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SUMMARY

On 11 December 2013, the Executive made decisions on a report: item 8
“Assets Review”. In accordance with the Council’s call in procedure, three or
more Councillors called-in these decisions to the Overview & Scrutiny
Committee for consideration.

On 7 January 2014, the Overview and Scrutiny Committee resolved to refer the
decision back to the Council for debate.

RECOMMENDATION

That in respect of the resolution 11 December 2013 made by the Executive on
the “Assets Review”, the Council takes one of the following actions:

(i) to allow the decision made by the Executive on 11 December 2013 to be
forwarded to the next Executive with no comments; or
(i)  to refer the decision back to the Executive with further comments.

REASONS FOR THE RECOMMENDATION

The recommendation is in line with the procedure set out in the Council’s
Constitution under Council Procedure Rules for call-ins.

POLICY FRAMEWORK

A call-in is simply the referral of a decision made, but not yet implemented, to
the Overview and Scrutiny Committee. It is a key way of holding the Executive
to account. A called-in decision cannot be implemented until it has been
considered by the Overview and Scrutiny Committee, which can examine the
issue and question the decision maker on the reasons for the decision.

BUDGETARY FRAMEWORK

Budgetary implications have been detailed in the reports that went to the
Executive on 11 December 2013.

ALTERNATIVE OPTION(S) CONSIDERED

There is no requirement for alternative options because a call-in requires that a
set procedure is followed.

BACKGROUND

On 10 December 2013, the Overview and Scrutiny Committee considered the
report that would be decided by the Executive the following day. This was
listed on the Executive agenda as Item 8 — Assets Review.

The Summary of the Scrutiny comments is attached as Appendix 2.
On 11 December 2013, the Executive met and made its decision on the report
(see Appendix 1 for the report and its appendices). Appendix 3 is an extract of

the minutes of the meeting which shows the decisions made by the Executive
in respect of the report.
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7.4

7.5

On 13 December 2013, Councillors Boad, Copping, Gifford, Mrs Goode and
Wreford-Bush called-in the report because the Royal Pump Rooms is at the
heart of the cultural heritage of Royal Leamington Spa; the building was
extensively refurbished as an Art Gallery, Museum and Library in 1997-1998 at
public expense in excess of £7 million. They considered that the maintenance
of dill and free public access must be a condition in any market testing of its
commercial potential that is undertaken, and not to be considered as an
afterthought.

On 7 January 2014, the Overview and Scrutiny Committee resolved to refer the
decision to the Council for debate.
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Appendix 1 - Report to Executive 11 December 2013

ek
WARWICK
DISTRICT [E
COUNCIL n

.'T Executive 11 December 2013

Agenda Item No. 8

and not for publication by virtue of a
paragraph of schedule 12A of the
Local Government Act 1972, following
the Local Government (Access to
Information) (Variation) Order 2006?

Title Assets Review

For further information about this Bill Hunt

report please contact 01926 456014
Mike Snow
01926 4568003

Wards of the District directly affected | All

Is the report private and confidential | No

Date and meeting when issue was
last considered and relevant minute
number

Feasibility Study of Leamington assets ,
Executive 30 May 2012. Minute number 5

Background Papers

EC Harris study, internal asset reviews
and costings held in Finance and Housing
& Property Services, Strategic Asset
Group minutes

Contrary to the policy framework: No
Contrary to the budgetary framework: No

Key Decision? Yes
Included within the Forward Plan? (If yes include reference Yes - 549
number)

Equality & Sustainability Impact Assessment Undertaken n/a

Officer/Councillor Approval

Officer Approval Date Name

Chief Executive/Deputy Chief Joint Author

Executive

Head of Service n/a

CMT 28/11/13

Section 151 Officer Joint Author

Monitoring Officer 28/11/13 Andrew Jones

Finance 27/11/13 Jenny Clayton

Portfolio Holder(s) 28/11/13 Councillors Hammon, Shilton, Cross,
Coker, Mobbs

Consultation & Community Engagement

regard to this report.

Insert details of any consultation undertaken or proposed to be undertaken with

Final Decision?

| Yes

Suggested next steps (if not final decision please set out below)
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1.1

2.1

2.2

2.3

2.4

2.5

2.6

2.7

3.1

3.2

3.3

SUMMARY

This report updates members on the outcomes of the asset review undertaken
by the Strategic Asset Group and provides details of the financial liabilities
associated with the Council’s current asset portfolio together with options as to
how those liabilities might be met.

RECOMMENDATIONS

That Executive notes the total costs of maintaining the Council’s current asset
portfolio, in its current condition and without any improvements, over a 5 and
30 year period, as set out in Appendix One.

That Executive agrees to market test the commercial potential for alternative
usage(s) of the Royal Pump Rooms

That Executive agrees to explore commercial options in relation to alternative
usage(s) of the Town Hall and the Jephson Garden restaurant.

That Executive agrees to expenditure of up to a maximum of £30,000 from the
2013/14 Contingency Budget to cover the costs of the market testing.

That Executive agrees that refinement of the costs identified in the appendices
should be undertaken together with assessments of the potential to realise
capital receipts from the disposal of non-operational assets and/or land owned
by the Council, to enable further discussion to be held with the Member
Reference Group prior to a further report being brought back to Executive in
February 2014.

That Executive notes the financial position in regard to the Play Area and Green
Space Strategies, as set out in Appendix Three, and agrees that the proposed
February report will include an update on these issues.

That the Executive note that the overall funding strategy for the assets will be
considered as part of the Budget Setting report in February 2014.

REASONS FOR THE RECOMMENDATIONS

The Strategic Asset Group (SAG) have completed a major exercise to determine
the financial liabilities associated with the Council’s current asset portfolio.

SAG have categorised the Councils assets into 3 main groups; operational
assets, i.e. buildings from which the council delivers services or which support
that delivery; non-operational assets, i.e. shops and other buildings that the
Council owns; and open spaces, primarily parks, open land or surface car parks.
For the purpose of this asset review those assets owned by, and assigned to,
the Housing Revenue Account (HRA) have been excluded. The future liabilities
of these assets and potential future uses are considered within the HRA
Business Plan.

Although there are a number of budgets (and unallocated reserves) associated
with the Council’s assets, the full extent of the Council’s financial liabilities has
not previously been mapped in this way. The major exercise undertaken by
SAG therefore allows for these liabilities to be assessed and included within the
Medium Term Financial Strategy (MTFS).
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3.4

3.5

3.6

3.7

3.8

3.9

3.10

3.11

The MTFS covers a rolling 5 year period. Appendix One shows that the total
known financial liabilities arising from the current asset portfolio over the 5 year
period 2013/14 to 2017/18 (i.e. April 2013 to March 2018) is £7.109m. Some
of these liabilities are covered through the existing budgets referred to above
but £4.293m of this sum is currently unfunded. This unfunded liability is not
currently accounted for within the MTFS.

The work undertaken by SAG also enables costs to be allocated over the 30
year period, i.e. 2013/14- 2043/44, a timeframe that is consistent with the HRA
Business Plan. These costs, also shown in Appendix One, amount to a total of
£38.93m, of which £22.79m is currently unfunded from existing budgets.

The identified costs are the basic minimum needed to maintain all of the
Council’s existing assets in their current state of repair and operation. No
allowances have been made for any future disposals or for any monies that
might be required to improve or adapt the existing asset portfolio to make it
more efficient, financially viable and/or better aligned to supporting service
delivery.

Section 5 sets out options to fund the liabilities that have been identified within
the first 5 year period. This section shows that the Council could, if it wished
fund all known liabilities through a combination of use of reserves and the
allocation of current and future New Homes Bonus (NHB) monies without the
need for borrowing.

Whilst it is not being recommended that the Council should commit to funding
all these liabilities this analysis demonstrates that the Council remains in a
sound financial position and whilst it might wish to explore options to minimise
or remove liabilities arising from its current portfolio of assets immediate action
is not a requirement. Instead, the Council has the financial stability to plan how
it deals with issues concerning its current assets in a structured and planned
way.

Appendix Two demonstrates that a significant amount of costs are attributable
to a small number of properties. The repair costs associated with the top ten
highest cost operational assets over the first 5 years amount to £3.939m, 55%
of the £7.109m total costs over this period. Likewise, the repair costs
associated with the top ten highest cost operational assets over the full 30 year
list (a marginally different list) amount to £16.206m, 51% of the £31.934m
total costs over this period.

Of those operational assets on these lists the Council has already committed to
capital investment in the Oakley Wood Crematorium and Victoria Park Bowls
Pavilion. The costs attributable to these buildings, as currently shown in
Appendix One, will require further refinement to reflect this investment and
revised costs for these buildings will be presented as part of a further report, as
discussed at 3.18.

The wider use of Victoria Park, including the issues relating to the Victoria Park
Cricket and Tennis Pavilion will be considered through the Green Space
Strategy while issues relating to the Leamington Cemetery Chapel (and those in
other cemeteries) will be addressed through work being undertaken in
Bereavement Services. The options appraisal of the Council’s leisure services,
agreed in October will include an examination of the issues relating to the
Leisure Centres and swimming pools (plus other potentially high costs assets
such as the Edmonscote Sports Track and associated buildings).
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3.12

3.13

3.14

3.15

3.16

3.17

3.18

3.19

This leaves a small number of high cost operational properties where it would
be prudent for the Council to explore options to defray or minimise its future
liabilities, provided that this does not comprise service delivery.

The first of these is the Royal Pump Rooms complex, which currently houses
the (WCC run) Leamington Library, the Art Gallery and Museum, Visitor
Information Centre and the (contractor operated) Restaurant and Assembly
Rooms. It is recommended that a market testing exercise is undertaken to
explore the commercial potential of the complex. Members are asked to note
that if viable commercial options exist it might prove to be financially prudent,
and financially viable, to relocate some or all current operations from this site
to remove or minimise the potential £3.953m liability from these buildings,
even if no capital receipt were to be generated.

Officers are aware of potential commercial interest in the Jephson Gardens
restaurant and it is recommended that potential options for an alternative use
are pursued. A similar approach is recommended in relation to the Town Hall,
where the University of Warwick already rents space and where a commercial
operator has expressed an interest for use of some further space. Consideration
of any future uses for the Town Hall will need to take account of the outcome of
the market testing for the Royal Pump Rooms study as the building could have
potential to house some relocated functions if desirable.

The remaining high cost operational property is the Royal Spa Centre. No
proposals for this site are considered in this report as they will, instead, feature
within a report to be brought to members in January 2014.

It is anticipated that the total costs of the proposed market testing will not
exceed £30,000. It is recommended that expenditure up to this amount is
approved from the 2013/14 Contingency Budget.

In respect of its non-operational and land assets, whilst the on-going financial
liabilities are smaller, it is recommended that SAG, working with relevant asset
owning service areas and their respective Portfolio Holders, develop proposals
for prospective disposals or for alternative use of retained assets. These
proposals may be aimed at realising a capital receipt or removing a future
liability, in either scenario (and ideally a disposal would do both) reducing the
current level of unfunded costs. In respect of the non-operational properties
SAG will also consider whether there are options to use any receipts from
potential disposals to enable the acquisition of additional assets which might
yield an enhanced revenue stream.

It is recommended that these proposals are initially brought to the existing
Member Reference Group (comprising of the Group Leaders and the Finance
and Development Portfolio Holders) for discussion and consideration prior to a
further report being brought to Executive in February 2014. This report will also
include a refreshed and refined Appendix One that ensures all costs have been
identified and, as far as is possible, verified. The proposed timetable will enable
the report to be considered in conjunction with consideration of the Council’s
budget.

SAG has also investigated the current funding position for the Play Area and
Green Space Strategies as the costs associated with these previously agreed
strategies are not included within the Open Spaces. The figures for this
category of assets, as shown in Appendix One, relate to the hard infrastructure
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3.20

3.21

4.1

4.2

5.1

5.2

5.3

contained within our land holdings, e.g. paths, fences, structures etc. As shown
in Appendix Three the position in regard to the costs associated with these
strategies is similar to that relating to the repair liabilities of our assets, i.e. a
significant level of anticipated future costs is not yet fully funded.

Using the same 5 and 30 year periods the total cost of delivering the Play Area
Strategy would be £740k and £3.35m respectively of which £195k (5 years)
and £2.805m (30 years) is currently unfunded. In respect of the Green Space
Strategy the costs are £740k and £5.476m respectively of which £600k and
£5.336m is currently unfunded.

It is therefore proposed that in addition to the proposed February report also
addressing the issues relating to the Play Area and Green Space strategies that
it will bring forward detailed financial proposals to address the issues relating to
the Council’s assets. This will enable the overall funding strategy for the assets
to be considered as part of the Budget Setting report, which will also be on the
February 2014 Executive agenda.

POLICY FRAMEWORK

The Fit for the Future (FFF) policy framework was approved by Council in
October 2010 and a refresh of that policy is included elsewhere on this agenda.
This report is entirely consistent with the FFF policy framework and the
recommendations contribute to all 3 strands of FFF.

The MTFS is one of the ‘bedrocks’ of the Council’s policy framework and the
basis for planning the approach to many of its activities. The development of a
coherent asset management plan, for which this work forms the initial activity,
is therefore critical to the development of the MTFS.

BUDGETARY FRAMEWORK

Appendix One shows the profile of the expenditure required to maintain the
Council’s General Fund Assets over the next 30 years. These figures have been
derived based on work undertaken by consultants and the Council’s officers.
Whilst every effort has been to make these figures as correct as possible, it
should be noted that it is not possible to be entirely precise about the timing or
cost of each item of work. A contingency allowance, by way of “optimum Bias”
of 21%, has therefore been built into the costs shown in the appendices. It
should also be noted that all figures are at current prices, so total liabilities
would rise in line with future repair cost inflation, an issue that would need to
be considered when considering the Council’s future revenue and funding
strategies.

Within the first 5 years, the estimated expenditure required to maintain the
assets is £7.109m, with a further £24.825m in the following 25 years. Within
the Council’s revenue budgets there is funding of c£2.8m to cover the identified
maintenance costs, leaving £4.293m currently unfunded over the first 5 year
period. The total unfunded work over 30 years is over £15m.

As described in 3.7 there are a number of options available to fund this
shortfall:

5.3.1 Reserves:
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5.3.2

5.3.3

5.3.4

Detailed projections for the Council’s reserves were presented to the November
Executive within the budget Review report. The main uncommitted balances
are:

e (Capital Investment Reserve — Uncommitted balance £2.27.m. This balance
includes £1.4m earmarked towards Leamington assets. In addition, the
Council’s policy is to maintain a minimum of £2m in this reserve to cover
any unforeseen capital liabilities.

e Service Transformation Reserve — Uncommitted balance £1.89m. This
balance has been increased by £1.5m due to the Fit For the Future
Achievement Award not progressing beyond 2013/14. The Council has
flexibility in how it uses this reserve.

e Sports & Culture Facility Reserve — Uncommitted balance £0.3m. This
reserve was specifically created as part of the 2013/14 budget setting in
February 2013 with a view to contributing to the funding of the costs arising
from the leisure assets.

General Fund Surplus:

As reported in the November Budget Review report, latest estimates project a
surplus in the current year of £0.3m (after proposed appropriation to the
Planning Reserve). In addition, the projections for future years present a one-
off surplus for 2014/15 of £0.8m (as also reflected in the Base Budget report
elsewhere on this agenda). Whilst the 2013/14 and 2014/15 surpluses present
one-off funding opportunities beyond this, current projections show the General
Fund starting to go into deficit, resulting in the current projected savings
requirement of around £1.2m.

Capital Receipts:

The Council can sell assets to generate capital receipts that it may then use to
invest in line with its priorities and the possibility of asset sales has already
been considered by Executive as a potential means of meeting the currently
unfunded elements of the Green Space Strategy. Ideally disposal of any asset
would generate both a capital receipt and revenue savings (annual expenditure
saved exceeding any income foregone) whilst not impacting upon services.
However, whilst it might not always be possible to achieve all 3 priorities this
does not automatically preclude consideration of a sale. For example, a disposal
that removed a high on-going liability (generating either revenue or capital
savings) but which did not generate a capital receipt may still be a sound
financial option. Any proposed disposals would need careful consideration,
including consideration of the following issues:

e Any lost income (rent or other income) that may be currently derived from

the asset

e Any savings in revenue expenditure associated with the asset

e The forecast future maintenance costs which would reduce the figures
quoted in 5.2 and 5.3 above upon disposal of the asset.

e The capital value of the asset

e The likely market for the asset net of disposal costs

e Any service requirements for the asset

New Homes Bonus (NHB):

The Council anticipates receiving NHB of around £1.2m in 2014/15, and once
agreed commitments (allocations to W2 Housing Joint Venture and potentially
City Deal contributions to the Clearing House), there will be an unallocated
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5.3.5

5.4

5.5

5.6

balance currently estimated at £1.1m. Whilst NHB is intended to reward
communities for local development, local authorities have total freedom as to
how it is used for the benefit of their communities. Accordingly it would be
possible to use it to invest in the Council’s assets, extending their life and
helping to ensure the maintenance of future service provision. Under the
current funding regime, NHB is also due to be paid in subsequent years
although the level and duration of this funding cannot be guaranteed. Current
projections, accounting for the proposed ‘top slice’ of our allocation to the
CWLEP from 2015/16, assume we will receive £.98m in 2015/16 and £1.28m in
2016/17 (prior to any commitments to the W2 Joint Venture).

Borrowing:

The Council has the power to borrow. If it wished to protect its reserves and/or
choose not to utilise any of the options above it would need to do so to fund the
current projected costs of our assets. Assuming a 30 year borrowing period,
each £1m borrowed would present an additional annual cost of £65,000 based
on PWLB interest rates as at 2/10/13 (Borrowing over a lesser period would
increase the annual cost). Funding the first 5 years works from 30 year
borrowing would add £0.3m to the annual savings the Council needs to find and
any borrowing for works in later years would increase the revenue saving
requirement further, potentially increasing the risk that savings could not be
achieved without adversely impacting on front line services.

In determining which funding option(s) the Council could utilise to fund the

asset work consideration also needs to be given to any alternative funding

demands, i.e. the opportunity cost of that funding. Alternative funding

pressures might include:

e Measures to close the current gap in the Council’s revenue budget.

e Major corporate projects not currently funded but which are deemed to be
of high priority

e Possible service improvement priorities

e Any shortfall in funding for the Infrastructure Delivery Plan to accompany
the Local Plan

Assuming that the Council was happy to ignore any of the potential alternative
uses of funding set out above (although NHB funding beyond 2015/16 would
potentially be available to do so) it is possible to present a case whereby the
unfunded asset work for the first 5 years could be financed in full:

£000
2013/14 Revenue Surplus 300
2014/15 Revenue Surplus 800
Use of 2014/15 New Homes Bonus 1,100
Service Transformation Reserve 1,200
Sports & Culture Facility Reserve 300
Capital Investment Reserve 300
Total 4,300

The option above makes no allowances for future price rises which would need
to be factored in to the funding but does demonstrate a viable option to fund
the maintenance of all of our current assets exists in the short term.
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5.7

5.8

6.1

6.2

7.1

7.2

7.3

7.4

The long term position would remain unviable but the short term option would
enable selective disposals and/or acquisitions to be considered, substantially
changing the profile of costs associated with a remodelled asset base that could
be used to address the current funding deficit beyond year 5.

The 2013/14 Contingency Budget has an unallocated balance of £100,500.
Expenditure of up to £30,000, as proposed in recommendation 2.4, would
reduce this unallocated balance to £70,500

ALTERNATIVE OPTION(S) CONSIDERED

The financial liabilities associated with the Council’s current asset portfolio mean
that to ‘do nothing’ is not a viable option. Whilst a potentially financially viable
option to fund all liabilities over the next 5 years, the level of unfunded costs
over the full 30 year period would require the Council to borrow significantly,
adding revenue costs to its base budgets over a period when it will continue to
need to achieve significant financial savings.

However, the Council remains in a strong financial position and, unlike many
local authorities, does not need to consider urgent or wholesale disposals as it
has time to develop a coherent asset management plan. A range of alternative
options exist as to how the Council may address the issues presented by is
assets and these will be explored further in subsequent February report

BACKGROUND

The financial assumptions are predominantly based on the work commissioned
with EC Harris. This work has then been ‘sense checked’ by the Council’s own
Property Surveyors. For example, the four Leisure Centres, Spa Centre, Town
Hall and the Pump Rooms have been subject to a thorough ‘desk top’ exercise
undertaken by WDC'’s surveyors, who have a detailed knowledge of the sites,
and the EC Harris costs, other than the statutory costs, revised accordingly.

The EC Harris costs for other large assets, e.g. Temperate House in Jephson
Gardens and Oakley Wood Crematorium have also been adjusted to reflect
percentage variations on building element archetype costs arising from the
detailed comparisons of respective costs at the sites listed above.

Adjustments to the EC Harris figures have yet to be made to account for the
impact of current capital programme projects at the Oakley Wood Crematorium
and the Victoria Park Bowls Pavilion, but this will be undertaken prior to the
presentation of the proposed February report. However, account has been
taken of the planned conversion of the Oakley Wood Crematorium Lodge from a
non-operational residential property to an (operational property) office and
future costs have been assigned based on a similar operational property, in this
case one of the Lodges in Jephson Gardens.

Elsewhere, some costings are based on ‘clones’ rather than a full survey of
every operational property. For example, Warwick Cemetery Chapel was not
surveyed, but future repair costs were calculated from an average of the costs
for the other 3 Cemetery Chapels. Likewise, Crown Way Toilets were not
surveyed but projected costs cloned from the survey of Abbey End Toilets which
are of a similar size and design.
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7.5

7.6

7.7

7.8

7.9

Statutory routine maintenance and the Cremator maintenance costs are
included in the gross costs of the repairs but then netted off the total net
figures as this work is already being done within existing budgets.

A full survey of all the larger non-operational properties was undertaken by
WDC surveyors. Smaller property costs have been cloned as above but a small
number of properties have not been included at all. These include the old
Lillington Library, where costs are minimal as the General Fund funded
occupation amounts to a single room, or buildings such as the Old Tyre Depot
or Old Italian Club which are derelict.

Any inflationary increases to the figures in this report will be dealt with through
the Financial Strategy as part of the normal Budget Setting cycle.

Statutory maintenance costs from 2017-18 and beyond have not been broken
down into years or 5 year blocks. The levels of uncertainty around specific
requirements of each building and any changes to legislation make accurate
forecasting beyond a 5 year survey period unfeasible. In any case these costs
are deducted from the gross expenditure totals and are not included in the net
figures so do not impact on the funding gap.

An optimum bias (contingency) of 21% has been included in the cost

projections. This has been calculated through a risk assessment as per National
Guidelines.
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Summary of Liabilities net of Existing Budgets by Asset Category

Appendix 1
Year 1%/ Year 2Y/E Year 3 ¥/E Year 4 Y/E YearSY/E (Total First 5 | Year 6-10, ¥/E | Yaar 11-45/E | Vear 26-20 ¥/€ | Year 21-25 ¥/E | vear 26-30 ¥iE
Assel type March 2014 | March 2015 | March 2006 | March 2017 | March 2018 [Years March 2023 March 2028 March 2033 March 2038 2043 Tortal Years 6-30 [2013-2043
E'00D's £'000's E'000's £'000's £'000°s £'000's £'000's £'000's £'000's £'000's £'000's £'000°s £°00{'s
Operational
Properties 1,027 1,651 1,464 665 24 5,082 6,360 3,671 4,345 3,716 3.249 21,342 26,424
Mon-Oparational
Propertiss
135 135 B3 BB 203 624 T4 715 83 692 G63 3,483 T
Dpan Spaces I E
{hard
Infrastructure] 553 372 218 159 101 1,403 1400 1,406 1400 1,400 1,400 7,000 8,403
Gross Totals 1,715 2,158 1,765 BG2 578 7,109 8,534 5,7HE 6,378 5.B0D8 5318 1,825 38,934
Orperational
PFroperties
Already Funded
[Statutory
Maintenanca) 127 -124 21 -118 -115 -604 573 573 571 573 -573 -2,867 5,471
Cperational
Properties
Already Funded
[Corporate Rfhd
Budgat)
dgat) -441 -421 -410 -400 -390 2,061 1,549 -1,949 ~1,549 1,949 -1,548 -0,744 -11.804
Cremator :
Maintenance
Costs {Already
Funded -32 -31 =30 -4 =29 -151 -143 -143 -143 -143 -143 ~T16 -B67
Net Unfunded 11
Costs 1,115 1582 1,204 345 44 4,293 5,869 3,121 3,713 3,143 2,653 18,458 22,792
|
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|Assets with Highest Cost Liabilities

Appendix 2
Year 1¥/E | Year 2 ¥/E | Year 3 Y/E | Year 4 ¥/E | Year 5 ¥/E Year 6-10, | Year 11-15 | Year 16-20 | Year 21-25

March March March March March |Toal Years | ¥/E March | ¥/E March | Y/E March | ¥/E March | Year 26-30 | Total Years 61
Asset 2014 2015 2016 2017 2018 1-5 2023 2028 2033 2038 Y/E 2043 30
Al Maintenance Liakilities £'000's £'000°s £'000"s £000's £'000's £'000's £'000's £'000's £'000's E'000's £'000"s E'000's
10 Hiphest Cost Assets Liabilithes in first 5 YRS
Leamington Town Hall 56 318 241 73 20 708 165 188 173 212 181 919
The Royal Pump Rooms 86 138 298 116 3 662 1,911 529 636 308 568 3,953
Royal Spa Centre 58 42 249 s 4310 1 am 908 274 305 196 506 2,189
Dakley Wood Crematorium 188 119 71 30 32/ a40 329 278 381 237 494 1,708
bbeyfislds Swimming Pool, Kenitworth 28 192 112 38 19| 389 328 7 267 176 184 1,177
Gt Michaolas Park Leisure Centre 28 116 g3 137 15| 3gg 457 322 248 299 80 1,416
Newbold Comyn Lelsure Centre 53 63 13 57 14| 38 360 345 574 249 107 1,634
Leamington Cemetery Chapels 110 56 46 4 4f (220 it 131 BE 131 34 469
Victoria Park Bowls Pavilion 88 45 24 20 118 170 297 87 109 78 742
Jephson Garden Restaurant & Temperate House 37 56 25 34 15 173 197 196 161 251 194 995
10 Highest Cost Asset Liabilithes in 30 year period
fhe Royal Pump Rooms 26 138 298 116 23 662 1,911 529 636 308 se8| 1 3953
foyal Spa Centre 68 42 249 38 43 441 08 274 305 196 506/ 0 2180
Dakley Wood Crematorium 188 119 71 30 32 440 329 278 381 227 494} 1 1,708
Mewbold Comyn Leisure Centre 53 63 131 57 14 318 B0 345 574 249 107 01,634
Castle Farm Recreation Centre 18 74 34 18 13 157 243 175 375 550 128 1,489
bt Micholas Park Leisure Centre 28 116 a3 137 15 389 467 322 248 299 80 R
Bhbeyfields Swimming Pool, Kenitworth 28 192 112 38 19 agg 328 221 267 176 14| | 1177
lephson Garden Restaurant & Temperate House 37 56 26 34 19 173 197 196 161 51 184| | 998
| eamington Town Hall 56 318 241 73 20 709 155 188 173 212 181|070 91
Yictoria Park Cricket & Tennis Pavilion 18 15 22 10 7 71 469 105 54 63 53 743




Summary af coste arising from Play Area and Green Space Stratagias Hppendix &
£'000's

: Year L¥/E Yizar 2 ¥/E Year 3 ¥/E Year 4 T/E Year SY/E  [Total First 5| Yoar 8-40,%0 | Year 1-15¥/E | Vear 16204/ | Vear 21-25 ¥/ | Your 26308 | Total Years 6 [Total Full 30

Azzat Farch 2014 March 2015 | March 208 | March 2017 ftarch 2018 |Years March 1023 Flarch 326 Parch 2031 March 2033 2043 an Yeare

Play Argas 150 5 160 155 195 0 Si% 419 415 419 415 1610 3,351
Grea Spaia 21 4 BE 200 406 T 1,085 q13 913 13 913 4,737 477
Tatal Makntenance Costs 17 34 66 155 585 1480 208 1,332 133 1,332 1352 7.347 2,238
Play Aress - Already Funded 150 B 15 155 Q 245 1} q il 1] ] a - 5a%
Green 5paces - Alresdy Funded 2 M iS5 [l 0 10 0 o o I o 0 141
May Areas Hntunfundmlwﬂ:. 185 T A0S
Green Spaces - net unfunded casts ki1 § 3,336
Total fet Unfunded Caits [ ¥ 1 00 585 THE 2011 1,332 1,332 1552 1352 7,347 E.143
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Appendix 2

Extracts from the Summary of Comments made on the Executive Agenda for

8.

11 December 2013 by the Overview and Scrutiny Committee
and the Finance and Audit Scrutiny Committee

Assets Review

The Finance & Audit Scrutiny Committee accepted that £30,000 was the
maximum cost of market testing for the three properties in question, expressed
a desire to see free public access to the Pump Rooms in future in one form or
another, noted that a report due in February 2014 would estimate the cost to
the budget and supported the recommendations in the report.

The Royal Pump Rooms is part of the heritage of Royal Leamington Spa and has
a museum showing the history and culture of the Town. As a Council we have a
responsibility to heritage. Therefore because of this and the significant amount
of public money that has been spent on the building the Overview & Scrutiny
Committee made a recommendation to the Executive as detailed below.

The Overview & Scrutiny Committee also emphasised the importance of
factoring in relocation costs and continued service provisions to the same
current standards to the overall costs of the projects.

Priory Park and Abbey Fields in Kenilworth were not listed as assets and the
Committee felt that the Executive should ensure these ruins were included.

The Overview & Scrutiny Committee recommends that recommendation 2.2
should be amended to include “maintaining full and free access to the building”.

The Executive are required to vote on this
because it forms a recommendation to them.
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Appendix 3 - Extracts from the draft minutes of the Executive 11 December

2013

98.

ASSETS REVIEW

The Executive considered a report from the Deputy Chief Executive (BH) and
the Head of Finance updating members on the outcomes of the asset review
undertaken by the Strategic Asset Group. The report provided details of the
financial liabilities associated with the Council’s current asset portfolio together
with options as to how those liabilities might be met.

The report outlined the total costs of maintaining the Council’s current asset
portfolio, in its current condition and without any improvements over a 5 and
30 year period.

The report also proposed that officers be permitted to market test the
commercial potential for alternative usages of the Royal Pump Rooms, the Town
Hall and the Jephson Garden restaurant. The market testing would cost up to a
maximum of £30,000 and this would be funded from the Contingency Budget.

The Strategic Asset Group (SAG) completed a major exercise to determine the
financial liabilities associated with the Council’s current asset portfolio and had
categorised the Councils assets into 3 main groups; operational assets; non-
operational assets and open spaces.

Although there were a humber of budgets (and unallocated reserves) associated
with the Council’s assets, the full extent of the Council’s financial liabilities had
not previously been mapped in this way. The major exercise undertaken by
SAG therefore allowed for these liabilities to be assessed and included within
the Medium Term Financial Strategy (MTFS).

Appendix one to the report showed that the total known financial liabilities
arising from the current asset portfolio over the 5 year period 2013/14 to
2017/18 (i.e. April 2013 to March 2018) was £7.109m.

Appendix two to the report demonstrated that a significant amount of costs
were attributable to a small number of properties. The repair costs associated
with the top ten highest cost operational assets over the first 5 years amounted
to £3.939m, 55% of the £7.109m total costs over this period. Likewise, the
repair costs associated with the top ten highest cost operational assets over the
full 30 year list amounted to £16.206m, 51% of the £31.934m total costs over
this period.

Appendix three to the report set out the financial position in relation to the Play
Area and Green Space Strategies and proposed that an update report be
submitted to February’s Executive meeting.

With regard to some of the high cost operational properties, officers felt it
would be prudent for the Council to explore options to defray or minimise its
future liabilities, provided that this did not comprise service delivery.

The financial liabilities associated with the Council’s current asset portfolio
meant that to ‘do nothing’ was not a viable option. It was felt that a potentially
financially viable option was to fund all liabilities over the next 5 years, the level
of unfunded costs over the full 30 year period would require the Council to
borrow significantly, when it also needed to achieve significant financial savings.
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However, the Council remained in a strong financial position and did not need to
consider urgent or wholesale disposals. A range of alternative options existed
as to how the Council could address the issues presented by is assets and these
would be explored further in a subsequent report in February 2014.

The Finance & Audit Scrutiny Committee accepted that £30,000 was the
maximum cost of market testing for the three properties in question, expressed
a desire to see free public access to the Pump Rooms in future in one form or
another, noted that a report due in February 2014 would estimate the cost to
the budget and supported the recommendations in the report.

The Royal Pump Rooms is part of the heritage of Royal Leamington Spa and has
a museum showing the history and culture of the Town. As a Council we have a
responsibility to heritage. Therefore because of this and the significant amount
of public money that has been spent on the building the Overview & Scrutiny
Committee made a recommendation to the Executive as detailed below.

The Overview & Scrutiny Committee also emphasised the importance of
factoring in relocation costs and continued service provisions to the same
current standards to the overall costs of the projects.

Priory Park and Abbey Fields in Kenilworth were not listed as assets and the
Committee felt that the Executive should ensure these ruins were included.

The Overview and Scrutiny Committee recommended that recommendation 2.2
should be amended to include “maintaining full and free access to the building”.

Councillor Coker reminded Members of the history of the Pump Rooms and a
working party that had existed to rejuvenate the building in the early '90’s. He
also highlighted that, at present, the building ran at a loss to the ratepayer
annually.

Members agreed that the buildings in question should be dealt with sensitively
and applauded the opportunity for the Council to review its assets regularly.

The Leader of the Council, Councillor Mobbs, advised that maintaining the
continuity of services was key and reminded Members that they were
committed to providing best value to residents.

Having read the report and having heard the representations from the Scrutiny
Committees, the Executive decided to agree the recommendations as printed.

The Executive did not agree the recommendation put forward by the Overview
& Scrutiny Committee because Members felt that officers should be given a free
hand to be investigate all options. The Executive accepted that special care and
attention was needed for these facilities and did not want officers to be
restricted at the exploratory stage.

RESOLVED that
(1) the total costs of maintaining the Council’s current
asset portfolio, in its current condition and without

any improvements, over a 5 and 30 year period, as
set out in appendix one to the report, are noted;
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(2)

(3)

(4)

(5)

(6)

(7)

the commercial potential for alternative usage(s) of
the Royal Pump Rooms is market tested;

the commercial options in relation to alternative
usage(s) of the Town Hall and the Jephson Garden
restaurant, are explored;

expenditure of up to a maximum of £30,000 from
the 2013/14 Contingency Budget to cover the costs
of the market testing, is agreed;

refinement of the costs identified in the appendices
should be undertaken together with assessments of
the potential to realise capital receipts from the
disposal of non-operational assets and/or land owned
by the Council, to enable further discussion to be
held with the Member Reference Group prior to a
further report being brought back to Executive in
February 2014;

the financial position in regard to the Play Area and
Green Space Strategies is noted, as set out in
appendix three to the report, and the proposed
February report will include an update on these
issues; and

the overall funding strategy for the assets will be
considered as part of the Budget Setting report in
February 2014.

(The Portfolio Holder for this item was Councillors Coker, Cross, Hammon,

Mobbs and Shilton)

(Forward Plan reference number 549)

Iltem 14 / Page 19



