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Summary:

The Council’s Capital Strategy for the period 2005/06 to 2007/08 was considered in draft form by the Executive at the meeting on 17 May 2004 and is attached for final consideration by the Executive prior to making recommendations to Council on 03 August 2004.  

The Corporate Resources Overview and Scrutiny Committee considered the draft Strategy on 25 May, and their comments are included on the Agenda.          
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CAPITAL STRATEGY 2005/06 TO 2007/08

1. BACKGROUND

1.1 The Capital Strategy has been a key document for Council since it was introduced through Government guidance in 2000/01.

1.2 The City Council’s Capital Strategies for 2001/02 and 2002/03 were judged to be ‘Good’ by the Office of the Deputy Prime Minister (ODPM), and consequently formal approval of future Strategies is no longer required. However it is considered good practice to update the document annually to inform the Medium Term Financial Planning process, and the Council’s Capital Strategy for the period 2005/06 to 2007/08 is attached for consideration.  

1.3 The Strategy has been updated from the original draft considered by the Executive and Corporate Resources Overview and Scrutiny Committee to update the Council’s Priorities which were agreed by Council on 1 June 2004 and also to update the Capital Resources in the light of the 2003/04 Capital Outturn which is elsewhere on the agenda.

2. CONSULTATION

2.1 Consultation took place with the Strategic Financial Planning Group on 11 May and the Corporate Resources Overview and Scrutiny Committee on 25 May. The minutes of the Corporate Resources Overview and Scrutiny Committee are considered on this agenda. 

3. RECOMMENDATIONS

3.1 The Executive is asked to approve the Capital Strategy for recommendation to Council on 03 August 2004.

4. REASONS FOR RECOMMENDATIONS

4.1 To ensure the Council approves the Capital Strategy 2005/06 to 2007/08 on 03 August 2004 to guide the budget process.

5.
IMPLICATIONS
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Staffing/Resources

· Financial

· Legal

· Corporate




Included within the
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Risk Management


Capital Strategy as

· Equality Issues



attached

· Environmental

· Crime and Disorder

· Impact on Customers

ANGELA BROWN

Head of Finance

Contact Officer:
Angela Brown


Ext:
7299

Financial Services

Carlisle City Council

6 July 2004

AB/CH/FS9-04 Cap Strat Exec 19.7 (amended)


CAPITAL STRATEGY

2005/06 TO 2007/08

JULY 2004
CARLISLE CITY COUNCIL

CAPITAL STRATEGY 2005/06 to 2007/08
1. INTRODUCTION

The Council’s Capital Strategies for 2001/02 and 2002/03 were judged to be ‘Good’ by the ODPM, and consequently future strategies no longer require to be submitted to them for approval. The Strategy will however continue to be updated annually to inform the Medium Term Financial Planning process. 

The objectives of the Capital Strategy are to:

· Set out the corporate objectives that will determine the Council’s priorities and approach to capital investment in support of City Vision;

· Inform the bidding for capital resources;

· Ensure that capital resources contribute to the achievement of the Council’s corporate objectives;

· Co-ordinate the strategic capital priorities emerging from service unit business planning  and ensure opportunity for joined up investment is maximised;

· Manage performance management and decision-making procedures that will help achieve the best use of capital resources;

· Monitor the capital spending and projects and schemes to ensure that the City’s money is spent wisely.

2. STRATEGIC PLANNING 

The Strategic Planning Framework guides and delivers the Council’s key priorities for the future. The framework is shown in Appendix A and is explained below:

City Vision 

This is the Community Plan, a ten-year (2002 to 2012) Community Vision for the Carlisle area which was developed following extensive consultation with partners and the community.  The City Vision partnership is reviewing the focus of future action and the Council is to determine how City Vision relates to the Local Strategic Partnership Strategy with Eden District Council and other partners.

Carlisle City Council Corporate Plan (2004 to 2007) 

This identifies the main priorities for the City Council arising from the City Vision and also from other areas, and guides the allocation of resources within the Council. The Council was assessed as a ‘Good’ authority under the recent Comprehensive Performance Assessment and has responded to a programme of improvement led by much greater direction and focus for the future, and a fundamental review of the Council’s priorities. The four key aims being recommended as the priority for focus over the next three years are:

· Develop Carlisle’s Regional Status

· Develop Carlisle’s Infrastructure

· In partnership, alleviate deprivation and social exclusion

· Achieve excellence in core Council Services

Business Plans 

Each of the Council’s twelve Business Units is required to produce an annual business plan that identifies service issues and priorities, and forecasts financial commitments in accordance with the priorities identified in the Corporate Plan.  The reports are considered and monitored corporately by the Council’s Corporate Management Team and by Overview and Scrutiny Committees on a quarterly basis.  The next stage of development in the Business Planning Process is to extend the planning horizon to identify resources and cost proposals emanating from the Plans over a three-year planning period. 

Further work is planned to improve the linkage of the Corporate Plan through the rationalisation and review of the Council’s Strategies and Plans, and in particular reflect budget implications and decisions of Council. This is being achieved by the integration of actions arising from the various Plans and Strategies into the Business Planning Process.

3.
POTENTIAL CAPITAL PRIORITIES 
The City Vision and the Council’s Corporate Plan have informed the development of the Capital Strategy by identifying potential future capital projects.  In turn, the Asset Management Plan, is driving the better use of assets to deliver services and in identifying opportunities for capital receipts and partnership working to maximise outcomes from the capital programme.  Current examples of future capital schemes to be considered through the Capital Strategy are set out in Appendix B. 

4.
PARTNERSHIP WORKING

The Council is committed to working in partnership to achieve its objectives, with capital and asset value contributions being used to pump prime other sources of funding to achieve maximum outcomes.  Recent examples are:

· Waste Minimisation and Recycling. Over £1m has been received from DEFRA to set up a kerbside recycling scheme in a joint initiative with Eden District Council. The two Council’s have committed to providing the ongoing revenue funding requirement. 

· Sheepmount. The Council has been successful in a bid to Sport England and the Football Foundation to provide improved facilities at the outdoor athletics facility. The project is currently subject to Council approval, but if approved it will bring  £2.1m of Grant funding and require £1.5m of investment from the Council.

· Tullie House. The Council is currently investigating the available options for the future delivery of the Museum service based at Tullie House including the setting up of a Trust as a means of delivering the Councils long term objectives.   

· Local Strategic Partnership. The Council led the formation of the Carlisle and Eden Local Strategic Partnership in response to the economic and community devastation caused by Foot and Mouth disease.

· Housing Stock Transfer. The Council selected Riverside Housing Association to be its partner for the transfer of 7200 houses, which resulted in £43m of reinvestment in the Housing Stock in the first five years. 

· Leisuretime. The Council externalised the assets of the Sands Leisure Centre, City Pools and Outdoor Recreation facilities to a partnership.  This will provide capital investment in the facilities, as recommended in the Best Value Review of Leisuretime.

· Kingmoor Park Development. This multi-million pound project to develop the only regional strategic employment site north of Lancaster has seen £400,000 of City capital invested in a company partnership with the County, private sector, English Partnerships combined to European monies (KONVER) grant funding.

· Lanes Development.  This award winning development is the City Council’s main shopping centre and has achieved a further 11 retailers in 2002, enhancing capital value and rental income.
Funding for Capital projects is sought from all sources including emphasis on the attraction of external and competitive funding regimes, considered by the Council’s External Funding Officer. In respect of PFI, the Council is working with the County Council regarding the proposed Carlisle Northern Development Route.  

5.
CAPITAL PROGRAMME 2004/05 to 2007/08

A summary of the funding of capital schemes is shown below. 

Expenditure:
2004/05

Original

£
2004/05

Revised

£
2005/06

Illustrative

£
2006/07

Illustrative

£
2007/08

Illustrative

£

General Fund
6,850,000
10,738,520
2,337,210
2,021,360
1,218,000

Vehicle, Plant & Equip
1,804,540
2,117,210
834,710
289,780
289,780


8,654,540
12,855,730
3,171,920
2,311,140
1,507,780

Funded By:






Capital Receipts
3,182,000
6,185,057
5,600,000
7,140,490
8,305,830

Disabled Facilities Grant
177,000
177,000
177,000
177,000
177,000

Borrowing
1,222,000
1,222,000
1,109,700
1,109,700
1,109,700

Projects Reserve
1,729,000
1,526,451
414,008
42,008
42,008

Renewals Reserve
1,804,540
2,111,350
834,710
289,780
289,780

Grants
1,300,000
2,354,880
91,000
0
0

Revenue Contributions
0
15,000
0
0
0


9,414,540
13,591,738
8,226,418
8,758,978
9,924,318

Potential Excess Resources
760,000
736,008
5,054,498


6,447,838


8,416,538

Overall Capital Programme – this has reduced substantially from previous years due to the transfer of the Housing Stock to Carlisle Housing Association in December 2002, on which the bulk of the expenditure was previously spent. 

Capital Receipts  - these continue to fund a substantial proportion of the overall capital programme, and the bulk of these are still generated from the sale of former Council Houses. Under the terms of the Housing Stock transfer, a Preserved Right to Buy (PRTB) sharing agreement exists with Carlisle Housing Association, whereby the City Council will receive a reducing proportion of PRTB receipts for the first 15 years of the contract and there is an expectation of substantial receipts being received.  However there is also an expectation from the ODPM that these receipts should be used to fund the Council’s housing strategy, whether by providing additional social housing or supporting private sector renewal, or in ways that will benefit the delivery of the sustainable community. 

Additional Capital Receipts are generated from a surplus land disposal strategy, with a SMART target of achieving a minimum of £500,000 per year of new receipts. 

Projects Fund – the potential surplus resources have been adjusted to take account of all of the carry forward requests resulting from the 2003/04 out-turn and the Revenue Budget shortfall, which will be a first call on the Projects Reserve Funds. 

Borrowing – Under the Prudential Code regime introduced from 1st April 2004, the Council is able to borrow to fund its capital programme as long as it can afford to service the debt repayments.  Currently there are no plans to take on any borrowing over and above the current level which is supported through the Revenue Support Grant.  Capital and revenue budget planning processes are integrated so that coherent decision making can take place on the level of borrowing that is prudent, affordable and sustainable for the authority. The capital strategy will therefore form an integral part of the strategic financial and service planning process and will support decisions made on capital investment under the prudential code.

6.
APPROACH TO PRIORITISATION OF INVESTMENT

The Council's rolling three-year budget cycle starts early in each Municipal year and addresses the prioritisation of both its revenue budget and capital programme.

As part of the annual budget process, services put forward capital bids arising from Strategy Documents and Best Value Reviews which are reflected in individual Business Plans, and which are in accordance with the Council’s identified priorities.  A formal system of appraisal to assess capital bids against set criteria is used to assess schemes for inclusion in the capital programme.

Critical within the project appraisal process is the inclusion of both Capital and Revenue implications to identify entire scheme costs. 

7.
MONITORING AND EVALUATION

A risk assessed project plan is established for each project.  This is subject to regular monitoring against milestones by the nominated project officer for each scheme.

The Capital Programme is monitored and reviewed by the Strategic Financial Planning Group. Quarterly reports are made to the Corporate Management Team, the Executive and critically examined by the Council’s Corporate Resources Overview and Scrutiny Committee.  

Changes in budget positions, scheme costs and removal or inclusion of schemes is reported to the full Council for approval, together with any remedial action necessary.

The monitoring and control of capital schemes also reviews the effectiveness of completed schemes in achieving Council objectives and recommends, where appropriate, changes to procedures to improve delivery. 

8.
PERFORMANCE MEASUREMENT AND INNOVATION

The Council’s corporate planning process, incorporating results and lessons from Best Value Reviews, is used to drive a system of local performance indicators to monitor the effectiveness of service delivery and capital utilisation. The Office of the Deputy Prime Minister (ODPM) series of Performance Indicators contributes towards monitoring of assets to identify targets for additional investment.

Each capital project incorporates measures for monitoring. This methodology, along with the utilisation of the ODPM indicator 5 for capital projects, provides the framework.

In relation to Asset Management a series of 15 indicators have been formulated.  In particular, 5 ODPM indicators, include the monitoring of capital expenditure (through what is known as the Egan indices).

9. SUMMARY

The Strategy provides a robust set of guidelines, which is geared to achieve the aims and objectives set out within the Corporate Plan by ensuring that any capital investment is directed in support of the achievement of the Council’s priorities. 
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APPENDIX B

Identified Capital Strategy Priorities

CITY VISION

THEME
CORPORATE

PLAN THEME
CORPORATE PLAN

AIM
POTENTIAL CAPITAL STRATEGY

PRIORITY

Communities and Celebrating

Carlisle
Ensure Carlisle is a safe and attractive place where people are included and feel they belong


· Reduce crime and the fear of crime

· Develop Carlisle’s regional status

· Improve the perception of Carlisle as a place to live

· Increase community engagement and access to local services

· Improve cultural, leisure and sporting facilities
· Seek to increase the coverage of street lighting and litter bins

· In partnership, to develop a University in Carlisle and invest in student facilities

· Develop schemes that make the most of Carlisle’s Roman heritage

· Ensure all appropriate Council premises are compliant with Disability Discrimination Act requirements by October 2004

· Publish a sustainable development for Tullie House by 2005 and determine long-term management options

· Increase the number and scope of users at the Sheepmount by 2% annually by 2010

· Invest in improved sports facilities in Carlisle

· Make more use of our rivers for leisure activities 

CITY VISION

THEME
CORPORATE

PLAN THEME
CORPORATE PLAN

AIM
POTENTIAL CAPITAL STRATEGY

PRIORITY

Economic Prosperity
Develop a sustainable economy
· Develop Carlisle’s infrastructure

· Broaden and enhance the economic base

· Develop and retain skills in the area


· Increase capital investment in industrial estates

· Ensure a 10 year supply of development land and premises that meet needs of existing and future businesses – electricity supply to Council land

· Ensure an adequate  Asset Investment Fund exists to ensure our assets are properly maintained

· In partnership, lobby to ensure a suitable range of housing to support local economic development

CITY VISION

THEME
CORPORATE

PLAN THEME
CORPORATE PLAN

AIM
POTENTIAL CAPITAL STRATEGY

PRIORITY

Infrastructure, Environment and Transport
Manage our environment responsibly
· Promote good, sustainable access and transportation in and around Carlisle 

· Encourage waste minimisation and recycling

· Conserve and develop our built heritage and natural environment for local people and visitors

· Utilise planning regulations to ensure sustainable and appropriate development


· Support the delivery of the Local Transport Plan 2005 and contribute to the development of the 2012 Plan

· Car Park Improvements

· Achieve Government recycling targets by 2007/08

· Ensure all suitable Carlisle homes have a ‘Green Box’ for recycling and a Wheelie Bin

· Improve energy efficiency practices in Council buildings to achieve 1% per year energy use reduction

· Leabourne Road regeneration

· Culverting Dowbeck

· Talkin Tarn negotiations

· Implications of Three Rivers Strategy 

· Increase the development of housing on brownfield sites to 65% within 3 years



CITY VISION

THEME
CORPORATE

PLAN THEME
CORPORATE PLAN

AIM
POTENTIAL CAPITAL STRATEGY

PRIORITY

Health and Well-being
Improve local housing, health and well-being
· In partnership, alleviate deprivation and social exclusion

· In partnership, promote healthy living and lifestyles

· Ensure the provision of suitable housing

· Provide support and housing to people who are or are potentially homeless and/or vulnerable 
· In partnership, contribute in the implementation of the Raffles Vision

· Leisuretime Investment

· Sheepmount development

· Produce a SMART 3 year Housing Strategy by October 2004

· Make fit 4% of unfit properties and return to occupation 5.6% of empty private sector dwellings every year

· In partnership, make decent 70% of those properties lived in by vulnerable people, which do not meet the Decent Homes Standard, by 2010

· Private Sector renewal programme

· Disabled Facilities Grants

· Implement the requirements of the Housing Strategy

· Create sustainable communities

· Undertake suitability review of Council’s homelessness accommodation by 2005

· Petteril Bank Community Project

CITY VISION

THEME
CORPORATE

PLAN THEME
CORPORATE PLAN

AIM
POTENTIAL CAPITAL STRATEGY

PRIORITY


Provide Sound Council Management
· Put Customers first

· Improve the health and development of staff and Members

· Improve decision-making

· Provide sound Financial Management

· Achieve excellence in core Council services
· Increase to 80% the percentage of customers dealt with at first point of contact by 2007 – Customer Contact Centre to be developed during 2004/05

· To meet Government targets for electronic delivery of all relevant services by 2005/06 - IEG implementation

· Improved Civic Centre accommodation

· Achieve comprehensive approach to information management by 2007

· Corporate IT infrastructure

· GIS

· Document Image processing

· Development of new financial management system to develop priority lead budgeting
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