

EXCERPT FROM THE MINUTES OF THE

CORPORATE RESOURCES

OVERVIEW AND SCRUTINY COMMITTEE

HELD ON 7 AUGUST 2008


CROS.107/08
DRAFT CAPITAL STRATEGY 2009/10 TO 2013/14

The Director of Corporate Services (Ms Brown) submitted report CORP.22/08 attaching the Council’s draft Capital Strategy 2009/10 to 2013/14. The Council’s Draft Capital Strategy was intended to direct the Council’s Capital Programme and its allocation of resources for the five year period 2009/10 to 2013/14 and would supplement the Medium Term Financial Plan.  Whilst the draft Strategy had been extended to a five year period, further work would be carried out to extend parts of the Strategy to a longer term period.

The objective of the Capital Strategy was to ensure that capital investment decisions and capital resources contributed to the achievement of the Council’s Corporate priorities, co‑ordinated strategic priorities and ensured that investment opportunities were maximised, managed performance and decision making processes to make best use of the capital resources and provided processes to monitor and evaluate capital spending to ensure that value for money was obtained.   The Strategy had been developed using a number of overarching strategic guidelines.

Details of current capital programme forecasts and the key assumptions which had been considered in making the projections, including the Capital Programme of £4.226 million agreed by Council for 2009/10 and the Programme of £2.194 million for 2010/11 were provided.  It had been assumed that the Capital Programme for 2010/11 would form the basis of the programme for the following three years.

The current Capital Programme forecast spending on capital projects of around £1 - 4 million per annum for years 2009/10 – 2013/14 although past experience had indicated  that actual spending would be higher due to the fact that no account had currently been taken of any future aspirations beyond 2008/09 for schemes under review.  There were a number of schemes currently under review, including Carlisle Renaissance; Tullie House Governance Options; Theatre and Arts Study; Asset Review Programme; Morton Land Development; etc and the position relative thereto would need to be updated during the Budget process, together with an indication of the timings when those Capital Schemes may come to fruition.

Ms Brown set out an estimated level of capital finance resources which would be generated over the next five years and highlighted the position in regard to borrowing, capital receipts, reserves and balances, Government and other capital grants and revenue contributions.  She drew Members’ attention in particular to the forecast in respect of Right to Buy Receipts.  She commented that updated projections had been requested from Carlisle Housing Association which were currently awaited, but it was presently suggested that the level of shortfall could be in the region of £5 - £6m over the next three years.  She summarised the level of capital spending and available financing for the period 2008/09 to 2012/13 which indicated that there was currently approximately £17 million uncommitted estimated capital resources available to support any future Capital Programme (but subject to Right to Buy projections).

The Executive had on 4 August 2008 (EX.201/08) considered the matter and decided:

“1.  That the report of the Director of Corporate Services regarding the draft Capital Strategy 2009/10 to 2013/14 be received.

2.  That the draft Capital Strategy be referred for consideration by the Corporate Resources Overview and Scrutiny Committee on 7 August 2008 and the comments of the Corporate Resources Overview and Scrutiny Committee be referred back to the next meeting of the Executive on 26 August 2008.”

In scrutinising the report Members raised the following questions and observations:

(a) When would the Preserved Right to Buy (PRTB) sharing agreement with Carlisle Housing Association end?

Ms Brown advised that the agreement commenced in December 2002 for a period of fifteen years, therefore it would end in 2017.

A Member noted that the capital receipts included £500,000 per annum from receipts arising from the Raffles development, which it was forecast would continue to be generated for the next twelve years; together with an assumption that the Council would generate £500,000 per annum over the life of the plan from the sale of other Council surplus assets (to be refined during the budget process).

Ms Brown said that there was a risk that the general economic downturn would impact on the of future capital receipts.  She would provide Members with a written answer on the terms of the Raffles development and impact on the capital budget.

Had Officers taken a view on the under-estimation of PRTB sales?

In response Ms Brown explained that Carlisle Housing Association provided projections on the issue.

(b) A ten year Vehicle and Equipment Replacement Plan was being developed. Would there be a change from leasing to purchasing arrangements?

Ms Brown had delegated responsibility to decide on this issue based on the best option for the Council at any given time.  An issue was that outright purchase was a capital cost whereas leasing was a revenue cost.

(c) The current Housing Strategy would come to an end during 2009/10.  It would be important to develop a new ongoing Housing Strategy as a matter of urgency, which could be scrutinised by the relevant Overview and Scrutiny Committee.  That would assist the Council in taking advantage of any new Government proposals.

In response, Ms Brown said that if the Committee made a recommendation to the Executive it would be picked up.

(d) The potential Capital Programme included a significant number of priorities.  A Member expressed the view that the Executive should be asked to give serious consideration to the current number of priorities.

The Finance and Performance Management Portfolio Holder commented that clearly all of the stated priorities were not instantly deliverable by the Council.  The Executive wished to consider the priorities in the near future and he invited the Committee to provide guidance in that regard.

A Member commented that he would be interested in receiving notification of the Executive’s listed priorities which could then be scrutinised by the Committee.

(e) The Committee had previously considered reports on Carlisle Renaissance.  A Member was, however, unclear about the process of identifying the Council’s direct contribution to the delivery of Carlisle Renaissance objectives.

The Carlisle Renaissance Board had recently agreed to concentrate on four transformational actions for Carlisle Renaissance, which would have implications for the Council in terms of a capital contribution.    Because the City Council no longer had direct control over Carlisle Renaissance there was the potential for budget planning to go wrong.

The Finance and Performance Management Portfolio Holder was aware of the views concerning Council control of Carlisle Renaissance.  The Executive wished to assist the Carlisle Renaissance Board as far as possible, but it was not possible to give an open ended assurance that it would support actions of the Board.

(f) The Council had a long list of priorities and available capital was limited which posed a risk.  Was any work being done around Prudential Borrowing?

In response the Finance and Performance Management Portfolio Holder commented that there would be revenue implications and therefore any Prudential Borrowing would need to be carefully considered.  Prudential Borrowing was not the preferred option of himself or the Council for raising funding.

(g) Referring to the potential Capital Programme a Member noted that nothing had been included for Carlisle Renaissance from 2009/10 going forward.  It was important to effectively plan capital expenditure.

The Finance and Performance Portfolio Holder accepted that point, commenting that he had no desire to bring forward Supplementary Estimates in perpetuity.  The budget line for Carlisle Renaissance from 2009/10 onwards was zero, but he was not aware of what figure should be included at this point in time.

The Member said that he was not asking for a notional figure, but clarity as to the process for establishing the same.

RESOLVED – That the following recommendations be conveyed to the Executive:

(1) That consideration be given, as a matter of urgency, to the development of a new Housing Strategy.

(2) That the Executive be requested to give consideration to the prioritisation of Capital Projects, including actions emanating from Carlisle Renaissance.







