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1.0 Purpose of Report

1.1
This report updates the financial position as at the end of October and presents the programme outputs at the half year point.
2.0 Background

2.1
The approved Board Protocol requires detailed quarterly progress reports on all aspects of the Programme. The half year report is a time to take stock of progress and to decide whether any movement of HMR grant between the local authority partners is necessary or if any other corrective action is required.
2.2
The information presented in order for a judgement to be made is detailed in these appendices -
Appendix A
Actual total monthly claims compared with the original profile

Appendix B
i)
The financial statement of spend per Theme per local authority and in total with an assessment of the risk of a shortfall. Requested virements are also included
ii) An explanatory narrative

Appendix C
The actual and forecast spend per Theme per local authority and in total

Appendix D
Progress to date and the requirement for the rest of the year  per local authority and in total regarding the key outputs – with an assessment of the risk of underachievement

Appendix E
For each local authority separately, the actual and forecast (parts i, ii & iii)
key outputs for each Area Development Framework. 

2.3
The Deed of Variation to the HMR Funding Agreement includes targets for each of the major outputs. It is important that we hit or come as close as possible to these targets or are able to adequately explain any variances to the satisfaction of the CLG.
3.0
Spend 2008/09
3.1
Seven months of HMR claims have now been made this year. After 58% of the year some 71% of the HMR allocation has been reclaimed. Appendix A shows the actual amounts claimed each month compared with the original profile and provides the forecasts for the remainder of 2008/09 – on a month by month and a cumulative basis.  We are at 136% of the original forecast. Accordingly HMR spend has been outstanding to date. Both the capital and revenue elements of the allocation will therefore be very comfortably spent and if the finances were available we could spend considerably more.
3.2 Appendix B part 1 shows the spend to date against each of the Themes for each local authority and the Pathfinder as a whole. 
3.3 Traffic Lighting – as previously, Appendix B includes levels of risk (high, medium or low) in terms of achievement of the programmed spend. The first, column A, is simply an arithmetic exercise and compares percentage spend to date with the total budget for each Theme. Column B, which is of more significance, takes into account actual progress and also the forecast spend profile.
3.4 Appendix B part 2 also includes brief notes where the level of risk has changed from column A to column B. It can be reasonably said that achievement of the financial aspects of programme as a whole and for each local authority should be considered low risk. There may be some particular Themes that are stated as medium or high risk but that is, in the main, because their profiled spend is weighted towards the end of the year and as such there will be an element of uncertainty until starts on site occur. However, the programme and project management procedures in place will ensure that any slippages will be taken up by other projects and that all HMR grant will be fully utilised in an appropriate way. Based on performance so far there is no requirement to move finance between the local authority partners or to take any other corrective action other than to approve the proposed virements.
3.5 Virement requests have been received from Liverpool and Wirral. The details of the virements and reasons behind them are incorporated into Appendix B and the Board is asked to approve the virements
3.6 Appendix C gives the detailed financial profile for the rest of the year. The purpose of this appendix is to give Board Members an appreciation of what is required to be achieved for each Theme per month by each local authority for the remaining months. As can be seen the general picture is one of steady spend between now and the end of the year. This appendix is based upon the previously approved programme and the proposed virements will help the position (eg the Environmental Investments and the Other Themes in Liverpool where significant spend in March had been forecast but this problem will now be removed)
4.0
Programme Performance
4.1
Appendix D gives the progress to date upon the key CLG indicators for each local authority and in total. The information shown is firstly the actual outputs compared with forecasts for the first half-year, April until September; secondly, what still needs to be achieved up to March in order to reach the targets; thirdly, the annual targets themselves; and, finally an assessment of the risk of underachievement for each indicator.
4.2
The table below gives the ½-year performance compared with the forecast approved by the NewHeartlands Board at the start of the year as well as the full year target within the Deed of Variation and shows what still needs to be done to  achieve the full year target.
	Output
	½-Year
	Full Year
	Still to do

	
	Forecast
	Actual
	Target
	

	A41 Matched public finance
	£14.56m
	£10.76m
	£38.00m
	£27.24m

	B10 New Build
	154
	250
	603
	353

	B20 & 30 Refurbishments
	295
	424
	1886
	1462

	B40 Demolitions
	242
	180
	664
	484

	B50 Acquisitions
	221
	400
	442
	42


4.3
The various indicators are now discussed in turn -

A41 – Matched Funding

The target for direct public sector match funding is £38/00 million – a considerable sum. As at the half year, an input of £10.76 million had been achieved against the half year target of £14 .56 million.  However the direct match funding from the local authorities, which is included in the Deed of Variation is well ahead of the half year forecast. £6.12 million has been contributed after 6 months compared with the forecast of £3.67 million and an annual target of £14.42 million. Overall Directly Levered Public Sector Finance included in the Deed of Variation is down because the National Affordable Housing Programme (NAHP) has been slow to come through and it is possible that this element may have to be rephased into next year. This is being monitored and the Board will be kept advised.


Matched funding to date represents 22% of the annual target. In previous years, the majority of match funding comes in the later stages of the year and it is anticipated that this will happen again this year.  As mentioned above, it is anticipated that there may be a shortfall in reaching the 2008/09 annual target because of the delivery of NAHP but this could well be offset by increases in other areas (eg English Partnerships and local authority capital). Because of the proportion of match funding still to occur in the second half of the year the risk of under-achievement has been set at medium for now.

B10 – New Build

Despite the economic conditions, new build completions have held up very well and at 250 are in fact substantially ahead of the forecast of 154. We expect that this momentum will enable us to meet the full year target of 603.

 B20 and B30 –Refurbishments

There have been 424 refurbishments which exceeds the half year forecast of 295. As the refurbishments programme always accelerates as the year progresses we anticipate that the annual target of 1886 will be reached.

B40 – Demolitions

The outputs for the half-year are 75% of the half year forecast (actual 180 compared with a forecast of 242). Some of the problems from last year in terms of actually getting properties knocked down (e.g. utility disconnections, planning conditions, assembling suitable runs of houses etc) have carried over into this year and performance is down. However, a number of contracts (e.g. in Anfield) are now on site and we expect demolitions to accelerate and meet the annual target of 664.


B50 – Acquisitions

Excellent progress continues and the actual performance of 400 well exceeds the forecast of 221. This demonstrates the demand and support for our programme and also reflects the effects of the economic climate in that acquiring property is now easier. Financial constraints will prevent this rate of acquisition from continuing but the full year target of 442 will be exceeded.

4.4 To show the detail at which the programme is monitored and perhaps better illustrate where progress is being made, Appendix E shows the outputs achieved and the forecasts for each area within each local authority.

5.0 Value for Money Plan
5.1
The draft Value for Money Plan was brought to the Board at its meeting on 24th September. Useful and constructive comments were made at the meeting and they were incorporated into the Plan. Since then the Audit Commission Performance Review and Use of Resources visits have taken place and the existence of the Plan was clearly noted by the assessor. One of the recommendations from the Performance Review is -

“Ensure that the draft Value for Money Plan is completed and incorporates shared learning from partners and other pathfinders (to be completed within 6 months”

Accordingly, work will continue on the Plan to meet these requirements and this will be reported to the Board on its completion within the stated timescale.

6.0 Summary

6.1
The financial position continues to be good. The half-year outputs for NewHeartlands are very satisfactory and continue to demonstrate good delivery. It is therefore reasonable to maintain the targets included in the Deed of Variation.
6.2
The position regarding outputs is continuously monitored and an updated position will be brought to the Board at its next meeting.

7.0
Recommendations


That,

i)
the progress to date be noted.

ii)
an update on the major outputs be brought to the January Board meeting

iii)
the virements proposed in Appendix B be approved.

Contact Details :-

Dave Farley

Programme & Finance Manager

NewHeartlands

0151 233 2652

dave.farley@newheartlands.co.uk

Financial Implications:





Updates the financial position. 





Links to Risk Management Framework:





Sound programme management and financial forecasting is integral to Risk Management.





Links to Corporate Objectives:





Effective financial and programme management will help maximum resources to be allocated to help meet corporate objectives.





Summary of Report:





The report provides the financial position up to the October claim and the outputs information for the half year.  HMR spend has been outstanding to date, with 71% of this year’s allocation spent after 7 months. Accordingly both the capital and revenue elements of the allocation will be very comfortably spent by the end of the year. Performance on outputs is ahead of the forecast for the half year except for demolitions (75% of target).  Apart from acquisitions (where 90% of the annual target has already been achieved) the bulk of activity on outputs is scheduled for the second part of the year. However, on current information we are content to maintain the targets for all outputs included in the current Deed of Variation and have advised CLG accordingly.





Prepared by:  Dave Farley





Title: Pathfinder Programme 2008/09 – Half Yearly Progress Report





Equality and Diversity Implications:





None directly.
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