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Report of:
DIRECTOR OF COMMUNITY SERVICES / DIRECTOR OF DEVELOPMENT SERVICES

Report reference:
CS 34/07

Summary:

This report sets out proposals for expenditure of the approved capital budget on the principles agreed by the Executive at its meeting on 23 April 2007.   

Recommendations:

It is RECOMMENDED that:

1. The underspend in 2005/6 together with the capital budgets for 2007/8 and 2008/9 be used to invest in the unadopted sections of highway on Kingstown Industrial Estate

2. The £130,000 for investment on the unadopted highways in Willowholme be met from the budget in 2009/10.

Contact Officer:
Gordon Nicolson
Ext:
5022

1. BACKGROUND INFORMATION AND OPTIONS

1.1.1
The City Council undertook an asset condition survey of its ‘Industrial Estates’ in 2004/05 to assess their condition and identify what Capital Repairs were required to enhance their performance.

1.1.2
The Estates surveyed were Kingstown Industrial Estate; Durranhill; Willowholme and Rosehill.

1.1.3
Consultation meetings were organised by Property Services with Tenant groups and their consideration, regarding repairs and improvements, were considered in drawing up the list of repairs and improvements.

1.1.4
In 2004 the Council included a recurring Capital annual allocation of £200,000 to re-invest in the Estate infrastructure – identified and approved as Asset Investment Fund in the Proposed Capital Programme of the Financial Plan.

1.1.5 The repairs and improvements were costed for each and the Industrial Estates were prioritised setting aside £200,000 per annum for the improvements.

1.1.6
A programme of works to the industrial estates has been progressed in subsequent years.   The Executive considered report DS 38/07 at its meeting on 23 April which agreed the principles for future investment.

1.2
Current Position

1.2.1
To date the City Council has carried out major improvements to Kingstown Industrial Estate value £400K ( over 2 years ), some improvements to Willowholme regarding signage and fencing totalling £70K.

1.2.2
Work has been stopped on Willowholme during 2005-06 due to major water and sewage improvements being undertaken by United Utilities, after the floods of 2005. Officers deemed it prudent to stop any road repairs / improvements until United Utilities complete their operations.  This is not expected until 2009/10.

1.2.3
During 2006-07 the £200K agreed budget has been earmarked for Durranhill estate and again detailed consultation has taken place, with tenants, before agreeing the work programme.

1.2.4
In carrying out further surveys it is clear the roads at Kingstown Industrial Estate are deteriorating quicker than first envisaged.  The roads are in a critical and in some cases dangerous state of repair.

1.2.5
The Director of Community Services and Director of Development Services recommend that existing surplus budgets initially earmarked in 2005/6 but deferred until 2009/10 at Willowholme £130K, £200K be combined into the current 2007-08 improvement budget, making approx. £330,000, and that the substantial budget be used to carry out major road upgrades at Kingstown Industrial Estate, making sections of roads up to an adoptable standard.  

1.2.6 Further, it is recommended that the £200K budget for 2008-09 be also committed at Kingstown to the same aim.   The completion of major improvements to Kingstown Broadway (North) and Grearshill Road would be a priority, followed by Millbrook & Petershill Roads would follow and would bring these up to an adoptable standard and transfer the future maintenance responsibility to the Highway Authority.   This will be particularly important to cater for the forecast increased traffic flows when the Carlisle Northern Development Route is completed.

1.2.7
Subject to approval of the funding the proposed programme would be as follows:-


2007/8  Detailed design, consultation and procurement  

*end March/April 2008 – works commence on site

completion Autumn 2008

The forecast expenditure profile:-


2007/8
£25,000  (in house costs)

2008/9
£490,000

2009/10
£15,000  (primarily retention payments)

*The works could be brought forward by several months subject to resolution of the VAT issue being considered elsewhere on this agenda.

1.2.8
In 2009-10 it is recommended that, provided United Utilities have completed their works at Willowholme, the City Council complete the agreed programme of works, at Willowholme , utilising that years budget.

2. CONSULTATION

2.1 The business case was presented to the Capital Board on 22 May 2007 and received approval

2.2
The progress of any major improvements would engage the business tenants on Kingstown and the County Council.

3. RECOMMENDATIONS

It is RECOMMENDED that:

3.1 The underspend in 2005/6 together with the capital budgets for 2007/8 and 2008/9 be used to invest in the unadopted sections of highway on Kingstown Industrial Estate.

3.2 The £130,000 for investment on the unadopted highways in Willowholme be met from the budget in 2009/10.

4. REASONS FOR RECOMMENDATIONS

The funding earmarked for road improvements at Willowholme should not be progressed until completion of the major sewerage and flood defence works.   Failure to undertake the highway works to the unadopted roads at Kingstown would result in an accelerated deterioration and repair costs.   The improvement and subsequent adoption would relieve the City Council of any future maintenance liability for those roads.

5. IMPLICATIONS

· Staffing/Resources –  Existing resources will be utilised

· Financial –   

Existing Budgets for Industrial Estates (subject to Carry Forwards* CORP16/07 on the agenda):

Industrial Estate
2007/08
2008/09
2009/10

Annual Budget Allocation
200,000
200,000
200,000

*2006/07 Carry Forward requests:

Willowholme

Durranhill

Kingstown
  25,300

168,900

   19,600
  9,300

30,000


Willowholme 
130,000



Totals
543,800
239,300
200,000

Proposed Programme: 

Industrial Estate
2007/08
2008/09
2009/10

Annual Budget Allocation


 70,000

*Carry Forward requests CORP16/07:

Willowholme

Durranhill

Kingstown
  25,300

168,900

   19,600
  9,300

30,000


Willowholme


130,000

Kingstown
  25,000
490,000
  15,300

Totals (3 years=£983,100)
238,500
529,300
215,300

The programme of highways works envisaged must comply with the statutory definition of capital expenditure. In this case the works must lengthen substantially the life of the highway and / or increase the market value of the industrial estate. Work that does not contribute to these aims, such as repairs and maintenance, e.g. patching and resurfacing, is classed as revenue spending and cannot be capitalised.

Industrial Estates are one of the few services provided by the Council that are classed as exempt activities for Value Added Tax (VAT) purposes. The Council can reclaim VAT on its exempt activities providing that the annual total falls within a prescribed partial exemption limit, which currently stands at 5% of the total VAT reclaimed on its spending in any one year. If the Council exceeds this limit then the Council loses the ability to reclaim any of its VAT on exempt activities, which would cost the Council approximately £200k in the year the limit

was breached.  As the expenditure on the Industrial estates contributes towards the 5% exemption limit it is important to consider the implications of large amount of expenditure falling in any one year.  The revisions to the 2007/08 programme proposed lessen the effect but there still remains an issue regarding the limit being breached overall for the Council (largely to do with the Cremator expenditure also exempt mostly falling in 2007/08).  The Director of Corporate Services reports on this position and the options elsewhere on this agenda.  

The question of capacity also requires consideration.  If the budgets in any year are set very high resulting from the carry forwards, the actual delivery of the work and expenditure will be measured against this target.  It is advisable to consider carefully the profile, to accurately reflect when the work will be carried out.  One of the judgements made in the Use of Resources assessment concerns actual expenditure compared to the target.  Underspends (and overspends) point to weak financial management in the Use of Resources assessment.

· Legal –  N/A.

· Corporate -  Enhances Industrial Estate Capital Improvement Programme and compliments the Asset Management Plan

· Risk Management –  Renewal of surfacing reduces risks associated with quality of roads 

· Equality Issues –   Not applicable 

· Environmental –  Will consider possibility of recycling process with tarmac surfacing

· Crime and Disorder –  Not applicable

· Impact on Customers –  Quality of access and  road surfacing

Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers:  DS 38/07 
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