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Property performance 2004

ACTION RECOMMENDED

Executive Committee is asked 

a) To review and comment on the progress made since 2001 towards better performance of the council’s assets.

b) To agree the production of a paper, for an Executive Committee meeting scheduled in autumn 2005, updating “Property Strategy 2004” and recommending performance measures and new targets for the next four years.

briEf summary of report

1. This paper accompanies the third full annual report on the performance of the council’s property assets, it summarises progress in achieving targets set in 2001 and looks forward to improvements in performance measurement consistent with “Property Strategy 2004” (Paper E04/103) approved by Executive in October 2004.

2. The full performance report appended to this paper is in four sections: an introduction highlighting some key achievements in 2004; a section containing summary level “Portfolio Plans” for each property-using service in the council; the suite of corporate property Performance Indicators for 2003-04 with benchmark comparisons against other councils’ results; and a detailed report on the County Farms Estate.

3.  “Portfolio Plans” enable a process of analysis and review of each portfolio carried out by service managers with Property staff.  This is a step towards producing robust service asset management plans, a key requirement of the new capital finance regime introduced by the Local Government Act 2003 and consistent with the new corporate property strategy approved October 2004.

4.  In the Portfolio Plans are targets and planned investment where they are known for each portfolio.  These are the plans and forecasts of the services at this stage, not approved and funded projects, and the investment will still have to go through corporate approval processes, for example single capital pot bids.

reason for recommendation

5. Although the Office of the Deputy Prime Minister (ODPM) announced last year that the submission and assessment of Corporate Asset Management Plans is no longer required by them there is no doubt that property asset management will feature strongly in resource planning both in central government (Sir Michael Lyons report “ Towards Better Management of Public Sector Assets” December 2004) and local government.

6. The latest round of Beacon award themes includes one on asset management; - “Comprehensive Performance Assessments”- are expected to include a view of asset management under the heading of resources; and the new capital finance code makes it clear that sound asset management planning is a requirement for authorities wishing to use the new freedoms for capital borrowing in the Local Government Act 2003. 

7. ODPM has commissioned the Royal Institution of Chartered Surveyors (RICS) to draft new guidance for local authorities on asset management. The guidelines are scheduled for publication later this year.

8. A number of targets, set in 2001, are nearing completion and a view will  need to be taken on continuing or amending the current suite of performance measures and targets. A future report to Executive updating “Property Strategy 2004” will make proposals for changes taking into account the new ODPM best practice guidance.

Alternative Options

9. To make changes to the performance management framework approved in the document “Property Strategy 2004” approved by Executive Committee October 2004.

10. To change or update any of the targets and commitments listed at paragraphs 14-19.

AIMS AND OBJECTIVES

11. The main aims of a performance management regime for property are to identify areas of poor performance, to measure improvement in the council’s stock of sites and buildings and to support the forward planning of service development.

12. There have been significant changes made to the council’s approach to its property management since Property Division was formed four years ago. This will continue as the move to a centralised approach to property management begins to be implemented in 2005/06.

13. The use of indicators and the supporting information has started to inform decisions about maintaining, refurbishing, selling or replacing assets and provide a measure of improvement in part of the councils stock of sites and buildings at corporate level. (The indicators mostly exclude schools as they have their own reporting system to the Department for Education and Skills)

ANTICIPATED TARGETS AND ACHIEVEMENT TIMESCALES

The commitments and targets approved in the Property Performance report 2001 are set out below with comments on out-turns (2003/04), comments on the three years to date, and comparisons to the Institute Public Finance Limited (IPF) benchmark. 

14. Action: reduce category C (poor) properties from 21% to 16% of non-school floor space while still achieving 0% in category D (Bad) properties. 

 Condition survey data at 31 March 2004 shows that the council has no “bad”  (Category D) properties and indicates that a 3% improvement in the properties classified as “poor” has been achieved since May 2003. Comparison to the IPF Benchmark indicates that the overall condition of the councils “Non-school properties” is above the benchmark with proportionally higher A and B grades and less C and D grades. The record since 2001 shows that the condition of the councils (non-school) operational property has been consistently better than those Counties contributing to the IPF Benchmark.

This national indicator excludes schools, given that some 80% of the net book value of the council’s properties are schools, the scope of the indicator will be improved if schools are included.

Spending on repair and maintenance on “non-schools” buildings has increased from £9.74 per m2 (2002/3) to £15.58 per m2 (2003/4). While some of the change is due to the incidence of Planned Works an additional £0.5m was approved for minor improvement work and less urgent maintenance in 2003/04.The IPF Benchmark indicates that spending has moved above the group average (£14.42 per m2). Since 2001/2 spending on repair and maintenance on “non-schools” buildings has increased from £8.87 per m2 to £15.58 per m2.

Within the council’s (non-schools) properties a new target might focus expenditure on Category C buildings while ensuring that there are no Category D buildings. 

15. Action: Suffolk performance on CO² emissions to move into a lower quartile of the IPF counties benchmark group by 31 March 2004
 
A tender exercise carried out during 2003 requested all suppliers to provide “green“ electricity options.  The successful supplier was able to supply energy from renewable sources to many SCC sites reducing CO² emissions by 30% on average over the 2-year contract period.

CO2 emissions have been reduced from 0.0738 tonnes per m2 (2003) to 0.0670 tonnes per m2 (2004). However, comparison to the IPF benchmark suggests that Suffolk’s (2004) performance is average and although we are purchasing more electricity from renewable sources the above target has not been achieved. Since 2001 the figures indicate an 18% reduction in CO² emissions.

Reducing the number of assets, moving to energy-efficient buildings, improving efficiency measures and continuing education of staff using buildings will contribute further improvement.

16. Action: benchmark the annual cost of property services with Norfolk, Essex and Cambridgeshire to establish a more meaningful basis of comparison

There are still difficulties in collecting data on a consistent basis in different local authorities. It may be that the RICS national working group will offer some guidance on this indicator.  

17. Action: improve the forecast Internal Rate of Return from the County Farms estate to the top quartile of the IPF benchmark group by 31 March 2004.

For the second year expected performance continues in the top-quartile of the IPF counties benchmark.  A report on the County Farms portfolio indicating the progress of the implementing the council’s strategy is provided in Section D of the full performance report attached.

Since 2001 forecast performance as measured by the Internal Rate of Return has shown significant improvement based on a strategy of reducing the number of holdings but increasing their size.  As expected actual rates of return on an annual basis show significant variations when compared to the forecast.  Capital and revenue cash inflows this year are expected to produce a higher return than the 10- year forecast but the uncertainty created by the Mid-Term Review of the Common Agricultural Policy may impact adversely on this indicator in future years.
18. Action: achieve the 5 year programme of capital receipts set in July 2001 (Target £22.5m by the end of 2005-06)

The corporate Asset Management Plan 2001 forecast disposals of £22.5m by 31 March 2006.  This breaks down as corporate capital receipts £12.5m and re-provision schemes (including the value of benefits-in-kind) £10m.

We originally forecast aggregate receipts of £19.5m by 31 March 2005.  We are likely to achieve £20.3m by this point, a surplus of £0.8m over 4 of the 5 years.  However, based on data at 31 December 2004 the five-year outturn is forecast at £24.8m 

Property Division is therefore on target to achieve £24.8m (£2.3m above the 5-year forecast) by the end of 2005/06.

New 5-year targets are being developed for the period 2006/07 to 2010/11.

19. Action: 100 buildings open to the public (95%) to pass the Best Value Performance Indicator (BVPI) 156 by 31 March 2004.  105 buildings (100%) to pass by 30 September 2004.

The indicator seeks to measure the proportion of the councils` buildings open to the public in which all public areas are suitable for and accessible to disabled people.

At 30 September 2004, 12 buildings failed (11%), of 106 buildings, identified at this date, as subject to the criteria in BVPI 156. The likely position at 31 March 2005 is that 10 buildings (9%) will fail, of 108 buildings now falling within the scope of the indicator.

Register Offices at Halesworth, Newmarket, Stowmarket and Sudbury are leasehold interests and discussions with the Landlords are in hand. Environment & Transport are seeking alternative arrangements for access to Windmills at Thorpeness, Woodbridge and Holton. Libraries & Heritage are seeking to relocate from buildings at Woodbridge and Long Melford while at Chantry upgrading access would be included if there was a redevelopment of the site. Schemes are being developed to improve access to these buildings but will not be completed by 31 March 2005.

Since 2001, when 54% of the councils “public” buildings were accessible by disabled people, considerable progress has been made to improve the physical access to these buildings such that 91% by 31 March 2005 will meet the criteria approved by the Audit Commission.

20. The above indicators have focussed on the condition of the council’s properties excluding schools, sustainability in terms of the CO² emissions from these buildings, rates of return from investment property (County Farms), progress on achieving the five-year disposals target and access to the council’s “public buildings “ (BVPI 156).
21. Looking ahead to the next four years the development of performance measures consistent with “Property Strategy 2004” is a high priority if the objectives of the strategy are to be achieved. However, guidance from ODPM, when it is issued in its final form, may require the property aims and hence performance measures and targets for SCC property to be updated.

A future report to Executive Committee in autumn 2005 will review the property aims contained in “Property Strategy 2004” and propose appropriate performance measures and targets. The property aims of “Property Strategy 2004” are:

Enabling the delivery of services which meet people`s needs and expectations.

Supporting the councils policies and initiatives.

Promoting schemes for working in partnership.

Increasing the financial resources of the council.

RISK MANAGEMENT ISSUES

22. Asbestos: The Control of Asbestos at Work Regulations 2002 place more demanding duties on owners and occupiers of non-domestic premises to manage asbestos in buildings and took effect from 21 May 2004.

By 31 March 2006 surveys of 859 properties are expected to be complete. 696 (81%) were completed at 31 December 2004.  Where friable material is located and deemed a threat to a persons` health its removal is addressed urgently.  This year we expect to spend £840,000 (including fees) on the identification and measures to remove or contain the health risks associated with asbestos.

23. County Farms: The following variables, particularly cash inflows, could impact on the financial performance of the estate.
Cash Inflows: Reform of the Common Agricultural Policy has the potential to impact on the productive and earnings capacity of the Agricultural Holdings, and hence Rents.  The value and timing of sales (Capital Receipts) could be affected by structural changes arising from the new subsidy proposals.
Asbestos: Surveys, consistent with item 21 are underway to identify the extent of buildings where remedial work is required. 
Tree Management: The Insurance and Risk Manager has commissioned a report into the management of trees on land owned by the County Council, from a health and safety perspective.  This has been discussed with the county’s insurers from a corporate perspective, and Environment & Transport are currently drafting a Tree Policy for consideration by councillors.  It is likely that an increased programme of tree inspections and works will be required.

POLICY AND PERFORMANCE PLAN
24. Section A of the appended Property Performance Report 2004 details examples of recent projects which support the eleven priorities contained in the Policy and Performance Plan.

CONSULTATIONS

25. Corporate Asset Management Group/ Acting Director of Resource Management/ Assistant Director Procurement & Commissioning.

Sources of further information

a) Corporate Property Strategy-document (EO4/103):
http://colin.suffolkcc.gov.uk/cgi-bin/committee.cgi?p=detail&amp;id=1_6324
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