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PROVISIONAL CAPITAL PROGRAMME 2007/08 TO 2010/11

1. INTRODUCTION

1.1 This report provides an update to CORP69/07, which was considered by the Executive on 17 December and details the revised capital programme for 2007/08 and proposed capital programme for 2008/09 to 2010/11 together with the proposed methods of financing.

1.2 The report has been updated to reflect:

(i) The Executive’s budget proposals for consultation purposes, 

(ii) The financial impact of disbanding the Renewals Reserve with effect from 1 April 2008.

(iii) Updated Post Right to Buy receipt projections.

1.3 It should be noted that the Council is still awaiting Government Grant allocations in respect of Regional Housing Pot and Disabled Facilities Grant. At this stage the projections in this report are estimates.

1.4 The Capital Projects Board (consisting of senior officers) will continue to take the lead on the prioritisation of investment and the monitoring and evaluation of schemes.  It will particularly ensure that full business cases including financial appraisals have been carried out prior to each scheme commencing. This will assist in the improvement of performance monitoring and business case analysis of capital projects. 

2. CAPITAL RESOURCES

2.1
There are several sources of capital resources available to the Council to fund capital expenditure, the main ones being:

· Borrowing (Prudential Code - see paragraph 6.2)

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

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

· Council Reserves e.g. Projects Fund, Renewals Reserve

· Direct Revenue Funding

2.2 In accordance with the Capital Strategy, the Director of Corporate Services will make recommendations on the most effective way of financing the Capital Programme to optimise the overall use of resources.

2.3 It should be noted that capital resources can only be used to fund capital expenditure and cannot (with the exception of the Council’s own Reserves and Revenue Funding), be used to fund revenue expenditure.  There are strict definitions of what constitutes capital expenditure.

2.4 It should also be noted that the resources available to support the capital programme can only 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 Borrowing and Council Reserves (and vice versa).

2.5 The cost of borrowing £1m to fund the capital programme will result in a charge to the revenue account in the next full year of approximately £85,000.  This is made up of £45,000 for the cost of the interest payable (4.5% of £1m equates to £45,000) and a minimum principal repayment provision of 4% (MRP) of the outstanding sum (4% of £1m equates to £40,000).

3. REVISED CAPITAL PROGRAMME 2007/08 

3.1 The capital programme for 2007/08 totalling £8,205,200 was approved by the Council on 28 June 2007 as detailed in the 2006/07 out-turn report (CORP16/07).

3.2 A review of progress to date of each scheme in the current financial year has been undertaken as detailed in the Quarterly Budget Monitoring report considered by the Executive on 19 November (CORP57/07).  That report highlighted a significant underspend against the annual budget and an initial attempt was made to identify slippage on individual schemes.  The Capital Projects Board continues to review the whole capital programme with a view to re-profiling the current programme over the next three years to provide a more realistic programme of works.  Year end slippage on schemes is affected by many factors e.g. weather, external funding approvals, resources etc. An accurate estimate of the value of slippage to 2008/09 is not yet available, but it anticipated to be lower than in previous years as the work of the Capital Projects Board becomes more effective.

3.3 The revised capital programme for 2007/08 now totals £9,801,810 as detailed in Appendix A, whilst Appendix B details the anticipated use of capital resources. A summary of the revised programme for 2007/08 is as follows:

Summary Programme
£
Appx

2007/08 Original Capital Programme
8,205,200
A

Other adjustments 
1,596,610
A

2007/08 Revised Capital Programme
9,801,810
A

Estimated Capital Resources available 
(21,522,879)
B





Projected (Surplus) capital resources
(11,721,069)


Less Earmarked to Asset Management Reserve

Net (Surplus) of Capital Resources 31/03/08:

· Capital Receipts
2,000,000

(9,721,069)


3.4 It is anticipated that additional capital receipts will be generated during 2007/08 estimated at a net figure of £800,000 over and above original Capital Strategy projections.  This is primarily in respect of the PRTB agreement with CHA and has been built into the Capital resources figure available to fund the capital programme.

3.5 An additional £199,000 has been received from the DCLG in relation to Disabled Facilities Grants.  The Council’s 40% contribution can be met from within the existing Housing Strategy budgets. The additional allocation has been included in the 2007/08 programme for completeness although approval is still required from full Council for this scheme in January 2008.  

4. NEW CAPITAL SPENDING PROPOSALS 2008/09 TO 2010/11

4.1 During the previous budget cycle it was agreed to keep new capital schemes to a minimum to allow capacity resources to be directed to complete existing schemes. This policy also assisted the revenue position by increasing investment income, and has continued into the 2008/09 budget cycle as there is still a number of schemes that have been approved but which have either not yet started or are in progress.

4.2 The new capital spending proposals are summarised in the table overleaf. 

Capital Scheme
Para
2008/09

£000
2009/10

£000
2010/11

£000

Current Commitments:





Willowholme Industrial Estate

9
0
0

Durranhill Industrial Estate

30
0
0

Renaissance Improvements

10
0
0

ODPM Private Sector Renewal

25
0
0

Private Sector Housing Investment
*
849
849
849

Major Planned Repairs 
4.4
250
250
250

Vehicles & Plant  Replacements
4.5
129
1,911
255

IT Replacements
4.5
254
283
322

· Desk Top Replacement
*
108
108
108

General Equipment Replacement
4.5
0
0
0

Industrial Estate Maintenance
*
490
215
200

Housing Strategy (5 Year)
4.4
1,250
400
0

Play Areas
*
50
50
50

Housing Foyer
4.6
300
0
0

Historic Quarter
*
840
0
0

Total Existing Commitments

4,594
4,066
2,034







New Spending Proposals





MUGA & Sports Initiatives
*
105
0
0

Environmental Enhancements
*
160
160
160

Petteril Riverbank Protection Work
*
82
0
0

Hammonds CCTV
*
25
0
0

Adelaide Street Allotment fencing
*
10
0
0

Caldew/City Centre Flood Defence
*
21
0
0

Kingmoor Nature Reserve
*
40
0
0

Family Hostel Replacement
*
400
0
0

Total New Proposals

843
160
160

TOTAL POTENTIAL PROGRAMME

5,437
4,226
2,194

4.3 Many of the proposals marked as * require further appraisal and strengthened Business Cases, which have not yet been considered by the Projects Board.  Therefore should they be approved for inclusion in the Council’s Capital Programme as part of this budget process, the release of any budget would be subject to verification of the business case by the Capital Projects Board and a report to the Executive as appropriate.

4.4 Detailed reports have been considered during the budget process and once approved by Council these schemes can be progressed. 

4.5 The Executive considered the position on the Renewals Reserve (CORP72/07) on 17 December when it was agreed to close the Reserve on 31 March 2008 and incorporate the financial implications of the closure into the capital programme to reflect the IT and vehicle replacement programme.  A 10 year programme is to be developed to inform the Council’s Medium Term Financial Plan. The 2008/09 programme is approved but for 2009/10 and ongoing years a full report and options appraisal will be prepared for the Executive.

4.6 The amount of £300,000 is match funding to carry out refurbishment work to the YMCA building in Fisher Street. The Council’s contribution is funded by the Regional Housing Pot grant received in 2006/07 and is subject to a further grant application being accepted as detailed in report DS97/07 which was considered by the Executive on 22 October 2007. Feedback is expected in February 2008 and a further report will be provided to the March Executive regarding the outcome.

5.
FUTURE COMMITMENTS

5.1 In addition to the spending proposals in the table at paragraph 4.2 there are also potential capital implications arising from other ongoing initiatives which will be reported on fully as details become available:

· Carlisle Renaissance Development Framework & Movement Strategy

· Tullie House Development and Trust Implications

· Theatre and Arts Study

· Asset Review Programme

· Sports Facilities Study Implications

5.2
An earmarked reserve has been established for the Asset Investment Fund, which totals £2m after the 2007/08 contribution.  

5. POTENTIAL CAPITAL RESOURCES AVAILABLE 

5.2 The table below sets out the estimated resources available to finance the capital programme for 2008/09 to 2010/11.

Source of Funding
Para
2008/09

£000
2009/10

£000
2010/11

£000

Capital Grants:





· Regional Housing Pot
6.3
(1,110)
(1,110)
(1,110)

· Disabled Facilities Grant
6.4
(226)
(226)
(226)

· General 

· Slippage re 2006/07

(20)

(25)
0

0
0

0

Capital Receipts:





· Generated in year – General
6.5
(1,000)
(1,000)
(1,000)

· Generated in year – PRTB
6.6
(2,400)
(1,900)
(1,800)

Capital Contributions

(40)
0
0

TOTAL

(4,821)
(4,236)
(4,136)

5.3 A new system of capital finance (the Prudential Code) was introduced on 1 April 2004, which gives authorities freedom to borrow to fund capital schemes subject to the over-riding principles of Affordability, Prudence and Sustainability.  Whilst the new freedoms could significantly impact on the capital resources available to the Authority, the principles referred to in effect mean that the Council is limited by the ongoing cost of any borrowing (i.e. the cost of prudential borrowing falls to be met from the General Fund recurring expenditure).  The Prudential Code requires authorities to develop their own programmes for investment in fixed assets, based upon what the authority and local taxpayers can afford, and subject to a full Business Case and Options appraisal process.  Further details on the Code were incorporated into CORP63/07 considered by the Executive on 28 November. 

At present the Council has no need to take on any prudential borrowing due to the level of capital receipts it is currently generating, but this is kept under review.  The projections of capital receipts start to reduce considerably after 2010/11 and at this stage, the use of prudential borrowing to fund the capital programme may need to be considered. 

5.4 The old system of funding of supported borrowing has now been removed from the Revenue Support Grant allocation and has been replaced by a separate capital grant funded from the Regional Housing Pot. This is estimated at £1.110m for future years, although the actual allocation for 2008/09 will not be received from the Government until February 2008. The Executive’s budget proposals presented to Council on 5 February will therefore be amended in the light of the allocation if confirmation has been received before this date.

5.5 Disabled facilities grant allocation will also not be announced by the Government until February 2008, and therefore the projection is based on current allocations.   The Executive’s budget proposals presented to Council on 5 February will therefore be amended in the light of the allocation if confirmation has been received before this date. It should be noted that the DFG grant covers 60% of the expenditure, with the Council meeting 40% from its own resources. 

5.6 Capital receipts from the sale of fixed assets, including the sale of the Council’s interest in land on the Raffles estate and other specific asset disposals, as a result of the Council’s Surplus Land Policy, are estimated at £1,000,000 per annum.

5.7 The Preserved Right to Buy (PRTB) sharing arrangement with CHA is for a fifteen year period with the Council being entitled to a pre-agreed reducing percentage of the receipts.  Right to Buy sales have been running at considerably above original projections and the estimate for 2007/08 has been adjusted to reflect the anticipated receipt based upon sales made to date.  Updated projections for the next three years have also been received from CHA, which improves the overall receipt projections by just under £4m over the three years, and tis information has been included in the table at paragraph 6.1. 

5.8 The Government is to introduce a new grant scheme to support recycling and composting improvements.  The value of the grant will be worth £225m nationally over the 3-year period 2008/09 - 2010/11. The funding, payable to the County Council, is an automatic allocation based on a population based formula and is allocated to the districts through the Cumbria Strategic Waste Partnership. Therefore the City Council may receive funding from this source; however the current forecast for capital resources does not include any grant from this scheme at the moment.

7.
SUMMARY PROVISIONAL CAPITAL PROGRAMME 2008/09 TO 2010/11


A summary of the estimated resources compared to the proposed programme year on year is set out below:


2007/08

£000
2008/09

£000
2009/10£000
2010/11

£000

Estimated Resources available (para 3.3 and 6.1)
(21,523)
(4,821)
(4,236)
(4,136)

Proposed Programme (para 4)
9,802
5,437
4,226
2,194

Projected (Surplus)/deficit

Less earmarked to Asset Management Reserve

Cumulative year end Position

· Capital Receipts
(11,721)

2,000

(9,721)

(9,721)
616
0

616

(9,105)
(10)

0

(10)

(9,115)
(1,942)

0

(1,942)

(11,057)

8.
CONSULTATION

8.1 As part of the budget consultation process the proposed Capital Programme has been considered by the Corporate Resources Overview and Scrutiny Committee, Trade Unions, Large Employers Affinity Group and Non-Domestic Ratepayers.  

8.2 The financial implications arising from this report will form part of the Executive’s budget proposals, which will be considered by full Council on 5 February. 

9.
RECOMMENDATIONS


The Executive is asked to:

(i) Make recommendations on the revised capital programme and relevant financing for 2007/08 and the provisional capital programme for 2008/09 to 2010/11 in the light of the capital bids submitted to date, together with the estimated available capital resources available, for recommendation to Council on 5 February;

(ii) Recommend that any capital scheme approved by Council may only proceed after a full report, including business case and financial appraisal, has been approved by the Executive.

10.
IMPLICATIONS

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

· Financial – included within the report

· Legal – none 

· Corporate – SMT and SPG have considered the new spending proposals contained within this report. 

· 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

ANGELA BROWN

Director of Corporate Services
Contact Officer:
Alison Taylor
Ext:
 7280

REVISED CAPITAL PROGRAMME 2007/08




APPENDIX A

Scheme
2007/08

Original July 

£
2007/08

Revised Nov 2007 

£
Notes

Land & Property Gazateer
30,300
30,300


Bitts Park Water Feature
6,000
6,000


Millennium Scheme
89,700
89,700


Stonyholme
18,400
18,400


Bitts Park Indoor Tennis Facilities
98,300
271,900
1

Sheepmount
165,300
246,600
2

Kingstown Industrial Estate
219,600
44,600
3

Willowholme Industrial Estate
155,300
25,300
3

Durranhill Industrial Estate
168,900
168,900


Private Sector Renewal
1,194,300
1,393,300
4

IEG
39,300
39,300


Customer Contact
59,100
59,100


Customer Services
150,000
150,000


Planned Major Repairs
225,600
225,600


Energy Efficiency
0
4,000
5

Vehicles Plant & Equipment
838,600
856,110
6

GIS
59,500
59,500


Car Park Improvements
28,700
28,700


Corporate IT Infrastructure
35,000
35,000


Document Imaging System
45,000
45,000


Sheepmount Bridge
1,000
1,000


City Wi Fi
20,000
20,000


Desk Top replacement
120,000
120,000


Payroll/personnel replacement
36,000
36,000


California Road Football pitch
1,000
1,000


Dale End Road Football pitch
1,000
1,000


Fusehill Street Play Area
2,000
2,000


Housing Strategy
521,000
1,266,000
7

Housing Foyer
0
100,000
7

Talkin Tarn
40,600
40,600


Heysham Park
238,500
238,500


Bitts Park Play Area
1,400
1,400


ODPM Private Sector Renewal
318,300
318,300


Cremator Replacements
566,200
566,200


Multi use Games Area
25,100
25,100


Multi use Games Area – Hammonds
13,900
13,900


Play Area Developments
70,000
70,000


Play Area – Cummersdale
55,000
55,000


Synthetic Football Pitch
250,000
308,500
2

Renaissance Improvements
65,000
65,000


Environmental Improvements
235,200
235,200


Waste Minimisation
461,500
461,500


Electronic Documents Records System
353,000
353,000


CTS/EPS IT system
130,000
130,000


Greystone Community Centre
90,000
105,000
8

Chances Park
40,000
40,000


Small Scale Community Projects
90,000
90,000


Willowholme Depot
35,000
35,000


Bousteads Depot
58,300
58,300


Bitts Park Depot
369,300
369,300


Belah Community Centre
320,000
320,000


Performance Information System
50,000
37,200
9

Tullie House Gallery Improvements
0
99,000
10

Longtown MTI Townscape
0
261,500
11

Longtown MTI Business Grants
0
160,000
12

TOTAL
8,205,200
9,801,810


Notes:

1. Supplementary estimate of £30,000 for Bitts Park Airdome agreed by Council on 17 July 2007, grant of £125,100 from Lawn Tennis Association and revenue funding of £18,500.

2. Additional contribution received from Kiers of £139,800 less transfer to Synthetic Pitch scheme of £58,500.

3. Budgets deferred into future years in accordance with report CS54/07. 

4. Increase in DFG budget as a result of £199,000 additional allocation being received. Still subject to formal approval by full Council.

5. Budget set up to match income due from Morton Community Centre for reimbursement of costs

6. As approved by the Executive on 17 December with regard to Parking Enforcement. 

7. Re-profiling of the overall Housing Strategy scheme bringing forward expenditure from 2009/10 as agreed by Council on 17 July 2007, and the release of £100,000 for the Housing Foyer 

8. Additional contribution from County Council of £15,000.

9. Scheme reduced to £37,200 with the balance being returned to capital resources

10. Supplementary estimate approved by Council on 17 July 2007

11. Additional capital scheme which is part of the Longtown Market Town Initiative, funded from external grant mainly from the NWDA

12. New capital scheme for Longtown Market Town Initiative, funded from grants












APPENDIX B

REVISED CAPITAL PROGRAMME 2007/08 – PROPOSED FINANCING 

Source of funding
2007/08

Original

£
2007/08

Revised

£
Notes

Capital Grants:




· RHP
(1,519,000)
(1,519,000)


· DFG
(226,000)
(425,000)
1

· General
(120,000)
(732,600)
2

· Slippage from 2006/07
(358,300)
(358,300)


Capital Receipts:




· B/fwd from previous year
(12,559,602)
(12,459,069)
3

· PRTB receipts
(1,200,000)
(2,500,000)
4

· Generated in year
(2,962,500)
(2,462,500)
4

· Contributions
0
(158,800)
5

Capital Reserves:




· Renewals Reserve
(838,600)
(856,110)
6

Revenue Reserves:




· GF Balances
0
(51,500)
7

· External contributions
0
0


TOTAL FINANCE AVAILABLE 
(19,784,002)
(21,522,879)


TOTAL PROGRAMME (SEE APP A)
8,205,200
9,801,810


PROJECTED SURPLUS CAPITAL RESOURCES AVAILABLE
(11,578,802)
(11,721,069)


Notes:

1. Additional DFG allocation of £199,000 for 2007/08 (still subject to Council approval). 

2. Additional grant due to the Council in respect of Tullie House Gallery Improvements (£66,000), Longtown MTI Townscape (£261,500), Longtown MTI Business Grants (£160,000) and the Lawn Tennis Association £125,100)

3. Reduction in balance of usable capital receipts as a result of the 2006/07 Audit.  Deposit on a disposal transferred to income received in advance until the sale is completed at which point it will be recognised as a usable capital receipt

4. Revisions to anticipated receipts receivable in 2007/08 due to the receipt of more up to date information

5. Additional funding received from Kiers towards the Sheepmount (£139,800), the County Council towards Greystone Community Centre (£15,000) and Morton Community Centre for Energy Efficiency (£4,000).

6. Parking Enforcement scheme approved by the Executive on 17 December.

7. Increased use of external contributions to partially finance capital expenditure in relation to Tullie House Gallery Improvements as approved by Council on 17 July 2007. Also included here is the revenue financing for the Bitts Park Tennis Airdome of £18,500.
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