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Title:
PARKHOUSE & NORTH CARLISLE INFRASTRUCTURE ISSUES
CAPITAL BID IN RESPECT TO ELECTRICITY SUPPLY PROVISION

Report of:
HEAD OF PROPERTY SERVICES &
HEAD OF ECONOMIC & COMMUNITY DEVELOPMENT SERVICES

Report reference:
PS  12/03;  ECD 39/03

Summary:

This report seeks a provisional allocation of capital resources in 2004/05 in order to contribute towards major infrastructure constraints at Parkhouse -  in particular an appropriate electricity supply for development.  A public-public partnership with the North West Development Agency is a possibility in order to assist funding.  Detailed appraisal and estimate work along with actual funding provision shall be reported back to Members for a decision in due course, once a proper risk assessment has been undertaken.  In the meantime, a broad allocation of capital is considered appropriate and is recommended.

Recommendations:
It is recommend that:

1. A provisional capital sum of £1,000,000 be set aside in the budget for 2004/05 for electrical infrastructure works at Parkhouse;

2. It be noted that this sum may be spread over 3 years and partly funded from various sources, as yet undefined;

3. Once the detail about costs and funding are more clearly defined, a report shall be presented to the Executive for a decision.

Contact Officer:
David Atkinson 
Ext:
7420


David Beaty

7120

1. BACKGROUND INFORMATION & OPTIONS

Introduction

1.1 The electricity supply to north Carlisle is in immediate need of major reinforcement.  Future development at Kingmoor Park and Parkhouse depends on additional capacity being provided.  The additional demand is such that developer capital contributions need to be agreed before works can be commissioned by United Utilities.

1.2 This report seeks a provisional capital allocation to provide funding towards a new power supply. Appropriate funding agreements require negotiation with various partners before a final decision is taken.

1.3 The situation is complex, particularly because of the uncertainty about the size of future demand.  However, in the long term, there is a compelling strategic case to ensure that the supply to the Kingmoor / Parkhouse / Kingstown areas is sufficient to meet the needs of Carlisle's principal development area.  In the short term there are existing businesses that are unable to progress their development plans while the electricity supply issue is unresolved.

1.4 There is much work still to do in order to reduce the Council's liability to a minimum and maximise the benefits from development.

Background

1.5 The electricity supply to Carlisle from the 132Kv National Grid is via the Harker Grid Supply Point owned and operated by United Utilities.  This supplies electricity to a network of Primary substations throughout Carlisle.  The capacity of the circuits in this primary network is fully taken up.  No additional demand can be met using existing facilities, yet there is a significant amount of new development in the pipeline in the area around Junction 44 of the M6.

1.6 The City Council and Kingmoor Park have been negotiating a number of leases with developers and occupiers where the final amounts of electricity supply have been used up or where a temporary generation solution is to be undertaken by individual businesses.  The completion of leases for new development are now thwarted because of the severe doubt over a long term supply.  

1.7 This is having the effect of stifling both job creation and land value for both the City Council and Kingmoor Park.

1.8 United Utilities are solely responsible for the system of infrastructure distribution of electricity for the North West.  The only solution open to United Utilities to meet this demand is to construct a new primary substation to provide capacity for new developments.  As the distribution network operator for the North West, United Utilities is the sole licensee able to make connections to the National Grid.  There is no alternative supplier.


1.9 United Utilities are entitled to seek a contribution from both the City Council and Kingmoor Park Properties towards the capital cost of the Primary substation. It appears to be the case that United Utilities will not commit to the investment until such time as it has agreement on the demand and the level of contribution from Kingmoor Park and / or the City Council.


1.10 Officers have been in discussion for 18 months about this, in the hope that United Utilities would capitulate, and either supply the required infrastructure or for costs to be taken direct from land value once leases were to be signed – and thereby avoid making a capital payment.

1.11 After significant negotiation, United Utilities have very recently altered their original stance and have provided a scheme jointly to both Kingmoor Park and the City Council.  This provides a short term solution to the problem by providing temporary reinforcement to the supply pending the completion of the primary substation in 2005.  But the bottom line is that a capital contribution of considerable magnitude is required proportionate to the amount of development to take place on both City Council and Kingmoor Park land.  It also requires the City Council and Kingmoor Park to act together in reaching a formal agreement with United Utilities as early as possible in 2004 in order for the temporary supply to be in place by mid 2004 and the primary substation by 2005.  This is a change of tack by United Utilities and was too late to incorporate into the Council's budget setting process.

1.12 The North West Development Agency, County Council, Kingmoor Park and Cumbria Inward Investment Agency have been involved in these negotiations, including lobbying with United Utilities' top people.

1.13 Timescales are short and development pressures are building up.  An interim solution to what is an immediate problem is available – but only if the City Council and Kingmoor Park sign up promptly to a long-term agreement – where neither all the costs are as yet known nor all of the financing arrangements in place.  


1.14 The total cost of the scheme could be well over £4.5 million.  The figures being discussed would be considerably higher if Kingmoor Park and the Council acted separately – but, once the costs are agreed, United Utilities are prepared to accept a fixed price contract.  

1.15 United Utilities are also prepared to spread the cost over a period of 3 years.  So, although this report indicates that a capital bid of £1 million might be required from the Council, this could be spread over 3 years, and paid for through appropriate leasing arrangements if these can be agreed with occupiers of land along with a possible partnership with the North West Development Agency.  There are United Utilities repayment provisions, but these are minimal in comparison to cost.

1.16 Current land values suggest – assuming such leases are signed – that the costs can be paid for through leasing arrangements between occupiers / developers with the City Council, but of course with market factor circumstances being what they are, there is no guarantee.  Current property negotiations are suggesting capital receipts from leases will be in the order of £5 million.  This is substantially above expectations due to the marketing policy adopted by the City Council and current development demand.

1.17 The North West Development Agency are prepared to fund 50% of the City's contribution –– through a public/public partnership, subject to an agreement being in place which will include claw-back of monies back to the Agency.  An application for funding is required immediately, and that in itself requires the City Council to undertake "at risk" work to complete a detailed scheme for Agency approval.  Depending upon the terms of any agreement with this agency, it might be more prudent for the Council to fund the contribution solely, but this requires analysis.   NWDA support for Kingmoor Park’s capital contribution would be through a different mechanism, which as far as is known, is acceptable to Kingmoor Park and would enable them to sign an agreement with United Utilities alongside the City Council.

1.18 Full details of the scheme then require proper project management.  Fees are available through the North West Development Agency if the financing is approved by them for such costs.

1.19 The scheme could have added value incorporated in the way of better landscaping, signage and appropriate highway works in the area and linkage to proposed improvements at Kingstown Industrial Estate. 

Conclusions

1.20 There is a compelling case for contributing to this infrastructure in order to assist creating jobs and raising capital receipts.

1.21 Time is of the essence.  Developments are being held up because of uncertainty regarding the availability of power in the area.

1.22 Effectively, this report seeks – as a point of principle – a decision about funding to about 25% of the total scheme cost.  In a package of measures where the detail is currently being negotiated - the detail of which shall be reported back.

2. CONSULTATION

2.1 Consultation to date:
 Kingmoor Park Properties Ltd, Cumbria Inward Investment Agency, North West Development Agency, County Council, United Utilities and relevant businesses.
2.2 Consultation proposed:  As above.
3. RECOMMENDATIONS
It is recommend that:

3.1 A provisional capital sum of £1,000,000 be set aside in the budget for 2004/05 for electrical infrastructure works at Parkhouse;

3.2 It be noted that this sum may be spread over 3 years and partly funded from various sources, as yet undefined;

3.3 Once the detail about costs and funding are more clearly defined, a report shall be presented to the Executive for a decision.

4. REASONS FOR RECOMMENDATIONS


4.1 Corporate Plan objectives covered are:-

· Economic Prosperity -  In partnership, develop, support and modernise the local economy.

· Infrastructure, Environment and Transport – Promote and maintain a sustainable environment.



· Council Management – To manage effectively our resources strategically.

4.2 A capital bid is recommended subject to the detail about costs and funding being more clearly defined before a final decision is made. 

4.3 In order to draw up an appropriate scheme and apply for North West Development Agency funding, the virement of budgets under officer delegation will occur.  These will be reimbursed if the bid for North West Development Agency funds is effected.


5. IMPLICATIONS

STAFFING / RESOURCES :   A substantial number of capital receipts stand or fall on the provision of the electricity supply in the area.
FINANCIAL :  The Head of Finance has been consulted.

LEGAL :  The Head of Legal & Democratic Services has been consulted.

CORPORATE:    Included.


RISK MANAGEMENT:.  A proper project managed and assessed scheme will be included as part of the North West Development Agency application for funding. 

EQUALITY ISSUES :  Not relevant.

ENVIRONMENTAL :  All development will comply with appropriate Local Plan guidance.  The North West Development Agency will require a high degree of landscaping in any scheme.

CRIME & DISORDER :  The development of land at Parkhouse will mitigate a problem of illegal trespass in the area currently being experienced.




























































































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:  none 
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