing of the programme are the introduction of
additional VAT Shelter income, estimated to be £0.594m per year in 2009/10 and 2010/11;
and adjusting the financing of the Town Centre Investment project to use developers’
contributions instead of borrowing.

The amount and timing of the receipt of VAT Shelter income, external contributions, and
the proceeds from the sale of surplus assets may vary from the figures presented in

-Appendix 1, which will affect the actual borrowing required in each year.

REASONS FOR RECOMMENDATION(S)
(If the recommendations are accepted)

To update the 2008/09 capital programme to take account of the slippage of expenditure to

To introduce new projects and to adjust the budgets for various projects, as identified in

9.
2009/10 and 2010/11 identified by project managers.
10.
Appendix 2.
11. To indicate the continuation of commitments into 2011/12

ALTERNATIVE OPTIONS CONSIDERED AND REJECTED

12.

None. :

CORPORATE PRIORITIES

13. This report relates to the following Strategic Objectives:
Put Chorley at the heart of regional | v* | Develop local solutions to climate v
economic development in the change.
Central Lancashire sub-region : '
Improving equality of opportunity Develop the Character and feel of v
and life chances Chorley as a good place fo live
Involving people in their v | Ensure Chorley Borough Council is
communities a performing organization

BACKGROUND

14. The Capital Programme for 2008/09 was updated to a total of £9,227,320 at Executive

Cabinet 2 October 2008. This report proposes that the programme be reduced by
£644,700, taking account of slippage to 2009/10 and other budget adjustments. The
detailed programme is presented as Appendix 1; and further information about slippage
and the other budget changes is included in Appendix 2.

SLIPPAGE TO 2009/10 AND LATER



15.

16.

Project managers have identified slippage of expenditure in respect of a number of
schemes. Details are presented in Appendix 2. Slippage of expenditure from 2009/10 to
2010/11 is also indicated in Appendix 1.

This slippage of £1,297,580 should mean that borrowing is £356,030 lower than it vyoUId
otherwise be in 2008/09. However, unless additional capital resources become available
next year, borrowing will increase by the same amount in 2009/10.

OTHER CHANGES

17.

18.

19.

20.

21.

The most significant proposed increase in the programme for 2008/09 is the addition of
£530,000 for capitalising restructuring costs, which would avoid having to charge the
expenditure to the revenue budget. Redundancy payments and pension fund
contributions arising from the restructuring of directorates this year can only be capitalised
with the permission of the DCLG. It will not be known whether such permission will be
granted until January 2009. The DCLG considers each application on its merits and may
approve or reject applications; or scale-down the sums that can be capitalised. If our
applications are not approved, or not approved in full, there will be adverse implications
for the revenue budget. The outcome of this Council's application for capitalisation
directions will be reported at the earliest opportunity.

In addition to applying to capitalise restructuring costs, | have submitted an application to
capitalise the estimated £386,000 increase in concessionary travel costs in 2008/09, on
the grounds that this expenditure is extraordinary and of a stautory nature | will report the
outcome of this application at the earliest opportunity. This expenditure is not yet included
in the revised capital programme.

Due to rising cost of materials, it is necessary to increase the budget for new recycling
bins by £200,000. The potential need for this increase was referred to in the previous

- report.

Two new budgets to be financed with developers’ contributions are added to the
programme, though the exact amounts and timing of the payments are not certain. Firstly
a contribution of around £60,000 would be payable towards the County Council’s
extension of Euxton Library, probably during 2008/09. Secondly a contribution of around

£1 million would be payable in respect of the new Buckshaw primary school, probably
during 2009/10.

Two budgets in respect of energy grants have been merged. A new budget for play
development at Eaves Green is introduced by transferring balances from two other S106-
funded play facilities schemes. The budget for the Big Wood project is increased following
the offer of additional external funding. Further funding is being sought and progress will
be reported at the earliest opportunity. Finally, it is considered more appropriate to

transfer some projects to the revenue budget since this can be achieved by adjusting the
use of VAT Shelter income. :

CHANGES TO FINANCING OF PROGRAMME

22.

Unbudgeted borrowing of approximately £1.074m indicated in the previous report can be
eliminated by increasing the use of VAT Shelter income in 2009/10 and 2010/11, and by
replacing borrowing to finance Town Centre Investment with developers’ contributions.
Despite the budget increases required and proposed for 2008/09, it should be possible to

get borrowing for the three years 2008/09 to 2010/11 back to the agreed target of
£3.625m.



23.  To keep borrowing on target, it will be necessary to achieve all estimated external income,
in particular developers’ contributions, capital receipts and VAT Shelter income. The level
and timing of this income will be influenced by factors beyond our control, in particular the
effect of the economy on the housing market and therefore the programme will need to be

- kept under constant review. The estimated capital receipts required to finance the capital
programme assume the sale of the former Friday Street Depot, affordable housing land at
Gillibrand, and the site of Douglas House.

24.  An allocation of £51,242 Housing and Planning Delivery Grant has been received during
2008/09. This has not yet been taken into account in the 2008/09 capital programme but
is likely to be used to finance Business directorate projects.

25. Receipt and use of additional Section 106 contributions that should be receivable from
developments such as the former Lex site (Pilling Lane) and Buckshaw Village are not
included in the programme until the timing and amounts receivable are more certain. The
use of the contribution for provision of a railway station at Buckshaw Village is not shown
until timing of the scheme is confirmed. Some expenditure has been incurred so far this
year, leaving a balance of around £3.5 million available for this project. Use of 8106
contributions in 2006/07 and 2007/08 to reduce the financing of capital expenditure by
borrowing may mean that some additional borrowing is required in future years if
expenditure is necessary to fulfil obligations in S106 agreements.

DRAFT PROGRAMME 2011/12

26. Committed expenditure continuing into 2011/12 totals ‘£1’.175 million. The details and
estimated financing are shown in the table below.

Draft
Programme
2011142
£

Committed budgets
Planned Maintenance of Fixed Assets 200,000
Project Management Support 40,000
Capitalisation '
Disabled Facilities Grants 300,000
Housing Renewal 200,000
Regeneration Projects - Design Fees 70,000
Replacement of recycling/litter bins & 85,000
containers
Website Development (incl. ICT salary 30,000
capitalisation)
Leisure Centres/Swimming Pool 250,000
Refurbishment
Total expenditure 1,175,000
Financing
Prudential borrowing 575,000
Preserved RTB Capital Receipts fro 100,000
CCH :
Government Grants - Disabled Facilities 180,000

Grants



Government Grants - Housing Capital 320,000
Grant (or equivalent support)

Total financing 1,175,000

Should recharges from directorates’ revenue budgets to the capital programme for project
management, project design and ICT development not be made as indicated, there would
be implications for the 2011/12 revenue budget.

IMPLICATIONS OF REPORT

27.  This report has implications in the following areas and the relevant Corporate Directors’
comments are included:

Finance : v | Customer Services
Human Resources Equality and Diversity
Legal No significant implications in this
area
GARY HALL

ASSISTANT CHIEF EXECUTIVE (BUSINESS TRANSFORMATION)

There are no background papers to this report.

Report Author Ext Date Doc ID
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