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The report provides an update to CORP63/08, which was considered by the Executive on 24 November. It details the revised capital programme for 2008/09 together with the proposed method of financing as set out in Appendices A and B. 

The report also summarises the proposed programme for 2009/10 to 2013/14 in the light of the capital bids submitted to date for consideration, and summarises the estimated capital resources available to fund the programme.

Recommendations:

The Executive is asked to:

(i) Note the revised capital programme and relevant financing for 2008/09 as set out in Appendices A and B;

(ii) Make recommendations on the provisional Capital Programme from 2009/10 to 2013/14 in the light of the capital bids submitted to date, together with the estimated available capital resources, for budget consultation purposes;

(iii) Note that any capital scheme approved by Council may only proceed after a full report, including business case and financial appraisal, has been approved.  
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PROVISIONAL CAPITAL PROGRAMME 2008/09 TO 2013/14

1. INTRODUCTION

1.1 This report details the revised capital programme for 2008/09 together with the proposed methods of financing as set out in paragraph 3 and Appendix A and B.

1.2 The report also details the capital spending proposals for 2009/10 to 2013/14, together with the potential resources available to fund the programme. 

1.3
A Corporate Projects Board of senior officers continues to take the lead on the prioritisation of investment and the monitoring and evaluation of schemes.  This is to improve performance monitoring and business case analysis of capital projects. 

2. CAPITAL RESOURCES

2.1
There are several sources of capital resources available to the Council to fund capital expenditure, the main ones being:

· Borrowing (Prudential Code - see paragraph 6.2)

· Capital Grants e.g. Lottery Commission, Sports England, DFG, RHG

· Capital Receipts e.g. proceeds from the sale of assets

· Council Reserves e.g. Projects Reserve

2.2 In accordance with the Capital Strategy, the Director of Corporate Services will make recommendations on the most effective way of financing the Capital Programme to optimise the overall use of resources.

2.3 It should be noted that capital resources can only be used to fund capital expenditure and cannot (with the exception of the Council’s own Reserves), be used to fund revenue expenditure.  There are strict definitions of what constitutes capital expenditure.

2.4 It should also be noted that the resources available to support the capital programme can only be estimated during the year.  The final position is dependent in particular on how successful the Council has been in achieving Capital Receipts from the sale of assets against its target i.e. the more capital receipts generated, the less is required to be taken from Borrowing and Council Reserves (and vice versa).

2.5 The cost of borrowing £1m to fund the capital programme will result in a charge to the revenue account in the next full year of approximately £85,000.  This is made up of £45,000 for the cost of the interest payable (4.5% of £1m equates to £45,000) and a principal repayment provision of 4% of the outstanding sum (4% of £1m equates to £40,000).

3. REVISED CAPITAL PROGRAMME 2008/09 

3.1 The capital programme for 2008/09 totalling £7,491,100 was approved by the Council on 26 June 2008 as detailed in the 2007/08 out-turn report (CORP32/08).

3.2 An initial attempt has been made to identify the progress to date of each scheme in the current financial year as detailed in the Quarterly Budget Monitoring report considered by the Executive on 17 November (CORP58/08).  That report also highlighted a significant underspend against the annual budget and an initial attempt was also made to identify slippage on individual schemes.  However the Corporate Projects Board continues to review the whole capital programme with a view to re-profiling the current programme over the next five years to provide a more realistic programme of works.  Therefore an accurate estimate of the value of slippage to 2009/10 is not yet available.

3.3 The revised capital programme for 2008/09 now totals £7,119,600 as detailed in Appendix A, whilst Appendix B details the anticipated use of capital resources. A summary of the revised programme for 2008/09 is shown below:

Summary Programme
£
Appx

2008/09 Original Capital Programme
7,491,100
A

Other adjustments 
(371,500)
A

2008/09 Revised Capital Programme
7,119,600
A

Estimated Capital Resources available 
(17,507,087)
B





Projected (Surplus) capital resources
(10,387,487)


Less Earmarked to Asset Management Reserve

Net (Surplus) of Capital Resources 31/03/09:

· Capital Receipts
2,000,000

(8,387,487)


3.4 It is anticipated that there will be a shortfall on anticipated capital receipts generated during 2008/09, estimated at a net figure of £2,600,000 under the current MTFP projections.  This is primarily in respect of the PRTB agreement with Carlisle Housing Association (shortfall of £2,100,000) and no receipts being received from the Lovells agreement in 2008/09 (shortfall of £500,000).

3.5 An additional £100,000 has been received from the DCLG in relation to Disabled Facilities Grants and has been included within the figures now presented. A further £133,000 has also been received in respect of the Regional Housing Pot, and discussions are taking place with the DCLG to confirm the nature of this allocation. Therefore until details of the grant allocation are received, the additional allocation has not been included within this report. Additional funding has been requested to fund DFG awards in 2008/09 and a virement request is considered elsewhere on the agenda.

3.6 The Council has received its capital allocation for Housing and Planning Delivery Grant which for 2008/09 totals £49,000. Confirmation of the 2009/10 allocation is still to be announced. 

3.7 A virement has also been approved for the purchase of the refuse vehicle fleet following the decision to terminate the current leasing agreement early. This is for £131,000 and was approved by Council on 4 November.

4. NEW CAPITAL SPENDING PROPOSALS 2009/10 TO 2013/14

4.1 During the previous budget cycle it was agreed to keep new capital schemes to a minimum to allow capacity resources to be directed to complete existing schemes. It also assisted the revenue position due to increased investment income. This policy has continued into the 2009/10-budget cycle.

4.2 The new capital spending proposals are summarised in the following table. 

Capital Scheme
App/

Para
2009/10

£000
2010/11

£000
2011/12

£000
2012/13

£000
2013/14 £000

Current Commitments:







Carry Forwards from 2007/08

214
0
0
0
0

Asset Investment Fund/Ind. Est.

215
200
200
200
200

Vehicles & Plant

1,911
255
0
0
0

IT Equipment

283
322
0
0
0

Desktop replacement

108
108
108
108
108

Private Sector Housing
4.5
849
849
849
849
849

Major Repairs

250
250
250
250
250

Hostel Replacement

3,490
0
0
0
0

Housing Strategy

400
0
0
0
0

Play Areas

50
50
50
50
50

Environmental Enhancements

160
160
0
0
0









Total Existing Commitments

7,930
2,194
1,457
1,457
1,457

















New Spending Proposals







Private Sector Renewal

400
700
700
700
700

Housing Provision

0
200
200
200
200

Affordable Housing

0
300
300
300
300

Fuel Poverty/Decent Homes

0
300
300
300
300

Empty Property

0
100
100
100
100

CCTV

70
35
20
50
50

Municipal Buildings Projects

50
50
50
50
50

Carbon Trust Initiative

161
0
0
0
0

Old Town Hall Strategic – TIC

150
0
0
0
0

Vehicle Fleet Replacement

99
0
0
0
0

Vehicles & Plant
4.6
59
60
1,048
327
260

IT Replacement 
4.7
73
40
299
264
378

ICT Shared Service
4.7
(163)
(12)
(162)
(183)
(293)









Total New Proposals

899
1,773
2,855
2,108
2,045

TOTAL POTENTIAL PROGRAMME

8,829
3,967
4,312
3,565
3,502

4.3 Many of the proposals require further appraisal and strengthened Business Cases, which have not yet been considered by the Projects Board.  Therefore should they be approved for inclusion in the Council’s Capital Programme as part of this budget process, the release of any budget would be subject to verification of the business case by the Capital Projects Board and a report to the Executive as appropriate.

4.4 Details of the proposals for spend in these committed areas will be subject to a full report and Business Case to the Corporate Projects Board before the release of any budget. 

4.5 The Private Sector Housing Investment budget is to cover Disabled Adaptations Grants, Renovations Grants and Minor Works Grants. 

4.6 The anticipated budgets for the replacement of the Council’s vehicle fleet are included in the above table.  Previously these would have been funded from the Renewals reserve, but are now incorporated into the Capital Programme.  The replacement of the vehicle fleet was reviewed and a 10-year replacement plan has been produced.  The budgets shown above show the first 5-years of this plan.  There are currently budgets included in the MTFP for 2009/10 and 2010/11, and the figures shown in the above table show the additional requirement for replacement vehicles in these two years and then the full replacement requirement thereafter.  

4.7 The IT replacement budget shows the additional amount in excess of the current MTFP required to bring the budget in line with the Allerdale Shared Services Business Case and also shows the potential savings that would accrue should the shared service proceed as planned with effect from 1 April 2009.

5.1 FUTURE COMMITMENTS

5.2 In addition to the spending proposals in the above table there are also potential capital implications arising from the following issues which will be reported on fully as details become available

· Carlisle Renaissance Action Plan

· Tullie House Development and Trust Implications

· Theatre and Arts Study

· Asset Review Programme

· Sports Facilities Study Implications

· Environmental/Climate Change Issues

· Housing Strategy

5.3 An earmarked reserve has been established for the Asset Investment Fund, which totals £2m after the 2007/08 contribution.  

5. POTENTIAL CAPITAL RESOURCES AVAILABLE 

5.2 The table below sets out the estimated resources available to finance capital programme for 2009/10 to 2013/14.

Source of Funding
Para
2009/10

£000
2010/11

£000
2011/12

£000
2012/13

£000
2013/14

£000

Capital Grants:







· Regional Housing Pot
6.3
(1,122)
(1,122)
(1,122)
(1,122)
(1,122)

· Disabled Facilities Grant
6.4
(510)
(510)
(510)
(510)
(510)

· Other Grants
6.5
(1,950)
0
0
0
0

Capital Receipts:







· Generated in year – General
6.6/ 6.7
(850)
(1,200)
(1,000)
(1,000)
(1,000)

· Generated in year – PRTB
6.8
(400)
(400)
(488)
(449)
(445)

TOTAL

(4,832)
(3,232)
(3,120)
(3,081)
(3,077)

5.3 Since 1 April 2004, authorities have freedom to borrow to fund capital schemes subject to the over-riding principles of Affordability, Prudence and Sustainability (Prudential Code).  Whilst the new freedoms could significantly impact on the capital resources available to the Authority, the principles referred to in effect mean that the Council is limited by the ongoing cost of any borrowing (i.e. the cost of prudential borrowing falls to be met from the General Fund recurring expenditure).  The Prudential Code requires authorities to develop their own programmes for investment in fixed assets, based upon what the authority and local taxpayers can afford, and subject to a full Business Case and Options appraisal process.  Further details on the Code can be found elsewhere on the agenda in the Treasury Management Report (CORP 70/08). 

The Council currently has no requirement to take on any prudential borrowing. However, the projections of capital receipts start to reduce considerably after 2009/10 and at this stage, the use of prudential borrowing to fund the capital programme may need to be considered. 

5.4 The old system of capital funding of supported borrowing has now been removed from the Revenue Support Grant allocation and has been replaced by a separate capital grant funded from the Regional Housing Pot.   This is estimated at £1.122m for future years, although the actual allocation will not be received until January.

5.5 Disabled Facilities Grant allocation will not be announced until January 2009, and therefore the projection is based on current allocations.   A further report will be presented to the Executive in January 2009 once the 2009/10 allocation has been received. 

5.6 A grant has been secured for the delivery of the Family Hostel replacement of £1,890,000.  It is anticipated that this will be received in 2009/10.

5.7 Capital receipts from the sale of fixed assets, including the sale of the Council’s interest in land on the Raffles estate and other specific asset disposals.  This also includes the anticipated receipt from the sale of the London Road hostel once the new hostel is built.

5.8 It is anticipated that there could potentially be a significant capital receipt to be realised by the Council in the following 5 years from the sale of Land at Morton. At the moment, this has not been included in any figures shown in this report.

5.9 The Preserved Right to Buy (PRTB) sharing arrangement with CHA is for a fifteen year period with the Council being entitled to a pre-agreed reducing percentage of the receipts.  Right to Buy sales are predicted to be significantly below the original projections due to the downturn in the housing market and the general economic climate.  Updated projections for the next five-year period have been incorporated in to the MTFP and it is unlikely that the level currently in the 2008/09 budget will be achieved within the current MTFP.

5.10 There is potential to capitalise any one-off costs arising from the shared management arrangements and other initiatives currently being assessed and if agreed by the DCLG via a Capitalisation Direction, will be added to the Capital Programme and will need to be funded from capital receipts. A report will be reported to a future Executive meeting, as the detail becomes clearer.   

7.
SUMMARY PROVISIONAL CAPITAL PROGRAMME 2009/10 TO 2013/14


A summary of the estimated resources compared to the proposed programme year on year is set out below:


2009/10

£000
2010/11

£000
2011/12£000
2012/13

£000
2013/14

£000

Estimated in year Resources available (para 6.1)
(4,832)
(3,232)
(3,120)
(3,081)
(3,077)

Proposed Programme (para 4.2)
8,829
3,967
4,312
3,565
3,502

Projected (Surplus)/Deficit
3,997
735
1,192
484
425








Cumulative B/Fwd Balance
(8,387)
(4,390)
(3,655)
(2,463)
(1,979)

Cumulative year end Position

· Capital Receipts
(4,390)
(3,655)
(2,463)
(1,979)
(1,554)

8.
CONSULTATION

8.1
The Executives draft budget will be issued for consultation on 18 December. The consultation feedback will be considered by the Executive on 19 January, following which the Executive will make final budget recommendations to Council on 3 February 2009.

9.
RECOMMENDATIONS


The Executive is asked to:

(i) Note the revised capital programme and relevant financing for 2008/09 as set out in Appendices A and B;

(ii) Make recommendations on the provisional Capital Programme from 2009/10 to 2013/14 in the light of the capital bids submitted to date, together with the estimated available capital resources, for budget consultation purposes; 

(iii) Note that any capital scheme approved by Council may only proceed after a full report, including a financial appraisal, has been approved by the Executive. 

10.
IMPLICATIONS

· Staffing/Resources – as detailed on the individual appraisal forms

· Financial – included within the report

· Legal – none 

· Corporate – SMT and SPG have considered the new spending proposals contained within this report. 

· Risk Management – as detailed on the individual appraisal forms

· Equality Issues – none

· Environmental – as detailed on the individual appraisal forms

· Crime and Disorder –as detailed on the individual appraisal forms

ANGELA BROWN

Director of Corporate Services
Contact Officer:
Alison Taylor
Ext:
7280

REVISED CAPITAL PROGRAMME 2008/09




APPENDIX A

Scheme
2008/09

Original July 

£
2008/09

Revised Nov 2008 

£
Notes

Talkin Tarn
43,200
43,200


Cremators
11,900
11,900


Longtown MTI Business Grants
10,000
10,000


Multi Use Games Area - Hammonds
7,400
7,400


Cummersdale Play Area
1,500
1,500


Longtown MTI Townscape
1,000
1,000


Land & Property Gazateer
14,100
14,100


Gateway - General Expenses
29,700
29,700


Carlisle Leisure Ltd
3,800
4,800
2

GIS
42,100
42,100


Millennium Gallery General Expenses
60,000
60,000


EPS/CTS New system
97,200
97,200


Corporate IT Infrastructure
17,900
17,900


City Wi Fi
13,300
13,300


Synthetic Football Pitch
308,500
333,000
2

Renaissance Improvements
48,700
61,200
2

Environmental Improvements 
206,200
253,200
2

Greystone Community Centre
83,200
83,200


Belah Community Centre
294,900
304,900
2

Performance Information System
5,000
5,000


Small Scale Community Projects
53,400
73,400
2

Petteril Riverbank Protection Work
82,000
82,000


Adelaide Street Allotment Fencing
10,000
10,000


Historic Quarter
838,000
838,000


Waste Minimisation
0
42,300
2/4

Kingstown Industrial Estate
522,000
522,000


Willowholme Industrial Estate
9,300
9,300


Durranhill Industrial Estate
15,600
15,600


Private Sector Grants
1,230,600
1,330,600
4

Planned Major Repairs
260,000
250,000
2

Vehicles, Plant & Equipment
128,500
259,500
3

IT Equipment
299,400
299,400


Desk top replacement
130,300
130,300


Housing Strategy
1,321,200
471,200
1

Play Area Developments
65,100
15,100
2

ODPM Private Sector Renewal
18,500
63,500
2

Sheepmount Development
213,200
82,200
3

Bousteads Depot
4,200
4,200


Bitts Park Depot
4,200
4,200


Ghyll Bank Gypsy & Traveller Site
0
100,000
2

Cycle Route Investigations
0
8,000
2

Heysham Park Play Area
0
50,000
2

Housing Foyer
300,000
300,000


MUGA & Sports Initiative
105,000
95,000
2

Hammonds CCTV
25,000
25,000


Caldew/City Centre Flood Defence
21,000
21,000


Kingmoor Nature Reserve
40,000
40,000


Family Hostel Replacement
400,000
400,000


Customer Services
50,000
50,000


Document Image Processing
45,000
45,000


Energy Efficiency – Carbon Trust 
0
3,000


Chances Park 
0
11,200
4

Eden Bridge Garden Scheme
0
25,000
4

Housing & Planning Delivery 
0
49,000
4

TOTAL
7,491,100
7,119,600


Notes:

1. £750,000 carried forward to 2009/10 for funding of the hostel replacement.

2. Other variations relate to virements between schemes or additional contributions received as set out in Executive reports CORP40/08 and CORP58/08.

3. Virement of £131,000 to fund the purchase of the refuse vehicle fleet as approved by Council on 4 November.

4. Grossing up schemes as a result of external contributions received.

APPENDIX B

REVISED CAPITAL PROGRAMME 2008/09 – PROPOSED FINANCING 

Source of funding
2008/09

Original

£
2008/09

Revised

£
Notes

Capital Grants:




· RHP
1,122,000
1,122,000


· DFG
510,000
610,000


· General
37,300
171,800
1

· Slippage from 2007/08
25,000
0
2

Capital Receipts:




· B/fwd from previous year
9,721,069
12,538,387
3

· PRTB receipts
2,400,000
300,000
4

· Generated in year
1,000,000
500,000
5

Capital Contributions




· General
62,300
264,900
6

TOTAL FINANCE AVAILABLE 
14,877,669
15,507,087


TOTAL PROGRAMME (SEE APP A)
7,491,100
7,119,600


PROJECTED SURPLUS CAPITAL RESOURCES AVAILABLE
7,386,569
8,387,487


Notes:

1. Capital Grants relate to ODPM, Synthetic Football Pitch, Longtown MTI Business Grants and Townscape, H&PDG and the Eden Bridge Garden Project.

2. Slippage from 2007/08 was an error in original budget and no longer needed.

3. The capital receipts balance at the end of 2007/08 was greater than anticipated.

4. There is anticipated to be a shortfall in PRTB receipts for the year due to the decline in the housing market and the reduced number of anticipated sales in the year.  The revised projection for 2008/09 is that only 7 sales will occur realising a receipt of £300,000.

5. For 2008/09, no receipts from the Lovells agreement will be received, as approved by Council on 4th November, producing a shortfall on income of £500,000.

6. Contributions relate to Environmental Enhancements (£70,000), Waste Minimisation (£42,300), MUGA (£5,000), Belah Community Centre (£76,200), Greystone Community Centre (£14,200), Hammonds CCTV (£5,000), Kingmoor Nature Reserve (£40,000), Chances Park (£11,200) and Biits Park Airdome (£1,000).
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