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Summary:

The report provides an update to FS45/03, which was considered by the Executive on 24 November. It details the revised capital programme for 2003/04 together with the proposed method of financing as set out in Appendices A and B.  It also summarises the proposed programme for 2004/05 to 2006/07 in the light of the capital bids submitted to date and the estimated capital resources available to fund the programme. 

Recommendations:

The Executive is asked to:

(i) Recommend the revised capital programme and relevant financing for 2003/04 as set out in Appendices A and B for approval by Council;

(ii) Note the provisional capital programme for 2004/05 to 2006/07 in the light of the capital bids submitted to date, together with the estimated capital resources available, and make recommendations for budget consultation purposes.

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

(iv) Recommend that the total costs of those items due for renewals in 2004/05 be financed by an appropriation from the Renewals Reserve maintained for that purpose, or if the Head of Finance considers it appropriate, by way of an operational or finance lease.

(v) Recommend that Contract’s Procedure Rule No.10 be suspended as it relates to the assignment of leases on any vehicles/plant financed by way of operational lease in 2004/05.

(vi) Recommend that replacements be subject to the Heads of Service, in consultation with the relevant Portfolio Holder, being able to justify the replacement for each item over £5,000 prior to the item being replaced and also subject to meeting any funding requirements from within base budgets
Contact Officer:
Alison Taylor
Ext:
 7280
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PROVISIONAL CAPITAL PROGRAMME 2004/05 TO 2006/07

1. BACKGROUND INFORMATION AND OPTIONS

1.1 This report details the revised capital programme for the current financial year 2003/04 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 bids for 2004/05 to 2006/07, together with the projected resources available to fund the programme over the three-year period.

2. CAPITAL RESOURCES

2.1
There are several sources of capital funding available to the Council to fund capital expenditure:

· Borrowing (see paragraph 2.2)

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

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

· Reserves & Balances e.g. Projects Fund, Renewals Reserve, other earmarked reserves, etc

2.2
A new system of capital finance (Prudential Code) will be introduced from 1st April 2004, which has implications on the capital resources available to the Authority, in that the Council will no longer be limited to Government controlled borrowing limits. For the first time, Local Authorities will be free to borrow for capital purposes without Government consent provided they can afford to service the debt without additional Government support, and that they set ‘prudential limits’ under which to operate. A brief overview of the new system was contained in report FS44/03 on the Local Government Act 2003, which was considered by the Executive on 24 November, and who requested that a further presentation be arranged to update all Councillors in the New Year. The detailed implications of the new system are being analysed and the impact and prudential indicators will be reported to a future meeting of the Executive for recommendation to Council (see also paragraph 5.2).

2.3 The actual application of resources to support the capital programme can only ever 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 other Reserves (and vice versa).

3. REVISED CAPITAL PROGRAMME 2003/04

3.1 The capital programme for 2003/04 totalling £7,706,330 was approved by the Executive in July 2003 as detailed in the 2002/03 out-turn report (FS19/03). Appendices A and B  detail the revised capital programme for 2003/04 totalling £8,108,120 in the light of the latest forecast of current commitments in this financial year together with the anticipated use of capital resources as summarised below:

2003/04 Revised Capital Programme
£
Para 

Estimated Resources available (Appendix B)
8,597,525
2.3

Proposed Programme (Appendix A)
8,108,120
3.2

Projected Surplus/(deficit)
489,405
3.3

Surplus Comprised of:

· Projects Fund

· Capital Receipts
216,919

272,486


3.2 Members should note that there has been no financial estimation of the actual progress to date of each scheme in the current financial year, and whether it is anticipated that all of the budget will be expended within the year. Based on the latest budget monitoring information, it is anticipated that unless significant progress is made in the next three months, there will be a significant carry forward of budget required into 2004/05 (albeit the total budget approved will not be exceeded). 

3.3 It should be noted that the surplus resources detailed above relate to specific Capital resources available, and do not include resources that may be available from the Council’s Revenue Reserves to support the Capital Programme. Recommendations on the use level and type of reserves that the City Council should hold is considered elsewhere on the agenda (FS33/03) and will require formal approval by Council. The above balance projections are prior to any changes proposed in that report.

4. CAPITAL BIDS 2004/05

4.1 The capital bids which have either already been approved as part of previous Council decisions (i.e. current commitments) or which have been considered by the Executive on 24 November or elsewhere on this agenda (i.e. new bids) are set out in the table below. 

Capital Scheme
2004/05

£
2005/06

£
2006/07 +

£

Approved Commitments:




Raffles Vision
158,000
0
0

Leisuretime Investment
270,000
250,000
0

Sheepmount
2,000,000
100,000
0

Petteril Bank Community Project
30,000
0
0

Shaddonmill
24,000
24,210
12,360

Asset Investment Fund *
200,000
200,000
200,000

Vehicles Plant & Equipment
1,804,540
852,110
299,280

Millennium Artefacts
0
60,000
0

Private Sector Renewal
768,000
768,000
768,000

Recycling (DEFRA)
1,000,000
0
0

New Bids (FS35/03):




Industrial Estate Maintenance *
500,000
500,000
500,000

Leabourne Road Regeneration *
100,000
100,000
0

Newark Road Car Park *
150,000
0
0

DDA
100,000
0
0

Major Repairs to Council Property
250,000
250,000
250,000

Corporate IT Infrastructure
35,000
0
0

Cremator Replacements
0
0
200,000

Litter Bins
50,000
0
0

Street Lighting
50,000
0
0

Document Image Processing *
45,000
0
0

Talkin Tarn
0
0
0

Disabled Grants *
150,000
0
0

Electricity Supply (provisional) *
1,000,000
0
0

Civic Centre (provisional) *
200,000
0
0

GIS (provisional) *
244,000
84,000
88,000

TOTAL
9,128,540
3,188,320
2,317,640

4.2 The following should be noted:

(i) Project Appraisal forms for new bids have or will be produced in accordance with the Council’s Capital Strategy for all new schemes over £30,000, and considered by the Strategic Financial Planning Group. All schemes are in accordance with the Council’s agreed priorities.

(ii) In some cases, particularly those schemes marked with an asterisk (*), the detailed proposals for expenditure are provisional estimates and are subject to further information and investigation. As such, any monies earmarked will be subject to further reports to both the Executive and Council before release. 

(iii) In addition to the bids detailed above there are also potential capital implications arising from the following issues which will be reported on fully as details become available:

· Implications of Sports Feasibility Study

· Impact of Three Rivers Study

5. POTENTIAL CAPITAL RESOURCES AVAILABLE 

5.1 The table below sets out the estimated resources available to finance capital expenditure for 2004/05 to 2006/07. 

Source of funding
Para
2004/05

£
2005/06

£
2006/07

£

Borrowing
5.2
1,153,000
1,153,000
1,153,000

Capital Grants:





· DFG
5.3
177,000
177,000
177,000

· Sports England/Football Foundation
5.4
1,300,000
91,000
0

· DEFRA
5.5
1,000,000
0
0

Capital Receipts:
5.6




· B/fwd from previous year

272,486
0
554,790

· Generated in year

2,850,000
1,470,000
1,306,000

Reserves & Balances:





· Projects Fund
5.7
1,816,683
1,245,169
1,245,169

· Renewals Reserve 
5.8
1,804,540
852,110
299,280

TOTAL

10,373,709
4,988,279
4,735,239

5.2 As explained in paragraph 2.2, a new system of capital financing will be introduced from 1st April 2004. The implications of this new system are still being assessed and therefore for the purposes of current resource projections it has been assumed that capital borrowing will continue at its existing level i.e. £1,153,000 in line with the previous Basic Credit Approval (i.e. borrowing consent) granted by the Government. The revenue implications of this level of borrowing have been reflected in the revenue estimates considered elsewhere on the agenda.  The Prudential Code requires the Council to calculate a Capital Financing Requirement (CFR) and expects Authorities to develop their own programmes for investment in fixed assets, based upon what the authority and local taxpayers can afford. A series of prudential indicators will be established which need to be approved by Council before the beginning of the financial year.

5.3 The Disabled Facilities Grant allocation will not be announced until December 2003. The sum included in the above table is based upon the current year’s allocations. A further report will therefore be presented to the Executive in January 2004 once the allocation has been received.

5.4 External grants have been secured in relation to the Sheepmount development.

5.5 DEFRA grant has also been approved for the Recycling scheme. 

5.6 Capital receipts from the sale of fixed assets are estimated at £500,000 per annum. In addition, the Council House Right to Buy (RTB) sharing arrangement with CHA was originally projected to generate an additional £350,000 per annum effective from 2004/05 following payment of the Pension Fund deficit and based upon 75% being set aside.  Since the original projections were made, the following issues have arisen which impact on the level of future capital receipts as follows:

· Confirmation has been received from the ODPM on 20th November 2003, that we can use 100% of any future RTB receipts received (rather than the 25% assumed). However the ODPM have stated that they ‘expect’ the receipts to be spent in ways that help deliver the authority’s housing strategy, whether providing additional social housing or supporting private sector renewal, or in ways that would help benefit the delivery of the sustainable community. Clarification is being sought from the ODPM as to their level of expectation on the use of RTB receipts.

· The number of RTB sales (as monitored by CHA) is currently considerably in excess of original projections. The exact amount due to the City Council cannot be calculated until the payment of the Pension Fund deficit is known, however the amount at this stage can be estimated at in excess of £2m in 2004/05. For future years it has been assumed that RTB sales and the level of receipts receivable will follow the original projections contained within the LSVT transfer documentation, however this will be carefully monitored and reported as part of the budget monitoring process.  It should be noted that the amount of RTB receipts due to the City Council is subject to external verification by CHA’s auditors and payment will be received 28 days following each year-end. 

· It should be noted that a further capital receipt could be generated by the sale of the City Council’s investment in Kingmoor Park Properties, however this has not been taken into account in the figures as now presented. 

The impact of the above increase in capital receipt projections in effect mean that that there would be a much reduced call on reserves to fund the capital programme over the three year period.

5.7 As previously stated, the overall use and levels of balances have been recently reviewed and report FS33/03 Review of Reserves and Balances is considered elsewhere on the agenda. The use of Revenue balances to fund capital expenditure is dependent on how successful the Council has been in achieving capital receipts from the sale of assets against its target, and also in particular dependent on the clarification requested from the ODPM regarding the future use of RTB receipts. The amount of projected allocated from the Projects Fund is the balance required to make up the projected shortfall between the capital programme and the specific capital resources available. 

5.8 The Renewals Reserve is an earmarked fund to be used for the replacement of Vehicles, Equipment and Plant. A VFM study has recently been undertaken by Internal Audit on the use of this reserve which will be considered at a future meeting of Corporate Resources Overview & Scrutiny. The summary programme of replacements for the next three years is attached at Appendix C, with total replacements due in 2004/05 amounting to:

Item
2004/05 renewals

£

Equipment
473,180

Vehicles & Plant
476,330

IT Equipment
855,030

TOTAL
1,804,540

The following items have not previously been included in the renewals plan but are incorporated in the above figures:

· 2 Land Rovers for ECCP - £30,000

· Citroen Relay Van for CTS - £9,500

· Citroen Berlingo - £2,000 per annum contract hire costs

It is recommended that the total costs of those items due for renewals in 2004/05 be financed by an appropriation from the Renewals Reserve maintained for that purpose, or if the Head of Finance considers it appropriate, by way of an operational or finance lease.

It is also recommended that Contract’s Procedure Rule No.10 be suspended as it relates to the assignment of leases on any vehicles/plant financed by way of operational lease in 2004/05.

It is further recommended that replacements be subject to the Heads of Service, in consultation with the relevant Portfolio Holder, being able to justify the replacement for each item over £5,000 prior to the item being replaced and also subject to meeting any funding requirements from within base budgets. 

6.
SUMMARY PROVISIONAL CAPITAL PROGRAMME 2004/05 TO 2006/07

6.1 A summary of the estimated resources available to meet the proposed programme is set out below:


2004/05

£
2005/06

£
2006/07

£

Estimated Resources available (para 5)
10,373,709
4,988,279
4,735,239

Proposed Programme (para 4)
9,128,540
3,188,320
2,317,640

Projected Surplus/(deficit)

Comprised of:

· Projects Fund

· Capital Receipts
1,245,169

1,245,169

0
1,730,959

1,245,169

554,790
2,417,599

1,245,169

1,172,430

6.2 The projected balance on the Projects Fund is the amount available to meet any future revenue or capital project requirements, but subject to the achievement of capital receipt projections and clarification on the usage of RTB receipts as previously explained. It should also be noted that this projection takes no account of any potential call on the fund to meet any recurring or non-recurring revenue budget shortfall. There is also a £5,000 requirement from the fund to meet a previously approved Revenue Commitment (Cumbria Sport) in 2004/05.

6.3 The revenue implications of this level of capital spend and methods of financing have been reflected in the revenue estimates considered elsewhere on the agenda.

7.
CONSULTATION

7.1 The financial implications arising from this report will form part of the draft budget proposals issued by the Executive, which will be subject to public consultation.

8.
RECOMMENDATIONS

The Executive is asked to:

(i) Recommend the revised capital programme and relevant financing for 2003/04 as set out in Appendices A and B for approval by Council;

(ii) Note the provisional capital programme for 2004/05 to 2006/07 in the light of the capital bids submitted to date, together with the estimated capital resources available, and make recommendations for budget consultation purposes;

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

(iv) Recommend that the total costs of those items due for renewals in 2004/05 be financed by an appropriation from the Renewals Reserve maintained for that purpose, or if the Head of Finance considers it appropriate, by way of an operational or finance lease’

(v) Recommend that Contract’s Procedure Rule No.10 be suspended as it relates to the assignment of leases on any vehicles/plant financed by way of operational lease in 2004/05;

(vi) Recommend that replacements be subject to the Heads of Service, in consultation with the relevant Portfolio Holder, being able to justify the replacement for each item over £5,000 prior to the item being replaced and also subject to meeting any funding requirements from within base budgets.
9.
REASONS FOR RECOMMENDATIONS

To ensure that a balanced and affordable capital budget is approved.

10.
IMPLICATIONS

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

· Financial – included within the report

· Legal – none 

· Corporate – CMT and SFPG have both considered the report on 3 December and 9 December respectively. Their comments have been incorporated. 

· 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

· Impact on the Customer -

ANGELA BROWN

Head of Finance
Contact Officer:
Alison Taylor
Ext:
 7280

Financial Services

Carlisle City Council

10th December 2003

REVISED CAPITAL PROGRAMME 2003/04




APPENDIX A

Scheme
2003/04

(per FS19/03 – July 2003)

£
2003/04

Revised Nov 2003 

£
Notes

Leisuretime Investment
630,000
630,000


IEG
200,000
200,000


Crematorium Refurbishment
225,000
225,000


Asset Investment Fund
200,000
200,000


Vehicles Plant & Equipment
1,218,542
1,188,140
1

DDA
384,020
384,020


Major Repairs
238,500
238,500


NLPG/NLIS
117,000
117,000


Ledger Replacement
100,000
100,000


Private Sector Renewal
936,940
936,940


Petteril Bank Community project
90,000
90,000


CCTV Cameras
125,000
0
2

Sheepmount Development
560,100
560,100


Kerbside Recycling
150,000
150,000


Customer Contact
500,000
500,000


Raffles Vision
542,790
542,790


Car Park Improvements
123,000
123,000


Asset Database
80,000
80,000


Civic Centre Space Planning
87,500
109,500
3

Millennium Scheme
910,718
911,350
4

Bousteads Grassing Improvements
232,060
232,060


Shaddonmill
55,160
55,720
4

Bitts Park Paddling Pool
0
140,000
5

Sheepmount (changing rooms)
0
394,000
5

TOTAL
7,706,330
8,108,120


Notes:

1. Revised requirement is £30,402 less than forecast based on an update of vehicles and equipment that require replacing during 2003/04.

2. The cameras were actually funded during 2002/03, and therefore have been deleted (together with the grant funding) from the 2003/04 programme.

3. Additional funding required as approved by Executive on 29 September 2003.

4. As approved by Council on 4th November 2003.

5. Formal approval will be sought from Council on 13th January 2004.












APPENDIX B

REVISED CAPITAL PROGRAMME 2003/04 – PROPOSED FINANCING 
Source of funding
2003/04

(per FS19/03)

£
2003/04

Revised

£
Notes

Borrowing
1,153,000
1,153,000


Capital Grants:




· DFG
156,000
177,000
1

· Sports England/Football Foundation
325,000
325,000


· IEG
200,000
200,000


· CCTV
125,000
0
2

Capital Receipts:




· B/fwd from previous year
1,294,303
1,490,632
3

· Generated in year
500,000
500,000
4

Reserves & Balances:




· Projects Fund
1,398,818
1,671,456
5

· Renewals Reserve
1,543,545
1,513,143
6

· GF Balances
210,500
767,130
7

· CTS Reserve
232,060
232,060


· Property Surplus
33,000
33,000


· HRA Balances
535,104
535,104


TOTAL FINANCE AVAILABLE 
7,706,330
8,597,525


TOTAL PROGRAMME (SEE APP A)
7,706,330
8,108,120


PROJECTED SURPLUS CAPITAL RESOURCES C/F TO 2004/05

489,405


Notes:

1. Additional £21,000 DFG awarded requiring a necessary redirection of resources. 

2. The scheme was completed in 2002/03

3. Now includes the anticipated surplus as at March 2004 and reflects a necessary redirection of resources in 2003/04. 

4. Currently the Usable Capital Receipts generated in 2003/04 total £247,761and so the target of £500,000 appears achievable.

5. Reflects a redirection of resources for 2003/04 and includes the anticipated surplus as at March 2004.

6. To reflect a reduction of £30,402 in the replacement programme for 2003/04.

7. This is the estimated requirement to be taken from Revenue balances during 2003/04. 



RENEWALS RESERVE SUMMARY







APPENDIX C





















































2003/04

2004/05

2005/06

2006/07



















































Opening balance on fund



















Equipment & IT

1,483,250

1,461,847

723,014

298,178











Vehicles & Plant

1,489,300

1,514,941

1,514,941

1,514,941































Contributions to fund in year



















Equipment

148,917

88,057

88,057

70,747











IT

269,715

122,620

122,620

122,620











Vehicles & Plant

25,641

0

0

0































Expenditure during year



















Equipment

420,145

473,180

26,720

23,245











IT

19,890

476,330

608,792

29,766











Vehicles & Plant

505,100

855,031

199,200

236,770































Amount funded by operational lease

-505,100

-855,031

-199,200

-236,770































Closing balance Equipment & IT

1,461,847

723,014

298,178

438,534











Closing balance Vehicle & Plant

1,514,941

1,514,941

1,514,941

1,514,941































Total in cumulative funds

2,976,788

2,237,955

1,813,119

1,953,475











1 IF  = 1 "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" \* MERGEFORMAT 
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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