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PROVISIONAL CAPITAL PROGRAMME 2005/06 TO 2007/08

1. BACKGROUND INFORMATION AND OPTIONS

1.1 This report details the revised capital programme for the current financial year 2004/05 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 2005/06 to 2007/08, 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, the main ones being:

· Borrowing (Prudential Code - see paragraph 5.2)

· 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

2.2
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), be used to fund revenue expenditure. There are strict definitions of what constitutes capital expenditure. 

2.3
It should also be noted that the resources available 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 Borrowing and Council Reserves (and vice versa).

3. REVISED CAPITAL PROGRAMME 2004/05

3.1 The capital programme for 2004/05 totalling £12,855,730 was approved by the Council on 3 August 2004 as detailed in the 2003/04 out-turn report (FS12/04). Appendices A and B  detail the revised capital programme for 2004/05 totalling £10,603,460 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:

2004/05 Revised Capital Programme
£
App

Proposed Programme 
10,603,460
A

Estimated Capital Resources available 
(12,641,598)
B

Projected (Surplus) capital resources
(2,038,138)


Surplus Comprised of:

· Projects Fund

· Capital Receipts
(1,469,784)

(568,354)


3.2 The main changes in the above projections over the previous report presented is in relation to the replacement of vehicles and plan tin 2004/05 which has now been reviewed (reduction of £1,070,770 in 2004/05 replacements required).

3.3 A further change is that an outstanding query following the LSVT process has been resolved in relation to the value of the Pension Fund deficit for staff transferring to CHA. The Actuary has provided the final deficit figure, which has resulted in entitlement to additional capital receipts from PRTB sales anticipated to be approximately £262,000. This has been incorporated into the figures shown in the table above and in Appendix B. 

3.4 An initial attempt has been made to identify the progress to date of each scheme in the current financial 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 2005/06 (albeit the total budget approved will not be exceeded). 

4. NEW CAPITAL SPENDING PROPOSALS 2005/06 TO 2007/08

4.1 The new capital spending proposals are summarised in the following Table. Some of the proposals require further appraisal, and 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 a further full report to the Executive. 

Capital Scheme
Para
2005/06

£000
2006/07

£000
2007/08

£000
Future £000

Current Commitments:






Leisuretime Investment

250
0
0


Sheepmount Development

100
0
0


Millennium Artefacts

60
0
0


Shaddonmill

24
12
0


GIS

85
91
0


Private Sector Housing Investment
4.2
768
768
768


Major Repairs to Council Property
4.2
250
250
250


Asset Investment Fund

200
200
200


Vehicles Plant & Equipment
4.3
1,345
293
437


Industrial Estate Maintenance

500
500
0


Cremator Replacements

0
200
0


Total Existing Commitments

3,582
2,314
1,655









New Spending Proposals:






Information Systems:

Customer Services 

City Wi Fi

Broadband for Members

Desk Top Replacement

Payroll / Personnel System

150

20

3

120

160
0

0

0

120

0
0

0

0

120

0


Cremator Replacements (additional)

0
250
0
330

Housing Strategy (5 Year)

1,250
1,250
1,250
1,550

Talkin Tarn

1,059
474
0
0

Heysham Park

100
100
154
0

Bitts Park Play Area

165
0
0
0

Hardwick Circus Fountain

20
0
0
0

California Road Football Pitch 

10
0
0
0

Dale End Road Football Pitch 

10
0
0
0

Fusehill Street Play Area

62
0
0
0

Sheepmount Bridge

450
50
0
0

Street Lighting
4.4
40
0
0
0

Litter Bins
4.4
20
0
0
0

Kingmoor Nature Reserve
4.5
15
0
0
0

Recycling
4.4
76
0
0
0

Total New Proposals

3,730
2,244
1,524
1,880

TOTAL POTENTIAL PROGRAMME

7,312
4,558
3,179
1,880

4.2 These schemes can be broken down as follows:

Scheme
2005/06

£

Private Sector Housing Investment:

· Renovation Grants

· Disabled Facilities Grants

· Minor Works Grants

· Energy Efficiency Grant

Total
367,000

295,000

47,000

59,000

768,000




Major Repairs to Council Property:

· Town Dyke Orchard – toilet refurbishment

· Hostel Homeshares refurbishment

· Civic Centre – window replacement

· Asbestos Work

· Condition Surveys

· Civic Centre – fire upgrade work 

Total
50,000

30,000

50,000

50,000

20,000

50,000

250,000

4.3 A partial review of the Renewals Fund has been completed, but further work is required particularly in relation to It replacements.

4.4 Proposed at the Executive meeting 15th November 2004.

4.5 Commitment given during 2004/05 as part of land sale agreement.

4.6 In addition to the spending proposals in the Table above there are also potential capital implications arising from the following issues which will be reported on fully as details become available:

· Greystone Community Centre 

· Implications of Sports Feasibility Study

· Impact of Three Rivers Study

· University

· Tullie House

· Back Lanes

· Property Rationalisation

· Asset Management Fund

· Information Systems Group Proposals

5. POTENTIAL CAPITAL RESOURCES AVAILABLE 

5.1 The table below sets out the estimated resources available on a year on year basis  (i.e. not cumulative) to finance capital expenditure for 2005/06 to 2007/08. 

Source of funding
Para
2005/06

£000
2006/07

£000
2007/08

£000

Borrowing
5.2
(1,110)
(1,110)
(1,110)

Capital Grants:





· DFG
5.3
(177)
(177)
(177)

· Sports England/Football Foundation
5.4
(91)
0
0

Capital Receipts:





· Generated in year – General
5.5
(500)
(500)
(500)

· Generated in year – PRTB
5.6
(5,100)
(2,000)
(1,400)

Reserves & Balances:





· Projects Fund
5.7
(2,943)
416
426

· Renewals Reserve 
5.8
(1,345)
(293)
(437)

TOTAL

(11,266)
(3,664)
(3,198)

5.2 A new system of capital finance (Prudential Code) was introduced on1st 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 can be found elsewhere on the agenda in the Draft Treasury Management Strategy Statement (FS 45/04). 

The Council currently has no need to take on any unsupported (prudential) borrowing due to the level of capital receipts it is currently generating. However, the projections of capital receipts start to reduce considerably after 2008/09 and at this stage, the use of unsupported borrowing to fund the capital programme may need to be considered. For the purposes of this report the assumption is that the Council’s borrowing will continue at its existing level i.e. at the level at which the ongoing cost is estimated to be supported by the Revenue Support Grant, and that no unsupported borrowing will be undertaken.

5.3 The Disabled Facilities Grant allocation will not be announced until December 2004 and therefore the projection is based upon current allocations. A further report will be presented to the Executive in January 2005 once the 2005/06 allocation has been received. It should be noted that the DFG grant covers 60% of the expenditure, with the Council meeting 40% from its own resources. 

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

5.5 Capital receipts from the sale of fixed assets as a result of the Council’s Surplus Land Policy are estimated at £500,000 per annum. 

5.6 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 Table above sets out the current projections of receipts anticipated over the three-year period. In terms of the use of these receipts, previous advice from the ODPM suggested that the ‘expectation’ was that the receipts would be used on sustainable communities. However, current belief is that there is no such restriction, which is confirmed by regulations produced by the ODPM following the introduction of the Local Government Act 2003. Regulation 23 states that capital receipts (non-housing receipts and any housing receipts not falling under the pooling arrangements i.e. PRTB receipts) may be used to finance ‘any kind of capital expenditure’. Confirmation on this has been requested from the ODPM.

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. Future capital receipts are also expected once Phase 1 of the Raffles development agreement becomes operational. Again this has not been taken into account in the figures as now presented.

5.7 This is the estimated requirement to be taken form the Projects Fund. It includes the amount estimated to be transferred from the Housing Revenue Account Balances on 31 March 2005. It also takes account of the revenue budget shortfall projected as part of the 2004/05 budget setting process, which is a first call on the Projects Fund, but does not take any account of any potential call on balances to meet the current revenue budget projections.

5.8 The Renewals Reserve is an earmarked fund to be used for the replacement of Vehicles, Equipment and Plant. The summary programme of replacements for the next three years is attached at Appendix C, with total replacements due in 2005/06 shown in the table below. 

Item
2005/06 renewals

£

Equipment
372,305

Vehicles & Plant
272,186

IT Equipment
700,150

TOTAL
1,344,641

5.9 
A VFM study has recently been undertaken by Internal Audit on the use of this reserve, and Corporate Resources Overview & Scrutiny considered this in January 2004. Following that study a partial review of the replacement plan has been undertaken and the result of that review is attached at Appendix C. Replacement values and years of replacement have been amended where necessary. Items omitted from the original programme have also now been included, whilst in several instances items have been necessarily removed from the plan. Members should note that this review is merely the start of the process and further work is required. As mentioned in paragraph 4.4 above the proposals of the Information Systems Group are not yet reflected in the figures now presented.

5.10 An option appraisal exercise has recently been undertaken and as a result the Head of Finance has recommended under delegated powers that replacements, effective from 2004/05, should be purchased as opposed to being funded from operational lease. However option appraisals will be undertaken for all groups of vehicles and plant which are of a specialist nature.

6.
SUMMARY PROVISIONAL CAPITAL PROGRAMME 2005/06 TO 2007/08

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

Summary Programme
2004/05

£000
2005/06

£000
2006/07

£000
2007/08

£000

Proposed Programme (para 4)
10,604
7,312
4,558
3,179

Estimated Resources available (para 3.1 and 5.1)
(12,642)
(11,266)
(3,664)
(3,198)

Projected (Surplus)/deficit

Breakdown Year on Year:

· Projects Fund 

· Capital Receipts

Cumulative Position
(2,038)

(1,470)

(568)

(2,038)
(3,954)
(2,943)

(1,011)

(5,992)
894
415

479

(5,098)
(19)

426

(445)

(5,117)

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 2004/05 as set out in Appendices A and B for approval by Council in February .

(ii) Note the provisional capital programme for 2005/06 to 2007/08 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) Recommend which of the  capital schemes recommended may only proceed after the Executive has approved a further report, including a financial appraisal.   

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, EMG and SFPG 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

· Impact on the Customer – capital schemes will have various impacts on the customer. 

ANGELA BROWN

Head of Finance
Contact Officer:
Alison Taylor
Ext:
 7280

REVISED CAPITAL PROGRAMME 2004/05




APPENDIX A

Scheme
2004/05

Original August 

£
2004/05

Revised Nov 2004 

£
Notes

Leisuretime Investment
372,100
372,100


IEG
305,000
305,000


Crematorium Refurbishment
19,060
19,060


Asset Investment Fund
400,000
400,000


Vehicles Plant & Equipment
2,080,620
1,009,850


DDA
375,290
375,290


Major Repairs
322,600
322,600


NLPG
65,000
65,000


NLIS
17,890
17,890


Ledger Replacement
11,670
11,670


Private Sector Renewal
1,326,920
1,326,920


Petteril Bank Community project
120,000
120,000


Sheepmount Development
3,502,900
3,502,900


Customer Contact
466,660
466,660


Raffles Vision
250,150
250,150


Car Park Improvements
7,020
7,020


Asset Database
16,900
16,900


Millennium Scheme
429,710
429,710


Bousteads Grassing Improvements
15,000
15,000


Shaddonmill
24,000
24,000


Bitts Park Paddling Pool
140,000
140,000


Industrial Estate Maintenance
500,000
500,000


Leabourne Road Regeneration
100,000
0
1

Newark Street Car Park
150,000
74,500
1

Corporate IT Infrastructure
35,000
35,000


Litter Bins
50,000
50,000


Street Lighting
50,000
50,000


GIS
256,000
256,000


Document Image Processing
45,000
45,000


Electricity Supply
1,000,000
0
1

Civic Centre
191,240
191,240


Disabled Grants
150,000
150,000


Culverting Dow Beck
60,000
4,000
1

Sheepmount Bridge
0
50,000
2

TOTAL
12,855,730
10,603,460


Notes:

1. Schemes not progressing as approved by Council November 2004.

2. Supplementary estimate for Sheepmount Bridge approved by the Executive on 19 July 2004.

APPENDIX B

REVISED CAPITAL PROGRAMME 2004/05 – PROPOSED FINANCING 
Source of funding
2004/05

Original

£
2004/05

Revised

£
Notes

Borrowing (supported by RSG)
(1,222,000)
(1,222,000)


Capital Grants:




· DFG
(177,000)
(177,000)


· Sports England/Football Foundation
(2,004,880)
(2,004,880)


· IEG
(350,000)
(350,000)


Capital Receipts:




· B/fwd from previous year
(5,685,057)
(5,600,260)


· Generated in year
(500,000)
(762,094)
1

Capital Reserves:




· Projects Fund
(1,526,451)
(1,469,784)
2

· Renewals Reserve
(2,111,350)
(1,040,580)
3

Revenue Reserves:




· GF Balances
0
0


· DSO Reserve
(15,000)
(15,000)


· Property Surplus
0
0


· HRA Balances
0
0


TOTAL FINANCE AVAILABLE 
(13,591,738)
(12,641,598)


TOTAL PROGRAMME (SEE APP A)
12,855,730
10,603,460


PROJECTED SURPLUS CAPITAL RESOURCES C/F TO 2005/06
(736,008)
(2,038,138)
4

Notes:

1. Additional income of £262,000 anticipated in respect of PRTB receipts as a result of receiving the Pension Fund deficit information from the Actuary which still requires further analysis. Based upon current sales the Council’s Surplus Land Policy target of £500,000 also appears achievable.

2. Reflects the £43,540 funding for the Sheepmount scheme approved as a supplementary estimate in May 2004. 

3. Subject to a fundamental review of the Reserve as detailed in paragraph 5.8-5.9

4. The increase in projected surplus resources available is mainly due to the release of funds for the schemes set out in paragraph 3.3.

RENEWALS RESERVE SUMMARY







APPENDIX C





















































2004/05

2005/06

2006/07

2007/08



















































Opening balance on fund



















Equipment & IT

(1,258,802)

(1,250,962)

(982,211)

(1,265,865)











Vehicles & Plant

(1,211,670)

(1,211,670)

(1,211,670)

(1,211,670)































Contributions to fund in year



















Equipment

(171,530)

(171,530)

(171,530)

(171,530)











IT

(204,210)

(204,210)

(204,210)

(204,210)











Vehicles & Plant

(657,000)

(700,150)

(200,500)

(115,950)































Expenditure during year



















Equipment

188,580

372,305

20,320

131,505











IT

195,000

272,186

71,766

189,779











Vehicles & Plant

657,000

700,150

200,500

115,950



















































Closing balance Equipment & IT

(1,250,962)

(982,211)

(1,265,865)

(1,320,321)











Closing balance Vehicle & Plant

(1,211,670)

(1,211,670)

(1,211,670)

(1,211,670)































Total in cumulative funds

(2,462,632)

(2,193,881)

(2,477,535)

(2,531,991)











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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