CORPORATE RESOURCES

OVERVIEW AND SCRUTINY COMMITTEE

THURSDAY, 26 JULY 2007 AT 10.00 AM

PRESENT:

Councillor Earp (Chairman), Councillors Allison,  Mrs Clarke, Mrs Glendinning, Lishman, Ms Quilter (as substitute for Councillor Boaden until 1.30 pm), Stockdale and Mrs Styth

ALSO PRESENT:
Councillor J Mallinson – Finance and Performance 




Management Portfolio Holder    

CROS.71/07
APOLOGIES FOR ABSENCE

Apologies for absence were submitted on behalf of Councillor Boaden and Councillor P Farmer (Learning and Development Portfolio Holder).

CROS.72/07
DECLARATIONS OF INTEREST

Councillor Earp declared a personal interest in accordance with the Council’s Code of Conduct in respect of Agenda item B.1 – VAT – Partial Exemption.  The interest related to the fact that Councillor Earp was a Trustee Director of one of the organisations referred to in that item of business.

Councillor Mrs Styth declared a personal interest in accordance with the Council’s Code of Conduct in respect of Agenda item A.7 – Asset Management Plan – Surplus Assets and, in particular, Asset Ref. 126 (Land at Morton – Residential site off Wigton Road) because she was the owner of property nearby.

Councillor Stockdale declared a personal interest in accordance with the Council’s Code of Conduct in respect of Agenda item A4(a) – Single Status Implementation because his daughter was an employee of the City Council.

Councillor Mrs Glendinning declared a personal interest in accordance with the Council’s Code of Conduct in respect of Agenda item A.6 – Carlisle Renaissance – Progress Report because she was also a Member of Cumbria County Council.

Councillor Allison declared a personal interest in accordance with the Council’s Code of Conduct in respect of Agenda item A.7 – Asset Management Plan – Surplus Assets because he had made representations on the matter at the Local Inquiry.

CROS.73/07
MINUTES OF PREVIOUS MEETINGS

RESOLVED – That the Minutes of the meetings held on 12 April, 21 May and 14 June 2007 be signed by the Chairman as a correct record of the meetings.

CROS.74/07
CALL-IN OF DECISIONS

There were no items which had been the subject of call-in.

CROS.75/07
WORK PROGRAMME

The Head of Scrutiny (Mr Mallinson) presented the Work Programme for 2007/08, pointing out that –

· An update on the Customer Contact Centre had been scheduled for consideration at this meeting, but that would now come forward to the 6 December meeting of the Committee.

· Performance Monitoring  –  Mr Mallinson had discussed the development and review of Performance Indicators with colleagues and the suggestion was that a Task and Finish Group be established to look at new Performance Indicators and the collection/reporting system currently under development.  Members were asked to give consideration to that and, if agreeable, nominate four Members of the Committee to serve on the Task and Finish Group, and to invite the attendance of the Chairmen of the Community and Infrastructure Overview and Scrutiny Committees.

· Emergency Planning  Arrangements – Members were asked to consider setting a date for the one-off session on that issue.

· Pay and Workforce Strategy – a report would be submitted to the September meeting of the Committee.

· Carlisle Renaissance – was included on the Agenda at items A4(e) and A6.

Referring to Minute Excerpt EX.161/07 concerning Carlisle Renaissance – Funding Delivery, a Member noted the decision that a meeting be set up between representatives of the Executive, the Overview and Scrutiny Management Committee and Carlisle Renaissance and Overview and Scrutiny Officers to review scrutiny protocols for Carlisle Renaissance and to discuss and develop a programme for Carlisle Renaissance to be taken through the scrutiny process.

She stressed the need for the composition of that group to be looked at to ensure that it was cross-party.

The Chairman added that the meeting was scheduled to take place following the meeting of the Committee on 6 September 2007.

Mr Mallinson undertook to take that concern up in discussion with the Leader of the Council.

It was agreed that Councillors Allison, Boaden, Mrs Clarke and Mrs Styth represent the Committee on the Performance Monitoring Task and Finish Group.  Members further agreed that the one-off workshop session on Emergency Planning take place at 2.00 pm on Thursday 30 August 2007.

RESOLVED – (1) That the Work Programme be noted.

(2) That the Head of Scrutiny convey the request for cross-party representation at the meeting being set up to review scrutiny protocols for Carlisle Renaissance in discussion with the Leader of the Council.

(3) That Councillors Allison, Boaden, Mrs Clarke and Mrs Styth represent the Committee on the Performance Monitoring Task and Finish Group; and that invitations be extended to the Chairmen of the Community and Infrastructure Overview and Scrutiny Committees to take part.

(4) That the Committee would undertake a one-off workshop session on Emergency Planning arrangements at 2.00 pm on Thursday 30 August 2007.

CROS.76/07
FORWARD PLAN – MONITORING OF ITEMS RELEVANT


TO THIS COMMITTEE

(a)
The Head of Scrutiny presented report LDS.62/07 highlighting the Forward Plan (1 August 2007 – 30 November 2007) issues under the remit of this Committee.

RESOLVED – That the Forward Plan (1 August 2007 – 30 November 2007) issues within the ambit of this Committee be noted.

CROS.77/07
REFERENCES/RESPONSES FROM THE EXECUTIVE

(a) EX.133/07 – Single Status Implementation

Councillor Stockdale, having declared a personal interest, made no comment on the matter.

There was submitted Minute Excerpt EX.133/07 setting out the decision of the Executive on 11 June 2007 following their consideration of the Deputy Chief Executive’s report CE.27/07 on progress with the implementation of single status.

The Executive had decided:

“1.  That the approach to single status implementation be noted and approved.

2.  That it be recommended to Council that it approves the implementation of single status as reported in CE.27/07 and delegates authority to spend any necessary resources up to the maximum of £112,322 to the Deputy Chief Executive.  These resources would come from the previously earmarked reserves for implementation of the Pay and Workforce Strategy project.

3.  That it be noted that any expenditure of this nature would be reported to Members via the Executive.”

RESOLVED – That the position be noted.

(b)
EX.137/07 – Local Government Improvement Programme – Peer Challenge
There was submitted Minute Excerpt EX.137/07 setting out the decision of the Executive on 11 June 2007 in response to the comments of this Committee on the Local Government Improvement Programme – Peer Challenge.

The decision was :

“(1) The Executive notes that the Corporate Resources Overview and Scrutiny Committee would monitor progress made against the recommendations in the Peer Review.

(2) That the meetings between the Executive and Overview and Scrutiny Management Committee Members would be the most appropriate place to discuss a review of the Constitution.”

RESOLVED – That the position be noted.

(c)
EX.138/07 – Asset Review
There was submitted Minute Excerpt EX.138/07 setting out the decision of the Executive on 11 June 2007 in response to the resolutions of this Committee on progress with a review of the portfolio of assets held by the City Council.

The Executive had thanked the Committee for their comments.

A Member referred to the comments made by the Chairman at the Executive meeting and clarified that Members did understand the role of a Local Asset Vehicle, but not the risks and benefits associated thereto.

RESOLVED – That the position be noted.

(d)
EX.153/07 – Draft Asset Management Plan 2008/09 to 2010/11
There was submitted Minute Excerpt EX.153/07 setting out the decision of the Executive on 2 July 2007 in response to comments of this Committee on the draft Asset Management Plan, namely:

“1.  That the draft Asset Management Plan 2007-2012 be recommended to the City Council.

2.  That, following consultation with the Corporate Resources Overview and Scrutiny Committee, the Executive does not make a proposal to amend the Policy to allow the Executive to make decisions on the disposal of land at less than market value, but encourages the Council where appropriate to take a flexible approach in facilitating developments that improve the social, economic or environmental well being of local residents, in particular regarding affordable housing, subject to compliance with any statutory consents.”

RESOLVED – That the decision be welcomed.

(e) EX.161/07 – Carlisle Renaissance – Funding Delivery
There was submitted Minute Excerpt EX.161/07 detailing the decision of the Executive on 2 July 2007 in response to the comments and suggestions made by this Committee in respect of Carlisle Renaissance Funding Delivery.

The decision was -

“1.  The Executive welcomes comments from both Overview and Scrutiny Committees, particularly the need to review existing Overview and Scrutiny protocols concerning Carlisle Renaissance to improve Member engagement.  This should be taken forward by setting up a meeting between representatives of the Executive, the Overview and Scrutiny Management Committee and Carlisle Renaissance and Overview and Scrutiny Officers to review scrutiny protocols for Carlisle Renaissance and to discuss and develop a programme for Carlisle Renaissance being taken through the scrutiny process.

2.  That the Executive confirms that the funding application referred to in Report CE.25/07 was now under consideration by the Northwest Development Agency and that they had agreed to release advance funding to the City Council of £389,000 to support progress on development schemes and delivery mechanisms.

3. That in support of the funding application and to enable progress on improvements to the City’s historic core, the Executive:

(a) recommends that Council allocates £840,000 from its capital resources (funded from LABGI grant) to fund a public realm improvement scheme on Castle Street; and

(b) asks Infrastructure Overview and Scrutiny Committee to comment on the design and specification of the Castle Street scheme at its next meeting.”

RESOLVED – That the Executive decision be noted.

CROS.78/07
CORPORATE RISK MANAGEMENT
The Deputy Chief Executive (Dr Gooding) presented report CE.31/07 containing the latest quarterly update of the Council’s Corporate Risk Register.

Dr Gooding reported that any change in the status of the risk was shown by a symbol in the movement column.  During the last quarter the current action status/control strategy sections had been addressed and the scoring of certain risks amended accordingly.

Members’ attention was particularly drawn to Risk 19 (risks associated with increased threat of terrorism).  Dr Gooding clarified that business continuity plans were in hand to address that risk.

In addition to scrutinising and commenting upon the Risk Register, Members were invited to suggest emerging risks for consideration by the Corporate Risk Management Group.  If appropriate, those would be incorporated into the Corporate Risk Register, enabling Members to track their management at the next quarterly update. 

Discussion arose, during which Members raised the following issues and observations:

(a) In response to questions, Dr Gooding advised that the Managers identified as suitable for risk management training tended to be those at service head level i.e. it was not the intention to train all Managers since they did not all require those particular skills.

(b) A brief explanation of the methodology used to identify risk scores should be included in future reports for the benefit of new Members.

(c) Referring to Risk 2 – Shared Services Members commented upon the decision of the Secretary of State for Communities and Local Government to reject the County Council’s bid for a Unitary Authority for Cumbria.  They wished to congratulate the Senior Management Team and other Officers for the considerable amount of work undertaken in support of the City Council’s position.

Members recognised that a great deal of work would be required in the coming weeks and months to make enhanced two tier a reality for Carlisle and that Officers would require support in that regard.

In response, Dr Gooding thanked Members for their comments which he would convey to the staff involved.  There would now be a greater urgency around Shared Services; the Medium Term Financial Plan identified budget pressures and a robust approach would be required; the policy framework dictated that the Committee would take a view on any proposal on the matter; and, if the Shared Services agenda was wide ranging, wider Member involvement may be required.

A Member welcomed Dr Gooding’s comments regarding Shared Services, commenting upon the importance of wider ownership of that Agenda throughout the Council.  He noted that Cumbria Local Authorities Strategic Board was co‑ordinating the work, but was unaware of whom that involved.

The Finance and Performance Management Portfolio Holder stated that the unitary decision was a great victory for the people of Cumbria however, with that, came an enormous challenge.  He welcomed the Committee’s input in that regard.

The Portfolio Holder had spoken to the Leader of Cumbria County Council who assured him that they would be working towards a common agenda.

(d) In response to a question on risk 3 – financial reporting, the Director of Corporate Services (Mrs Brown) said that no problems had been raised by the Audit Commission to date on the accounts, the Auditors were on schedule and had given an undertaking to report back to the Audit Committee thereon.

A Member further asked what was being done internally to secure an improvement.   Mrs Brown replied that Officers had done all that they could to improve the standard of all working papers and the level of errors in line with Audit Commission requirements.

A Member noted that, last year, the Auditors had raised issues at the eleventh hour making it impossible for the Council to respond in time for the 30 September deadline.

Whilst accepting the Member’s statement up to a point, another Member said that, unless the issues raised were complicated, Officers should be able to respond fairly quickly.

Mrs Brown advised that last year difficulties had arisen principally because certain information required by the Auditors had been lost in the flood and it had taken time to obtain core documentation from English Heritage.  Such difficulties would be ongoing.

(e) Mrs Brown undertook to provide details of the number of Managers who had received training to improve the financial management standards throughout the authority (risk 11 refers).  Substantial training had been provided to Members of the Audit Committee, although it was recognised that new Members would have a training need.  Mrs Brown added that she would raise that with the Head of Personnel and Development.

(f) Referring to risk 6 – Carlisle Renaissance, a Member noted that the full Renaissance Team was now in place, but was unaware of the composition of the Team.  She considered that reputational, financial and delivery risks remained and questioned whether the movement remained equal.

In response Dr Gooding referred to the concerns expressed by Members at the last meeting of the City Council, as a result of which the risks associated with Carlisle Renaissance had increased.  He undertook to ensure that the Director of Carlisle Renaissance was alerted to the concerns expressed by this Committee.

(g) Members felt that the Committee should have the opportunity to scrutinise a Risk Register containing as up-to-date information as possible.  Whilst accepting the deadlines for the submission of reports to the Committee, they felt that the covering report should contain details of movements which had occurred since preparation of the Corporate Risk Register.

Dr Gooding accepted that point and had no problem in taking that on board.

(h) Referring to risk 4 – Partnerships Members noted that the new procedures were launched in March 2002 and suggested that the matter should be considered again in terms of how effective partnerships were, the resource implications for the Council and the value added.  It would also be useful if a synopsis of current partnerships was provided.

Dr Gooding replied that the report coming forward to the Committee in September 2007 could address those concerns.

The Finance and Performance Management Portfolio Holder stressed that a clear distinction required to be drawn between contractual arrangements and actual partnerships.

(i) In response to a question regarding risk 5 – potential loss of VAT reclaimed, Dr Gooding explained that the impact had reduced slightly because a strategy was now in place to manage that; the likelihood had gone up; and the risk score had gone down because a mechanism was in place to deal with it.

(j) It was agreed that the Committee would consider the IT Strategy at its September 2007 meeting (risk 14 refers).

(k) In response to questions regarding risk 19 – risks associated with increased threat of terrorism, Dr Gooding commented that a county wide group had been set up, including all local authorities, the police and other agencies to draw up a county wide strategy.  He represented the City Council on that Working Group who would be undertaking work over the coming weeks, an update on which would be submitted as part of a future Risk Register.

Members indicated a wish to be included .

(l) Members noted that the risk associated to flooding was included in the section entitled “Risks Removed”, but indicated that they would wish that risk to remain within the Corporate Risk Register.

The Finance and Performance Management Portfolio Holder indicated that he was happy with that course of action.

RESOLVED – (1) That the thanks of the Committee be conveyed to Members of the Senior Management Team and other Officers for the considerable work undertaken in response to the Unitary debate.

(2) That the Committee looked forward to having the opportunity to scrutinise Shared Services at future meetings. 

(3) That up-to-date information be provided to enable the Committee to undertake more positive scrutiny of Carlisle Renaissance.

(4) That it is recommended that the risk associated with flooding remain on the Corporate Risk Register.

CROS.79/07
CARLISLE RENAISSANCE: QUARTERLY PROGRESS REPORT
Councillor Mrs Glendinning, having declared a personal interest, remained within the meeting room and took part in discussion on the matter.

The Director of Carlisle Renaissance (Mr McNichol) submitted report CE.33/07 the purpose of which was to give the Committee the opportunity to consider the Carlisle Renaissance Progress Report (CE.29/07) submitted to the Executive on 2 July 2007.

Report CE.29/07 provided information on progress on issues associated with the governance, management and funding of Carlisle Renaissance and the delivery of strategic objectives for physical and economic regeneration.

The Executive had on 2 July 2007 considered the report (EX.156/07) and referred it to this Committee.

Discussion arose, during which Members raised the following questions and observations:

(a) It would be of assistance if information regarding membership of the Carlisle Renaissance Task Group and the other Groups involved in the Renaissance initiative could be provided in future reports.

(b) The report had been submitted to the Executive on 2 July 2007.  Much had happened since rendering the report out of date.  Members stated that given the Committee’s monitoring role, a new and updated report should have been produced specifically for the Committee.  

Mr McNichol replied that Officers had been working within the initial scrutiny arrangements agreed with Overview and Scrutiny Management Committee and it had since become clear that those needed revising to better suit the needs of Members.

Positive public comments were forthcoming, but it was important to get the policy development process right.  An understanding was also required that once a broad framework for work had been established Officers could progress that work.

Mr McNichol apologised for the late submission of the report on Funding Delivery to the last meeting of the Committee.  He was in complete agreement that the role of Overview and Scrutiny needed to move on so that Members were more involved in the development of policy and projects.

Members welcomed the sentiments expressed by Mr McNichol since, if Members did not have ownership of the process, Officers would not receive the support needed to progress the initiative.

(c) A Member sought clarification of the considerable number of different groups/bodies mentioned within the report.  She further referred to the Economic Strategy which was still in draft form, expressing concern at the way in which the bid for resources for deprived areas, particularly in the south of the City, had been “swallowed up” by Carlisle Renaissance.

Mr McNichol explained that, in terms of the issue of the economic renewal action plan for Carlisle South, it had not been possible to convince the RDA to commit funds in that way at that time.  In addition, emerging Government policy suggested that future RDA funding be concentrated on the causes of deprivation e.g. getting people into jobs and attracting higher wages.  He would welcome more debate on this issue.

Mr McNichol noted the comment that Carlisle Renaissance had “swallowed up” funding for deprived wards, but stressed that it had not.  Further work was required to determine how a neighbourhood renewal approach could be integrated into the Renaissance agenda.

The working environment was extremely complex which was why there were numerous working groups working on various aspects of the Renaissance agenda.  Resources to fund technical support had been obtained from the North West Development Agency.

(d) An explanation of the intended ways of progressing delivery models (paragraph 2.3) was required to ensure proper involvement of the Committee in the process. 

Mr McNichol replied that there were considerable issues around communication and Officers would be looking at how the authority’s resources could be best deployed to deal with the needs of engagement.  The Cross-Party Working Group would give consideration to the development of a best practice programme for Members, officers and stakeholders.  

(e) Referring to paragraph 2.5 a Member asked whether expert advice was required to support the implementation of a Local Asset Vehicle.

In response, Mr McNichol said that short-term project officer support was being negotiated with the Urban Finance Unit of English Partnerships and Officers would draw upon their experience and other appropriate expertise to determine whether that was the correct course of action for the City Council.

(f) Concern was again expressed at the lack of Member engagement in the Carlisle Renaissance process with a consequent lack of momentum.  A Member said that he had been asked about Local Authority Business Growth Initiative (LABGI) grant, but could not answer and that was just one example of lack of engagement.


The report failed because it was a report to the Executive.  The report should have been addressed to the Corporate Resources Overview and Scrutiny Committee and include details of those issues within the remit of other Overview and Scrutiny Committees so that Members could easily identify matters within the remit of the Committee.


A Member added that potential schemes should be brought before Members for consideration prior to requests for funding being submitted.

(g) Given the view of the County Council (paragraph 3.3) what was the position regarding work undertaken on the Castle Way scheme?

Mr McNichol explained that a scoping study of options to reduce the severance impact of Castle Way had been undertaken by CAPITA on behalf of the County Council.  CAPITA produced a report which people perceived as the solution.  That was not the case, the purpose was to determine if the idea merits further detailed feasibility testing.

Progress could not be made without the support of the Local Committee.

(h) Referring to paragraph 3.6 a Member noted that consultation was taking place with key occupiers in the Castle Street area and yet little consultation had been done within the authority.

Mr McNichol outlined the background to the Castle Street public realm scheme.  Certain occupiers in the area had requested that the timing be looked at so that work did not impact  upon the Christmas trading period.  A balance required to be struck between getting the process right and the pressure to be taking action on the ground.

(i) Referring to paragraph 3.4 a Member asked how closely the City Council was involved in ‘secret’ negotiations regarding moving the City Academy from the St Aidan’s site and what funds were used to support that work.

In response, Mr McNichol reported that the Learning City Manager had worked on reviewing the Learning City Strategy.  On the issue of the Learning Village, Mr McNichol had been involved in a working group comprising the Schools Reorganisation Team, representatives of the College and the University which discussed their future plans, one of which was the Academy.  He had also been involved in work undertaken on a Learning Village Scoping Study funded by money paid by the RDA to assess the potential co-location of a new headquarters for the University of Cumbria with the City Academy, Carlisle College, the 14-19 Centre, Trinity and Newman Secondary Schools.  That work also considered the provision of sports facilities in the area to meet both educational and community needs in Carlisle.  An article had since appeared in the Press, and further consideration would be given to the matter in September 2007.

(j) Concern was expressed at the potential difficulties which co-location would cause in the area of the City east of Lowther Street, not least of which would be traffic implications.  Members asked whether traffic studies had been undertaken.

Mr McNichol responded that the issue of co-location was principally about identifying the learning benefits and these would need to be balanced against issues like congestion.

(k) Referring to paragraph 3.8 Members requested an update on discussions with the Save our Streets campaigners and the view taken by the Local Plan Inquiry Inspector.

Mr McNichol reported that the Inspector had noted the differing positions presented by the Save our Streets (SoS) campaign and the City Council.   A meeting had recently taken place, on the recommendation of the Planning Inspector, between committee members of the SoS and Renaissance and Planning Officers in an attempt to establish common ground.

Common ground existed around the retention of certain residential properties; a number of other public buildings were subject of a review by English Heritage to determine whether they were worthy of listing.   

In conclusion general areas of difference and common ground were identified and it was agreed that the parties would make their own statements to the Planning Inspector, including an explanation of the approach taken, to the second hearing provisionally set for 3 August 2007.

(l) Members queried why the Economic Strategy would not now be ready until the end of the year (paragraph 4.3) and what Member involvement was proposed.

Mr McNichol outlined the process undertaken to date.  A further consultation draft would be produced in late September, with consultation in October/November, following which the process of adoption would commence.

(m) In response to a request for an update on the view taken by NWDA on the Concept Proposal and whether they were proposing any changes, Mr McNichol reported that funding had been provided (£389,000) to pay for the secondment of a Development Manager, work on a Development Brief for Caldewgate/Rickergate, technical appraisals, etc.  The Concept Bid included revenue and capital and it was now being suggested that a full application be submitted no later than September 2007.  As regards capital projects the NWDA had requested the submission of individual proposals for each i.e. they were adopting a prudent, cautious approach.

RESOLVED – (1) That the Committee wished to be involved in policy engagement on Carlisle Renaissance with in depth scrutiny being undertaken by relevant Overview and Scrutiny Committees.

(2) That the Director of Carlisle Renaissance be requested to give consideration to areas of deprivation within the City, with a view to identifying whether improvements could be achieved through Carlisle Renaissance.  
CROS.80/07
ASSET MANAGEMENT PLAN – SURPLUS ASSETS
Councillors Allison and Mrs Styth, having declared personal interests, remained within the meeting room and took part in discussion on the matter.

The Director of Development Services (Mrs Elliot) submitted report DS.68/07 concerning surplus assets contained within the Asset Management Plan 2007 – 2012 which were defined for accounting purposes in accordance with the requirements of the Chartered Institute of Public Finance and Accountancy (CIPFA).

The surplus assets comprised vacant property or land, or property temporarily occupied for another purpose, or land which was awaiting redevelopment or disposal and which had been declared surplus by the Council.

The Asset Management Plan identified 26 assets that were surplus with a total value of £7,000,000.   Details, together with a valuation certificate and plan for each, were scheduled at Appendix 3 to the report.

Members’ comments were sought on the make up of the surplus assets in the context of the Council’s Asset Management Plan.

In considering the matter, Members raised the following questions and observations:

(a) Members asked why 7 surplus assets worth £7m had been identified last year and yet those figures had now risen to 26 surplus assets with a value of £26m, and who decided the value of particular assets.

In response, the Property Services Manager (Mr Simmons) advised that Property Services had been working with Financial Services and Corporate Services on the Asset Register, part of which included looking at the categorisation of the various assets.  As a result movement had occurred in line with Officers’ views.  One example of change related to the Raffles Development land. 

Valuations were undertaken by qualified surveyors, either in-house or, alternatively external consultants were commissioned to give advice.  The entire portfolio had been revalued in 2006.

(b) A Member said that he was very unhappy with the report, quoting references from pages 22, 25 and 26 and stressing the need for the Council to get the best possible price when disposing of its assets.  He considered the valuations attached to certain of the surplus assets to be ludicrously low and asked whether the Council should be considering disposal prior to the outcome of the Local Plan Inquiry.

Mr Simmons explained that the Council had to produce valuations each year end for accounting purposes, which had to reflect both potential and the risks at that particular point in time.  If and when matters changed assets would be revisited and re‑valued to reflect market circumstances at that time.  He stressed that no decision for disposal was being made.

Mrs Elliot reiterated those comments, adding that if an approach was made to the Council for disposal it would be necessary to look at each case on its individual merits.

(c) A Member sought clarification of the process adopted in moving assets into the “disposal box”.  He further referred to Asset references 124 (land at Morton – residential site on Dalston Road) and 126 (residential site off Wigton Road) commenting that the Council had in 2002 undertook to protect that land from development.  He therefore questioned why that land had been identified as surplus.

In response, Mr Simmons said that the land in question had been included based upon circumstances.  If that was not the case then the position needed to be reviewed, such review could be done as part of work in the current year.

(d) A Member referred to asset ref 102 – land at Leabourne Road.  Councillors had previously looked into issues around ownership of the land but had been unable to access that information.

Mr Simmons advised that Leabourne Road was a development site with a number of owners, a small part of which being owned by the City Council.  The site had been on the market and a transaction agreed with a prospective developer, however, they had pulled out as a consequence of which no action had resulted.  

(e) The asset value attached to the Raffles development land was £2,6000,000.  Under PPG3 there was a requirement for 30-50 units per hectare.  A member asked whether the houses would  be sold on a shared equity basis.

In response, Mr Simmons outlined the contractual arrangements in place with Lovells for regeneration of the Raffles area, commenting that when Officers gave consideration to the value of the Council’s assets they quantified the right to recover the overage over the period of years remaining and that was reflected in the Asset Plan.

(f) Referring to asset reference 93, Mr Simmons advised that the land at Carlisle Airport was not being disposed of.

RESOLVED – (1) That report DS.68/07 be noted.

(2) That the Director of Development Services be requested to further investigate the change in status of asset references 124 (land at Morton – residential site on Dalston Road) and 126 (land at Morton – residential site   off Wigton Road) and report to a future meeting of the Committee.

(3) That the Committee wished to be closely involved in the scrutiny of disposal issues given the stated intention to move to a Local Asset Vehicle.

(4) That a list of the  powers delegated to Officers regarding disposal of assets be provided to Members.

CROS.81/07
SUSPENSION OF COUNCIL PROCEDURE RULE
As the meeting had been progress for three hours and it was moved and seconded, and 

RESOLVED – That Council Procedure Rule 9 in relation to the duration of meetings be suspended in order that the meeting could continue over the time limit of three hours.

The meeting adjourned at 1.00 pm and reconvened at 1.05 pm.

CROS.82/07
VAT PARTIAL EXEMPTION (FEEDBACK FROM TENANTS)
Councillor Earp (Chairman), having declared a personal interest, remained within the meeting room and took part in discussion on the matter.

The Director of Corporate Services (Mrs Brown) submitted report CORP.37/07 summarising the comments received from tenants on the option to charge VAT on all the Council’s commercial rents.  The Executive on 2 July (EX.173/07) had opted to charge VAT on all of its commercial rents, subject to writing to affected tenants to notify them of that intention and giving them an opportunity to feedback any concerns.

The detailed responses were set out in private report CORP.37.07 which was also included on the Agenda.

The Director summarised the responses stating that they fell into the following categories of concern:

· Responses regarding not being registered for VAT;

· Responses regarding inability to reclaim VAT for other purposes (educational, health or government);

· Responses expressing concern at financial hardship or cash flow problems; 

· No concern over the proposals.

In considering the matter, Members raised the following issues and concerns:

1. In response to questions, the Finance and Performance Management Portfolio Holder outlined the background to and policy currently adopted by the City Council regarding taxation on commercial rents. 

The Portfolio Holder indicated that he was potentially minded to move at the Executive meeting on 30 July 2007 that the Executive confirm their decision to opt to tax (i.e. charge VAT at 17.5%) on all of its commercial rents to take effect from the earliest possible opportunity, subject to the proviso that the Council enter into further negotiations with affected tenants and give consideration to the possibility of providing assistance (in cases where financial hardship could be demonstrated) by other means.  He stressed, however, that Members’ views were welcomed and would be taken into account by the Executive in coming to a decision.

2. Referring to the feedback received from tenants, Members expressed serious concern at the potential impact which the suggested charging of  VAT on all the Council’s commercial rents may have, particularly on small recently established businesses which the Council should be seeking to encourage.

Members were further concerned that the suggested charge may be imposed midway through the financial year, as a consequence of which tenants had not had the opportunity to include that aspect within their business planning process.  They suggested that consideration should be given to exempting certain businesses where the charge would cause financial hardship.

In response to a request for clarification of the legal position, the Head of Legal Services advised that if a decision to charge VAT was made all existing Leases would require to be checked to ensure that the option was available under the terms of each Lease Agreement.  Any Notice would have to be served in accordance with the terms specified in each Lease.

3. The apparent lack of long‑term corporate planning around such issues was also cause for concern.

In response, Mrs Brown explained that slippage in the capital programme was a factor and the Capital Projects Board had been set up to address that aspect.

4. Mrs Brown responded to questions regarding the nature of activities which were classed as “exempt”.  She added that if the Council exempted certain categories of tenant it would effectively be giving them a 17½% advantage.  Logistically and administratively that would be very difficult to implement and the more prudent course of action may be to consider providing relief by other means.

5. A Member noted that a relatively small number of responses had been received from tenants.  He felt that it may be sensible to go with Option 2 as detailed in report CORP.33/07.

6. Members recognised the necessity for the Council to take action to avoid the 5% partial exemption limit being exceeded.

RESOLVED – That the Executive be advised that:

(a) The Committee accepted the need for steps to be taken to ensure that the limit of Value Added Tax the Council could recover on services classed as exempt activities should not be breached.

(b) The Committee is concerned at the potential hardship which may be caused to small businesses as a result of any decision to opt to tax (i.e. charge VAT at 17.5%) on all of the Council’s commercial rents.

(c) The Executive be requested to investigate ways (other than exemption) by which assistance may be provided to tenants demonstrating financial hardship as a result of such a decision.

(d) Members stressed the need for proper long-term corporate planning. 

CROS.83/07
PUBLIC AND PRESS
RESOLVED – That in accordance with Section 100A(4) of the Local Government Act 1972, the public and press were excluded from the meeting during consideration of the following item of business on the grounds that it involved the likely disclosure of exempt information as defined in the paragraph number (as indicated in the Minute) of Part 1 of Schedule 12A of the Local Government Act 1972.

CROS.84/07
VAT – PARTIAL EXEMPTION

(Public and press excluded by virtue of paragraph 3 of Part 1 of Schedule 12A of the Local Government Act 1972)

The Director of Corporate Services (Mrs Brown) submitted report CORP.33/07  advising that the Council was limited by legislation in the amount of Value Added Tax it could recover (Input Tax) on services classed as exempt activities.  The limit was set at 5% of the total Input Tax reclaimed by the Council in any one financial year.  If the Council exceeded that limit it would lose the right to reclaim any of the Input Tax on its exempt activities.

Mrs Brown advised that, due to high levels of planned capital spending on exempt activities, that limit would be breached in 2007/08 and 2008/09 unless the Council took action to correct the position.  If no action was taken, the Council would incur losses in 2007/08 and in 2008/09.

She outlined the various options open to the Council to resolve the position, commenting that swift action required to be taken if the benefits from the options presented were to be achieved.  

Also submitted was private report CORP.37/07 attaching all responses received from tenants on the option to charge VAT on the Council’s commercial rents.  In addition, copies of responses received subsequent to the deadline of 20 July 2007 had been circulated.

RESOLVED – That the Committee had considered private reports CORP.33/07 and CORP.37/07 in conjunction with Minute CROS.82/07 above.

[The meeting ended at 1.40 pm]

