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1.
What we are trying to achieve
1.1 The Council uses both capital monies and assets on behalf of the public to improve the lives of communities who live and work in the bay, as well as improving and regenerating Torbay as a place. The resources are used to achieve the plans and aspirations for the bay as expressed in the community and corporate plans and related strategies. 
2.
Recommendation(s) for decision
2.1 That Council be recommended:

To approve the Corporate Capital Strategy and Asset Management Plan set out in Appendices 1 and 2 to this Report, respectively.

3.
Key points and reasons for recommendations
3.1 Corporate Capital Strategy (“the Strategy”) is the high level summary of the Council’s approach to capital investment covering all services and expenditure plans for replacement and renewal of assets. The Strategy (together with its sister document the Corporate Asset Management Plan (AMP - “the Plan”) identifies how the Council prioritises its own resources together with external funding to improve its own assets and to support others to provide assets to help deliver Council services.
3.2 These strategic documents form part of the Council’s Budget & Policy Framework. The report outlines the Council’s policies to ensure that capital investment is directed in support of the delivery of its corporate priorities and addresses the repair and maintenance programme for the Council’s built assets. The Strategy also underpins the use of the Council’s freedom to borrow to fund capital expenditure under the Prudential Code. 

3.3 The latest draft of the 2010 review of the Strategy is attached at Appendix 1 and the 2010 review of the Plan is attached at Appendix 2. In essence, both documents are an update of the previous year reports incorporating any new issues or priorities that have emerged over the past 12 months. 
3.4 The Strategy is significantly influenced by the potential significant impact of the forthcoming Comprehensive Spending Review for the period 2011/12 to 2014/15 where the total support from central government for capital schemes in the public sector is expected to reduce by 60%.

3.5 In addition to the reduction in direct capital support, reduced revenue budgets could reduce the affordability of schemes funded by an element of unsupported borrowing. In addition the likely “un-ring fencing” of capital resources will give the Council more freedom to allocate funding to the Council’s key priorities.

3.6 Due to the potential significant impact on the total capital resources available a number of the Council’s policies regarding the allocation of capital resources, such as the use of funding, although “un-ringfenced”, that had previously been allocated in line with the indicative central government use, (e.g single capital pot), will now be subject to a central allocation in line with Council priorities. 
3.7 The strategic approach to the repairs and maintenance programme is to ensure a planned reduction of the maintenance backlog, focussing disposals and capital spend on property with high maintenance liability and targeting the limited maintenance budget. The maintenance programme is considered on an annual basis with prioritisation based upon results of the condition surveys, which are held on the Council’s asset register (TOAD) and approved by the Corporate Asset Management Team.
3.8 Asset management delivery by the Economic Development Company (EDC) ensures through service asset management plans that assets are constantly kept under review to ensure that they are fit for purpose and whenever possible assets which are either inefficient or a liability in terms of backlog or future maintenance will be brought forward for disposal.
3.9 The Strategy and the Plan were both written before the Comprehensive Spending Review announcement by the Chancellor on 20th October. Further detail on the implications of this, and any subsequent departmental announcements, on the Council’s capital plans will be included in the 2011/12 Capital Review Report being presented to Cabinet in December.
For more detailed information on the plans being presented please refer to the supporting information attached.

Richard Thorpe 


Steve Parrock
Chief Finance Officer

Chief Executive Torbay Development Agency
Supporting information to Report 301/2010
A1.
Introduction and history

A1.1
Members are reminded that “capital investment” is described as -


“Property” is one of the Council’s major resources alongside “People” and “Pounds”. Improving the management of its land and property assets is key to improving service delivery. The following documents demonstrate how the Council does this within its Corporate Planning process –

· Capital Strategy – this is the high level summary of the Council’s approach to capital investment covering all services and expenditure plans for replacement and renewal of land & property, infrastructure, plant & equipment etc. It identifies how the Council prioritises its own resources, supplemented by external funding, to improve its own assets and to support others to provide assets to help deliver Council services.

· Corporate Asset Management Plan – this is the overarching plan for managing the Council’s land and property assets. It identifies the Council’s approach to ensuring that its land and buildings are suitable, sufficient and in good condition to support service delivery.

These documents form part of the Council’s Budget & Policy Framework. They require annual review in order to update practices and procedures to seek to improve performance, reflect the latest position on capital resources and the latest demands for investment. 
The Strategy is influenced by the potential significant impact of the forthcoming Comprehensive Spending Review for the period 2011/12 to 2014/15 where the total support from central government for capital schemes in the public sector is expected to reduce by 60%.

The current Capital Plan is reported on a quarterly basis to OSB and Cabinet. The report for quarter one 2010/11 was presented in July and the quarter two report is due to be presented in November. All reports are available on the Council’s internet site.

A1.2
The Capital Projects Reserve List

A1.2.1
The Capital Projects Reserve List is developed using the Prioritisation Process described in section 4 of the Strategy. Its purpose is to demonstrate the Council’s top priorities for capital investment aligned to the strategic themes of the Community Plan (the “Wheel”), bearing in mind statutory duties which must also be delivered. The List identifies unfunded demands for capital investment across all Council services.

A1.2.2
Due to the uncertainly of the Council’s capital and revenue funding streams for 2011/12 onwards arising from the Comprehensive Spending Review the annual capital reserve list has not yet been updated. This will be done in January 2011 when the Council should have indications of the type of funding, the values and the level of “ring fencing” that it will have over the next four years.

A1.2.3
Although the reserve list has not been updated for new schemes the key capital priorities for the Council are unlikely to have changed significantly from 2009 to 2010.
A1.2.4
This approach in 2009 resulted in the following projects being deemed the most important for immediate investment from an Asset Management and Community Plan perspective (excluding school and Local Transport Plan improvements which in previous years are separately funded) –

· Affordable Housing – support delivery

· Disabled Facilities Grants – additional funding

· Energy Efficiency – financial assistance

· Multi-Storey Public Car Parks Improvement Programme

· Princess Pier - Structural Repairs to stone structure

· Torre Abbey Mansion Phase 2
· Princess Gardens – including works to promenade
A1.3
Strategic approach to allocation of Capital resources

A1.3.1
The Council in its Capital Strategy approves a set of overarching policies for allocating capital resources at the strategic level, linking investment to both national and local priorities. The purpose of these policies is to set some basic guidelines for the use of capital resources available to the Council i.e. borrowing, external grants, receipts from the sale of assets and revenue budgets, to pay for capital investment. 
A1.3.2
Where appropriate, mainly to reflect the uncertainty of future funding, these have been revised for the latest Strategy. A summary of all the relevant policies are included in the Executive Summary to the Strategy. The policies that have been revised are listed below.
Non scheme specific funding or unringfenced funding.-

In light of the significant anticipated reductions to Council revenue and capital budgets, all capital funding, unless it can only be spent on a specific scheme or service, will not now be automatically allocated to a service but will now be subject to a (central) allocation to schemes on a prioritised basis. (New policy)

Borrowing Supported by the Government – 

The Council aims to recognise the statutory nature of some of its functions supporting the Government’s national priorities and the Council aims to use this resource in line with the Government allocations subject to affordability and other Council priorities for capital investment. (Revised policy).

A1.3.3
These polices have been changed to reflect that capital resources and revenue funding is expected to be significantly reduced as part of the Comprehensive Spending Review. The Council will have to ensure that these scarce resources are allocated to the Council’s key priorities. This will, in effect, result in a greater central co ordination of capital resources particularly where resources, although un-ring fenced, have in previous years been allocated to services in line with the central government’s indicative allocation. This approach also supports Councils having more freedom to allocate grants/funding in line with local priorities.
A1.3.4
In light of significant potential reduction in the Council’s revenue budget over the next few years the 2011/12 budget process should consider the affordability of funding borrowing from the Council’s revenue budget. 

A1.3.5
An option would be to remove from the capital programme or use other resources (such as supported borrowing) to fund schemes due to be met from revenue funded unsupported borrowing. Schemes currently identified that rely on an element of revenue funded unsupported borrowing include Torre Abbey Phase Two, Princess Pier Infrastructure and South Devon Link Road.
A1.3.6
Alternatively the Council could choose not to allocate its supported borrowing allocations to schemes. This would result in a revenue “gain” as the costs of supported borrowing are reflected in the Council’s annual revenue formula grant settlement.
A1.3.7
This report does not advocate either of the two options above; however, at this stage of the 2011/12 budget process, no option should be discounted. An issue to consider is the Council’s potential use of any capitalisation direction approved to enable the cost of any potential redundancies, (the statutory element), to be classified as capital and to be financed from capital resources or unsupported borrowing. At this stage of the budget process it is not possible to estimate what the value if any of this sum could be.
A1.3.8
Use of Capital Receipts for the disposal of surplus and underused assets
A1.3.9
Reducing the number of assets the Council holds in order to concentrate resources and provide a more economical but higher quality service has a two-fold benefit -

· Reduction in running costs resulting from inefficient or poorly maintained assets

· Generation of receipts to fund schemes on the approved Capital Plan or schemes on the Reserve List
A1.310 The Asset Rationalisation Project, together with pursuing redevelopment proposals with the private sector, is key to generating funding for re-investment. The current capital programme relies on disposals to a value of £5 million to support existing schemes.
A1.3.11 Due the level of capital receipts required to support the existing capital plan and the uncertainty over future capital funding no change is proposed to the policy of allocating all capital receipts to support schemes on the existing capital plan. This would apply to any major capital receipts the Council could generate over the next few years such as Churston Golf Club lease and, in the longer term, land at Preston Down Road.

A1.4
 Future Capital Funding Options

A1.4.1
 With the expected significant reduction in central government funding for public sector capital schemes the private sector could have a greater role in providing finance for public sector infrastructure. Nationally this could include “user pay” schemes, private investment for “free schools” or Tax Increment Financing. These alternative funding streams would supplement the Council’s current involvement with the private sector for investment in the Mayoral Vision and the proposed Local Asset Backed Vehicle.
A1.4.2
The Coalition Government’s restructuring of public sector bodies include the abolition of Primary Care Trusts and Regional Development Agencies and will result in the Council seeking partnership and investment opportunities with the successor bodies such as Local Economic Partnerships and GP Commissioners.
A1.5
Asset Management Plan and Repair and Maintenance Backlog  

A1.5.1
In recent years the Council has recognised the significant issue of repair and maintenance of the property portfolio.  This position is influenced by the fact that the Council has a large number of listed properties and significant marine infrastructure. This situation however has been addressed over the past few years by a range of options such as increases in the maintenance budget over the past few years, focussing capital expenditure and working towards disposal of assets with high maintenance. The approved revenue maintenance budget for 2010/11 is £1 million. 

A1.5.2 The current backlog of repair issues are identified within the rolling programme of condition surveys in the Asset Management Plan.  The Council will continue to work to address this issue from the combination of options identified in the paragraph above.
A1.5.3 Priority continues to be given to Condition D (condition bad – life expired and or serious risk of imminent failure) and Priority 1 works (urgent work that will prevent immediate closure and or address an immediate high risk to the health and safety of occupiers and or remedy a serious breach of legislation) It is hoped to eliminate these works completely over the next few years.

A1.5.4 The four year repair and maintenance programme will change and evolve over the period of the plan to take account of changing circumstances and priorities.

A1.5.5 The intention is to eliminate the backlog of maintenance as quickly as budgetary provision allows and to move to a position in Condition C of a 70:30 split of planned to reactive maintenance.  This will be done by continuing with the cycle of maintenance surveys and introducing where possible life cycle costing so that future demand can be predicted and budgeted for in advance.

A2.
Risk assessment of preferred option
A2.1
Outline of significant key risks

A2.1.1
Failure to deal with urgent structural repair could lead to deterioration of the   asset base and additional costs.
The identified repair demands in the Plan are significant and are increasing over time. This is a key challenge given the limited availability of both revenue and capital resources. Risks associated with particular sites can increase such as the issues in relation to the condition of the area around Princess Gardens.
A2.1.2
A risk to the Plans is that the Strategy and/or Plan will not be “fit for purpose” i.e. will not assist the Council to use its capital resources economically and efficiently in support of local and national priorities. 

A2.1.3
The risks of undertaking actions recommended within the Strategy and Plan itself are assessed within the document and will be addressed during the annual review of the Council’s revenue and capital budget which will be undertaken over the next few months.

A2.1.4
Unforeseen emergency works could disrupt the repairs and maintenance programme.  Over the four year period of the maintenance plan there will inevitably be some unforeseen works which arise and need immediate attention e.g. boiler failure, collapsed drains, storm damage etc.  This will require periodic revision of the programme with some works having to be deferred.

A2.1.5 The financial settlement for the public sector in future years is uncertain and may significantly affect the Council’s ability to implement the Capital Strategy/ Asset Management Plan/ Repairs & Maintenance Programme.

A3.
Other Options

A3.1
Every Council has to produce a Capital Strategy and a Corporate Asset Management Plan document to demonstrate its strategic approach to capital investment in accordance with best practice. This Council has developed processes to demonstrate good asset management and a strategy for capital investment. This results in more efficient and effective use of its assets and capital resources in support of its Corporate Priorities and service objectives.

A3.2
The repair and maintenance budget could be increased further to reduce backlog over a shorter timeframe.  This has to be considered with regard to other capital and revenue pressures. 

4.
Summary of resource implications
A4.1
The approval of the Capital Strategy does not lead to immediate resource implications. The policies and future actions highlighted within the document will govern the review of the 4-year Capital Plan Budget over the coming months during which resource implications will be examined.

A4.2
Implementing actions in the Corporate Asset Management Plan such as the Asset Rationalisation Project and disposal of assets requires the commissioning of resources from the Economic Development Company and Legal services.

A5.
What impact will there be on equalities, environmental sustainability and crime and disorder?

A5.1
These issues are addressed in the Strategy and in the individual capital schemes undertaken.

A5.2
Good asset management and a planned approach to capital investment impact on improving the quality of life and creating safer environments for all.

A6.
Consultation and Customer Focus

A6.1
The Strategy is designed to promote capital investment in a way that positively assists the Council to deliver the Community Plan priorities alongside, and complementary to, the provision of statutory functions.

A6.2
The Strategy is developed via service led consultation through CAMT and through links with external partners. Further consultation with Council Members and officers is being undertaken directly through the Commissioning Officers Group, Capital Programme Management Board and the Overview and Scrutiny Board. 
A7.
Are there any implications for other Business Units?

A7.1
There will be implications for all business units as the policies and actions within the Strategy determine the review of the 4-year Capital Plan Budget.

Appendices

Appendix 1 - Draft 2010 Revision of the Corporate Capital Strategy

Appendix 2 - Draft Asset Management Plan 2011-2015 (including Four+ Year Rolling Repairs & Maintenance Programme)

Expenditure on the acquisition, creation or enhancement of “fixed assets”





  (Fixed assets are items of land & property which have a useful life of more than 1 year)









