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Executive Summary

“Property” is one of the Council’s most important assets used in service delivery alongside “People” and “Pounds”. The Council’s land, buildings and infrastructure asset base of some 1,500 properties has a current use Balance Sheet value of £450 million.

This Corporate Capital Strategy is the policy document that brings together the programme of capital investment in property used across all the Council’s services and informs decisions on capital spending priorities within the Council’s 4-year Capital Plan Budget. This document outlines Torbay Council’s approach to capital investment in its fixed (tangible) assets. 

The Strategy focuses on the Council’s management of its own investment in assets. Inevitably a wider view of capital investment throughout the bay by both the public and private sectors will have a major influence on meeting Council aims and objectives. This Strategy has been revised in the light of significant reductions expected in central government support for capital investment over the period of the next Comprehensive Spending Review – 2011/12 to 2014/15 where it is estimated that there will be a 60% reduction in total capital spending in the public sector.
An effective Capital Strategy is vital to ensure that the opportunity cost of financial resources tied up in land and property is minimised, and that capital and revenue expenditure on the portfolio is directed efficiently and effectively to support service delivery in line with the Council’s Priorities. The Strategy considers the need for investment in acquisition, replacement and renewal of land, buildings, infrastructure, IT, plant and equipment across all the Council’s services. This includes schools, libraries, roads, employment space, leisure facilities, office accommodation, investment land and all other property used in service delivery.

The Strategy also includes provision for payments to others to enable them to acquire and improve assets that will aid the Council in the delivery of its services (e.g. affordable housing).

Key elements are:
· The process by which the Corporate Plan and Asset Management Plan objectives feed into the Capital Strategy 

· A 4 -Year Capital Plan Budget showing approved schemes and funding sources

· A prioritisation process to rank new service bids for capital scheme funding

· A Reserve List of capital schemes to be initiated when additional funding becomes available

· An aspirational Plan to address capital investment needs over the next 10 - 15 years

· Sources and processes for funding the Capital Plan including receipts from disposals of assets

· The process for performance monitoring of capital scheme delivery
· Use of Alternative Service delivery vehicles.
The Capital Strategy links with the Corporate Asset Management Plan as the corporate strategic documents for asset management in Torbay Council. Both documents are available from Council offices and on the Council’s Website: 

http://www.torbay.gov.uk/index/council/financial_services
The Strategy is reviewed annually. Council is due to approve and endorse this latest review in its final form in November 2010 following consultation and scrutiny through the Corporate Asset Management Team (CAMT), the Capital Programme Management Board, Priorities and Resources Board and Cabinet during October and November 2010. It has evolved to ensure that the allocation of capital funding optimises resources and maximises the opportunities for external funding by working with the widest range of partners.

Key Policies

A summary of the Key policies in relation to Capital detailed within the report are as follows:

The Aim of Torbay’s Capital Strategy is –

 

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 type of service, will not now be automatically be 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 its policy is therefore to use this resource in line with the Government allocations subject to affordability and other Council priorities for capital investment. (Revised policy).

Unsupported (Prudential) Borrowing – 

The Council’s policy is to take a cautious approach to new borrowing, paying particular regard to the robustness of forward predictions of affordability, with the aim that the project should be self-funding (i.e. cost neutral on Council Tax)  
In addition to a cautious approach to new borrowing on a project by project basis, the total amount of prudential borrowing outstanding at any point in time should also be affordable. It is suggested that, as an operational target, the total amount of unsupported borrowing at a point in time does not exceed 50% of the Council’s capital financing requirement. 
Consideration will be given to charge any finance costs of a major project, to the project itself up to the point where the asset becomes operational. 

Grants –

The Council’s policy on bidding for additional external funding restricts schemes to those which support corporate priorities or statutory service objectives and where it can be proved that the project is sustainable, and requirements for match-funding and future revenue consequences have been considered and approved.

Capital Receipts –

In order to ensure disposal receipts are directed to Council Priorities the Council’s policy is generally to pool all receipts from the sale of surplus assets for recycling into the Capital Budget development. The Council will consider exceptions to this policy where rationalisation of assets used for service delivery is undertaken and in respect of school sites where the Secretary of State has approved the disposal.

In order to reduce the risk that, due to the current economic uncertainty, property values could reduce in the short term, the Council’s Asset Management Section will keep disposal values under review and if appropriate may recommend that disposals are delayed – “land banking” - until values rise again. This may result in the requirement for the use, at a cost, of internal resources or temporary prudential borrowing in the interim period until the disposals are realised. 

That in the light of the current economic conditions any additional assets identified for disposal are allocated to fund the current capital plan rather than be allocated to new schemes.

Right-to-Buy Clawback 

The Council’s policy of recycling 100% of these receipts into new affordable housing acknowledges the Council’s role as strategic housing enabler by providing some direct re-investment to replace the properties lost from the public sector through the Right-to-Buy system. 

S106 monies and Infrastructure Levy


S106 monies will be allocated to services in line with the planning agreement. Any S106 monies received without a service allocation will be allocated in line with Council capital scheme priorities.  Any monies received from Infrastructure Levy (if introduced) will not be allocated to a specific service but will be allocated in line with Council capital scheme priorities. (New policy)
Revenue & Reserves –
Because of competing budget pressures, the Council’s policy is generally not to use Revenue money to directly fund capital projects.

Land Transfer - Alternative Service Delivery Options
The Council will consider, on a case by case basis, the potential transfer of land to an alternative provider after a full assessment of the long term (full life) risks and rewards of the transfer including the achievement of best value, linked to the Council’s aims and objectives of the proposed transfer. 
Definition of Capital Expenditure

Capital investment is simply described as: 

The definition of capital expenditure that the Council has to comply with for the classification and, therefore, the funding of capital expenditure has changed slightly from April 2010 with the introduction of International Financial Reporting Standards. “Qualifying Capital Expenditure” under s16 of Local Government Act 2003 is defined when: 
“The expenditure results in the acquisition, construction or enhancement of fixed assets (tangible and intangible) in accordance with “proper practices””
 “Proper Practice” (from 01/04/10) is now under International Financial Reporting Standards (IFRS) rules. The relevant standard is IAS16 which has the following definition of capital expenditure:
“Expenses that are directly attributable to bringing an asset to the location and condition necessary for it to be capable of operating in the manner intended by management”. 
“Directly attributable”. i.e if building a school – costs linked to the actual construction of the building, not temporary accommodation, moving people around etc. – I.e “What helps you build the building?”.

Subsequent Capital Expenditure on an asset is defined as:

“Expenses that make it probable that future economic benefits will flow to the authority and whose cost can be measured reliably” Subject to….. “if the expenditure is to replace a component, the old component must be capable of being written out of the balance sheet”. 
Future economic benefits i.e it is not necessary for the expenditure to improve the condition of the asset beyond its previously assessed standard of performance – the measurement is against the actual standard of performance at the date of expenditure.

1
Overview
1.1
Plan Context

Torbay Council’s vision is for:
“A cleaner, safer, prosperous Bay”

The means of delivering this vision has been developed by Torbay Council in consultation with the community and is defined within Torbay’s two key strategic documents:

· The Torbay Community Plan – “Turning the Tide for a prosperous Bay” 
· http://www.torbay.gov.uk/communityplan 
· The Torbay Council Corporate Plan  2010+
· http://www.torbay.gov.uk/corporateplan

The effective management of capital resources is key to the delivery of the Community’s, and therefore, the Council’s priorities and all actions in the Capital Strategy strive to promote capital investment in a way that positively assists the Council to deliver its priorities alongside, and complementary to, the provision of statutory functions. The Strategic Planning Chart at Appendix 1 shows how Capital investment planning fits within the Council’s overall business planning.

Both national and local issues influence the delivery of the Capital Strategy and the review of the Capital Budget. The Council is not able to plan capital investment with certainty until these issues are determined.

National issues –
· Support from Central Government, and in particular the Comprehensive Spending Review (CSR) is due to be announced in late 2010 and will outline the likely future level of finance provided by the Government to support investment in national priorities for the next four years. This will include indicative funding levels for Transport and Children’s Services. 
· The Coalition government as part of the 2010/11 “in year” budget reductions gave Councils more freedom to allocate resources by removing the “ring fencing” from a number of grants. This could be extended to other grants in the future.  In light of this removal of ring fencing plus 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 of scheme, will not now be automatically allocated to a service but will now be subject to a (central) allocation to schemes on a prioritised basis. 

· There is considerable uncertainty over the next Comprehensive Spending Review starting 2011/12. Given the press speculation about public sector reductions in the future there could be a significant reduction (up to 60%) in Central Government’s support or capital projects. 
· Due to the anticipated significant reduction to Council revenue budgets as part of the next CSR this will reduce the Council’s ability to support the revenue costs of prudential borrowing for schemes where there is a net cost to the Council. In the current capital plan this could include schemes such as Torre Abbey phase two, Princess Pier infrastructure and South Devon Link Road.
Local issues –
· The Mayoral Vision project 

· The Asset Rationalisation project – a long-term project to deliver significant capital receipts to finance investment in the Council’s assets 

· Community Asset Transfer Policy 
· Agreement of Local Area Agreements by Torbay Strategic Partnership
· The “transformation” review being undertaken to review the way the Council delivers its services

· Alternative delivery options such an Economic Development Company, Local Asset Backed Vehicles, Joint Venture Companies, will all have an impact on the Council’s assets. Primarily by transfer of assets to the new providers.
· Shoreline Management Plan 

· Maximising rental streams from investment portfolio in short and long term

1.2
Aims & Objectives

The Aim of Torbay’s Capital Strategy is –

 

This aim embraces the need to deliver both local and national priorities in the context of provision of statutory services. To support this aim the following Objectives and Actions are identified –

To link capital investment to Council priorities by –

· Allocating capital resources to projects in accordance with a transparent and objective prioritisation policy

· Establishing a clear link between the Capital Strategy and Asset Management Plans
To develop an affordable Capital Plan Budget by – 

· Applying a robust budget preparation and challenge process involving stakeholders, senior officers & Members

· Adhering to a clear set of high – level policies for allocating corporate capital resources

· Applying the principles of the Prudential Code for Capital developed by the Chartered Institute of Public Finance & Accountancy (CIPFA)

· Ensuring the full costs of capital investment are reflected in the Medium Term Financial Plan

· Optimise disposal receipts  from surplus assets

· Maximising alternative sources of funding from private sector partnerships, planning gain policies and external grants
· Use of alternative delivery vehicles to deliver services and fund asset investment
To use capital resources efficiently by – 

· Undertaking thorough options appraisal for all new projects

· Undertaking whole-life costing (assessing revenue implications for at least 5 years) before projects are approved

· Securing Value For Money through utilisation of the Council’s Procurement Policies and Framework for managing capital projects
To manage the Capital Plan Budget effectively with projects completed on time and within budget by –

· Effective project management following PRINCE2 or equivalent methodology

· Effective budget monitoring and reporting

· Identifying and managing risks; and implementing measures to mitigate them
· Use of SPAR system to monitor capital projects
1.3 Consultation
The Community Plan, Corporate Plan and other service plans such as the Mayoral Vision, were produced following extensive consultation with partners through the Torbay Strategic Partnership and are also used to aid the Council in formulating its capital investment priorities.  

Consultation with Council Members and Officers is undertaken directly through the Corporate Asset Management Team (CAMT) and the Capital Programme Management Board led by the Mayor. These groups are the primary Member and officer forums dealing with asset management and Capital Plan issues. They have representatives for each Directorate; partner organisations such as the Torbay Care Trust; Finance and the Torbay Development Agency. The constitution and work of Capital Programme Management Board and CAMT is more fully explained in the Council’s Asset Management Plan. Their main role with regard to the Capital Budget is –
· To implement, and keep under review, the Council’s prioritisation process for Capital expenditure

· To recommend priorities for capital schemes to be included in the 4-year Capital Plan Budget

· To monitor the delivery of the Council’s approved Capital Plan Budget

· To review the Corporate Asset Management Plan and Capital Strategy annually

1.4 Compliance with Accounting Standards
The Council will continue to comply with the relevant accounting legislation and guidance for the recording and accounting for assets and capital transactions.

From April 2010 all Council transactions will have to be fully compliant with International Financial Reporting Standards with the first set of Accounts being produced on that basis for 2010/11.

These standards have significant impacts for the recording of assets and for any arrangements involving a lease or an implied contractual lease. 

The new Standards are likely to bring more assets, as finance leases, onto the Council’s accounts than under the previous standards. The tests are now focussed on “control” of assets. Therefore a contract where the supplier uses assets to provide a service “exclusively” for the Council could now form part of the Council’s assets. 
1.5 Current Capital Plan
Members receive, on a quarterly basis, a capital monitoring report showing the latest position of the Council’s capital plan showing expenditure and funding. These reports are taken to both Overview and Scrutiny Board and Cabinet and are available on the Council’s internet site.
2. Prioritising Needs 

2.1 Summary of Demand – the Challenge

In common with any private company, the Council’s ability to invest in its assets is governed by available financial resources – affordable borrowing, external grants, third party contributions, capital receipts from the disposal of surplus or under-used assets, earmarked reserves and revenue budgets. Unlike the majority of private companies, the Council has a number of statutory functions it must provide and, whilst not governed by profitability, is constrained by the level of revenue it can raise through Council Tax to finance capital investment. 

Where the Council does not have its own “cash” resources it can work with the private sector to generate investment in its assets by, say, using assets such as land as its contribution to the project.

Demand for investment, generated by the Corporate Plan, through statutory requirements, addressing suitability and sufficiency through Service Strategies, Business Plans & Service Asset Management Plans, consultation with stakeholders and policy considerations, outstrips supply. 
For example -

· The Children’s and Transport have well developed Strategic Service Plans for capital investment which is mainly demand led. These services have benefited from significant Government Funding support through direct grant aid and the Single Capital Pot allocations of Supported Borrowing but need to deliver outcomes in line with national Government directives.

· As a coastal, single-tier Authority whose local economy is heavily dependent upon tourism, the demands for capital investment in services such as libraries, museums, theatres, sports, coastal protection, economic development, public infrastructure and major buildings supporting tourism are significant.

· In addition to land and building issues, the Council needs to invest in its highways and flood defence infrastructure together with continuing its programme of modernising IT provision that supports all services.
· Demand for aid for the private sector including provision of affordable housing, investment in regeneration projects to stimulate the local economy and supporting the Torbay Care Trust to rationalise assets used in care provision also needs to be considered for funding from Council resources.

· The Mayoral Vision has identified a number of major projects to encourage the regeneration of the Torbay area.
· Disability Discrimination Act (DDA) - The Council needs to continue to implement the existing DDA action plan to maximise public accessibility to Council buildings
· The Council’s Asset Management Plan highlights a number of issues where capital investment would provide the most effective solution where Government support is not specifically available. For example –
Condition & Suitability – Although higher levels of investment and some major projects have improved this position, Torbay still has significant issues regarding the disrepair of its assets in common with many other local authorities. The current total for backlog repairs is identified in the Asset Management Plan. 

Significant items of repair and renewal can be classed as capital expenditure (and funded from capital resources) if the works provide a level of enhancement or extend the useful life of the property. These are identified in the Asset Management Plan and on the Capital Reserve List.
The approval of the Castle Circus Regeneration Project (in June 2009) and the rationalisation of the Council’s disparate office accommodation (both owned and rented) into a Civic Hub is expected to have a major positive impact on the level of the council’s repair liabilities.


The following priorities have previously been identified for the Capital Plan Budget linked to the Corporate Priorities through the prioritisation procedure –

	Priority
	· Examples of Schemes



	The New Economy
	· Ongoing regeneration of the Torquay Waterfront &  Harbourside  Areas

· Regeneration of Brixham

· Support for development of Managed Workspaces



	Pride in the Bay
	· Investment in Integrated Transport and Highway maintenance

· Programme of Flood Defence & Coast Protection schemes supported by the Environment Agency

· Regeneration of Heritage buildings inc. Torre Abbey

· Upgrading of sports pitches & playgrounds

· Provide new Paignton Library Hub



	Safer & Stronger Communities
	· Ongoing support for Registered Social Landlords to provide new affordable Housing

· Annual support for statutory grants and targeted support for housing renewal & provision of disabled facilities in the private sector 



	Learning for the Future
	· Review of Primary provision and removal of surplus places

· Replace temporary classrooms & improve facilities for PE & Sport

· Provision of Nursery places and Children’s Centres

· Rebuild Torquay Community College under Building Schools for the Future


	Corporate Health
	· Increased efficiency in IT provision

· Provide Civic Hub and rationalisation of accommodation




2.2
2010 Revision of the Capital Plan Budget
The current Capital Plan Budget will be reviewed and rolled forward by one year and will include the period of the four year Comprehensive Spending Review. The process includes consideration of the Capital Reserve List. The 2009 List is attached at Appendix 2 (updated for schemes now in progress/completed). Given the uncertainly around the Council’s funding allocations for the next four years, for 2010 the revision of this list has been delayed until January 2011. However the key priority schemes, mostly related to structural repairs are unlikely to change.
The figures on the Reserve List are still significant, The Council has a backlog of structural repairs to key assets and a myriad of demands for new investment to improve service delivery for which no provision is included in the existing 4-year Capital Plan Budget.  The outstanding repairs are being reduced by projects such as the Castle Circus Regeneration Project and alternative use of assets/service delivery. 

Some projects will not be deliverable until current options appraisals are concluded and full funding is identified, either through joint working, asset rationalisation and disposal or identifying sustainable revenue budget savings to fund Prudential Borrowing. 

Children’s and Transport infrastructure schemes are likely, subject to Council priorities, to continue to receive Government funding and a number of projects from these services are likely to be promoted from the Reserve List supporting a cross-section of the Council’s priorities. Other projects may be fundable from specific grant sources. Schemes will be considered if and when any new schemes can be transferred from the Reserve list onto the approved Capital Plan Budget. Some of the most important projects on the Reserve List for immediate investment from an Asset Management and Community Plan perspective are indicated below:
· 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 promenade
· Backlog Repairs –
One of the most pressing property issues remains the level of deterioration identified within the Council’s coastal defences and infrastructure revealed by Condition Surveys. 

Options include –
· Top-slicing Revenue Budgets to provide increased budget for direct spending or to fund Prudential Borrowing for major renewal through the Revenue Budget development process.

· Ring-fencing all new disposal receipts solely to fund major repairs

· Transfer of certain assets to the private sector through sale or lease

· Hand assets over to community groups or partnerships under the Government’s new Community Assets programme to transfer liability and secure ongoing investment.

· Consider Alternative Delivery to transfer liability such as Crematorium Outsourcing

· Applying for specific grants such as from the Lottery or Environment Agency.
3. Funding Options and Revenue Implications

3.1
Strategic Approach to Allocation of resources

The Council, supported by the work of CAMT and the principles established in the Capital Strategy, has the difficult task of rationalising demands against available resources. Resources to fund the Council’s 4-year capital investment programme mainly come from the following sources 
· Borrowing  - supported by the Government or Unsupported (Prudential) Borrowing

· Grants & Contributions - from Government or Private Sector

· Capital Receipts – from sale of assets

· Revenue & Reserves - direct funding including Council Tax

· Alternative Service Delivery Options
· Private Sector Investment and new Funding Options
· Total Place
The Council considers a number of options for resource allocation during the regular development of its MTFP and its Revenue and Capital Budgets. The following overarching policies have been approved for allocating its own capital resources at the strategic level, linking investment to both national and local priorities –

· Borrowing Supported by the Government - 

The Government provides annual revenue grant towards the costs of some Borrowing undertaken by Local Authorities through the Revenue Support Grant mechanism. This grant covers part (historically approx. 70%) of the costs of debt repayment and interest on borrowing up to the level allocated to Authorities though a mechanism called the Single Capital Pot (SCP). It is assumed that this process will continue during the Capital Plan period. The Government has committed to providing 4-year allocations upon which Councils can reasonably rely for forward planning. At present there is uncertainty over the next 4-year allocation starting 2011/12 due to the Government’s pending Comprehensive Spending Review.
The SCP allocations consist of allowances from Government Departments with responsibility for Education, Transport and Social Services. Supported Borrowing available to Torbay each year through this source is now around £6 million (for 2010/11), allocated roughly 60% Education Services and 40% Transport and minor allocations for other services. 
· Current Policy – 

Torbay is free to use this support for any purpose, in line with its own Corporate Priorities, but the Government Departments each anticipate that allocations will be spent broadly in line with their service allocations. However with reductions in overall Council capital funding expected there could be more demand to use this funding for other, higher priority, Council schemes.
The Council aims to recognise the statutory nature of some of its functions supporting the Government’s national priorities and its policy is therefore to use this resource in line with the Government allocations subject to affordability and other Council priorities for capital investment. (revised policy).

The revenue cost of Borrowing offset by the Government Subsidy is fully reflected in the MTFP and 3-year Revenue Budget predictions.

· Unsupported (Prudential) Borrowing – 

Since 2004 Councils are allowed to borrow to finance capital spending above the level of Supported Borrowing announced through the SCP providing they can afford the revenue consequences of debt repayment and interest charges without Government help.

A cautious approach is taken to the use of “Prudential Borrowing”. Potential use is considered by the Council on a “case by case” basis. Analysis of the long-term revenue consequences and service benefits arising from each scheme is undertaken, with advice from the Chief Finance Officer, with a view to self-funding or the generation of sustainable future revenue budget savings.

Any use of Unsupported (or “Prudential”) Borrowing is carefully monitored through compliance with the Prudential Code for Capital Finance in Local Authorities issued by CIPFA. The Council must comply with this Code which requires Authorities to set their own Affordable Borrowing Limits, manage and monitor capital performance within those limits and use these indicators to show the revenue implications of capital expenditure..

Within its Treasury Management Strategy the Council has agreed a policy for calculating and recharging the effect of Prudential Borrowing to its services. Services are required to analyse the long-term revenue consequences and service benefits arising from any proposed scheme and budget to repay the costs of the borrowing used over a period no longer than the life of the asset acquired.  This policy is now closely linked to new legislation on the calculation of the Council’s Minimum Revenue provision (for the repayment of borrowing). The Council’s policy on the calculation of MRP is within the Treasury Management Strategy approved by Council in March each year.  In addition the Council has chosen to establish a policy for the allocation to a capital project of the finance costs up to the point the asset is operational. Linked to the Castle Circus Regeneration Project this policy may be used from 2009/10. As a policy it will only be applied to major projects where unsupported borrowing has been used. 

· Current Policy –

In general, revenue funding limitations and the consequent impact upon the level of Council Tax of unsupported borrowing is prohibitive. 

With this in mind the Council’s policy is to take a cautious approach to new borrowing, paying particular regard to the robustness of forward predictions of affordability, with the aim that the project should be self-funding ( i.e. cost neutral on Council Tax) 

In addition to a cautious approach to new borrowing on a project by project basis, the total amount of prudential borrowing outstanding at any point in time should also be affordable. It is suggested that, as an operational target, the total amount of unsupported borrowing at a point in time does not exceed 50% of the Council’s capital financing requirement.
A policy has been established to enable, if required, to charge any finance costs of a major project, to the project itself up to the point where the asset becomes operational.
Since 2004 over £60 million of Prudential Borrowing has been authorised to fund schemes ranging from the purchase of wheeled bins (previously leased) to the £6 million support for the proposed South Devon Link Road. This has significantly increased since 2009 after the approval of the Castle Circus Regeneration Project with the approval of over £30 million of borrowing. The anticipated annual cost to the Revenue Budget of all committed and proposed schemes is around £4 million which is 3% of the Gross Revenue Budget.  Efficiency savings or increased income will mainly cover these costs.

The option to earmark revenue budget to support Prudential Borrowing for schemes which cannot be self-funding, particularly in the Environmental and Cultural Service areas where no other funding exists, has previously been highlighted in the Medium Term Financial Plan. At current rates borrowing £3 million would cost the Council Taxpayer around £0.2 million p.a. spread over 25 years. The affordability of this option can be considered against other Revenue demands during the Capital and Revenue Budget review. 

· Grants –

The Council receives direct grant from the Government for investment in Schools, Transport and Housing Renewal based on statistical need and delivery of local action plans such as the Local Transport Plan (LTP). The Coalition government as part of the 2010/11 “in year” budget reductions gave Council’s more freedom to allocate resources by removing the “ring fencing” from a number of grants. This could be extended to other grants in the future.  In addition there may be more consolidation of grants into fewer, but larger grants, such as the proposals for the Local Sustainable Transport Fund. 
As with the single capital pot allocation the removal of “ring fencing” from some grants will result in greater Council discretion over the use of funding. Therefore the following policy will apply.
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 type of service, will not now be automatically be allocated to a service but will now be subject to a (central) allocation to schemes on a prioritised basis. (New policy)
A significant number of opportunities exist to bid in competition for additional capital grants to fund projects supporting Council service delivery.

· Current Policy –

Bidding for Grants requires commitment of significant resources and the Council needs to ensure that efforts are directed efficiently and the revenue consequences of projects are sustainable.

The Council’s policy on bidding for additional external funding restricts schemes to those which support corporate priorities or statutory service objectives and where it can be proved that the project is sustainable, and requirements for match-funding and future revenue consequences have been considered and approved.

This policy is particularly important for schemes where short-life assets such as IT hardware are acquired from Grant funding and renewal within a short time period will be required. Assets acquired with grant aid in the past are reaching the end of their useful life and the Council is faced with finding new resources to replace them in order to continue the service provision.

Over half of current Capital Plan Budget is currently funded from External grants. In recent years major funding has been obtained from the European Regional Development Fund; South West Regional Development Agency; Single Regeneration Budget; Flood Defence & Coastal Protection Grants from the Dept. for Environment, Food & Rural Affairs; Department for Transport; Big Lottery Fund; Heritage Lottery and Schools Standards Fund. With the significant reductions in capital expenditure expected over the next four years these sources could contract. In addition a number of these bodies are being reorganised or abolished such as the Regional Development Agency. There are expected to be replacement bodies such as Local Economic Partnerships (LEP’s) but at this stage it is unclear what level of funding these bodies will have.
· External Contributions –

Private sector contributions are secured through Local Authority Planning agreements and partnerships with third parties in support of both capital and revenue projects.

· Current Policy –

S106 monies will be allocated to services in line with the planning agreement. Any S106 monies received without a service allocation will be allocated in line with Council capital scheme priorities.  Any monies received from Infrastructure Levy (if introduced) will not be allocated to a specific service but will be allocated in line with Council capital scheme priorities.
The pursuit of opportunities to secure Government and Partnership funding which may be available is authorised only where consistent with the Council’s corporate priorities or statutory service objectives, the project is sustainable, and requirements for match-funding and future revenue consequences have been considered and approved.
Capital contributions have been received through Section 106 Planning Gain agreements. Additional monies are often payable to the Council in future years, if and when developers reach certain trigger points identified in the individual development agreements. Due to the uncertainty of the timing and receipt of future payments no assumptions are made in the Capital Plan to recognise any future contributions.  As and when contributions are received the available resources will be added to the Capital Plan to support appropriate schemes.

It is expected that the Coalition government will introduce an “Infrastructure Levy” for new developments. This will result in payments to the Council for investment linked to increased demand of services from the new development. This funding, unlike s106’s will not be linked to specific type of expenditure, such as affordable housing, which will provide Council’s will more discretion on the allocation of this funding. 
· Capital Receipts –

· Use of Capital Receipts – 
Land disposals – receipts from disposal of surplus assets, after the asset has been offered to local community groups in line with the Community Asset Transfer policy, are generally pooled and used to fund projects from the Reserve List in line with the Capital Prioritisation procedure.

The Council will consider exceptions to this policy on a case-by-case basis where, for example, rationalisation of assets is undertaken in order to improve service delivery, and for school sites where disposal has been approved by the Secretary of State who normally requires receipts to be re-invested in the school estate.

Earmarking sites wholly for affordable housing is considered on a site-by-site basis bearing in mind the Local Development Framework and other demands on the Reserve List.
· Current Policy -

In order to ensure disposal receipts are directed to Council Priorities the Council’s policy is generally to pool all receipts from the sale of surplus assts for recycling into the Capital Budget development. The Council will consider exceptions to this policy where rationalisation of assets used for service delivery is undertaken and in respect of school sites where the Secretary of State has approved the disposal.

In order to reduce the risk that, due to the current economic uncertainty, property values could reduce in the short term. The Council’s Asset Management Team will keep disposal values under review and if appropriate may recommended that disposals are delayed – “land banking” until values rise again. This may result in the requirement for the use, at a cost, of internal resources or temporary prudential borrowing in the interim period until the disposals are realised. 

that in the light of the current economic conditions any additional assets identified for disposal are allocated to fund the current capital plan rather than be allocated to new schemes (see note )
note: to include any receipts from Churston Golf Club lease and Preston Down Road.
The disposal of surplus and under-used assets to generate capital resources is critical to the development of the Capital Plan Budget.  There are a number of challenges to this process.–
· Minimal development land holdings and assets obviously surplus to requirements.

· Limited straightforward opportunities to generate new receipts given the Government and Council commitment to the use of brownfield sites and the protection of extremely limited rural lands within Torbay.

· Land held by the Council is generally encumbered by covenants and third party interests which reduce value and complicate the disposal process.

· Significant receipts are only likely to be generated as a result of rationalisation of assets currently used for service provision.

· Community Asset Transfer – this is a new government initiative encouraging local authorities to transfer assets to the local community rather than selling them on the open market. 

· The current economic downturn and particularly the “Credit Crunch” may affect the realisable values of disposable assets as well as restricting the market activity.
· Demand to use land for affordable housing – normally a transfer at “nil value”. Any, subsidised disposal for housing has to be balanced against competing demands for investment in the other Council services.

The Asset Rationalisation Project aims to raise up to £5million in capital receipts. So far the Project Team undertaking this review has identified a “long list” of 100 potential disposals. Assets are being critically reviewed in batches of 40 and short-listed for possible disposal taking into account potential for supporting the Economic Development Strategy, alternative use, planning considerations, community asset transfer, affordable housing and legal issues before eventual recommendation for marketing. 

Right-to-Buy Clawback - The Council receives a share of receipts from sales to tenants of Sanctuary Housing for the housing stock transferred to a housing association in 2001. This arrangement reflects the price the Housing Trust originally paid for the stock which excluded the potential value of receipts from Right-to-Buy sales to their tenants.  

· Current Policy -

The Council’s policy of recycling 100% of these receipts into new affordable housing acknowledges the Council’s role as strategic housing enabler by providing some direct re-investment to replace the properties lost from the public sector through the Right-to-Buy system

Other Receipts and disposal costs
The Council has transferred any de minimis receipts (under £10,000) to revenue to fund the Council’s disposal officer post. Any surplus from that has been transferred into a disposal costs reserve to help meet the revenue costs of disposing of assets since these costs cannot be charged to capital or “top sliced” from capital receipts. In addition purchasers are encouraged to separately contribute to the Council’s costs of disposal.

The Council has approved, following changes in capital accounting legislation, the allocation of the costs of disposal of an asset, up to 4% of the capital receipt value, to be funded from the receipt itself. The costs must directly relate to the disposal of that asset. 

· Revenue & Reserves –
Direct funding of Capital schemes from the Revenue Budget is generally limited. 

Current Policy

Because of competing budget pressures, the Council’s policy is generally not to use Revenue money to directly fund capital projects.

Services can set aside revenue funding into earmarked reserves for the replacement of assets at the end of their useful life. The replacement of short-life assets such as IT is an issue and an IT Replacement Reserve with a budgeted annual contribution is used to support this issue. 

· General Contingency (for Match Funding, Income shortfall & Unexpected Costs) – 
A contingency of at least £1.0 million or 1% (whichever is greater) of the total 4 year plan should be kept to plan for these issues.

· Alternative Service Delivery Options 
To reduce the Council’s need to utilise resources to repair or enhance assets, alternative delivery options can be reviewed. Examples include the alternative use of the Oldway site and the outsourcing of the Crematorium function including the transfer of the liability of cremator replacement to the supplier and Tor2 where purchase of assets is now by the supplier.
This alternative service delivery could result in the Council transferring land to an alternative provider (either freehold of leasehold). This could occur in relation to the Economic Development Company and Local Asset Backed Vehicles etc

· Current Policy -

Land Transfer – the Council will consider, on a case by case basis, the potential transfer of land to an alternative provider after an assessment of the long term (full life) risks and rewards including the achievement of best value, linked to Council aims and objectives of the proposed transfer.

· New Funding Options 
If there are significant reductions to centrally funded public sector expenditure over the next few years there will inevitably be a greater use of private sector investment to deliver schemes particularly in relation to infrastructure. A number of alternative, more private sector based, sources for funding public sector expenditure have been speculated on as possible new funding options. These include:

· Green Investment Bank

· “User pays” schemes for transport and waste schemes

· Use of pension fund investments for equity

· Social enterprises, such as free schools, to attract investment
· Continued use of PFI – but amended scheme.

· Tax Increment Financing

Alternative options, particularly in partnership with others for private sector investment for achieving project outcomes need to be determined by services in consultation with the corporate Asset Management forums and through development of the Mayoral Vision.

· Total Place
Public sector bodies are being encouraged to work together to improve services and reduce costs. This is supported by the Total Place concept where total public sector spend in an area is considered on a global rather than an individual body basis. This is likely to build on the work of the Council with Torbay Strategic Partnership and Torbay Care Trust to encourage joint working with other bodies for sharing capital investment. 
3.2
Impact on Revenue Budget

The impact of various capital funding on the Council’s revenue budget both form the financing of the capital spend an ongoing running costs have been identified above. The Council’s prudential indicators approved by and reported to Council show the impact of capital expenditure decision on the Council’s revenue budget.

The four types of expenditure where Capital investment impacts on the revenue budget are:

· Interest costs of borrowing to fund capital projects

· Allocation of revenue monies to allow the repayment of the “principal” element of any borrowing to fund capital projects. (known as Minimum Revenue Provision).

· Running  costs of the operation of the new asset
· Any revenue or reserve contributions to schemes

These costs may be offset by:
· Reduced repairs and maintenance costs and liability.
· Revenue savings from invest to save schemes funded from unsupported borrowing
4. Assessing and Monitoring Schemes 


4.1 Corporate approach to Prioritisation of Projects
Comprehensive Spending Review

As a result of the expected significant reductions to capital funding over the next four years, the removal of ring fencing of some grants, introduction of the Infrastructure Levy and the changes to the Council’s approach to allocation of the single capital pot there will now be a greater need for central prioritisation of the Council’s capital schemes.

In addition the significant expected reductions in the Council’s revenue budget will limit the Council’s ability to fund any unsupported borrowing.
As there is expected to be more unring fenced funding in future government funding allocations there will be more freedom for Councils to allocate funding to local priorities. This will require an enhanced role for CAMT to review all capital funding and proposed capital schemes including schemes where funding was previously ring fenced. CAMT will identify proposals for schemes and funding that will then be considered by the Council’s senior management (COG) before final approval by Members.

Service Prioritisation of Projects

The Community Plan themes are the overarching priorities of the Council running in parallel with its statutory responsibilities. They are reflected in the Council’s Asset Management Plan and at Service level in Business Plans and the statutory and discretionary strategic documents, from which the main influences on capital investment flow. Service Strategies have been developed and are updated at least bi annually with consultation or in partnership with other agencies and reflect the demands stemming from statutory and local pressures and priorities. The Council’s Waste Management Strategy and Car Parking Strategy are examples of strategies which clearly identified the need for capital investment in the future. 

Consideration of vulnerable groups, equality of opportunity, crime & disorder and sustainability of the environment and economy are essential. They are reflected in strategic documents and are also compulsory considerations for any investment proposal presented for Council approval.

Officers developing service strategies are members of, or liase with, the Corporate Asset Management Team and participate in the process of recommending the allocation of resources for the Council’s Capital Plan Budget. This ensures that their Service Strategies and Business Plans are consistent with the corporate approach and funding resources available. The method of prioritising capital investment within services is detailed in strategic service plans.

Consultation with client groups is undertaken on a scheme by scheme basis by Services before projects are brought forward as a service priority. Examples of this are the rationalisation of Primary Education undertaken in Torquay & Paignton, the Paignton Library and Community Hub and the My Place project.
Annual Process

The Council has to rationalise and prioritise demand in order to meet affordability limits. A Prioritisation Process using an Internal Bidding Form and scoring matrix, has been developed to objectively rank projects competing for Council resources – both time and money. It is used to evaluate new schemes for inclusion on the Capital Projects Reserve List and eventual approval onto the 4-year Capital Plan Budget itself if and when funding is identified.

The overall potential demand for capital investment in Council assets and provision of support to the private sector is identified on the Capital Projects Reserve List. This List is usually reviewed at least annually prior to the Capital Budget review. However for 2010 due to the uncertainly of future capital resources in the Comprehensive Spending Review this has been delayed until January 2011 by when the majority of funding allocations for the next four years should have been announced. For information the 2009 reserve list has been attached at Appendix two. Although the list has not been updated the schemes identified on the list are unlikely to change significantly.

Services funded from direct government support (e.g. schools and transport) where the funding has previously been earmarked have been separate from this prioritisation process. However as the Capital Strategy now requests that, where possible, all funding is allocated in line with Council capital investment priorities, future prioritisation will include a wider range of schemes. 

The Annual Review Process

In order to establish an “affordable” capital programme to address national and local service aspirations the Council considers and annually reviews a 4-year Capital Plan Budget consisting of detailed schemes and programmes where funding has been identified within acceptable risk limits. These schemes and programmes will be the Council’s top priorities for investment.

Planning over a 4 year period allows time for projects to be fully developed and implemented in the knowledge that funding has been earmarked. During the Budget development process –

· The funding risks are carefully considered in line with the Council’s Risk Management Strategy and the Prudential Framework for Capital developed by the Chartered Institute of Public Finance & Accountancy (CIPFA).

· The revenue consequences are reflected in the Council’s Medium Term Financial Plan (MTFP) through the Revenue Budget development process.

The 4-year Capital Plan Budget is rolled forward annually using the following timetable -
	September
	· CAMT
	Scoring of New Capital Projects & review of Reserve List



	October / November
	· Commissioning Officers’ Group, CAMT

· Capital Programme Management Board

· Overview & Scrutiny 

· Cabinet

· Council
	Review of Corporate Capital Strategy document incorporating Reserve List 

	December
	· Cabinet
	Initial Review of Resources vs. Demands and consideration of priorities for funding in the light of any likely increase in resources

	January
	· Commissioning Officers’ Group, Capital Programme Management Board & CAMT

· Overview & Scrutiny
	Update of resource position; consultation on detailed Resource and Spending Options

	February 
	· Cabinet
	Final recommendations to Council on proposed amendments to the Capital Plan Budget including new starts proposed from Reserve List; draft Borrowing Limits & Prudential Indicators

	
	· Council
	Final approval of Capital Budget revision and Prudential Indicators


4.2 Value for Money

In order to ensure that outcomes will be procured using the most efficient option, all projects submitted for approval are required to demonstrate an Options Appraisal and Value for Money consideration. 

Submissions for approval are required to demonstrate the major project Risks in accordance with the Council’s standard Risk Matrix format and address in particular the risk associated with the “do nothing” option. Where a project involves external funders or other public or private sector partners, the allocation of risks e.g. in respect of design fault, cost over-run etc. must be clearly established at this stage.

The revenue consequences of investment must be predicted for at least 5 years before any project is considered. Services must demonstrate they can contain future costs within predicted service revenue budgets in the MTFP or that a Budget Bid has been submitted through the annual Revenue Budget review process running in parallel with the Capital Plan Budget review. This process crucially also applies to projects where specific or external funding is obtained to ensure long-term sustainability of the asset. The introduction of the new Prudential Framework and consideration of “Spend to Save” schemes places even greater emphasis upon the careful consideration of “whole-life costing”.
Council approval of the Capital Plan Budget earmarks the funding to enable new schemes to advance beyond the initial planning stage. Services then have the go-ahead to progress detailed design and implementation of their projects, either directly or through service delivery partners. This approval is subject to the proviso that, because of the uncertainty of future resource predictions, Council Standing Orders restrict expenditure on schemes planned to start in years 2 - 4 of the Plan to design and feasibility costs only.

4.3 Managing the Capital Plan Budget - Monitoring and Performance 

Key Monitoring & Reporting
The Capital Prioritisation Process ensures that capital investment supports the Council’s top priorities at initial planning stage when time and cost targets are set. During implementation, results of monitoring against these targets are considered by services and reported regularly to appropriate Member forums. For example, the LTP Annual Progress Report provides an “end of term” annual report upon the delivery of the Capital programme for Highways & Transportation. The principles of PRINCE2 Project Management methodology have been introduced through external training sessions and are mandatory for all major projects.

The Council has developed the Executive Asset Management Group (EAMG) to form the Capital Programme Management Board (CPMB) which receives regular updates on the progress of projects to facilitate monitoring in terms of time and budget. CPMG has two clear aims - 1) an executive asset management function and 2) provide challenge to the delivery of the Capital programme.

The other key financial, performance monitoring and reporting mechanisms for individual capital projects are –

At Corporate Level – 

· Quarterly Reports are presented to Overview & Scrutiny Board summarising the overall performance of projects in the Capital Plan Budget against time and budget, together with a funding statement and monitoring of key Prudential Indicators and capital receipts.

· An annual Outturn Report is submitted to Overview & Scrutiny Board and Council incorporating a funding statement, Prudential Indicators, notification of carry forward of slippage, performance of completed projects against time and cost predictions using the Gateway Review Process and financial performance against local PIs.

· The annual Prudential Indicators including the Capital Plan Budget outturn and performance against the Affordable Borrowing Limits are reported to Council

· The overall Programme is monitored by the Chief Finance Officer, in association with CAMT & Capital Programme Management Board, to review progress and ensure sufficient funding is available to finance ongoing commitments. Slippage is monitored and alternative projects within the Plan considered for rescheduling if practical

· Regular reports on disposal of surplus assets are presented to CAMT and CPMB, and Overview & Scrutiny Board when requested

· Key Prudential Indicators are monitored on an appropriate basis, (two indicators on a weekly basis), by the Chief Finance Officer and the responsible Cabinet Member through the Treasury Management Strategy
· .An automated Performance Management Monitoring System (SPAR) has been implemented, with supportive training, across all services. The use of SPAR is encouraged for monitoring all major projects.  Performance Improvement Meetings covering each Council Theme review performance management information on a quarterly basis and provide a forum for any areas of concern to be discussed.

· In 2009 the management of the Capital programme was strengthened with a named officer within the TDA nominated to monitor and report on the performance of the capital programme. In addition, where appropriate, a number of enhancements and/or simplification of the capital process were implemented. 

· The Council has in 2009 produced two “capital achievements” reports that were made public and included in the Torbay View magazine. 

· The Council has a Risk Matrix to monitor Capital projects which is a standard for major capital schemes.

At Service Level –

· Service programmes are monitored by their Directorate. Quarterly exception reports are presented to themed Performance Improvement Meetings identifying scheme progress against time and cost together with an overview of the service programme

· Outcomes of individual projects are reported through Business Plans 

· Project Teams monitor and report to Steering Groups, Working Parties, stakeholders and Service Management Teams on the progress of individual projects and lessons to be learned for future schemes. Cross-service project teams are currently monitoring major projects such as the Brixham Regeneration Project, to ensure successful delivery of the scheme outcomes.
· The Council has adopted a number of national and local Performance Indicators for property. Systems are in place to measure property condition, management and running costs and the internal rate of return on the investment estate. These are reported in the Council’s Asset Management Plan.
· The performance of Capital projects is measured against predicted outcomes, and time and cost targets using the Gateway Review Process.

5. Additional Resources







As outlined in Section Three the reduced capital allocations expected in the 2011/12 to 2014/15 Comprehensive Spending Review will encourage greater use of private sector investment in public sector assets in particular infrastructure assets.

The Council’s only Private Finance Initiative contract for the redevelopment of two schools became fully operational in August 2002. A joint Local Authority PFI project is planned to develop an Energy from Waste facility with Plymouth City Council as Lead Authority and Devon County Council. However, experience shows that the time and cost of progressing PFI schemes can be prohibitive for an individual authority and with the introduction of the Prudential Framework and the new freedom for Council’s to borrow, PFI is unlikely to be considered value for money in Torbay in the immediate future for other projects.

The Council is considering a number of alternative private partnerships, including Local Asset Backed Vehicles (LABV’s), joint venture arrangements and leasing, to secure service outcomes where Council resources are insufficient. The establishment of a Joint Venture Company has now been actioned for the delivery of the Council’s direct services Operations section and the Council’s waste strategy. The outsourcing of services such as the Cemeteries and Crematorium may lead to significant changes in service delivery and hence the requirement for capital investment in the future. 

The proposed Economic Development Company for regeneration will deliver and manage capital projects on behalf of the Council. To achieve this and develop regeneration, some Council assets could transfer to the new company.

Alternative service delivery often does not transfer the costs of the asset replacement from the Council. The suppliers will include asset replacement in the contract price. Therefore capital costs become included as part of the revenue contract costs.  However the Council needs to be fully aware and assess all contracts involving assets under the new IFRS accounting rules. If “deep” within a contract the Council is assessed to have control over the assets used in a contract supplied then they are to be accounted for as Council assets. This will result in revenue costs becoming capital costs and will need to be funded as such. 
6. Links with External Bodies







The Council has a good record of partnering and works closely with neighbouring Authorities, Health, Police, and a large number of external agencies to enable capital investment in support of its corporate objectives and service aims. In practice this is the only way that some service outcomes can be achieved where direct Council funding is not available or affordable. Working with partners adds the benefit of external expertise and finance to achieve cross-cutting service gains across the public and private sector.

The Council involves the business community mainly through the Local Strategic Partnership, and established the Economic Development Company to work with the GOSW and SWRDA to address regeneration of the local economy with private sector partners. Following the Coalition government’s announcements of the future of some of these bodies such as the abolition of RDA’s and Primary Care Trusts and potential formation of new bodies such as Local Economic Partnerships and GP Commissioning, the Council will aim to establish positive links with these new bodies as soon as possible. 
Following Government approval to form the Torbay Care Trust (Torbay Council in partnership with the Primary Care Trust), a property representative from the Trust continues to be a member of the Council’s Corporate Asset Management Team.

The Council also encourages links with the community and voluntary sectors. The bid for a playground facility for Paignton Green was submitted by the local ward partnership. All asset disposals are subject to the Community Asset Transfer policy.
7.
Use of Local Labour

The Council has an aspiration that 25% of its contracts for capital work are undertaken by the “local labour” market. This support for local firms and businesses helps to retain monies within  Torbay’s economy with the related social benefits from increased economic health.
8.    Asset Management 


The Capital Strategy has significant links with its “sister” document the Asset Management Plan that is considered by officer and members alongside the Capital Strategy. Full details of the Council’s approach to Asset Management are contained within that document. 
Procurement

Linked to the Byatt report recommendations and the National Procurement Strategy, the Council has teams to deliver Corporate Property (TDA), Project Management (TDA) and Procurement (Operational Support). Prime objectives have established core contracts for cross directorate common goods and services, reviewed processes and progressed E-targets set by the Government. These objectives are supported by the Council’s Financial Information & Management System which incorporates a centralised ordering module. 
A combination of traditional and innovative contract procurement methods are being used, governed by Council Standing Orders, Financial Regulations and European procurement regulations. Methods suggested by the Egan report, such as Design and Build (D&B) and Partnering, are being pursued and implemented where this can be shown to benefit delivery timescales and/or value-for-money. D&B is being consistently used on projects undertaken through the TDA  including the redevelopment of the Brixham Town Centre site and the third Phase of the Public Realm works on Torquay Waterfront.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                               

A two-stage system of tendering is also being used whereby the main contractor is selected early in the process on the basis of 'profit, overheads and preliminaries', joins the project team at this stage and is able to assist with the development of the project as a full partner. This process has been used on a number of projects. An innovative partnership agreement with the construction industry to deliver better public buildings at lower cost was signed by the Council. Under the Framework Agreement, suppliers of professional services have been selected through competitive tendering to provide specific services to the Council and schools and other public sector organisations. Services covered by the agreement include 

	· Project management
	· Civil/structural engineering

	· Design
	· Building services ( mechanical & electrical)

	· Quantity Surveying
	· Planning supervisory duties


The suppliers manage the bulk of the Council’s building projects. The enhanced benefits of the agreement include –

· Immediate access to professional partners who have been pre-selected on quality and cost criteria

· Reduced processing costs and fee rates by tendering for three years in one tranche, eliminating the need to go through several stages of selection for every project

· Partnership working to provide continuous improvement and shared best practice

· A consistent approach to project delivery based on Prince2 methodology

The Devon Procurement Group is now established with terms of reference defined (including sustainability and green issues) and a number of joint procurement initiatives are presently underway in collaboration with neighbouring local authorities. To ensure that any tender received is reasonable, a fair assessment is made of the contract price based on the relevant officer’s knowledge of the likely value of the contract. This should limit and help prevent the risk of “cover bids” or similar.
Appendix 1 - 
Capital Investment Planning Structure Chart




Appendix 2 – Torbay Council Capital Projects Reserve List – October 2009
Projects Scored using the Capital Projects Prioritisation Process  - Bandings indicate the relative urgency of schemes measured against statutory and local priorities, taking into account Affordability and Prudence, for inclusion in the approved Capital Plan when resources are identified.
	Torbay Council Capital Projects Reserve List   -  October 2009                         Appendix 2

	
	
	
	
	

	 
	Project (in Alphabetical order within Bands & category)
	Order of Cost £000
	Net Bid £000
	Notes ( VFM, Alternative Funding )

	Band " 1 " - Capital Planning Years 1- 5                 .
	Major Repair/Renewal
	 
	 
	 

	
	Brixham Harbour - Repair Victoria Breakwater
	          150 
	       150 
	Breakwater needs remedial work to underwater voids to prevent further deterioration of structure.

	
	Disabled Facilities Grant - Funding support
	          300 
	       300 
	Additional funding to prevent further delays in statutory duty of approving applications for adapting properties

	
	Energy Efficiency Grants - Financial Assistance
	          300 
	       300 
	Discretionary financial assistance for landlords (in return for nomination rights for those in housing need) and home owners for essential measures for those unable to afford safety works to their homes.

	
	Fleet Street Refurbishment
	       3,000 
	    2,800 
	Reconstruction of Fleet Street, Torquay.  Includes reconstruction of highway surface and running lane, re-profile surface to reduce flooding risks and replace street furniture.

	
	Goodrington Beach Sewer replacement
	            60 
	         60 
	Replace sewer that serves the toilets at Goodrington South Sands.  Sewer is near end of useful life, no longer fit for purpose and is approaching an unsafe condition.

	
	Princess Pier – Structural Repairs to stone structure
	       3,500 
	    3,500 
	Proposed 5-year programme of repair to voids, rock armouring and infill of steps. 

	
	Princess Promenade - Eastern Section & Banjo - Structural Repair
	     10,500 
	    10,500 
	Options for future use of Princess Gardens and surrounding area under consideration. Repairs to Western Section undertaken in 2007.

	
	Torbay seafront and adjacent areas  - Health & Safety works & replacement of equipment
	          200 
	       200 
	4-year prog of provision, replacement & improvement of railings, benches, bins etc.

	
	Torre Abbey Project – Phase II - 2nd stage of Renovation works ( including essential roof repairs)
	       5,000 
	    1,400 
	Phase 2 of the Abbey Restoration project dependant upon external funding support. Now more urgent as condition of roof not repaired under Phase 1 more serious than previously thought. Significant match-funding required. Assumes HLF Grant @ 75% (max £5m) which may not be achievable. HLF funding unlikely until at least  2011

	
	Torre Abbey Sands Steps - Phase 4 
	          222 
	       222 
	Required to finish concrete repair works.  Phases 1 and 2 already completed with Phase 3 planned to complete by Nov 2009

	Band " 1 " - Capital Planning Years 1- 5                 .
	Enhancement or Full Replacement of Existing Assets
	 
	 
	 

	
	CCTV Replace equipment
	       1,000 
	    1,000 
	Replacement of CCTV equipment.

	
	Children’s Play Areas – Upgrading & Rationalisation 
	       1,300 
	    1,300 
	

	
	Coastal Assets
	          171 
	       171 
	Works to preserve coastal defences at certain locations.

	
	Disability Discrimination Act adaptations to Council assets  - provision for physical adaptation of Council assets
	          500 
	       500 
	Further capital provision for works in support of Disability Equality Policy Statement. Priority locations for BVPI over next 4 years

	
	Lighting on Princess Gardens and Promenade - replacement & improvements
	          100 
	       100 
	Replacement & increased lighting to ameliorate maintenance difficulties during the closure of Princess Promenade.

	
	Oddicombe Beach Chalets - rebuild
	          100 
	       100 
	Demolish roof chalets located above café and rebuild.  Condition of chalets has deteriorated beyond economic repair.

	
	Paignton Beach Office replacement
	            35 
	         35 
	Demolish and rebuild Beach Managers Office and First Aid Station.  Existing structure no longer fit for purpose.

	
	Seafront Railings
	            75 
	         75 
	Project to replace corroded and missing railings on seafronts and promenade areas

	
	Torbay Illuminations - Phase 2
	          500 
	       500 
	Continuation of current Phase 1 of project to renew current illuminations and other lighting across Torbay.

	                 .
	New Assets
	 
	 
	 

	
	Affordable Housing - Support delivery
	1,500
	1,500
	Capital investment to part fund affordable housing developments and maximise investment from the Homes and Communities Agency.

	
	Project PISCES
	tbc
	tbc
	Plainmoor Integrated Sports Community Education and Swimming Centre.  Plans to replace pool and provide fitness facilities for use by Westlands School and local community.

	
	Torquay/Brixham Harbour - Passenger Ferry Pontoons - HARBOURS FUNDED
	600
	600
	Pontoon facilities for Passenger ferries operating in Torquay and Brixham Harbours

	
	Total Band "1" - Capital Planning Years 1-5
	
	
	 

	Band " 2 " - Capital Planning Years 6 -10
	Major Repair/Renewal
	 
	 
	 

	
	Princess Pier - Structural Repairs to supporting framework of wooden banjo & boardwalk (inc. DDA access to outer arm) Dependent on associated works.
	       1,700 
	    1,700 
	Repair to steel structure including banjo, boardwalk & DDA access. Optimum solution to retain existing facilities. Alternative options available.

	
	Riviera International Conference Centre - R&M Programme
	       1,700 
	    1,700 
	Years 3-10 of Programme of substantial Repairs in excess of Revenue Budgets. £500k has already been spent for years 1 and 2 of programme, using NNDR refund.

	
	Street Lighting - Replacement of Columns & Improvement of Lighting Standards
	       3,500 
	    3,500 
	5-year programme of replacement. Potential to part fund costs of Prudential Borrowing from efficiency savings - subject to development of business case.

	
	Enhancement or Full Replacement of Existing Assets
	 
	 
	 

	
	Churston Library - Refurbishment and modernisation
	          100 
	       100 
	 

	
	Playing Pitch and Ancillary Accommodation Improvements   Including equipment, pitch drainage and upgrading changing accommodation
	          800 
	       800 
	5 year prog for levelling & draining pitches, upgrading & new build changing accommodation. Potential funding from rationalisation of assets and Football Foundation.

	
	New Assets
	 
	 
	 

	
	Branch library in Torquay
	       1,200 
	    1,200 
	Required outcome of Library Service Position Statement endorsed by Executive 2004 - Provision for 1 new library in North Torquay.  Revenue implications significant.

	
	Total Band "2" - Capital Planning Years 6-10
	
	
	 


	Band " 3 " Capital Planning Years 11 - 15
	Major Repair/Renewal
	 
	 
	 

	
	Parks & Open spaces - Footway & Bridge Repairs 
	          400 
	       300 
	Programme of reconstruction of sections of badly damaged footpaths in the Key Parks and Open Space areas. Insufficient Revenue Budget available to fund.

	
	Shoalstone Pool – Repair & Improvements to maintain future operation
	          200 
	       200 
	Optimum proposal based upon recommendations of external consultants report. Alternative solutions still under investigation

	
	Torquay Library - replacement heating system CHECK LINKS TO CASTLE CIRCUS REGEN
	          100 
	       100 
	Substantial Repair Item in excess of Revenue Budgets.

	
	Enhancement or Full Replacement of Existing Assets
	 
	 
	 

	
	Brixham Library - installation of Air-conditioning
	            20 
	         20 
	Required to improve customer comfort. Insufficient Revenue Budget available to fund.

	
	Torquay Harbour - Replacement Harbour Crane   Installation of static davit to replace crane removed for Waterfront development
	            45 
	         45 
	Funding dependent on Harbour Reserve

	
	Torquay Library - installation of Air-conditioning - CHECK LINKS TO CASTLE CIRCUS REGEN
	          100 
	       100 
	Required to improve customer comfort. Insufficient Revenue Budget available to fund.

	
	Total Band "3" - Capital Planning Years 11-15
	          865 
	       765 
	 

	 
	TOTAL of Bands 1 to 3
	
	
	 

	 
	Projects NOT yet scored using the Capital Projects Prioritisation Process These projects are noted for possible future demand for capital resources – they are either not sufficiently developed to enable a scheme to be submitted through the Prioritisation Process.

	Uncosted 
	Brixham Regeneration  Third Phase - Construction of the Northern Arm.
	 ~ 20,000 
	 
	Sources of funding dependent upon Development brief for Freshwater and private sector investment

	
	Heritage Economic Regeneration Schemes (HERS) at Brixham
	 Not fully developed 
	 Mainly External 
	Dependant upon external grant aid

	
	Public Realm Phase III Part 2 ( Victoria Parade)
	 Not fully developed 
	 Mainly External 
	To follow Phase III Part1 (Beacon Quay). TDA progressing with external partners within wider Torquay Waterfront proposals


Glossary of Terms & Abbreviations

Benchmarking
A term given to the process of comparing performance with similar service providers.

Best Value
A statutory duty that requires Local Authorities to take all reasonable steps to ensure that the quality and cost of services reflect what local people want and that the efficiency and quality of services continually improves over time

Capitalised Costs
Costs which would normally represent revenue expenditure but which on specific determination can be ‘capitalised’ and therefore funded from capital resources.

Capital Programme
A schedule of capital schemes and projects to be carried out by a Local Authority over time identifying costs and sources of finance.

Capital Receipts
Proceeds from the disposal of assets which can only be used to fund new assets.

Capital Strategy
A policy document which covers all aspects of capital investment within the Authority and informs decisions on spending priorities within the Council’s Capital Programme.

CIPFA
Chartered Institute of Public Finance & Accountancy

CSR
Comprehensive Spending Review – Central Governments’ four year financial plan which allocates funding to departments
DCLG
Government Department for Communities & Local Government

DEFRA
Government Department for Environment, Food and Rural Affairs

DFE
Government Department for Education
Economic Development Company
A company, usually, 100% owned by a Council to deliver regeneration projects and initiatives in an area
E- Government
Electronic Service Delivery – a method of providing services that takes advantage of improved speed and efficiency of new methods of delivery in line with heightened customer expectations.

GOSW
The Government Office for the South West

IFRS
International Financial Reporting Standards. The accounting rules the Council has to comply with and report under for 2010/11 onwards.
Local Asset Backed Vehicle
A company set up to deliver construction projects. Usually a company owned 50% by Council and 50% by private developer. The Council will transfer assets to the project while the developer will provide capital.

Local Area Agreements
An agreement between the Local Community and the Government to deliver defined outcomes to improve local services over a planned period in return for central funding
Local Government Reorganisation
A process undertaken whereby Local Authorities are reorganised to reallocate the provision of services between existing and new Authorities

Match funding
Funding which the Council must find from its own resources in order to obtain external funding towards a capital project.
Medium Term Financial Plan(MTFP)
The Council’s four year prediction of future Revenue spending
OfSTED
Office for Standards in Education – Office of HM Chief Inspector of Schools in England

Private Finance Initiative
A Government initiative aimed at increasing the level of funding available for public services by attracting finance from private sector partners

Prudential Accounting
A new system for controlling Local Authority Capital Expenditure related to prudential indicators which are used to manage and monitor the impact of capital expenditure on the revenue account

Prudential (Unsupported) Borrowing
Borrowing not supported by the Government through the Revenue Support Grant system and which the Council has to fund from its own revenue resources.

Registered Social Landlords (RSL)
Organisations registered by the Housing Corporation as being providers of social housing.

Single Capital Pot
A cross-service method of allocation of capital support for borrowing by Local Authorities introduced by Central Government in 2002/2003.

Slippage
Expenditure that is expected to be defrayed in a particular period but which, for various reasons, is not spent in that time.

SWRDA
The South West Regional Development Agency

Supported Borrowing
The amount of borrowing for capital investment which the Government will support by way of Revenue Support Grant based upon the amounts announced through the Single Capital Pot

Unitary Authority
A single-tier Authority providing all the local authority services within its area
Individual Capital Projects & Programmes





Capital Projects Reserve List


















































To support, by way of capital investment, the implementation of the Council’s policies for the provision of its services





























4-year Capital Plan Budget








Corporate Plan 





Medium Term Financial Plan


 (Revenue Budget)





Legislation / Statutory Duties





All-service support





Torbay Development Agency





Highways


Direct Services & Waste


Culture





Disposal Strategy





Service Strategies





Business Plans





Corporate Capital Strategy





Corporate Asset Management Plan





Other – 


Community Asset Transfer


Alternative Delivery etc





Adults Housing








Children’s





Annual Repair Programme





Service AMPs





Community Plan





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)





To support, by way of capital investment, the implementation of the Council’s policies for the provision of its services
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