Scrutiny Review

Council Property Assets

RYEDALE &
DISTRICT
COUNCIL 7

Scrutiny Committee
8 September 2016



Executive Summary

This Report sets out the results of a review of the property assets which constitute the
Councils estate. This review has been carried out by Ryedale District Council’s Scrutiny
Committee.

The aim of the review was to try to answer the following questions:

What sort of property does the Council own or lease?

What do we use it for or how do others use it?

How much does the current property portfolio cost?

What is the condition of the property and the planned preventative maintenance

How much income does the current portfolio of property assets generate and is

there scope to generate additional income?

6. An appraisal of the options available to ensure the best use of these property
assets now and into the future, linked to the future provision of council services

7. Current property portfolio and policy on property rationalisation

arLOD=

The outcomes of the review are recommendations for a new Asset Management Policy
and supporting strategy including a vision, policy and principles, linked to the delivery of
the Councils priorities.

The review involved:

» Afull review of the Councils Register of Property Assets, categories of assets,
location and current useage and tenure
» |dentifying the Council's statutory requirements relating to asset management
including:
Open Data Requirements
Requirements of the Accounting regulations for Local Authority Assets
Best Value
* A meeting to discuss asset management best practice and strategy development
between lead officers and Leeds City Council Asset Management Team
* Analysis of the asset requirements for the delivery of the Towards 2020
programme
» Appraisal of options re use or disposal of property, including analysis of how
properties are currently used and how that could alter to ensure their value is fully
maximised.

Key findings included:

- That the Council has an asset register which has been fully reviewed which records the
details of the 102 assets held by the Council

- That the assets the Council currently occupies to operate constitute a considerable
liability in terms of the condition and cost of repairs. This represents a high risk to the
sustainability of the Council.

- That the Council needs new a policy to be agreed by Council to enable the strategic
management of assets and to deliver value for money services whilst fulfilling the best
value duty and to enable the management of the risk to the council of underutilisation and
increasing cost liabilities of assets currently occupied.
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The Committee made the following recommendations to Council:

That the Council revise its policy on the management of property assets to read as
follows:

Vision:

To optimise the use of the Councils property assets in supporting the delivery
of the Councils priorities and delivering best value and value for money for the
residents of Ryedale

Policy:
To achieve best value from each property asset by:
e Occupying an asset for the efficient delivery of Council services or
¢ Renting to another to generate revenue income for the Council or
e Disposing of any asset which achieves neither of the above and which
could generate a receipt for the Council

Principles:
e To optimise the use of operational assets
e That fewer operational buildings is lowest cost and lowest risk to service
delivery
e To manage the councils estate to achieve the best social, economic and
environmental benefit for the communities of Ryedale
e to dispose of underutilised assets

¢ to acquire assets that would support the finances of the Council and
delivery of the Council priorities

o that the proceeds of the sale of any of the assets be used to support the
delivery of the capital programme.

The Task Group wishes to thank all those who gave their time in contributing to this
review.
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2. Scope of the review

The terms of reference for the Review were agreed at the Overview and Scrutiny Committee on
the 18 February 2016. (See Appendix A) in summary:

The review will make recommendations to Council, on a policy for the future management of the
Councils property portfolio.

3. Membership of the Committee

Councillor G Acomb (Vice-Chairman)
Councillor D Cussons

Councillor K C Duncan

Councillor B Gardiner

Councillor T Jainu-Deen

Councillor E Jowitt

Councillor D E Keal (Chairman)
Councillor M Potter

Councillor J E Sanderson

Councillor CR Wainwright

Scrutiny Review Task Group supporting officers:
Clare Slater (Head of Corporate Services)
Beckie Bennett (Head of Environment, Streetscene and Facilities)
William Baines (Transformation Officer)

4. Methodology

The Task Group approached the review initially by considering the implications of the 2015
Local Government settlement, the implications for the Councils budgetary position to 2019/20 and
delivery of Council Priorities

In considering the above the task group looked at:
e The portfolio of property currently owned by the Council
e The use made of Council property by the Council or others
e The net profit or loss of the current portfolio of property held by the Council
and also:
¢ A review of the corporate property asset register
e Categorising the assets as follows:
1. Operational Assets
2. Investment Assets
3. Community Assets
Reviews undertaken by other local authorities
e Government policy and the impact of reviews of funding arrangements
Best practice regarding use of and disposal of assets and the practice of other Local
Authorities
¢ Review of regulation relating to strategic asset management
¢ Open data requirements

The task group also considered the implications of information relating to the value and potential
liabilities associated with the Council's operational assets
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http://democracy.ryedale.gov.uk/mgUserInfo.aspx?UID=106
http://democracy.ryedale.gov.uk/mgUserInfo.aspx?UID=115
http://democracy.ryedale.gov.uk/mgUserInfo.aspx?UID=773
http://democracy.ryedale.gov.uk/mgUserInfo.aspx?UID=771
http://democracy.ryedale.gov.uk/mgUserInfo.aspx?UID=777
http://democracy.ryedale.gov.uk/mgUserInfo.aspx?UID=772
http://democracy.ryedale.gov.uk/mgUserInfo.aspx?UID=127
http://democracy.ryedale.gov.uk/mgUserInfo.aspx?UID=819
http://democracy.ryedale.gov.uk/mgUserInfo.aspx?UID=451
http://democracy.ryedale.gov.uk/mgUserInfo.aspx?UID=130

5 Findings
The research undertaken highlighted the following key findings:

Statutory requirements:

Best Value Duty:

‘Managing the Council estate to ensure we can achieve the best social, economic and
environmental benefit for the people of Ryedale and managing our limited resources in
an intelligent and integrated way to provide value for money for Ryedale taxpayers’

Best Value Duty for Local Authorities

Cipfa Code relating to reporting on assets in accounts:

‘Strategic Asset Management is the process which aligns business and property asset
strategies, ensuring optimisation of an operations assets in a way which best supports its
key business goals and objectives’

RICS Public Sector Asset Management Guidelines

Best practice:

Officers of the Council met with two of the lead officers from Leeds City Council, winner
of Local Authority of the Year in the MJ Award and also of the award for Commercialism
in the Property Estate. The approach taken in undertaking the review and forming a
policy for the strategic management of the Council estate was informed by the advice
shared during this meeting and subsequently.

5.1 The Councils Asset Register

Open data Requirements

The Local Government Transparency Code 2015 is published, alongside a frequently-
asked questions document for social housing. For all other parts of the code a frequently-
asked questions document is available alongside the old part of the code. The Local
Government (Transparency Requirements) (England) Regulations 2015 regulates the
Code.

The Code requires local authorities in England to publish information related to the
following land and building assets.

The LGA guidance on the publishing of data relating to land assets is available online
and advises as follows:

What land and building assets should be published
For the purpose of this guide, land and building assets include:
+ all service and office properties occupied or controlled by local authorities, both
freehold and leasehold
» any properties occupied or run under Private Finance Initiative (PFI) contracts
» all other properties local authorities own or use, for example, hostels, laboratories,
investment properties and depots
» garages unless rented as part of a housing tenancy agreement
» surplus, sublet or vacant properties owned by local authorities
* undeveloped land
» serviced or temporary offices where contractual or actual occupation exceeds 3
months
 all future authority commitments, for example under an agreement for lease, from
when a contractual commitment is made.
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http://www.gov.uk/government/publications/local-government-transparency-code-2015
http://www.gov.uk/government/publications/local-government-transparency-code-2014
http://www.gov.uk/government/publications/local-government-transparency-code-2014
http://www.legislation.gov.uk/uksi/2015/480/contents/made
http://www.legislation.gov.uk/uksi/2015/480/contents/made
What%2520land%2520and%2520building%2520assets%2520should%2520be%2520published

Properties must also be included even if they are part of a larger estate (for instance, a
school caretaker’s property on the site of a school, or a residential property on the site of
a farm).

Any land or building where the council has currently a property interest should be
included. This could include, for example, playing fields or buildings of church run
schools.

There are some exclusions as stated in the Code:

* rent free properties provided by traders (such as information booths in public
places or ports)

» operational railways and canals

» operational public highways (but any adjoining land not subject to public rights
should be included)

» assets of national security

* information deemed inappropriate for public access as a result of data protection
and/or disclosure controls (eg. such as refuge houses).

The headings under which data should be published are as follows, and these have been
used to produce the list of assets attached at Annex B:

« UPRN

» Asset description, address, postcode, GEO code
* Tenure Type & Detall

» Other rights of way, way leaves

» Total Building Operational costs (revenue)

» Functional Suitability — fithess for purpose

5.2 The Councils Asset Portfolio
What sort of property does the Council own or lease?

The Council has an asset register which has been fully reviewed which records the
details of the 102 assets held by the Council as follows (See Annex B):
Amenity Land and Buildings - 32
Includes cemeteries, POS, village greens and allotments
Operational Sites - 9
see later in the report for details
Investment properties - 4
Includes showfield lane, yorwaste and industrial units
Sports and Leisure - 4
Includes pools and leisure centres
Car Parking - 12
Includes all land used for car parking
Public Conveniences - 12
Includes all buildings
Social Housing - 2
Tara Park, Derwent Lodge
Public Open Space - 2
Riverside Walk Play Area and Staxton Brow Picnic site
Other Buildings and Land - 17
Miscellaneous land and buildings
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The

Council owns 97 of the property it manages freehold, with the other 5 being the

Milton Rooms, Yorwaste and the public convenience buildings in Malton Market Place

bein

g leasehold and the Northern Ryedale Leisure Centre which is a joint use

agreement.

Vat exemption rules don’t apply to Harrison House and Ropery House and so if either
property is leased to a community sector organisation then Council becomes liable for

any

The
use

vat associated with the leases on the buildings.

operational assets were identified as those which had any potential for, or a current
as, an operational asset. Officers were advised that the following information should

be gathered for these councils assets to enable the strategic management of the wider
portfolio.

Operational Assets

The

assets we currently operate from or we could operate from - summary attached at

Annex C and include:

The

Crown House, Kirkbymoorside
Harrison House, Norton
Showfield Lane Depot, Malton
Ryedale House, Malton
Community House, Malton
Milton Rooms, Malton

Howe Road Shops, Norton
Ropery House, Pickering
Pickering House, Pickering

following information has been gathered for each operational asset as part for this

review in order to answer the questions raised by members:

Eac
first
mar

Title report - held in Legal Services

Condition survey - Held in facilities management

Planned and preventative maintenance programme of works - held in facilities
management

Occupancy data - held in legal services

Town Planning Opinion - held in facilities management

Valuation - held in facilities management

h of the assets held by RDC has been shown on a map on the following pages, the
map shows the whole of Ryedale and then a series of maps show each of the
ket towns. All of the properties the council holds are currently occupied except for the

building in the Ropery that was previously the TIC. Some assets are occupied by

volu
or it

ntary sector organisations and so the Council does not achieve the market for these,
may grant aid an organisation in order that this can then be used for the rental.

Officers will be reviewing the community and investment properties following the
conclusion of this review when a policy is in place for the strategic management of the

Cou

ncils property assets.

All RDC Assets
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How much does the current property portfolio cost?

Variable
Costs Income Total
Harrison House 16,080 -40,490 -24,410
Community House 4,490 -2,000 2,490
Showfield Lane Depot 71,500 -13,770 57,730
Ryedale House 253,160 -91,080 162,080
Net Expenditure 345,230 -147,340 197,890

What is the condition of the property and the planned preventative maintenance?
The review has focussed on the assets the Council currently utilises for its operations or which
have the potential to be utilised for council services. Detailed 30 year condition surveys have
been completed for the assets included in the detailed analysis for the review.

A table summarising the property condition expenditure, valuation, estimated maximum
rental potential and target ratios for key operational assets is being sent separately to this
report as an exempt paper.

How much income does the current portfolio of property assets generate and is
there scope to generate additional income?

The review highlights that the Council is clearly operating its key operational asset portfolio at risk
of a significant loss if the works needed to bring the operational assets up to the standards
required. The shortfall in the budget provision for the next six years is £1,226,498. This is on top
of the saving requirement of £1.1 to £1.4 million resulting from the four year funding settlement
received from the government. The challenge is more realistically therefore to manage the
Council assets to generate income to ensure this position does not get any worse. See below for
the possible alternative uses.

5.3 Best Use of Property Assets for the Delivery of Council Services

The options for the use of the operational assets has been assessed as part of the valuations
undertaken and the summary is as follows:

Asset Current Use Alternative use potential
Ryedale House Public Sector Offices Residential Housing - hybrid
Community House Offices Residential Housing
(Ii(r)?lws/g Square Retail with office and kitchen Current use is highest and best
Howe Road shops Neighbourhood retail and storage| Current use is highest and best
Harrison House Offices Current use is highest and best
Ropery House Office and former TIC Residential/civic/medical
Pickering House Office and storage Current use is highest and best
Malton Depot Vehicle maintenance and storage| Current use is highest and best
The Milton Rooms Community facility N/A

Following the report to members on the future of Ryedale House, the agreement in principle to
dispose, and the recent developments in the Towards 2020 programme, it is clear that Ryedale
House is an under-utilised asset. The valuations are clear that there is very little prospect of
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attracting tenants in the numbers and of the value from the public sector that would be required to
provide a return on the investment required to rent the building in the first place.

The new operating model for the Council and the resulting proposals for a staffing structure which
are currently being consulted upon with staff and their representatives, also make clear that
Ryedale House will not be a cost effective option for the future delivery of services.

The Council already has the IT infrastructure to enable up to a hundred staff to work remotely at
any time. The optimum number of locations from which the Council should run is to have a single
building with the majority of the office based service staff. This support business continuity and is
the most cost effective solution. This would also support the most effective and robust
connectivity for mobile working and home working.

5.4 LEP Joint Assets Board

There is a proposal for the LEP to establish a Joint Public Assets Board. This is a strategic forum
made up of public sector land and property holders within a specified area to promote joint
working on asset management by the partners. The intention is to influence asset disposals and
management in a way that supports the local economy. Possession of the assets would remain
with the owning body however the Board would provide the opportunity to share information and
make joint decisions on strategic objectives and priorities with assets in their ownership with
partners and stakeholders. The Board would be expected to take a more collaborative approach
to the management of assets and provision of opportunities for development to support the
economy and deliver housing targets.

5.5 Recommendations

Policy for Management of the Property Portfolio

The recommendations arising from the review are in relation to establishing the policy for future
strategic management of the Councils asset portfolio. It is suggested that the following
recommendation should be made to Council by the Scrutiny Committee:

That the Council revise its policy on the management of property assets to read as follows:

Vision:

To optimise the use of the Councils property assets in supporting the delivery of the
Councils priorities and delivering best value and value for money for the residents of
Ryedale

Policy:
To achieve best value from each property asset by:
¢ Occupying an asset for the efficient delivery of Council services or
e Renting to another to generate income for the Council or
e Disposing of any asset which achieves neither of the above and which could
generate a receipt for the Council

Principles:

e To optimise the use of operational assets

e That fewer operational buildings is lowest cost and lowest risk to service delivery

e To manage the councils estate to achieve the best social, economic and
environmental benefit for the communities of Ryedale

e to dispose of underutilised assets

¢ to acquire assets that would support the finances of the Council and delivery of the
Council priorities

o that the proceeds of the sale of any of the operational assets be used to support
the delivery of the transformation programme.
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Appendix A Terms of Reference for a Scrutiny Review of Council Property Related

Assets

Aim of the Review

For the Council to have a clear understanding of its property portfolio,
how properties are currently used and how that could alter to ensure
their value is fully maximised.

The review will make recommendations to the Policy and Resources
Committee and will appraise the options available regarding; use or
disposal of property within the Councils portfolio.

Recommendations from the review could inform the development of :
¢ A new asset management strategy including vision, principles and
strategic objectives, linked to the delivery of the Councils priorities
and the Towards 2020 transformation programme.

Why has this
review been
selected?

The property portfolio has not been reviewed recently. We need to
refocus and redesign the Council including the property holding. The
scope of the review is set within some uncertainty about the Councils
financial position. Potential estimates calculate that the total cost that
remains to be saved from the revenue budget through the Towards 2020
programme ranges from £1.2 million to £1.7 million from a £6.8 million
net revenue budget. The additional saving being required from 2017/18
onwards.

Changes have been introduced following the Chancellor's 2015 budget
statement including how Council's can use proceeds from the sale of
their capital assets, this now includes the ability to fund transformational
projects. As such the review could usefully inform the development of a
new asset management strategy

Who will carry out
the review?

The review will be carried out by the Scrutiny Committee operating as a
task group:

e A minimum of 2 members of the Scrutiny Committee must be
present for the task group meeting, which will follow the scheduled
meeting of the Scrutiny committee.

Head of Environment, Streetscene and Facilities

Head of Corporate Services

Building Surveyor

Support will be provided by members of the Asset Management
Group and the Business Improvement Team

e External support as required

How the review
will be carried
out?

The task group will consider the implications of the 2015 Local
Government settlement and delivery of Council Priorities

In considering the above the review would need to analyse:
e The portfolio of property currently owned by the Council
e The use made of Council property by the Council or others
e The net profit or loss of the current portfolio of property held by the
Council

This could include:
¢ Reviews of the asset management register.
¢ Financial records regarding investment portfolio
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¢ Reviews undertaken by other local authorities

e Government policy and the impact of reviews of funding
arrangements

e Best practice regarding use of and disposal of assets

What are the
expected outputs?

It is expected that the task group will produce a report, summarising the
evidence they have gathered and containing specific recommendations
for the Council including

e recommendations to Council for a new asset management policy
to support the transformation of the Council and delivery of a
future council which is efficient and fit for purpose.

e A new asset management strategy for the Council - 6 October
2016

e A set of key recommendations for disposal of assets supported by
a business case, to deliver the Towards 2020 programme.

Timescale

It is anticipated that the group will conclude the outcomes of the review
by 29 September 2016. Progress reports will be submitted to the
committee throughout the review.

Date of Scrutiny Committees:
e 18 February 2016
e 7 April 2016
e 23 June 2016
e 29 Sept 2016
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SPORTS AND LEISURE

Swonegrave

Shonegrave
Land Ajacent To & East Bank Maln Road Weaverthorpe Maiton North Yo Weaverthorpe

05 Fisid 7566 Cam Lane Stonegrave Helmsley

West Heslerion
Land At Hillside Way Wes? Lutton Maton Marih Yorksnie WWest Luzon
Land lying to east of B East Temacs, Wombieton \WWombieton
The Shambies KIrpymoorsigies:
R D Depot Shoafleld Lane Malton Morth Yorkshire Y017 68T Malton

Ryedale District Councl Ryedale House Oid Malion Road Malton Morh o Matton

Siation Malton
Ryedale Community Houss Wantworth Street Malion Morh Yorksnine Y01 Malton
MIRon ROOMS Markat PLace Malton Norih Yorkshie Maiton
Snope and Flats Hows Road Moron Morton
The Ropary Pickesing
Eastgate Pickesing
Units 1 To 3 Showfield Lane Malion Norih Yorkshire YOA7 68T Maiton
Snowfleid Lane Maiton

Wesigaie Business Park Westgate Carm Road Plcianng North Yorkshire  Pickesing

ShesifT Hution Industrial Estate ShertT Hution ShertT Huhtion

Post Code Geo Code
YOUT 8PL 495871 477187
Y052 5RH 473544 4314E6
4E559E 4TTE4L
AE5T4S 4TTHEL
Y017 SHD 457055 470875
YOIT 850G 491270 ATEET6

YOIT 8TE 453224 469540

Y052 SAY 459654 436508
Y07 68T 473530 472660
Y07 THH 473187 472161
Y07 9RD 475640 471350
Y07 7BN 473618 471969
YOUT 7LX 478563 471635
Y07 98H 479674 471130
YOE S0 4TI60E 434016
YOE 7DP 473973 433877

YOT GBT 475551 472767
YOIT 68T

YOE SLX 473610 434252
Y050 5RZ 452438 455705

Tenure Type  Otfver Tenune Holding Type

i
PEEEEEE

Freenold Mone BUILDING
Laasehoid  Mone BUILDING
Fraenold Wayleave LANDVBUILDINGS
Freehold Mone LAND/BUILDINGS
Freehold Mone BUILDING

Freehold 6 x Wayleave 2 x LANDBUILDINGS
Leasehold LANDIBUILDINGS
Freehold LANDIBUILDINGS
Freehold ‘Wayleave LANDIBUILDINGS
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UPEN Assel Title Ko Name Street number and Mame Town Post Code G0 Code Temuare Type  Oifver Temune Hoiding Type
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Annex C - Operational Assets

Retail Unit, Crown Square, Kirkbymoorside

Area: 0.022 acres. 65.9 sqm GIA / 708 sqft NIA

Current Use: Retail with ancillary office and kitchen accommodation

Ropery House, Pickering

Area: 0.267 acres. 254 Sgqm GIA/ 2,733 Sq ft NIA

urrent Use: Offices and former Tourist Information Centre




Pickering House, Eastgate Square, Pickering

Area: 0.016 acres. 71.3 Sgm GIA/768 Sqft NIA

Current Use: Office Unit and ancillary store

m e

Sub

Car Park C
) &

X3 Units, Howe Road, Norton

Area: 0.15 acres. Combined total 252 Sgm NIA/ 2,713 Sq Ft NIA

Page 1




Community House, Malton

Area: 0.120 acres 324.2 Sgqm NIA/ 3,490 Sqft NIA

Current Use: Offices

> Garage

&
QQ

Showfield Lane Depot

Area: 1.93 acres 23,187 Sqft GIA/2,154.2 Sqft NIA

Current Use: Vehicle maintenance and storage depot
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Ryedale House, Malton

Area: 1.41 ha (3.47 acres) GIA of 3,465.7m? (37,306 sq ft)NIA of 2,586.9 m? (27,846 sq ft). There is
surface parking for approximately 140 cars.

Current Use: Offices

Harrison House, Norton
Area:
Current Use: Offices
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Milton Rooms, Malton

Area:

Current Use: Commnity Facility
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