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Summary:
For some years (since at least 2004) the Council has recognised a need to more effectively manage its assets in order to strategically balance the need for operational assets, income generation and economic development. The overall picture appears to be that the Council’s assets are generating income but in order for this to be sustainable, and in order for the City Council to effectively lever economic development, a different approach needs to be taken.

Various approaches have been discussed, including the development of a Local Asset Vehicle and lengthy consideration of the best course of action for individual assets or groups of assets have been given. Discussion has tended to become focussed on operational options rather than the development of a coherent strategic approach.

Presented here is a straightforward summary of the proposed approach for the future. It is intended to help develop the tools that the authority will need in order to put policy into practice.

Questions for / input required from Scrutiny:

· Is this the right overall approach?

· Do the three portfolios make sense?

· What form should/could the various management capacities take?

· How much of this capacity is already in place?

Recommendations:

That the Resources Overview & Scrutiny Panel comments upon and informs the way forward for the Council’s approach to asset management.

Structure

The Councils assets can be divided into three categories as follows.

Operational:  The operational assets are those which the Council needs in order to carry out its business. The priority here is efficiency – for example through rationalisation, perhaps commissioning of maintenance and management etc. The task is relatively straightforward and unlikely to change in focus significantly with time – it is safe to assume that the requirement for efficient, fit for purpose operational assets will remain fairly constant.

Investment:  These assets generate significant income for the authority – there are sub categories within them such as industrial assets, retail assets and those that we would wish to divest ourselves of. The way in which the investment portfolio is managed is particularly important as it needs to respond to clear strategic direction. The considerations include (not exclusively).

· How much should the emphasis be on income? ie. managing assets for maximum yield.

· Which (if any) should be disposed of? How should the capital receipts be used in relation to the strategic portfolio (see below)?

· Which new assets should the council be acquiring in this portfolio and why?

· Which ‘ripe’ assets should be moved from the strategic portfolio into this one?

· What should the performance management framework for this portfolio look like? (Particularly if there is to be an external element to its management?)
Strategic:  This is the most important (and currently most bereft) of the Council’s portfolios for the delivery of its strategic objectives. These are the assets that the City Council will acquire and/or develop to stimulate economic development of the city. It will often be the case that, once these assets have matured, they will become investment assets and generate income for the City Council. The kinds of considerations in relation to this portfolio include:
· Decisions about acquisition/development of assets.

· Allocation of capital resources to this end.

· Performance management (likely to be over a longer term than that to which we are accustomed).
· Purpose (e.g. regeneration, supporting targeted growth industries).
· The flow of resource to and from the investment portfolio.

Capacity

These three portfolios each require a management capacity. These will be the ‘levers’ that the Council can use to deliver strategic objectives.

Operational:  We already have facilities management capacity in place – the transformation review will explore options for more efficient use of space (e.g. the accommodation review) and more cost effective provision of facilities and building management and maintenance. This can be mostly considered separately from the strategic and investment portfolios.

Investment:  This could work with an asset manager directing resources (in or out of house) to particular ends. For example some assets could be about generating maximum yield (so a suitably performance managed private sector partner may work well), while others require investment (with a clear return) or disposal. The strategic objectives and parameters would be set by SMT/members, but the operational decisions will be made by this management capacity.

Strategic:  The forthcoming review of Economic Development  clearly provides an opportunity to address capacity in this portfolio and provide the links with the investment portfolio. This is principally an economic development activity.

The overall strategy would be described in an asset management plan owned and understood by members and SMT. To simplistically illustrate, the strategic direction may say something like, dispose of £Xm worth of low yield investment assets to invest in strategic assets to deliver particular economic development outcomes and matured assets to return to the investment portfolio.

The point is that whatever the aspirations of the council with regard to asset management, these three management capacities are required. The strategic input is about the relationship between the three.

Conclusion and next steps

Discussion in the past has tended to drift towards particular assets and how they should be managed. This is tempting because it’s more interesting than sorting out the structures and processes that need to be in place to turn asset management policy into practice.

The practical steps that now need to be taken are to secure/define the three management capacities and the relationship they will have with SMT and members.

This piece of work is about getting that capacity in place. Once that capacity is in place, SMT and members can work with it to develop and deliver an asset management plan that secures the Council strategic objectives. SMT’s role is key as asset management cannot be done in isolation – for example decisions about the investment portfolio are inextricably linked with the Medium Term Financial Plan and therefore other calls on resources.

Broadly, the plan to address the three ‘management capacities’ is as follows.
Operational:  As part of the Transformation Programme the Council’s approach and structures around facilities management and building maintenance are being reviewed. The new structures will explicitly identify roles, responsibilities and arrangements for management of operational assets. This restructure work will be complete before the end of 2010.
Investment:  It is proposed to bring in an interim Investment Asset Manager commencing in early July 2010. This will serve two purposes. It will provide the Council with capacity and expertise to deliver some quick results, and advise around the post appropriate structures and arrangements for effective management of the Investment Portfolio.
Strategic:  This function is being explicitly addressed through one of the roles that will be delivered through the Transformation of Economic Development.
Thus the three capacities will be delivered through Resources and Economic Development – providing the Council with the tools to turn policy around asset management into practice, protecting the Council’s investments and supporting economic development.
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