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Introduction

Asset management is a cross cutting issue impacting on all services provided by the local Authority. As well as buildings being the location within which services are organised and delivered they represent the Authority’s second largest area of expenditure after staffing.

The Best Value performance measurement framework focuses attention upon the quality of services and facilities that authorities provide to local people.  Property is central to the achievement of best value in two ways:

· authorities need to satisfy themselves that the land and buildings from which they deliver services are fit for the purpose, that they are sustainable and capable of meeting service objectives and public expectations

· property is a significant and valuable resource, it is important that authorities maximise the return on property, that they do not own and maintain more property than they require, and that they make the most effective use of available space.

Asset management is also high on the Government’s agenda. The Department for Education and Employment (DfEE) and the Department of Environment, Transport and the Regions (DETR) have both prepared detailed guidance on the production of asset management plans (AMPs). Under the new capital finance arrangements the Government plans to introduce a cross-service allocation, or single capital pot, for the bulk of its central capital support to Councils. A proportion of the allocation will be based on the information contained in AMPs. 

Background

This audit is part of a national programme of work undertaken in local authorities in 1999/2000. It follows on from research undertaken by the Audit Commission, which was published in ‘Hot property- getting the best from local authority assets’ (April 2000). 

The audit examines the way in which Salford uses and manages property that is owned and leased and its contribution to the delivery of best value. The non-housing land and buildings owned by the Council had a book value of around £269m at 31 March 2000, out of a total asset base of some £876m. It therefore represents a significant investment of Council resources and is one of the largest areas of expenditure after employees.
As part of its best value review programme Salford will need to evaluate:

· how its asset portfolio supports continuous improvement of services

· the contribution that non-operational assets make to corporate objectives.

· the organisation of its property support services.

Asset management is subject to considerable strategic and operational review within the Authority.  A significant disposal programme is underway together with a review of the organisation, scope and purpose of asset management functions. The priority that the area is afforded at Salford is reflected in its position as a year one Best Value review. The timeliness of this audit should assist Salford to plan its approach to Best Value in property management by raising key issues. It will contribute information regarding good practice, which could usefully inform the Best Value review process.

Scope and objectives

The audit aims to assist the Council to improve the effectiveness of property management in Salford but does not cover Council housing and schools, although it does make reference to the Authority’s progress towards the development of Asset Management Plans in Education. Management of the capital programme and capital projects is also outside the scope,  having been the subject of a previous audit.

The objectives of the audit were to assess Salford’s asset management arrangements in the light of: 

· DETR asset management planning requirements

· the Best Value framework

· performance at other authorities

· Audit Commission good practice.

Audit approach

Our audit consisted of an assessment of Salford’s approach to asset management based on:

· interviews with officers who have responsibility for property

· an occupier survey of a sample of officers in charge of establishments

· a review of relevant documents.

Main conclusions

The current emphasis placed by the Authority upon asset management demonstrates its commitment to improving the way it manages its property. The Council has identified areas of weakness in its approach and, as a result, has placed the service in the first year of its Best Value review programme. Following the report of the first phase of the Best Value review covering office accommodation, the Council has established an ambitious programme to: 

· develop an integrated property strategy

· restructure the Development Services Directorate to incorporate a ‘Strategic Property Management Unit’

· reduce running costs by more effective space utilisation.


Notwithstanding the programme of work referred to above, we have identified a number of areas where Salford’s procedures could be improved and the more important of these are summarised below.

Strategic approach

The history of asset management within Salford is one of fragmented ownership and responsibility. The Authority has not yet developed a strategic view of how assets support the long-term delivery of corporate objectives. The creation of a Strategic Property Management Unit within the Development Services Directorate should help to facilitate the development of an asset management strategy. 

At the time of our audit the Council had made only limited progress towards meeting the DETR’s timetable and target of introducing an AMP, (a draft framework by the end of November and a more detailed draft by July 2001). Substantial work remained to be done re-allocating roles and responsibilities, collecting the data and assessing the long term needs of services in terms of property. We understand that more work has been carried out in this area in recent months.

The repair and maintenance of assets is essential to their long-term viability. Currently little information is held within the Authority about the condition and investment needs of its property. The information that is held is difficult to access.  However discussions with officers suggests the current portfolio is unsustainable, given its condition and availability of funding.  The AMP should provide a clearer analysis of the situation.  

User Involvement

‘User’ has two distinct meanings for the purposes of this report. It includes Authority staff as both occupiers of buildings and managers of services (internal users) and the public as customers of services provided by the Authority. The user satisfaction survey carried out as part of this audit related only to occupiers and managers of buildings. It showed high levels of satisfaction with the work of the Development Services Directorate – a strong position to build from in the future. The consultation that has begun through the Best Value review process needs to be extended.

Property services

Responsibilities for property services are spread across the Authority and the opportunity should be taken to clarify any areas of overlap or uncertainty when the Strategic Property Management Unit is established. In the past market testing of property services has been patchy but the forthcoming phase two and three Best Value reviews should help to ensure the competitiveness of the Council’s services. There is scope to extend and strengthen service level agreements.

Managing property running costs 

Close monitoring of running costs, including both internal and external benchmarking, is a key feature of effective management in this area. Salford is involved in developing external benchmarking through the Core Cities group, although there is scope for greater internal benchmarking. The energy costs in Salford’s buildings are being actively reviewed by the Energy Audit Section.

Improving space utilisation

The Council has already reviewed space utilisation as part of its phase one Best Value review. Following the review it has been agreed that the average office space allocated to each employee will almost halve from the current level of 21m square  to 11m square. This would be in line with the average for other metropolitan authorities. There are a number of initiatives the Council could consider to progress this. 

Non operational property

The Authority is currently disposing of a significant number of assets as part of its strategy to achieve a balanced budget. It is important that the Council sets out the rationale for holding the remaining non-operational properties and understands how these contribute to corporate policy objectives. 

The way forward

Salford has recognised the weaknesses in its approach to asset management and is currently undertaking a three-phase Best Value review of property. Action proposed following the first phase Best Value review of office accommodation should help to address some of the key issues identified in this study. 

The main mechanism for addressing many of the issues highlighted in this review should be the Council’s Asset Management Plan.  Although at the time of our audit there had only been limited progress, work is underway to develop the Councils approach to AMP. There is extensive guidance from the DETR available to assist in this and the Council can draw upon the lessons learnt from the preparation of the Education service’s AMP. 

As a cross-cutting issue, it is vital that property management is firmly embedded in the Best Value review methodology, so that it is picked up at both an individual service and corporate level. Many of the questions raised by this review can be integrated into the Council’s own Best Value Reviews. A Best Value diagnostic which the Council may wish to consider is attached as Appendix 1. 

Our key recommendations are set out below.

Key recommendations

R1
Develop an overall asset management strategy that links assets to the Council’s corporate objectives.

R3
Calculate the cost of maintaining the existing asset base, consider the level of property holdings required for future services and the funding needed to sustain it.

R4
Draw up timetables and plans for the delivery of AMPs in line with the DETR requirements.

R6
Establish Cabinet level responsibility for strategic asset management issues.

R13
Ensure the Best Value reviews of property rigorously assess the competitiveness of the property services provided by the Council.

R17
The work of the Energy Audit Section should support the AMP process and the corporate energy policy should be integrated into the AMP.

R18
The Council should seek to raise its ratio of planned to reactive maintenance works, with the longer term objective of matching good practice.

R22
Ensure that clear objectives and rationale are developed for all non-operational assets reflecting the corporate objectives of the Council.
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	Strategic approach
	
	
	
	
	

	
	R1
Develop an overall asset management strategy that links assets to the Council’s corporate objectives.
	( ( (
	R Wynne
	Yes
	Work on the Strategy has now begun which will enable the AMP development process to link into the Council’s various corporate objectives.
	Ongoing

	
	R2
Place overall responsibility for development and delivery of an asset management strategy within Development Services as planned.
	( (
	R Wynne
	Yes
	A Strategic Property Management Unit has now been set up within Development Services as agreed.
	1/11/2000

	
	R3
Calculate the cost of maintaining the existing asset base, consider the level of property holdings required for future services and the funding needed to sustain it.
	( ( (
	R Wynne
	Yes
	This work is already under way insofar as it relates to the office Best Value Report. It will continue in respect of other properties through the remainder of the Best Value process in conjunction with the Asset Management Plan for submission in June 2001 and annually thereafter.
	1/7/2001

	
	R4
Draw up timetables and plans for the delivery of AMPs in line with the DETR requirements.
	( ( ( 
	R Wynne
	Yes
	This timetable is already in existence.
	1/11/2000

	
	R5
Consider extending the AMP model adopted by Education to other Council properties.
	(
	R Wynne
	Yes
	It is intended to progressively increase the amount of data held within the AMP which may include adoption of the Educational Model.
	Ongoing

	
	R6
Establish Cabinet level responsibility for strategic asset management issues.
	( ( (
	R Wynne
	Yes
	This proposal will be put forward as part of the review of the Council’s decision making structure.
	1/2/2001


	
	R7
Significant property matters reported to members should contain details of:-

· the results of any option appraisals undertaken

· the revenue and capital implications

· strategic implications for corporate objectives
	( (
	R Wynne
	Yes
	The relevance of these points to each property matter reported to members will vary depending upon the significance or otherwise of that particular property transaction.
	Ongoing for relevant transactions

	
	User involvement
	
	
	
	
	

	
	R8
Arrangements should be made with service directorates to incorporate questions on the quality and suitability of buildings in future public opinion surveys.
	( (
	R Wynne
	Yes
	Insofar as this relates to future public opinion surveys this point is accepted.
	In future questionnaire

	
	R9
Develop a system for obtaining staff views on property and feeding them back to the Strategic Property Management Unit. This could be achieved by:

· user surveys

· focus groups

· incorporating into staff newsletters
	( ( 
	R Wynne
	Yes
	This matter will be raised as part of work undertaken by the Strategic Property Management Unit and raised with the Asset Management Planning Team.
	1/4/2001

	
	Property Services
	
	
	
	
	

	
	R10
Review responsibilities for property services as part of the exercise to set up the Strategic Property Management Unit.
	( (
	R Wynne
	Yes
	Responsibilities for specific services need to be kept under review.
	1/3/2001

	
	R11
Consider the relationship between the Energy Audit Section and the Strategic Property Management Unit to ensure the two are integrated.
	( (
	J Spink/
R Wynne
	Partially
	It is agreed that the Energy Audit Section and the SPMU should work closely together to ensure that the work of the two units complement each other, but it is not agreed that integration is appropriate as this would compromise the benefits which Energy Audit have gained and can continue to gain from its independence.
	Continuous from 1/4/2001


	
	R12
Establish service standards for property SLA’s and ensure that they:

· cover all directorates

· incorporate monitoring procedures

· include input from service users and occupiers.
	( (
	R Wynne
	Yes
	SLAs are currently under review City wide in respect of services. Any SLAs in respect of property will need to be developed.
	1/7/2001

	
	R13
Ensure the Best Value reviews of property rigorously assess the competitiveness of the property services provided by the Council.
	( ( (
	R Wynne
	Yes
	Best Value Reviews will, by their nature, have to ensure competitiveness. Best Value Review of office accommodation subject to inspection 15th to 26th January.
	26/1/2001

	
	Managing property running costs
	
	
	
	
	

	
	R14
Analyse data on running costs over individual buildings to assist the AMP process and any benchmarking initiatives
	( (
	R Wynne
	Yes
	This will be part of the ongoing AMP development.
	1/7/2001

	
	R15
Internally benchmark the running costs for similar buildings.
	(
	R Wynne
	Yes
	This will be part of the ongoing AMP development.
	1/7/2001

	
	R16
The Council should adopt a set of property performance indicators using the DETR suite as the starting point.
	( (
	R Wynne
	Yes
	It is intended to use the DETR indicators as a starting point.
	1/7/2001

	
	R17
The work of the Energy Audit Section should support the AMP process and the corporate energy policy should be integrated into the AMP.
	( ( (
	J Spink/
R Wynne
	Yes
	The Asset Management Plan for 2002/2003 will be developed to include the Corporate Energy Policy and the Energy Audit Section will fully support the AMP process.
	November 2001 (Target date for 2002/2003 AMP)

	
	R18
The Council should seek to raise its ratio of planned to reactive maintenance works, with the longer term objective of matching good practice.


	( ( (
	R Wynne
	Yes
	This is entirely dependent upon budget provision.
	

	
	Improving space utilisation
	
	
	
	
	

	
	R19
The Authority should consider the use of space audits to inform the current Best Value review of office accommodation.
	( (
	R Wynne
	Yes
	Space Audits will be under way as part of the implementation of the office Best Value Review and ongoing into other properties as part of the AMP process.
	1/3/2001
Some property. Ongoing thereafter

	
	R20
The Authority should review its space standards based on post holder needs.
	(
	R Wynne
	Yes
	This links with R19 above.
	

	
	R21
The use of alternative forms of working should be reviewed and services challenged to justify their current working patterns.
	(
	R Wynne
	Yes
	This is part of the ongoing implementation of the Best Value Review of office accommodation.
	1/7/2001 and ongoing

	
	Non-operational property
	
	
	
	
	

	
	R22
Ensure that clear objectives and rationale are developed for all non-operational assets reflecting the corporate objectives of the Council.
	( ( (
	R Wynne
	Yes
	This is part of the ongoing AMP development process.
	1/7/2001

	
	R23
The Council should adopt a wider range of performance measures to monitor how well its commercial portfolio is doing eg. the DETR set of PI.
	( (
	R Wynne
	Yes
	This will be part of the Best Value Review of property during 2001.
	1/6/2001
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