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_____________________________________________________________________________

REPORT OF THE MANAGING DIRECTOR OF URBAN VISION PARTNERSHIP LIMITED


_____________________________________________________________________________

TO THE LEAD MEMBER FOR PLANNING

TO THE LEAD MEMBER CUSTOMER AND SUPPORT SERVICES

TO THE LEAD MEMBER HOUSING

ON 28th November 2005.


_____________________________________________________________________________

TITLE:  Highway Investment Funded through Unsupported Borrowing


_____________________________________________________________________________

RECOMMENDATIONS:
That, subject to an annual review of progress with completed and proposed programmes of work and of the success in reducing tripping claims, the release of £22M prudential code borrowing be approved for investment in the highway network.

That, taken from the monies detailed in this report, Urban Vision be authorised to spend £2M on capitalised highway improvements in order to ensure that a Section 58 defence is introduced as soon as possible.

That, taken from the monies detailed in this report, Urban Vision be authorised to spend approximately £1M on the footway works listed at para 2.9 below.


_____________________________________________________________________________

EXECUTIVE SUMMARY:  This report outlines the investment required to create a step change in Salford’s highway network and how such investment might be funded.  Full details of these proposals can be found in the appended business case.


_____________________________________________________________________________

BACKGROUND DOCUMENTS:

(Available for public inspection)

Improvements to Pavements and Carriageways Pilot Scheme – Westwood Park/Walker Road Estates, Eccles.  Cabinet report of Wednesday 29th September 2004.

Highway Infrastructure Investment – Initial Works.  Lead Member for Planning report of Monday 4th April 2005

Highways Payback Model.  Urban Vision Business Case September 2005.


_____________________________________________________________________________

ASSESSMENT OF RISK:  The implementation of the works that will be funded through these monies works will contribute to reducing the cost of tripping accident claims within the City of Salford.  Additionally Best Value Performance Indicator (BVPI) figures for footway and carriageway will be improved contributing to an overall improvement in the CPA score.  There is a risk that the reduction in the cost of tripping claims is insufficient to fund the capital financing costs of the unsupported borrowing.  Through the implementation of a stronger inspection and claims handling regime this risk will be minimised and through annual reviews of progress the risk will be monitored. 


_____________________________________________________________________________

SOURCE OF FUNDING:  Unsupported borrowing funded through reduced tripping claims payouts on an invest to save basis.


_____________________________________________________________________________

COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES 

(or his representative):


1.
LEGAL IMPLICATIONS



Provided by:
Pauline Lewis


2.
FINANCIAL IMPLICATIONS


Provided by:
John Spink/Nigel Dickens



The business case for this investment model is built around the ability to fund the capital financing costs of the unsupported borrowing from a reduction in the cost of tripping claims. A model has been produced to demonstrate that with reasonable assumptions applied to the reduction in tripping claims the business case is viable. 

PROPERTY (if applicable):

HUMAN RESOURCES (if applicable):


_____________________________________________________________________________

CLIENT CONSULTED: Yes


_____________________________________________________________________________

CONTACT OFFICER:  Steven Lee – Director of Engineering – Urban Vision.  Tel 793 3822.


_____________________________________________________________________________

WARD(S) TO WHICH REPORT RELATE(S):  All


_____________________________________________________________________________

KEY COUNCIL POLICIES:  Enhancing Life in Salford, Think Efficiency, Improving the Environment.


_____________________________________________________________________________

DETAILS:

1.0. BACKGROUND
1.1. One of the reasons that Urban Vision was formed was to reduce tripping claims and improve Salford’s highway BVPI’s.  In order to achieve this it has always been recognised that there would need to be substantial investment and in order to assist with the calculation of just how high an investment was required, pilot works (valued at approximately £1M) were approved in September 2004 with further works (valued approximately £1.136M) being approved in April 2005.

1.2. The pilot works have suggested that works to the value of approximately £28M would be required and this report, along with the accompanying business case, details how these figures were arrived at.

2.0. DETAILS
2.1. For some considerable time Members will have been aware of the fact that, in common with many other authorities, the level of payout for highway tripping claims has been rising to an unacceptable level.  They will also be aware that for the most part Salford is placed in the fourth quartile in terms of the various BVPI highway indicators.

2.2. Consequently, Salford is faced with a number of options ranging from the “do nothing” to a major programme of carriageway reconstruction and increased maintenance.  The various options are demonstrated below:

Existing regime (do nothing).
Continued decline of the highway asset.
No added benefits as described in para 3.30 of the appended business case.
Potential for continued fraudulent tripping claims

Increased maintenance only.
Highway held at current condition with no significant improvement.
Reduction in potential routine maintenance required to sustain condition of asset as currently identified plus some of the benefits described at para 3.30 of the appended business case.
Significant savings on the value of claims paid out.

Full investment model.
Significant improvement in the condition of the highway asset.
Improvement over a continually decreasing current asset condition plus benefits as described in para 3.30 of the appended business case.
Significant savings on the value of claims paid out.

2.3. By looking at various factors, the attached business case considers the likely level of investment required to produce a step change in Salford’s highway network condition to be as follows:

Footway Reconstruction
£12M

Carriageway Reconstruction
£6.5M

Sub Total
£18.5M

Initial Reactive and Responsive
£2M

Asset Management
£5.65M

(11 x £0.5M + 0.165)

Sub Total
£7.65M

Total
£26.15M

Contingencies (say 10% to cover for underestimates in the current highway condition)
£2.65M

Capital Investment
£28.8M

2.4. The business case then goes on to investigate how, by improving the management of both the reactive and responsive highway maintenance function and the tripping claims administration, a successful defence, under Section 58 of the Highways Act 1980, can be achieved which it is anticipated would allow the investment to be self financing.  Unfortunately, however, a conservative estimate of the savings created from this approach suggests that there is a risk that this approach could only finance around £22M (Appendix 2) profiled as follows:

2004/05
2005/06
2006/07
2007/08
2008/09
2009/10

£1,000,000
£5,000,000
£4,000,000
£4,000,000
£4,000,000
£4,000,000

2.5. As noted above, this level of “payback” may be considered to be conservative as there are other often incalculable benefits which are  more fully listed as follows:

· Reduction in tripping claims – provides an obvious payback mechanism funded through a reduction in tripping claim payouts.

· Position in the BVPI’s – provides a hidden payback mechanism as these values feed into the Environment block of the CPA ratings.  Excellent Authorities are allowed greater freedoms and flexibilities in their budgetary provisions.

· Quality of Life – provides a hidden payback in as much as a perceived higher quality of life will help retain existing and attract new residents and hence effects the overall income of the Council.

· Network asset decline – by arresting the current decline in value of the asset can decrease the potential liabilities building up.  According to the Government white paper “Transport 2010” Salford City Council is expected “to develop and implement strategies to eliminate the backlog by 2010”.

2.6. The business case concludes that initially the client should therefore agree to the release of £22M and that Urban Vision should seek to fund the gap via:

· full utilisation of the proposed asset management plan, and,

· ensuring that all works are carried out in the full knowledge of Salford’s capital programme, thus ensuring that wherever possible betterment (and best value) can be obtained.

2.7. It is also suggested that any works within the areas of Council Housing Stock should be considered in the light of the current stock options appraisal, and respective programmes integrated in order to ensure no wasted effort and unnecessary cost is incurred.

2.8. Finally, it is also suggested that an annual review of tripping accident savings should take place which would review the programme in the light of actual against assumed reductions in tripping claims, and allow the potential for increased payback (and therefore funding) or slippage to be considered.

2.9. Appendix 1 then illustrates a proposed scheme of footway improvement works which have been budget costed and it is suggested that the following schemes are approved for immediate implementation.  Lead Member should note that the first seven schemes illustrate full target costs whereas the reserve schemes reflect budget estimates and these will reported as target costs as soon as possible.


Cost
m2
All-In £/m2

St Ltg

Target Costed






Parrin Lane
£165,328.60
2,482
£66.61
F/way Only
No

Peel Green
£309,494.29
5,327
£58.10
F/way Only
No

West Way
£127,269.92
1,684
£75.58
F/way Only
No

Rivington Grove
£33,924.61
634
£53.51
F/way & C/way
No

Norman Road
£62,781.30
887
£70.78
F/way Only
No

Ivy Grove
£17,189.24
216
£79.58
F/way Only
No

Old Hall Road
£182,365.93
2,817
£64.74
F/way Only
No

Sub Total
£898,353.89





Reserve






Lancaster Road






Hampton Road






Kestrel Avenue






3.0. RECOMMENDATIONS
3.1. That, subject to an annual review of progress with completed and proposed programmes of work and of the success in reducing tripping claims, the release of £22M prudential code borrowing be approved for investment in the highway network.

3.2. That, taken from the monies detailed above, Urban Vision be authorised to spend £2M on capitalised highway improvements in order to ensure that a Section 58 defence is introduced as soon as possible.

3.3. That, taken from the monies detailed above, Urban Vision be authorised to spend approximately £1M on the footway works listed at para 2.9 above.

Bill Taylor

Managing Director, Urban Vision Partnership Ltd

