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Summary:

Following the Executive’s wish that it would prefer to proceed with the transfer on the basis of a particular scheme, this report provides a framework for making a final decision about transferring the estate.

Recommendations:
It is recommended:

1. That the Executive recommend to the Council that a decision in principle is made to proceed with the transfer of the Talkin Tarn estate from the County Council to the City Council, subject to approving the required budget as part of the budgetary process. 

Contact Officer:
David Atkinson – extn 7420

1. BACKGROUND INFORMATION & OPTIONS

Introduction

1.1 This report provides the framework for the transfer of Talkin Tarn to proceed in accordance with the Executive’s resolution of 11 October 2004.

1.2 The budgetary implications which are set out in this report can then be forwarded to and considered by this Council’s budgetary process in the usual way for new schemes – through the Medium Term Financial Strategy.

1.3 The content of information in this report is:-

(i) This Executive report.

(ii) The Business Case (Appendix 1).

(iii) The Risk Assessment (Appendix 2).

(iv) The Environmental Impact Statement (Appendix 3).

1.4 A separate report is in the private part of the Executive’s agenda, which contains:-

(i) The main heads of terms.

(ii) Construction costs / revenue estimates for scheme 3 (the Executive’s preferred scheme) for the running of the estate from 2005/06.

1.5 
Executive Resolution  - The Executive on 11 October 2004 resolved:

1.
That the Executive has considered and notes the business case for the transfer of ownership.

2.
That the Executive would prefer to see Scheme 3 progressed given that there is little difference in capital costs over the other two suggested schemes.

3.
That the report be referred for consideration by the Community Overview and Scrutiny Committee on 26 October 2004, and briefings be undertaken with Parish Councils, user groups and external bodies.

4.
That the outcome of the consultation be reported for consideration to the Executive on 8 November 2004 so that a final recommendation can be forwarded to the City Council meeting on 23 November 2004.

5. That the final recommendation of the Executive from the 8 November 2004 meeting, including plans, be presented to the public at a public meeting.

6. That the Executive will consider setting overall revenue and capital budgets in order to proceed within the Council’s Medium Term Financial Strategy as part of the forthcoming budgetary process.

7. That the Officers be requested to explore all external funding opportunities in respect of the future operation of the Talkin Tarn estate.


1.6 The Community Overview and Scrutiny Committee on 26 October considered the matter at a special meeting.  The findings of this Committee are reported separately.

1.7 A User Group meeting was held on 21 October; and Brampton Parish Council discussed the matter on 26 October; Farlam Parish Council are to meet on 1 November; there have been press reports.

Options – Budget Setting

1.8 The Executive has decided to proceed and wishes to undertake what is known as Scheme 3 in the attached Business Case.

1.9 With this in mind, the estimated budgetary implications have been analysed further, using a degree of sensitivity analysis, taking into account information concerning commercial let-ability.  

1.10 If the Executive agree to proceed with the transfer, this report can then be forwarded to inform the Council’s budgetary process in the usual way.

1.11 Officers will also be exploring external funding possibilities over the coming months.

Capital Costs:

1.12 The total capital costs of Scheme 3 are estimated at £1,456,000 – at 2004 prices, based upon a number of assumptions.  This price is based on the works all being carried out over one year.  These costs cover construction and ecological works the detail of which is set out in Appendix B.  

1.13 When taking into account a degree of building cost inflation  if Members’ wish for the programme to be earmarked over 2 years, the  Scheme 3 costs are estimated as follows:

2005 / 06 
£1,059,000

2006 / 07
£ 474,000

Total costs 
£1,533,000

Revenue Costs

1.14 The revenue costs are income sensitive.  Much of the income will be dependent upon attracting visitors.  

1.15 The estimated revenue implications arising from Scheme 3 are set out below.   Whilst the annual sums are less than £100k, it is recommended that an annual revenue budget of £100k be provided to allow for the underachievement of income that may arise.  This is a new area of service and whilst a prudent approach has been taken with regard to the level of income budget set, a £100k revenue budget would reflect the risk that the whole amount might not be generated.  


Preferred Scheme 
Year 1
Year 2
Year 3
Year 4
Year 5
Year 6


£88k
£80k
£71k
£71k
£73k
£111k

Supplementary Estimate

1.16 On the assumption that the legal matters are agreed in this financial year and the transfer of the estate takes place immediately, a budget will be required to cover initial running costs, project management and setting up fees.  This is estimated at a total of £42,500.  

1.17 However, in this report it is assumed that legal completion shall be 1 April 2005 and a supplementary estimate is not required.


No Scheme World

1.18 If the Council were to acquire the estate but no new investment were to be undertaken, the Local Authority would face a higher total revenue cost of at least £125,000 pa.  This figure would rise further as the estate deteriorated and the asset would become a liability.

1.19 This is not recommended.

Assumptions Regarding Costings

1.20 Members should be made aware of the status of the various costs in arriving at the figures.

Capital Costs:

(i) The building works have been costed by external architects and quantity surveyors, in conjunction with Council officers, up to what is known as Work Stage C, (in RIBA Standard Form of Agreement (SFA/99) sequence of Stage A to Stage G).  These Stage C Scheme costs have been based on the specification outlined in the business case.  Due to the limited amount of detailed information at this stage, full costs cannot be quantified.

See Appendix 4 for definition of Stages.

(ii) Stage C can be considered to be a reasonable approximation level of estimated accuracy produced by a chartered quantity surveyor.  Like any building scheme, however, full accuracy cannot be guaranteed even after fully tendering the job.  

(iii) This is not a complex scheme and the costs outlined should be considered taking this into account.  However, there is strong building inflation in the industry presently.  To produce a higher level of accuracy, prior to tender will require more detailed stage D to G estimates.  This could cost the Council around £50,000 to £75,000 for further design and costing works which would be at risk.  This sum, however, is currently included within the scheme Capital Cost Summaries and if brought forward would only be at risk should the project not subsequently proceed.  The release of the brought forward “at risk” sum would help to both improve the estimated accuracy and assist in maintaining programmed progress and added to the supplementary estimate recommendation.


Revenue Costs

(i) The costings are estimated on the basis of information provided by the County Council, particularly in relation to Personnel and the Tea Room.  A number of assumptions have been made, primarily that the accounts for the Tea Room are cost neutral, and the venture can be considered as a going concern according to a catering consultant’s report. 


(ii) Income projections, such as for the car park and letting of any commercial property units are included in the costings.

1.21 In conclusion about the costs, they are considered realistic, especially as this is a relatively simple scheme but the final figures are, of course, subject to the vagaries of supply and demand, staff goodwill and overall management.  

1.22 The Council has not set any budget for this scheme, other than an initial £30,000 for various reports to be undertaken. 

1.23 The transfer date will dictate the commencement with subsequent additional inflation / other costs if there is any unforeseen delay.

Executive Resolution

1.24 The Executive is asked today to make a decision on the transfer of the estate. This report can then be forwarded through the appropriate channels as part of the budget process.

2. CONSULTATION AND BRIEFINGS

2.1 Consultation/Briefings to date:   County Council, corporate colleagues in the City Council, District Valuer and Valuation Officer, private building surveyors, private ecological consultants, East Cumbria Countryside Project, Community Overview and Scrutiny Committee, User Group, Brampton Parish Council. 


2.2 Consultation/Briefings proposed:   External bodies, particularly in relation to options for funding and the general public once the final budget is set.


3. CONCLUSIONS

3.1 Talkin Tarn estate is a popular community resource where its visitors wish to see sound investment and management for the long-term benefit of generations to come.  

3.2 The estate has considerable potential. If realised, this could make an important contribution to progress on a number of the City Council’s corporate objectives, particularly those relating to conservation of our heritage, encouraging healthy lifestyles and involving the community.  


3.3 There are potential synergies between the development of the Talkin Tarn estate and a number of other strategic initiatives currently under way throughout the Carlisle and Eden LSP area, such as the Rural Strategy, Restoring Eden, 3 Rivers Strategy, Hadrian’s Wall World Heritage Site and the Carlisle & Eden Centre of Wildlife Excellence.  
3.4 Potential conflicts between public access and the conservation of a fragile ecosystem can be avoided by the deployment of experienced personnel at all levels, appropriate management techniques and adequate investment of resources.  

3.5 The Council’s obligations and responsibilities as regards disabled access, health and safety, and occupier liability needs to be discharged in such a way as to safeguard and, indeed, reflect beneficially.  These are issues that require stewardship.


4. RECOMMENDATIONS
It is recommended that:

4.1 That the Executive recommend to the Council that a decision in principle is made to proceed with the transfer of the Talkin Tarn estate from the County Council to the City Council, subject to approving the required budget as part of the budgetary process.
5. REASONS FOR RECOMMENDATIONS


5.1 In order to make a decision about transfer of the Talkin Tarn estate to further corporate priorities. 

6. IMPLICATIONS

STAFFING / RESOURCES   The assumption has been made that the staff will transfer on a TUPE basis.  The County Council have written to confirm that as far as Talkin Tarn staff and their pensions are concerned, the transfer will take place on a fully funded basis.  


The number of staff involved number five contracted staff and eleven casuals (assuming that they are “casual” in reality and have not acquired any employment rights), so the numbers involved are small.


FINANCIAL:

1.
Potential Capital Costs

The Council will include the consideration of the capital costs as part of its 2005/06 to 2007/08 budget planning process currently underway.  

Part B provides the details. 

2.
Capital Cost Inflation

The status of the capital estimates is stated at para 1.12 to 1.13 of this report.  Should delays arise between the date of the estimates and commencement of the work it should be noted that fairly significant costs due to building work inflation are likely to occur.  

3.
Potential Revenue Costs

The overall revenue costs are set out in the main body of this report, and detailed in Part B of this agenda.

The increase from Year 6 is due to the ending in that year, of the dowry received from Cumbria County Council.  The net requirements set out above depend heavily on the generation of income from the facility and consequently, an overall annual budget, taking sensitivity analysis into account, is recommended at £100,000 pa.

4.
Potential Transferring Employees Costs

Costs relating to the transferring employees, such as those which may arise from any pension deficit issue, are included in the potential commitment presented.  

5.
Prioritisation of Resources

The Council will need to demonstrate how any resources allocated to this initiative ‘fit’ with the aims and objectives set out in its Corporate Plan.  The length of any involvement in this initiative should also be considered and any potential exit strategies.  Officers will look at potential external funding opportunities but these will largely be for capital costs only – the Council will have to assist the running of the scheme in revenue terms.  There may be some cost savings by relocating East Cumbria Countryside Project into new accommodation – this option requires further analysis but could well help the overall revenue position – and is dependent upon ECCP partner and board approval in any case.

LEGAL


1. LEGAL POWERS TO ACQUIRE THE ESTATE

1.1 Members need to be clear on the legal powers available to purchase and subsequently operate the Talkin Tarn Estate.  There are a number of powers available as follows :

· Section 120 of the Local Government Act 1972 gives the Council power to acquire land for any of its functions or for the purposes of the benefit, improvement or development of its area.  This is the principal land acquisition power available to the Authority.


· Section 19 of the Local Government (Miscellaneous Provisions) Act 1976 gives the Council power to provide recreation facilities as it thinks fit, including facilities for boating and fishing, parking places and facilities for food and drink to be purchased and to provide staff in connection with operating those facilities.  The facilities may be provided free or at such charges as the Authority thinks fit.

· There is an all embracing power under Section 2 of the Local Government Act 2000 which gives the Council power to do anything which it considers likely to achieve the promotion of the improvement of the economic, social or environmental wellbeing of its area or any part.  In exercising its powers under the 2000 Act, the Authority should have regard to its Community Strategy.


1.2 There are therefore powers available to the Council both to purchase the Estate and to carry out the leisure activities currently being operated from the premises.


2. ACQUISITION OF THE ASSET


2.1
Prior to the Council purchasing the Estate it will be necessary for the usual investigations into title to be undertaken, as with any other conveyancing transaction.  Officers have had a preliminary look at the title and, whilst not unusual in an acquisition of this nature, the following matters should be noted :


· The Council will inherit obligations to manage the existing woodland in accordance with the Forestry Commission plan of operations.  It is understood that these are discharged but this requires confirmation.


· There is a series of existing leases and arrangements in place currently and a substantial area of the Tarn complex is let out, mostly on an annual tenancy for grazing related purposes, and these arrangements are probably necessary in securing the proper management of an asset of this size.  The Council does need to be aware, however, of the current letting position as it will be a relevant factor in any future management and development proposals which the Council may have for the estate.

· As is to be expected with an estate of this magnitude, there is a variety of repairing covenants and similar maintenance obligations which the Council will become responsible for upon acquisition and which it will be difficult to cost precisely at this stage but sufficient to note that the repairing obligations do exist.


2.2
In addition to the land acquisition, the Council will also accept a transfer of the existing “business” undertakings currently being operated from the premises in the shape of the boat hiring facility and, more importantly, the café.  These activities currently employ staff and operate within the usual contractual and business framework common to any commercial undertaking.  The Business Case attached refers to these matters and there will need to be some detailed investigation and analysis of the potential contractual and employment liabilities which may be inherent in any acquisition of a “going concern” in such circumstances, and how these are to be dealt with between the City and the County, and the outcome will form part of the Executive’s overall consideration as to whether it is in the best interests of the Authority to proceed.

3. RISK ANALYSIS AND FIDUCIARY DUTY

3.1 The Council’s legal powers to operate and acquire the facility are set out above.  However, there are wider issues to consider in this case other than simply the appropriate acquisition powers for the Council to use.  Given the nature of the facility and the potential ongoing benefits and liabilities which ownership would bring, the Executive need to consider whether, in the light of the fiduciary duty to look after the interests of local taxpayers, it is in the Council’s best interests to proceed to purchase the estate.  The Executive should therefore carefully consider all the various matters referred to in the Business Case and particularly :

· The revenue and capital consequences of acquisition.


· The degree of investment required, over what period this will be undertaken and what consequences, if any, it will have on the Council’s spending priorities and overall budget position.


· The implications of taking over the “Business” undertaking comprising the boat hire and the café, and any TUPE related issues in respect of assuming responsibility for any staff currently employed in the undertaking.  These issues have been referred to in the Business Case attached.

· All the other matters referred to in the Business Case which have a bearing on the decision on whether to proceed to acquire the Estate.

3.2 Having taken into account all the above considerations and also the perceived benefits to the residents of the area which might be gained from the City acquiring the Tarn, the Executive then need to make a judgement as to whether, overall, it is in the best interests of the local taxpayers to proceed to acquire the premises on the terms proposed.


3.3 The relevant legal powers and considerations to be taken into account have been rehearsed in this report because it is necessary for the Executive to be able to demonstrate that they have had regard to them in making their decision as to whether or not to proceed.

CORPORATE  -  A corporate approach has been adopted in relation to the management of this case.  The building works will require planning and building regulation approval.

RISK MANAGEMENT  -  A risk managed approach has been adopted with a risk assessment attached to this report (Appendix II)

EQUALITY ISSUES   - The resources required in the business case include the need to adapt the estate to comply with disabled discrimination legislation. 


ENVIRONMENTAL  - The report summarises the considerable environmental issues.  Additionally an environmental impact statement has been prepared (Appendix III)

CRIME & DISORDER  - The estate needs to be managed in an appropriate way to mitigate any antisocial behaviour issues.

IMPACT ON CUSTOMERS – The business case outlines the link between the transfer of the estate, level of investment, and corporate objectives in order to maintain proper and appropriate public access for further generations.

FURTHER REPORTS  -  If Members’ require the detailed reports in respect to building condition, asset valuation, environmental investigation and health & safety issues, these are available upon request.


APPENDIX 4

Part 1 - as referred to in section 1.12 / 1.13

Progressive Stages of cost accuracy, as information becomes available through the design development process. RIBA Standard form of Agreement (SFA/99 ).

Stage  C.
Approximation of construction costs based on minimum brief , Quantity Surveyor experience and price book indicators for building usage.

Stage  D.
Prepare a cost  estimate taking into account a review of building materials/components, expansion of brief/ specification, project specifics and discussions with statutory authorities.

Stage  E
Revise cost estimate based on Final proposals, including identifying/confirming building fabric finishes. Absorb/reflect on any planning observations and clients comments. 

Stage   F
Prepare Schedule of rates or Bill of quantities for tendering purposes with the opportunity to revise cost estimates on items missed, changed or amended. Final reflection on Mechanical and Electrical inclusions.

Stage   G
Preparing tender documents, pre-tender cost estimate.
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Note: in compliance with Section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers: PS02/04 Report to Executive –Proposed Transfer of Talkin Tarn Estate from County Council to City Council; PS16/04 report to Community O & S – Proposed Transfer of Talkin Tarn from County Council to City Council, PS19a/04 & PS19b/04 to Executive and PS20a/04  & PS20b/04 to Community O & S.
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