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	Report No:
	253/2010
	Public Agenda Item:
	Yes

	
	
	

	Title:
	Asset Rationalisation Project

	
	

	Wards Affected:
	Cockington with Chelston, St. Marychurch, Churston with Galmpton, and Wellswood Wards

	
	

	To:
	Cabinet
	On:
	12 October 2010

	
	
	
	

	Key Decision:
	Yes – Ref. X26/2010
	
	

	
	
	

	Change to Budget:
	No
	Change to Policy

Framework:
	No



	
	
	

	Contact Officer:
	Garth Millard, Asset Management

	( Telephone:
	01803 207805

	(  Email:
	Garth.millard@tedcltd.com


1.
What we are trying to achieve and the impact on our customers
1.1.
To report upon the public consultation process with the above Wards and Community Partnerships and to make recommendations relating to asset management efficiency and cost savings.
2.
Recommendation(s) for decision
2.1
That the five assets listed in Appendix 1 be declared no longer required for service delivery and that the Acting Head of Asset Management be requested to advertise their intended disposal in accordance with both the Council’s Community Asset Transfer Policy 2008 and where appropriate Section 123(1)(2a) of the Local Government Act 1972.
2.2
That it be noted that there has been no adverse feedback to the proposals submitted to Ward Members and any relevant comments from Community Partnerships to the proposed disposal of the five assets listed in Appendix 1.
2.3
That, subject to any expressions of interest received in respect of 2.1. above, the assets listed in Appendix 1 be disposed.
3.
Key points and reasons for recommendations
3.1 Expenditure and repair liability across the Council’s assets significantly exceeds available resources.
3.2 The Project Team continue to review the suitability and challenge the present use of the Assets listed in Appendix 1 with a view to reducing running costs and generating capital receipts, which could be used to support the Council’s approved Capital Programme.
3.3 The recommendations take into account any views expressed by the public consultation. 

3.4 The disposal of assets not required for service delivery will enable the capital receipts to be reinvested into the Council’s priority capital projects, which will contribute to:

· The new economy

· Pride in the Bay

· Learning and skills for the future

· Stronger communities
3.5 The reduction of the number of assets held is seen as an important element to achieving a sustainable maintenance regime for future generations.  The other elements being to:

· Reduce the number of administrative buildings.
· Increase through Prudential Borrowing expenditure on key assets where further deterioration is expected (in order to avoid larger repair bills in the future).
· Increase the substantive repairs and maintenance budget year on year, until a sustainable balance is achieved.
· Work with partners to regenerate or to find alternative uses for certain assets.
· Identify Grant and external funding opportunities.
3.6 At this point it is not possible or desirable to publicly quantify the expected total receipt but Members are reminded that the Council remains committed to funding Capital Projects through the disposal of surplus non operational assets. 

3.7 A preliminary cost benefit analysis of the Asset Rationalisation Project completed to date indicates that the Council has disposed of 12 surplus assets which have saved the authority annual on-going savings of approximately £27,000 p.a., and released land for the provision of 56 residential units.  Further details of the revenue savings, capital receipts and work in progress will be provided in the annual review of the Asset Management Plan.  
For more detailed information on this proposal please refer to the supporting information attached.

Steve Parrock
Chief Executive - Torbay Development Agency 
Supporting information to Report 253/2010
A1.
Introduction and history
A1.1
As previously reported the Council has retained a large amount of property and land, some of which is not fit for purpose.  It has a large maintenance backlog and a Capital Programme which relies on the generation of capital receipts for funding.  

A1.2
The Capital Strategy which was approved by the Council in November 2008 provided that funding for the Capital Programme would be met in part from asset disposal.

A1.3
The Corporate Asset Management Plan which was also approved by Council in November 2008 provided that the Council would adhere to the following guiding principles in the management of its assets:

· To continuously maintain and improve assets;
· To release value and minimise cost by challenging and reviewing the manner and use of assets;
· To periodically review all assets to identify possible alternative use or disposal;
· To ensure that disposals are effectively managed; and
· To monitor running costs to target potential savings.
A2.
Risk assessment of preferred option
A2.1
Outline of significant key risks

A2.1.1
The disposal of assets not required for service delivery has been identified as one of several initiatives to provide additional funding to tackle the urgent land and building backlog maintenance liability.  Inevitably, there may be some objections to the disposal of some of the assets identified.  Failure to consult adequately may lead to abortive disposal work should some of the disposals not proceed.  This risk has been mitigated by consulting adequately and by advertising prior to any marketing taking place.
A2.1.2
Report 132/2008 highlighted the need for the capital receipt from the disposal of assets to be used to supplement in part existing inadequate budgets for repair and maintenance and capital programme.  Capital receipts can only be used to finance capital expenditure when repairs and maintenance (which are revenue costs) become so large and significant that the repair enhances and extends the life of the assets.  However, this is not generally a desirable approach and regular maintenance is the more acceptable approach.
A2.1.3
From a sustainable asset management perspective it is important that the outcome of this exercise results in an improved solution to the authority’s immediate and foreseeable maintenance issues and Members will be aware of the need for capital investment in major repair of infrastructure and key assets which have been highlighted in the current reports on the Annual Review of the Capital Plan.  It is recognised that Members will need to use some of these potential receipts to fund the existing approved Capital Programme before applying any balance to new capital schemes or as the Council’s contribution to joint funded capital schemes. 
A2.1.4
The commercial and residential property markets have been adversely affected by global property issues in recent years. Whilst there is evidence to believe in a recent improvement in the market generally, continued uncertainty remains to make it harder to maximise the receipts over the short term.  The disposals project team has therefore needed to consider the timing and phasing of disposals.
A2.1.5
Consideration has been given to community needs and in particular the possible transfer of assets not required for service delivery to the community under strict Member approval.  In some instances it might be appropriate to ring fence some of the capital receipt from the disposal of certain assets to specific capital projects with Community Partnership outcomes, which are complementary to the overall objectives of the rationalisation.
A2.1.6
There is a risk on some assets that Title restrictions may limit or restrict subsequent sales and/or affect the potential value of the assets.  However this may be mitigated by providing appropriate and robust legal advice.
A2.2
Remaining risks

A2.2.1The cost of disposals, including agent’s fees, has to be funded from existing revenue budgets and cannot be funded from the potential capital receipts although we continue to seek a contribution from purchasers towards the Council’s costs of disposal.
A3.
Other Options
A3.1
The Authority is required to ensure that its assets are fit for purpose and that it only holds assets for its strategic requirements.  Whilst the extent of disposals and timing continues to be subject to review, to take no action would not be appropriate.
A4.
Summary of resource implications
A4.1
The disposal programme impacts on the Legal Service and the Asset Management Team within the Torbay Development Agency.
A5.
What impact will there be on equalities, environmental sustainability and crime and disorder?

A5.1
Good asset management improves the quality of life and creates safer environments for all.  Any future development will be assessed on these criteria and in some instances land presently used for fly tipping and anti social behaviour will be developed to provide needed residential accommodation.
A6.
Consultation and Customer Focus
A6.1
Initial consultation has taken place: between internal officers (all services represented) and Members of Wards affected and Community Partnership Groups, and Local Access Forum; at the Capital Programme and Asset Management Board, Director of Finance, Director of Performance and various heads of service including the Executive Head - Spatial Planning, the Council’s Conveyance Officer and Acting Head of Asset Management, Torbay Development Agency.
A6.2
No significantly adverse comments were received from Ward Members or Community Partnership Groups, and any specific comments received have been included in individual Reports listed in Appendix 1.  Members will also be aware that the Council’s Community Asset Transfer Policy 2008, allows for applications to be considered from the wider Community for any Assets confirmed to be not required for service delivery, prior to any external marketing.
A7.
Are there any implications for other Business Units?

A7.1
Relevant heads of services have been consulted in the identification of assets for possible disposal.
A8.
Additional Information

A8.1
The Council’s capital programme is predicated on the receipts arising from future sales and along with other potential future commitments against the capital programme.  Consequently the need to generate capital receipts is paramount. 
A8.2
The Council’s established policy as incorporated in the Corporate Capital Strategy states that “receipts from disposal of surplus assets are generally pooled and used to fund projects from the Reserve List in line with the Capital Prioritisation procedure…” Members are reminded of the significant existing demands for capital resources as outlined in recent reports on the Annual Review of the Capital Plan Budget.  Members will also be aware of the Council’s need to generate receipts to provide match funding for some of its more ambitious projects currently being considered or seen as a future commitment.

A8.3
On 27 May 2008, following consideration of Report 132/2008, the Mayor and Cabinet agreed that 34 additional assets be declared surplus for service delivery, under the Asset Rationalisation Project.
A8.4
On 16 June 2009, following consideration of Report 130/2009, the Mayor and Cabinet agreed that further assets be declared surplus for service delivery, under the Asset Rationalisation Project.
Appendices
Appendix 1 
List of further assets that have been identified to be no longer required for service delivery.
Documents available in members’ rooms
None – all correspondence can be viewed by contacting the report author.
Background Papers:

The following documents/files were used to compile this report:
Capital Strategy 2007.
Asset Management Plan 2007 & Individual Asset Management Files.
Appendix 1 to Report 253/2010
	Asset and
Plan Ref.
	Name, Area & Description
	Comments Received
	Recommendations

	P3016  
EM1819
	· Broadhaven ex children’s home, Broadsands Road, Paignton
· Approx 0.300 ha

· Ex children’s home and land
	None
	Not required for service delivery

	T3057  
EM1887
	· Land r/o 41/43 Hartop Road, St Marychurch
· Approx 0.064 ha

· Rough amenity land
	None
	Not required for service delivery

	T0691ZZ/1
EM1747b
	· Land adj. The Grove, Walls Hill Road, Babbacombe, Torquay
· Approx .3025 ha

· Woodland
	None
	Not required for service delivery
Offer to the Grove Woodland Foundation

	T0040AB/1  
EM1771
	· Part highway land at junction of Ilsham Marine Drive and Ilsham Road Torquay
· Approx 0.014 ha

· Open amenity/highway land


	None
	Not required for service delivery

	T0267/1 
EM1651
	· “Trevelyan” and Orchard, 
Walnut Road, Torquay

· Approx 0.154 ha

· Vacant house and adjoining orchard/garden
	Community Partnership:
1) Demolition of house and integration of area to adjoining recreational area

2) Sale to voluntary organisation

3) Sale of house in isolation

4) Seek another planning consent

5) Hold asset until improved market
	Not required for service delivery



