
Carlisle City Council

Report to:-
The Mayor and Members of The City Council



Date of Meeting:-
19 July 2005


Agenda Item No:-


Public
Policy
Delegated Yes



Accompanying Comments and Statements
Required
Included

Environmental Impact Statement:
No
No

Corporate Management Team Comments:
No
No

Financial Comments:
Yes
Yes

Legal Comments:
No
No

Personnel Comments:
No
No

Impact on Customers:
No
No





Title:-
CAPITAL STRATEGY 2006/07 TO 2008/09



Report of:-
The Head of Finance



Report reference:-
FS3/05 (amended)



Summary:-
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1. INTRODUCTION

The objective of the Capital Strategy is to:

· Ensure that capital investment decisions and capital resources contribute to the achievement of the Council’s corporate priorities;

· Co-ordinate the strategic capital priorities emerging from business units’ 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 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 explained below:

Community Plans 
City Vision is the Community Plan, a ten-year (2002 to 2012) Community Vision for the Carlisle area which was developed following extensive consultation.  The City Council has also developed a Local Strategic Partnership with Eden District Council. In addition to this, following the recent severe flooding experienced by Carlisle, a master plan for the regeneration of Carlisle ‘Carlisle Renaissance’, is being developed in consultation with partners. 

Carlisle City Council Corporate Plan (2004 to 2007) 

This identifies the main priorities for the City Council arising from the Community Plans, and guides the allocation of Council resources. The Council was assessed as a ‘Good’ authority under the Comprehensive Performance Assessment and has responded to a programme of improvement and focus for the future, including a fundamental review of the Council’s priorities. The four key aims approved as the priority for focus are:

· Develop Carlisle’s Regional Status

· Develop Carlisle’s Infrastructure

· In partnership, alleviate deprivation and social exclusion

· Achieve excellence in core Council Services

Within the above priorities, the following is being recommended (subject to consultation and Council approval) as the key priorities for Carlisle over the next three years:

· Carlisle – the Learning City

· Cleaner, Greener and Safer

Business Plans 

Each of the Council’s Business Units produces an annual business plan that identifies service issues and priorities, and forecasts financial commitments in accordance with the priorities identified in the Corporate Plan.  Monitoring reports are considered corporately by Members and Officers 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. 

Capital Priorities 
The Council’s Corporate Plan informs 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. 

3.
PARTNERSHIP WORKING

The Council is committed to working in partnership to achieve its priorities, with capital and asset value contributions being used to pump prime other sources of funding to achieve maximum outcomes.  There are many examples of successful partnership working which have brought significant benefits to the citizens of Carlisle.  Some more 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 will bring in £2.1m of Grant funding and requires £1.5m of investment from the Council. 

· Housing Stock Transfer. The Council selected Carlisle Housing Association to be its partner for the transfer of 7,200 houses, which will result in £73m of reinvestment in the Housing Stock in the first five years. 

· Leisuretime. The Council externalised the management of the Sands Leisure Centre, City Pools and Outdoor Recreation, as recommended in the Best Value Review of Leisuretime.

4.
POTENTIAL CAPITAL PROGRAMME 2005/06 to 2008/09

A summary of the potential programme and funding of capital schemes is shown below. 

Table 1

Capital Investment Plans
2005/06

Original

£000
2005/06

Revised

£000
2006/07

Prov.

£000
2007/08

Prov.

£000
2008/09

Prov.

£000

General Fund
5,964
10,584
4,501
2,742
1,880

Vehicle, Plant & Equip
1,345
1,932
293
437
437


7,309
12,516
4,794
3,179
2,317

Funded By:






Capital Receipts:

B/fwd

PRTB

General
(568)

(5,100)

(500)
(4,560)

(5,100)

(500)
0

(2,000)

(500)
0

(1,400)

(500)
0

(1,200)

(500)

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

Projects Reserve
(4,181)
(4,546)
694
1,840
2,184

Renewals Reserve
(1,345)
(1,951)
(293)
(437)
(437)

Disabled Facilities Grant
(177)
(177)
(177)
(177)
(177)

Grants
(91)
(2,494)
0
0
0

Revenue Contributions
0
0
0
0
0


(13,072)
(20,438)
3,386
1,784
1,240

Potential Excess Resources

Less earmarked provision 

Breakdown Year on Year:

Projects Reserve

Capital receipts
Cumulative 
(5,763)

0

(5,763)

(4,181)

(1,582)
(5,763)
(7,922)

1,000

(6,922)

(4,546)

(2,376)
(6,922)
1,408

0

1,408

694

714
(5,514)
1,395

0

1,395

1,840

(445)
(4,119)
1,077

0

1,077

2,184

(1,107)

(3,042)

5.
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.  The Capital Investment shown in Table 1 reflects the budgets approved by Council in February 2005, as set out in the Council’s budget resolution

As part of the annual budget process, services submit capital bids for investment 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. 

6.
ALLOCATION OF CAPITAL RESOURCES

Funding for priority Capital projects is sought from all sources including emphasis on the attraction of external and competitive funding regimes. 

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 receive a reducing proportion of PRTB receipts for the first 15 years of the contract.  There is an expectation of substantial receipts being received and these receipts will be used to fund initiatives that will benefit the delivery of the sustainable community.  Additional Capital Receipts are generated from a surplus land disposal strategy, with a target of achieving a minimum of £500,000 per year of new receipts. 

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 although it is anticipated that use of prudential borrowing will increase as sources of other capital funds deplete.  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. 

Projects Reserve  - The Projects Reserve is built up from windfall gains and revenue surpluses and is used to support the capital programme or any other major Council initiative.  It is anticipated that the availability of funds from this Reserve will reduce due to improved base budgeting which has significantly reduced year end underspends. 

Renewals Reserve – This Reserve provides for the phased replacement of the Councils’s vehicles, plant and major items of equipment.

Capital Grants – Capital Grants are received for a variety of schemes. Recently, additional funding of £1.5m has also been made available from the ODPM for Private Sector Renewal in 2005/06 to support the renewal programme work necessary as a consequence of the severe flood and storm damage in January 2005. 

Direct Revenue Contributions – The Council is free to make contributions to capital schemes from the revenue budget. In practice however, the severe limitations on the Councils ongoing revenue budgets and the pressure to keep Council taxes to acceptable levels acts as a severe restraint on this source of funding.

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 quarterly 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. 

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).

In order to strengthen procedures, during 2005/06 a Capital Programme Board of senior officers will be established to take the lead on the prioritisation of investment and the monitoring and evaluation of schemes. This will include Business Case methodology for capital investment. Any proposals for investment will be submitted to Members for consideration as part of the normal budget consultation and approval process.

3. 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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