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INTRODUCTION

Between 2002/03 and 2006/07 the Council has invested £711m in the City’s infrastructure. In
2006/07 this equated to capital investment of £706 per head of population, significantly above
both the regional and national average.

The Council, along with its partners from both the public and private sector, is investing in major
regeneration projects such as Walker Riverside, which are starting to deliver step change
improvements in deprived areas of the city. Proposals for the Scotswood Expo are also well
advanced.

New schools have been built, which have helped to facilitate the rapid improvement in
educational standards seen in the last few years, with further improvements to be delivered
through the Building Schools for the Future programme.

The Council, along with its partners One North East and Newcastle University, bought the site of
the former Scottish and Newcastle brewery and is developing it as a Science City in order to
create thousands of new jobs in the knowledge-based economy.

Our street lighting network is being modernised and improved through the joint PFI scheme with
North Tyneside Council.

The Council, along with its partner Capital Shopping Centres, is investing in the remodelling and
redevelopment of Eldon Square.

Customer service centres have been opened in 2005 and 2007, and further customer service
centres are being built in Benwell and Byker.

A PFI contract has been signed and work has begun on replacing the City Library with a new,
modern, state of the art facility, and the Council has supported the completion of a range of
exciting and high-profile cultural projects such as Dance City, Theatre Royal, Great North
Museum and Seven Stories Children’s Book Centre.

Finally, the Council has continued to invest significantly in its leisure facilities and public spaces
to improve the health and quality of life of all residents.

However, there is much more to do if the Council is to achieve its vision to create a vibrant,
inclusive, safe, sustainable and modern European city. Unfortunately there are insufficient
resources with which to do everything that needs to be done.

It is therefore vital that the Council prioritises its scarce resources effectively and achieves value
for money from all its assets. This is why the Strategic Capital and Asset Management Plan is
SO important.

It aims to:

o Outline the Council’'s approach to identifying and prioritising its capital investment and
asset management resource requirements on a rolling five-year basis;

o Set out the framework within which the Council’'s capital spending programme is
developed and managed; and

o Describe the processes by which existing assets are deployed and utilised.




Maximising the effectiveness of the above processes is vital if the Council is to realise its
aspirations for the city and the communities it serves. | commend this Strategic Capital and
Asset Management Plan to you.

Peter Allen
Executive Member for Resources




Newcastle is the regional capital of the North East of England, one of the eight English Core
Cities, and the primary commercial, industrial, retail and cultural centre of a city region of 1.65
million people extending over 13 districts. The population of the City itself is around 270,000
and is starting to grow again.

Newcastle’s resurgence over the past decade — physical, economic and social — has paved the
way for a new regional confidence. The redevelopment of the Quayside area, reinvigoration of
the city’s historic core through the Council-sponsored Grainger Town Project, and sustained
investment in culture-led regeneration has literally transformed the landscape, complemented by
investment by the Council in city streets, public spaces and environmental improvement. That
transformation, and the increased commercial investment that has followed, have drawn people
back into the city to live, work and visit. After years of decline, Newcastle’'s increasing
population reflects a renewed prosperity, and tourism has emerged as a significant economic
force, growing at 5% a year in the last two years.

Together with Gateshead, Newcastle forms an urban core area in which is concentrated nearly
a quarter of the North East’'s employment. There are 181,000 jobs in Newcastle — higher than
the resident working-age population — and over 88,000 people travel in each day to work. As
such, economic development in Newcastle is not just of local but of regional significance. The
city also has a thriving night time economy, attracting up to 100,000 people at weekends. This
has significant positive consequences for the profile of Newcastle both nationally and
internationally, but also brings some major management issues to be addressed.

The city’s economic performance has improved significantly — output in Tyneside is 93% of the
national average compared to 80% in the North East. Newcastle has led the industrial
restructuring of the region — manufacturing now accounts for less than 6% of employment in the
city, whereas professional business services and real estate account for 16%. Around 18% of
employment is in education and health, reflecting the concentration of higher and further
education and of strong teaching and research hospitals. National and local public
administration accounts for a further 12%. Over 60% of the regional Gross Value Added (GVA)
by industries is created in the city region around Newcastle. This is the highest nationally and
compares with an average national figure of 45%.

These regionally important changes are having a local impact — 8,000 more Newcastle people
are in work than in 2000, unemployment is down from 12,000 to under 8,000, and people have
seen their earnings rise faster than the national average since 1998. However, the steady shift
toward higher value activities increases the premium on skills and adaptability, risking
increasing polarisation in Newcastle’s labour market whilst the extent of change is not sufficient
to affect Newcastle's comparative economic performance.

As an influential report on Newcastle by the Organisation for Economic Cooperation and
Development (OECD) (commissioned by the Council and partners) has found, in the long run
the prospects for Newcastle could be described as “neither bleak nor brilliant”, with low but
stable economic growth to be expected. Only through strong leadership and a continued
expansion of the role of the urban core within local and regional strategies does the OECD
envisage a higher trajectory of growth being established.

The Council and its partners are now developing a series of strategies, aligned to the Regional
Economic Strategy such as the Sustainable Community Strategy to help address these issues.
The Council is also working with partners in the sub-region to develop ideas around the
development of the city-region concept that would help ensure a stronger focus for economic
development for the region as a whole.




Capital spending by local authorities consists mainly of acquiring, constructing or improving
physical assets. Authorities finance this expenditure in a number of ways including use of their
own revenue funds, borrowing or grants and contributions from elsewhere. The CIPFA
Prudential Code sets out in broad terms how to ensure that capital investment plans are
affordable, prudent and sustainable.

Local authority capital expenditure has risen every year since 1997/98, with expenditure
reaching £17bn in 2006/07 for the whole of England, an increase of 49% from 2002/03. This
figure is forecast to rise to £18.8bn in 2007/08.

Newcastle City Council capital expenditure has increased from £98 million in 2002/03 to £191
million in 2006/07. This has been a 95% increase over the period. A further increase is
envisaged in 2007/08.

The 2006/07 total capital investment amounted to £199.879m. This is made up of £191.252m of
the Council's own capital investment, £7.697m on Street Lighting PFI and £0.93m on LIFT PFI
for Customer Service Centres. This is an increase of £8.6m over 2005/06.

Tables 1 to 3 below set out statistical information on assets and capital spending to provide
broad contextual information on the size and scope of the authority, as background to the
Strategic Capital and Asset Management Plan (SCAMP).

Table 1: Capital Expenditure by Region (£ Million)

02/03 03/04 04/05 05/06 06/07

Newcastle 98 116 122 184 191
North East 693 757 810 1006 959
England 11,508 12,162 15,344 16,641 17,129

There is considerable regional variation in the level of capital spending per head of population.
London has had the highest spending per head for many years (mainly through housing)
compared to other regions. However, in 2005/06 London had £517 capital expenditure per
head, compared to Newcastle City Council’'s £682 per head. In 2006/07, Newcastle’'s capital
expenditure per head was more than double the national average, reflecting the achievement of

the council in securing funding for capital investment needs.

Table 2: Capital Expenditure by Region per Head of

Population (£)

02/03 03/04 04/05 05/06 06/07

Newcastle 364 445 467 682 706
North East 273 298 330 393 375
England 232 246 285 330 337




Table 3: Fixed Assets by Number and Value across Se  rvice Areas:
Operational Non-Operational
Service Directorate e @ Value £ e @ Value £
Assets Assets
Chief Executive’s
Office (incl. Libraries and 31 16,050,334 2 300,000
Adult Education)
Strategic Housing/YHN | 30,204 1,072,525,700 | 1,009 15,764,078
Children’s Services
(incl. Play &Youth) 135 213,025,323 44 250,100
Regeneration incl.
T&W Museums 171 28,766,530 992 201,557,501
Adult Services 32 5,010,725 5 367,500
NEIEUTIeee 322 50,413,790 | 179 4,570,532
Services
City Service 2 524,500 - -
Central Office
Accommodation 8 33,486,000 - -
Portfolio (COAP)
Total 30,905 1,419,802,902 | 2,231 222,809,711

Based on Asset Register figures as at January 2008




ACHIEVEMENTS & PROGRESS

Since the preparation of the last SCAMP in 2005, the Council has made a range of changes to
ensure that the management of capital resources and property assets is supported by
appropriate systems, processes and practices. In addition, a number of clear outcomes linked
to asset management and capital investment have been delivered over the same period.

Newcastle City Council, in conjunction with its partners, has made real progress towards making
the city of Newcastle ‘a vibrant, inclusive, safe, sustainable and modern European city’ :

The Regeneration Strategy and Housing Strategy published in 2006 are already beginning to be
implemented; the Walker Riverside Area Action Plan has been adopted and the preferred
options report for Benwell Scotswood has been published for consultation.

The Local Area Agreement and Voluntary Sector Compact were agreed this year and we have
moved towards an area based approach to asset management planning which allows more
opportunity to work closely with our partners for the benefit of our communities.

Four draft area asset management plans have been produced, consistent with the wider
Regeneration and Housing Strategies and the Local Development Framework, which identify
opportunities for the Council and its partners to use our assets and resources to the greatest
benefit of communities across the city.

This area based approach to asset management planning involves mapping public services and
assets across a geographical area, illustrating the potential to make better use of existing
property assets to join up and improve services; consider the location of other public agency
buildings; and work towards a pattern of buildings that supports regeneration plans and more
closely reflects the way users want to access services. Work is now underway to develop
opportunities through area asset management planning workshops, developing possible
property solutions and making progress on the improvement of our assets.

Key Outcomes
In addition to this the Council has achieved a number of key outcomes since 2005:

Libraries PFI

City Library closed in September 2006 and is
being rebuilt on the same site through a PFI
scheme which also includes the rebuild of High
Heaton library. The new City Library is due to
open in 2009.

o The final phase of the Customer Service Centre programme is underway with the final two
centres under construction. The final phase centres at Gosforth (opened December 2007),
Benwell and Byker are being delivered through the LIFT partnership.




o Phase 1 of the Children’s Centre programme is now complete with designated Children's
Centres all now providing full day care for O - 5 year olds for 48 weeks a year, 8am — 6pm.

Many centres also provide flexible space for the local community to use and key designated
sites also provide a family health service, parenting support, Job Centre Plus, access to
work and training and a Children’s Information Service. Phase 2 is now underway and will
be completed in 2008.

Building Schools for the Future

We have successfully secured £254m, including
£21.6m for ICT, through Building Schools for the
Future and PFI 2. The programme is being
delivered through a Local Education Partnership
(LEP). Phase 1 was brought to financial close in
July 2007 and will provide modernised and new,
state of the art facilities across 8 schools in the
city, with a further 8 schools to follow in Phase 2.
The programme will help to achieve a key
element of the strategy to promote
improvements in  educational attainment,
attendance and behaviour.

o Work is also underway to construct the Excelsior Academy, which will open in 2008, and
Brunton First School which will serve Newcastle Great Park.

o The City Council is a partner in the Science City scheme which aims to build on the existing
world-class scientific base in the city and bring in further jobs and investment. The
demolition of the old Scottish and Newcastle brewery site is in progress and the site will
provide more space for future scientific, educational and business developments.

Eldon Square Redevelopment

Newcastle City Council is investing 40% of the £170m
remodelling and redevelopment scheme at Eldon
Square.

Schemes 1 and 2 at Eldon Square are now mostly
complete and included a new £11m ‘state of the art’
Eldon Square bus station, which opened in March
2007, and redevelopment of the retail units and
restaurant space around Old Eldon Square.

o Newcastle’s two universities and Newcastle College are continuing to expand and are
contributing immensely to the development of the City Centre. The Council is working with
the organisations to support the further development of their campuses.
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o The Council has also invested heavily in the Arts and Culture portfolio in the City Centre,
with over £14m of investment, including Corporate Resource Pool funding since 2005 in
major schemes at DanceCity, the Theatre Royal and the new Playhouse.

o We have opened two new multi-storey car parks at Grainger Town and Quayside to support
the expanding number of visitors to the City Centre.

o A continuing programme of capital investment in our leisure facilities through the Leisure
Services Investment Programme has seen refurbishment of Eldon Leisure, expansion of
Newburn Leisure Centre and the upgrade of City Pool.

Investment in Elswick Pool was linked to a programme of around £700,000 of improvements
at Elswick Park, and Blakelaw Park has received investment of around £900,000, which
included a grant of £600,000 from the Football Foundation.

o £4.5m of Heritage Lottery money has been secured for phase 1 of the Ouseburn Park
Project to redevelop Jesmond Dene, Heaton and Armstrong Parks and the City now holds
six Green Flag awards for its parks which include Gosforth Central, Paddy Freeman,
Leazes, Walker and Brandling parks and Benwell Nature Park.

o Other key achievements include securing funding for the replacement of two respite care
facilities:

- £2m was approved from the Corporate Resource Pool in 2006 to build new ‘fit for
purpose’ premises to replace the building at Clayton Road. The new facility will be
built on the Castle Dene site in Jesmond when the site becomes vacant in 2008 and
will provide short stay care for adults with learning and physical difficulties.

- A further £1m was allocated from the Corporate Resource Pool to rebuild a respite
care facility for children with disabilities. The building at Hartburn Walk was not fit for
purpose and didn’t comply with CSCI environmental requirements. Construction of a
new care facility at Bedeburn Road is now complete.

Corporate planning processes aimed at improving corporate asset use and management have
been developed, including:

o Protocol for the Treatment of Surplus & Under-Used Council owned property;

o Protocol for the Acquisition of Land and Property;

o Protocol for the treatment of third property occupation of City Council owned premises;
0

Protocol and self sustaining fund for the security & maintenance of surplus assets
pending disposal,

o0 Repairs & Maintenance Strategy formalising a range of actions and established best
practice procedures in relation to managing repairs and maintenance;

o Service planning guidelines to promote better asset use and consideration of property
issues as part of the service planning process;

o Space standards for the Central Office Accommodation Portfolio to ensure equity and
consistency in the provision of office space;
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o Codes of Practice for Legionella and Asbestos, to ensure that managerial and technical
arrangements are being applied consistently across all operational buildings; and

0 Revision of the Corporate Capital Appraisal Framework to integrate it with the project
management framework — the capital appraisal of projects now forms part of the
Newcastle Project Management Framework.

The protocols and processes relating to asset management are set out in the Corporate Asset
Policy (see Appendix 1).

The annual Use of Resource (UoR) assessment undertaken by the Audit Commission evaluates
how well the Council manages and uses its resources. The assessment focuses on the
importance of strategic financial management, sound governance and effective financial
reporting arrangements. The assessment includes consideration of the management of the
Council’s asset base and development of the capital programme.

We secured an improvement in our UoR score for asset management in 2006 from 2 (“only at
minimum requirements — adequate performance”) to 3 (“consistently above minimum
requirements - performing well”). This improved score was maintained in 2007 with an
acceptance that processes have become more embedded.

Overall arrangements for managing assets are considered to be robust and operating effectively
in practice and the assessment is an endorsement of the approach that has been adopted in
recent years.
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KEY SERVICE DRIVERS AND CAPITAL INVESTMENT NEEDS

Regeneration, Planning and Transportation

The Regeneration, Planning and Transportation portfolio has the largest capital investment need
of the Council, £1.29bn. The key drivers for this capital investment need are listed below.

The Council is producing the Local Development Framework (LDF), the new City-wide statutory
development plan for Newcastle, which will cover the City’'s development, transportation and
environmental needs up to 2021. The capital investment needs flowing from the LDF are
reflected in the Regeneration Strategy (which builds on Regional Economic Strategy and
Regional Spatial Strategy), the Housing Strategy and Bridging NewcastleGateshead (BNG).

Area asset management plans are informed by the Regeneration and Housing Strategies and
the Development Plan Documents (DPDs) and Supplementary Planning Documents (SPDs)
which make up the LDF. DPDs include Area Action Plans for the key areas of regeneration.

The Economic Masterplan is a new concept. It seeks to integrate both economic strategy and
the spatial framework for an area, and by fusing these two things together create a powerful
development tool. The Economic Masterplan provides a genuine integration of economic and
physical strategy. Its primary concern will be with strategic direction, focus and prioritisation.

It is envisaged the Economic Masterplan will comprise the following elements:

o An in-depth and mature assessment of the current position of both the
NewcastleGateshead economy and its physical development;

0 A realistic vision providing a clear unambiguous statement of NewcastleGateshead’s
future direction and what its economy is capable of;

0 A detailed identification of the key projects and programmes that will achieve economic
transformation including their sequencing and estimated costs, the level of intervention
required to bring them to fruition and the level of priority associated with each of them,;
and

0 A detailed identification of the types of businesses and investment required to achieve
economic transformation, including scale, sector and type and a clear description of how
progress against the vision and strategy will be measured.

Newcastle’s Regeneration Strategy, approved by Executive in November 2006, outlines the
actions required to help deliver the Council’s vision of a vibrant, inclusive, safe, sustainable and
modern European City. It is community-based, involving local residents in decision making and
is a strategy for the whole City.

The strategy identifies clear measurable outcomes by 2021 for the four geographical areas
within the City:

o East - including Walker Riverside and Byker Ouseburn strategic commission areas
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0 West — including Elswick/Cruddas Park and Scotswood Benwell strategic commission
areas

o North — including North Central strategic commission area and the Great North Park
development

o City Centre

The four main categories of regeneration over the four geographical areas are Housing-led,
Economic-led, Transport-led and Cultural-led:

Key schemes identified within housing led regeneration are:
o Walker Riverside
0 West Newcastle (Benwell and Scotswood)
o Elswick including Cruddas Park.

Walker Riverside: The Walker Riverside Area Action Plan (AAP) aims to deliver 1,650 new
homes to Walker as well as a new district centre comprising improved leisure and retail facilities
as well as a new purpose built school. The total cost of the scheme is currently estimated at just
under £440m, of which around £125m is from the public sector. By the end of 2010/11 it is
expected that 457 homes will have been built utilising £32.8m of Bridging Newcastle Gateshead
(BNG) funding.

West Newcastle: The West Newcastle draft AAP aims to deliver 2,000 new homes in Benwell
and Scotswood in addition to a purpose built Academy and new retail, leisure and employment
facilities. The Scotswood Masterplan, and specifically the EXPO phase of its development, is
the key delivery priority of the West Newcastle AAP. The estimated cost of the programme is
over £400m which will be funded through an Urban Regeneration Vehicle (URV), a new entity
that will be set up specifically to deliver the aims of the Scotswood Masterplan. The ownership
of the URV will be shared equally between a private sector partner and the public sector,
specifically the City, BNG and English Partnerships. Procurement of the Private Sector Partner
has commenced, and the URV will hopefully be established in 2008.

Elswick: Cruddas Park will see the refurbishment of 10 tower blocks, commencing in 2008/09.
The current proposal is for 5 of the blocks to be retained by the authority for social rented
accommodation, and 5 to be sold privately by the private partner Gentoo. The Cruddas Park
shopping centre will also be improved and 37 new homes will be built. The total cost of the
scheme is currently estimated at £92.72m, utilising public sector funding from the Decent
Homes programme (£19.06m), BNG (£16.28m) and Single Housing Investment Programme
(E8m)

The Council has also approved a three-year regeneration plan for Elswick which will deliver 142
quality homes and 4,600 square metres of modern commercial space in south west Elswick.
Loadman Street will feature a mix of family homes, flats and bungalows alongside commercial
units and new green spaces and Northbourne Street has the potential to deliver a further 78
new homes. The Council has entered into partnership with Priority Sites Limited to help deliver
this project. Phase one of the scheme is set to start in the summer of 2008 on commercial
units, with housing following in 2009.
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Bridging NewcastleGateshead (BNG)

Bridging NewcastleGateshead is one of only nine pathfinders in the country. The first round of
funding secured £64m of resources over the period 2003-2006, with the objective of
commencing a long term programme of interventions to tackle housing market failure over 15
years. The second round funding secured a further £64m for the period 2006-2008. Newcastle
City Council has committed funds of £41.2m for 2006-2008 to the Pathfinder programme, which
is based around five strategic commission areas in the city, and a further £48.5m is projected for
2008-2011. It is one of the key delivery mechanisms of the Housing Strategy and funds
significant elements of Walker Riverside, Benwell Scotswood, Elswick and other works in North
Central and Byker Ouseburn.

Your Homes Newcastle (YHN)

YHN, the Arms Length Management Organisation for the Council’s housing portfolio, has by far
the largest investment programme in the Council. By 2010/11 all 33,000 tenanted and leasehold
properties will have been brought up to at least the Decent Homes Standard, and in so doing
generate a major increase in the local output of construction related industries.

Following YHN’s achievement of two star status in early 2005 a bid was submitted for the
second tranche of ALMO funding covering the period 2006/07 and 2007/08. This was agreed at
£54.586m and £52.234m respectively. In addition £20m of ALMO resource was pulled forward
to 2005/06 from 2010/11. In total, anticipated ALMO supported borrowing of £345.82m is
expected by the end of 2010/11 to help bring the council housing stock up to the Decent Homes
Standard. The total housing investment resource to 2021/22 is estimated at £646.4m this will
be spent on the following programmes: Meeting the Decent Homes Standard; Environmental
Improvements; Landlord Services; Meeting Special Needs; Redevelopment and Demolition; and
Improving Customer Services.

Delivery of the investment programme is now well underway; £189.3m was invested by the end
of 2006/07. YHN'’s successful re-bid for second tranche resources has allowed improvements to
be carried out to over 15,000 homes (as at mid 2007). YHN currently work with 10 key
construction partners.

Local Housing Company

Newcastle City Council was identified in the recent government Housing Green Paper ‘Homes
for the Future: more affordable, more sustainable’ , as one of fourteen local authorities
across the country to pilot the establishment of a Local Housing Company (LHC).

The LHC will be a vehicle to deliver new homes on surplus council owned land, it will provide a
means of accelerating the pace of new housing development while maximising the level of
affordable housing to support sustainable regeneration growth.

An inclusive process is being pursued in Newcastle, involving Your Homes Newcastle, Bridging
Newcastle Gateshead, the Housing Corporation and English Partnerships. The initial priority is
to develop the business case and to explore options for the company structure, and
procurement of a private sector development partner. A number of council owned potential
development sites have been identified as the basis of articulating the business case and during
the early part of 2008, the City Council and English Partnerships will be producing detailed
development and investment appraisals. Alongside this, planning and housing policy
statements will be prepared that set out the housing mix, densities, tenure balance and the
scope and scale of likely planning obligations.
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NewcastleGateshead City Development Company (CDC)

The CDC is to be a new organisation leading on economic regeneration in the Urban Core of
Newcastle and Gateshead. It will be exclusively focused upon radically improving the economic
growth performance and competitiveness of NewcastleGateshead. Private sector facing, it will
be established as a company limited by guarantee.

The core activities of the CDC will be steered by the Economic Masterplan (see above) for
NewcastleGateshead and the organisation will be tasked with delivering and co-ordinating key
regeneration projects including:

o Discovery Quarter

East Pilgrim Street

Convention and Exhibition Spaces
Design corridor

O O O O

Key Infrastructure Interventions

The CDC will have a differential involvement in each project based on a detailed programme and
project analysis.

The CDC will be operational from April 2008, with a provisional sum set aside of £1.5m over the
following 3 years towards running costs, funded from the Corporate Resource Pool, with similar
commitments from Gateshead Council and One North East. The central purpose of the CDC will
be to transform the performance of the NewcastleGateshead economy over the next 15 years.

Eldon Square Redevelopment

The phased redevelopment of Eldon Square Shopping Centre, carried out in partnership
between Capital Shopping Centres (C.S.C.) and
the Council is ongoing.

Scheme 1 consists of infrastructure works to the
Percy Street spiral multi-storey car park, the
construction of a new bus station, the removal of
the existing bus station and its replacement with
retail units, and the creation of a new pedestrian
link to the north of Old Eldon Square. This
element commenced in Aprii 2006 and is
expected to be completed in 2008.

Scheme 2 was the redevelopment of retail units

on the east side of Blackettbridge and new
restaurant space at ground level fronting Old Eldon Square. It commenced October 2005 and
was completed in October 2006. Scheme 3 includes the demolition and redevelopment of the
Southern End of the centre. It encompasses a new building providing 3 levels of retail with an
upper level two floor mall anchored by an 180,000 sq ft Debenhams department store at the
southern end.

Schemes 1, 2 and 3 will cost approx £170m and create 480,000 sq ft of new retail space, a net
increase of some 325,000 sqg ft. On completion Eldon Square will increase in size to nearly 1.3
million square feet. An estimated 2,000 jobs will be created during construction and 1,000 on
completion.
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Convention Centre

NCC are currently completing a joint study with the landowners at a cost to NCC of £18k. The
purpose of the study is to establish a number of principles and options for physical development
that will enable the possible delivery of a Convention Centre. If the scheme proceeds this would
be part of a multi-million pound investment in the Forth Yard Study Area over the next 2-10
years with investment from the private and public sector. Delivery of a convention centre would
be a catalyst to a much wider comprehensive redevelopment that would include provision of
substantial commercial (office), residential and leisure uses (dependent on the appropriate
funding being secured).

Science City/ Central

Newcastle was announced as one of six Science Cities by the Chancellor in 2004. NCC, in
partnership with ONE and Newcastle University, has acquired the former Newcastle Brewery
site and are currently clearing the site. A study of the future use of the site is expected to be
completed during Spring 2008. This masterplanning study is looking at mixed use of the site
including research and development and related commercial space, commercial office space
and housing with supporting retail, restaurants, community facilities and associated public realm.
The delivery of the Brewery Site is likely to take place in a number of phases, and this will be set
out in the masterplan, which will also include the preferred option. The optimal delivery
arrangement is the subject of an assessment by the partners and their advisors EDAW/King
Sturge. At this stage it is expected that the funding will come from a mix of public/private finance
and any requirement for further funding from NCC would need to be assessed as part of the
Council’s capital allocation process.

Whitehouse Enterprise Centre/ Loadman Street

Further investment is being made to develop a range of business accommodation in the West
End of the City that will make a significant contribution to business retention and growth. The
proposals involve the redevelopment of Whitehouse Enterprise Centre and the development of
new sites at Newburn Riverside and Loadman Street in Elswick to create 222,000 sq ft of
modern business space. The proposals will be delivered through a partnership with Priority
Sites Limited who are able to bring in public sector funding to support these proposals. A key
aim of the scheme will be to retain existing businesses currently operating from Whitehouse
Enterprise Centre which is coming to the end of its useful life. The scheme is estimated to retain
up to approximately 70 businesses and create space for a further 50.

Department for Transport (DfT) funding comes either for major schemes or as a block allocation
for integrated transport and maintenance.

Local Transport Plan Major Schemes

The Eldon Square Bus Station scheme and the Scotswood Road Dualling scheme are recent
LTP major schemes. The Bus station was completed in 2006/07 costing a total of £10.970m.
Final works on the dualling of Scotswood Road are due to be completed in 2007/08 with a total
scheme cost of £13.2m. Major scheme bids have been considered for the Haddrick's Mill
junction at South Gosforth and the Western Gateway area linking Redheugh and Scotswood
Bridgeheads. Funding would come from DfT major scheme budgets however there is significant
national competition for funds from this source.
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Newcastle is considering preliminary designs for the West Road Scheme with a view to
achieving public transport and environmental outcomes. This project would be developed with
the intention of securing Local Transport Plan major scheme funding. The planned scheme will
reflect resident and business needs.

Local Transport Plan Block Allocation

The Tyne and Wear Local Transport Plan for 2008-11 focuses on four key priorities: Congestion;
Road Safety; Accessibility; and Air Quality. A toolkit of measures, including public transport
improvements, road safety engineering, walking and cycling schemes and sustainable travel
initiatives will be introduced to help deliver an attractive, integrated and safe transport system.

A modern and accessible transport network, allowing all members of the community to reach key
services, will enable residents of Newcastle to achieve a better quality of life, reducing social
exclusion in the most deprived neighbourhoods and contributing to our objectives for a healthier
city and improved participation in education.

The local transport block capital allocations for the authority for the next three years have
recently been given:

Block 2008/09 £000s 2009/10 £000s 2010/11 £000s
Integrated Transport 3,097 3,313 3,530
Highways Capital Maintenance | 2,366 2,544 2,754
Total Funding 5,463 5,857 6,284

In addition, funds are received from NEXUS for specific Public Transportation schemes.

Newcastle is part of the Tyne and Wear Passenger Transport Authority, which together with
Nexus has submitted bids for Government funding towards the reinvigoration of the Metro light
rail system in the City. Redevelopment of the Haymarket Metro station is currently underway.

New Tyne Crossing

The New Tyne Crossing is a public, private

partnership set up to build a second vehicle

tunnel under the Tyne. The scheme is being

developed by the Tyne & Wear Passenger

Transport Authority (PTA) which comprises 16

elected members appointed by the five

metropolitan councils that make up Tyne &

Wear. The total value of the scheme is £260m

split between public and private finance.

Newcastle is the lead authority for the PTA and

will prudentially borrow £130m in 2010 on behalf

of the PTA to enable this scheme to go ahead.

The new crossing will provide additional capacity for traffic crossing the Tyne, relieving
congestion during peak hours. It will also support indirectly the broader objectives of
regeneration and economic growth particularly along the A19 corridor.
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4. Culture Led Regeneration

One of the main areas of capital investment need highlighted within Culture Led Regeneration is
the Heart of the City Project which aims to undertake major capital works to the Castle Keep,
Black Gate and St Nicholas Cathedral through a partnership between the Council, Cathedral
Church of St. Nicholas and the Society of Antiquaries of Newcastle upon Tyne.
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Adult Social Services and Health

Adult Services provides Care at Home services and day care services for over 4,000 adults and
residential or nursing care to 1,500 adults in the city. The service is currently delivered from 28
buildings with a portfolio which includes resource centres, residential accommodation, advice
centres, carers’ centre, café and bedding factory. Major capital investment is required to
upgrade resource centres to meet new CSCI registration standards, DDA and Health & Safety
requirements. In addition, the Government’s White Paper proposes a radical reform programme
to create health and social care services which focus on prevention and promote health and
well-being. The programme has four main targets:

0 Better prevention services with earlier intervention;
Tackling inequalities and improving access to community services;
More choice and a louder voice; and

o O O

More support for people with long-term conditions.

The service is being coordinated with a range of partners such as Primary Care Trusts (PCT’s)
and the independent and voluntary sectors. Joint working between the sectors is already
underway and the full asset implications of this are being determined.

£2m capital funding from the Corporate Resource Pool has been secured for the replacement of
Clayton Road Residential Centre. The service has identified further capital investment needs of
£7.2m over the next five years for capital schemes that meet both the challenges of the White
Paper and CSCI registration standards. Key schemes identified are:

Day Services for Adults — Community Access £0.2m;
Replacement of Summerhill Mental Health Residential Centre £3.0m;
Residential and day care for older people £0.2m,;

O O O O

DDA works and good stewardship £0.6m; and
o High priority condition repairs £0.6m
There is also an element of IT related capital proposals identified within the programme.

Children and Young People

Children’s Services became a new Directorate from April 2007, integrating Education, Children’s
Social Services and Play & Youth.

In relation to capital investment and asset management planning the Children and Young
People portfolio is committed to achieving the following objectives:

o Establishing common frameworks to ensure that the capital estate and assets are
managed efficiently and effectively.

o Ensuring the delivery of Building Schools for the Future and Schools Private Finance
Initiative (PFI) 2.

o ldentifying capital funding sources to ensure that opportunities are maximised by effective
bidding in line with priorities e.g. Primary school capital programme, NHS LIFT and
extended schools and children’s centres (capital funding is now coordinated into one
funding stream).
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o Ensuring that there is a shared Asset Management Plan for physical resources for
Children’s Services.

o Providing “sufficient, suitable and accessible school places”. In Newcastle a composite
school organisation and capital strategy, “Planning for Schools” has been produced, from
which will flow an annual action plan which will include specific options in the light of the
capital resources available.

The Education and Inspections Act 2006 set out a new role for Local Authorities, becoming
commissioners of local education services rather than providers. There is also a different
system for establishing a new school with the requirement that all new schools are opened up to
competition in terms of who ultimately runs them once they are open. In the past when a new
school has been established the Local Authority owns the land and buildings and is the
Admissions Authority. New schools proposed by the Local Authority will now have Foundation
status and will be subject to competition arrangements under which a private organisation can
propose to run a school.

BSF, PFI and Primary Capital Programme

Newcastle’s Building Schools for the Future
(BSF) project complements the Authority’s
already ambitious and successful Education
Strategy that has led to the delivery of major
capital investment projects at seven of the 21
schools providing secondary education in
Newcastle. Through a combination of funding
already secured, planned school re-
organisation, and BSF the Authority will
resolve all capital issues within its secondary
schools by 2011, providing a network of fit-for-
purpose schools for all pupils at secondary
education age in Newcastle.

The Authority is already well underway to delivering a major part of this capital programme.
Phase 1 of BSF is in the construction phase and Phase 2 of BSF therefore represents the final
wave of investment required. The total value of the programme is £254m, including £21.6m
allocated for ICT.

The Primary Capital Strategy has been developed with the aim of providing primary schools fully
equipped for 21° Century learning and occupying a central position at the heart of communities.
The Children’s Services’ portfolio has identified match funding requirements of £3.5m year on
year from 2009/10 for 15 years. Newcastle City Council aims to refurbish, remodel or replace
around 50% of Newcastle schools over the duration of the programme with Walker Riverside
Schools, Thomas Walling Primary and Westgate Hill Primary identified as priorities.
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Children’s Centres & Extended Services

Children’s Centres build on the work of the Sure Start Local Programmes providing services to
over 7,000 children under the age of 5 and their families. They are being established across the
City in 3 phases and are being funded through the General Sure Start Grant. Phase 1 is how
complete, with 10 centres providing day care for under fives for 48 weeks of the year 8am —
6pm, with the key designated site also providing a family health service, parenting support, Job
Centre Plus Access to Work and a Children’s Information Service. Phase 2 is now underway
and will see Centres developed across another 6 areas of the City by 2008. Phase 3 centres
will aim to fill gaps in existing provision across all areas of the City by 2010. Extended Services
through schools will also see all schools in Newcastle providing extended services between 8am
and 6pm by 2010. Confirmation of further Sure Start Grant to fund the remaining Children’s
Centres was given in November 2007. Planning for children’s centres and extended schools is
being carried out in conjunction with other services through area asset management planning to
ensure that services provided by all sectors in an area complement rather than compete, and to
ensure funding opportunities are maximised.

Quality Access for all Young Children

The Department for Children, Schools and Families (DCSF) has announced further significant
investment (£1.023m) in early year’'s provision over three years. The grant is intended to
improve the quality of the learning environment in early year’s settings to support the delivery of
the Early Years Foundation Stage, with a particular emphasis on improving play and physical
activities and ICT resources. It also aims to ensure all children, including disabled children, are
able to access provision and enable private, voluntary and independent (PVI) providers to
flexibly deliver the 15 hours a week for 38 weeks for 3 and 4 year olds. It is expected by the
DCSF that the majority of this grant is used to improve quality of the environment on PVI early
years and childcare settings, although spending on the maintained sector is not precluded.

Children’s Social Services supports over 2,000 ‘children in need’ and ‘looks after’ 450 children in
the City. The service has identified major capital investment needs to provide fit-for-purpose
residential accommodation for young people that meets CSCI, DDA and health and safety
requirements. Capital investment needs of £4m in total have been identified to rebuild two
children’s homes.

A business case for the relocation of the Youth Offending Team to College House has been
approved and a short stay care facility for children with disabilities to replace the facility at
Hartburn Walk is due for completion in 2008.

Government’s 10 Year Youth Strategy has now been published which identifies a new fund for
improving youth facilities by investing in a place for young people to go in every constituency.
There will also be a three year extension to the Youth Capital Fund linked to the Youth
Opportunity Fund. The impact of this on the portfolio will be determined following the issue of
further guidance in 2008.
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At the same time the service has identified the need for a shift in focus from the traditional
neighbourhood youth centre to a city centre hub for youth services and activities and improved
access to public transport. Satellite services will be provided in communities through outreach
activities and the use of shared facilities such as leisure centres and community centres. An
Integrated Youth Strategy (IYS) has been produced by the service which links with the Green
Space Strategy, the Outdoor Play Area Strategy and the Children and Young People’s Plan and
which will contribute to the LDF. The service is currently delivered from a range of assets
including schools, nurseries, mobile facilities, youth centres, play centres, parks and sports
centres. Opportunities for joint use and investment in local facilities are being explored through
area asset management planning.

From November 2007 the Play & Youth Service was restructured with the Play Service coming
under the responsibility of the Manager of Early Years & Childcare to enable closer working with
other early years’ services. The service’s property requirements are being reviewed in the
context of the changes to youth service provision.

The government has recently announced proposals for a £225m play investment programme
and invited local authorities to apply to become play pathfinders. Fifteen authorities will be
selected as play pathfinders from April 2008 and each will receive around £2m capital funding
plus significant revenue funding. The Council has been invited to bid for pathfinder status.

Children’s Services Directorate’s main administrative offices are currently the Springfield Centre
in Blakelaw. The longer term aim of the Directorate is to establish which services can operate
from area based localities. This piece of work will be tackled in conjunction with the
regeneration plans for Blakelaw.

Culture, Heritage, Libraries and Sport

The Council places an emphasis on supporting exciting cultural projects in the city as an
important component of the regeneration agenda. Many of these require ongoing investment
from the Council, even after they have been established, but they add a great deal to the
cultural offer and economy of the city.

In addition to the number of major cultural schemes completed since the last SCAMP, the Great
North Museum (the redevelopment of Hancock Museum) is due for completion in 2008/09. The
project is led by Newcastle University in partnership with Tyne and Wear Museums, Newcastle
City Council, the Natural History society of Northumbria and the Society of Antiquaries.
Newcastle’s contribution to the scheme was £2.3m. A further capital requirement of £0.2m has
been identified.
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The new museum will be a £26m flagship visitor attraction incorporating collections from the
Hancock Museum and the University of Newcastle’s Museum of Antiquities, the Shefton
Museum and the Hetton Gallery.

The Waygood Gallery is also a key cultural scheme in which Newcastle is investing. Waygood
Galleries is a focal point for artists’ workspace in the city centre, operating from the former
Wards Building, High Bridge. There is significant demand in Tyne and Wear for studios and
facilities for working. The capital expenditure will expand the studios for those seeking to build a
career as a professional artist. This will help the region to maintain its growing reputation and
influence as a centre for the arts. The scheme is underway now and will be complete by
2010/11 with a total project cost of £5.3m.

Proposals are being developed for an extension to the Laing Art Gallery with an identified capital
investment need of £13.5m. Funding for the scheme will be subject to a bid for national grant
contributions.

Many of the City Council owned heritage assets fall within its Historic Buildings Portfolio (e.qg.
Castle Keep, the medieval Town Walls, statues and war memorials) but there are a range of
other buildings which are either in commercial use or are within operational portfolios held by
Directorates. The national indicator of concern for the condition of heritage assets is the
Buildings at Risk Register. This is drawn up by English Heritage for Grade | and II listed
buildings. Grade Il listed buildings registers are maintained by Local Authorities. There are a
number of key issues for the Council, including:

o The need to remove Council owned structures from the buildings at risk register;

o The need to address investment requirements of other City Council owned heritage
buildings (predominantly Grade II);

o The need to move towards a strategic approach to management of heritage assets in line
with guidance produced by English Heritage.

Funding of £350k to repair Jesmond Old Cemetery Wall has been approved from the CRP.

Proposals are being developed for the Heart of the City Project which aims to undertake major
capital works to the Castle Keep, Black Gate and St Nicholas Cathedral. Capital investment
needs of £7.1m have been identified. Funding for the scheme will be subject to a bid for
national grant contributions.
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Libraries PFI contract is the procurement of a new City Library and a
new library at High Heaton. Successful financial close on this
scheme was reached on 19 June 2007, with total capital
construction costs of £27.8m and the full scheme costs supported by
PFI credits of £40.2m.

Additional capital resource requirements of £0.34m have been
identified in relation to the PFI budget financial close-handover and
also for City Library approaches at Princess Square.

The Community Library Review is being developed in the context of
the new City Library, and of new and significant library buildings in
the East End, Outer West, Gosforth, Kenton, High Heaton and
Benwell. A key driver is the current rapid technological change and
its impact both on society and on the library and information sector.

The Review proposes that library and information services in
Newcastle should continue to be delivered through a city
wide network of Library and Information centres organised
into four categories, with the new City Library at its core. This
approach would extend access to resources regardless of
geography and provide a framework for an efficient and
relevant library service across the City.

Leisure Services have established a 5 year investment plan covering the period 2004 to 2008
which combines revenue contributions, prudential borrowing financed through income
generation and maximum use of Good Stewardship and Access Funds to address health and
safety works and accessibility.

The Sports Strategy which, along with the Green Space Strategy and the Play and Pitch
Strategy, will form the basis of the open space Supplementary Planning Document will set out
guidance and standards which will influence the shape of the portfolio in the future. The Sports
Strategy is currently being drafted.

Both Libraries and Leisure Services are involved in area asset management planning processes
to identify opportunities for investment in the portfolios and for shared use of facilities and space
with other services. Recent co-location of services at the Outer West Customer Service Centre,
Pool and Library had a positive effect, with visitor numbers to the library increasing by 139%.
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Environment and Sustainability

Newcastle’s Green Space Strategy was completed in April 2004. The strategy outlines the
Council’'s approach to the management of its green spaces following extensive consultation with
service users and staff, and the completion of access, quality, benefit and distance audits. The
service has used the results of the quality and benefits audit to determine priorities for
investment and improvement.

A Supplementary Planning Document (SPD) on open space provision will be drafted by April
2008 and will incorporate standards identified in the Green Space Strategy, Play & Pitch
Strategy and the Sports Strategy, which is currently being drafted. The SPD will provide
standards and guidance on the provision of open space across the city and in future
developments.

Ouseburn Parks’ Restoration is a key capital scheme within this portfolio, with a capital
investment of £6.1m. Ouseburn Parks consists of a 3km stretch of the Ouseburn Valley that
contains five linked public parks: Jesmond Dene; Heaton Park; Armstrong Park; Paddy
Freeman’s Park; and Jesmond Vale. Sited within a Conservation Area, the parks and their
immediate surrounds contain 3 scheduled monuments, 18 listed buildings and structures and a
range of other sites of historic interest. The basic layout of the parks has changed little since
Lord Armstrong bequeathed the land to the citizens of Newcastle in 1883.

There is a wide range of leisure facilities and attractions for all ages within the parks, including
bowling greens, tennis courts, football pitches, children’s playgrounds, cafés and public toilets.
The project will provide funding to undertake much needed refurbishment to aspects of the
parks’ infrastructure, including tree work and other horticultural works, as well as to some of the
main attractions within the park — most specifically Pet's Corner and the adjacent Millfield House
Visitor Centre.

The portfolio’s remit also includes Environmental Services, comprising localised and citywide
environmental services, the Sustainability Unit and Bereavement Services.

Capital investment needs for future years for localised services include a requirement of £1.5m
for Ward Stewardship schemes. The Ward Stewardship initiative aims to improve the local
environment by involving the community in identifying key actions and priorities for the delivery
of environmental services in their ward. The delivery of the service is shaped and improved
through the consultation process and the Ward Stewardship budget is used to respond to
requests for environmental improvements.

Ward Stewardship funding is approved for 2008/09 (£0.8m) and 2009/10 (£0.7m).

Citywide environmental services include refuse collection, grounds maintenance and winter
maintenance. Capital investment needs for citywide services have been identified as follows:

o0 Purchase of recycling vehicles £1.49m
0 Recycling containers £2.65m
o Expansion of green composting at Sandhills £1.02m
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Bereavement Services have identified a capital requirement of £1.48m for works to St John’s
Cemetery in Elswick and Jesmond OIld Cemetery and memorial safety works. This includes
£0.35m for work to the cemetery walls and gateway at Jesmond Old Cemetery and the South
Lodge which have been placed on the Listed Buildings at Risk Register (see Heritage Assets
previously).

In September 2006, the authority submitted an Expression of Interest to the Department for
Transport to participate in a pathfinder round for a £440m Highways Maintenance PFI. In
December 2007, it was learned that this bid was unsuccessful. Following discussions with DfT in
January 2008, it is intended to develop a further submission with the assistance of DfT for the
next bidding round expected in 2009. This will require the continuing development of the
Highways Asset Management Plan, especially around the inventory.

The Waste Strategy sets out the capital requirements for revised waste collection services
which will enable the authority to meet its increasingly stringent waste management targets
under the Landfill Allowance Trading Scheme up to 2009/10. In order to meet targets beyond
that date, it is almost certain that investment in new technologies for waste treatment will be
required. A research and consultation process with members is currently underway to
determine the preferred option for Newcastle. Until this is concluded, it is not possible to identify
the scale or the timing of the investment required. It is possible that PFI funding could be
secured for the necessary capital investment.

Neighbourhood Management and Communities

An Investment Plan for Community Buildings (IPCB) was approved by Executive in January
2005 with the aim of shifting the provision of community facilities from ‘doorstep’ to
‘neighbourhood’.  Co-location with other service providers is a key element of the
Neighbourhood Centre and there is a need to develop community facilities alongside the
development of extended schools, children’s centres and the health agenda.

Significant community consultation has been undertaken to consider the overall strategy and
ensure more effective service delivery. A series of area asset management planning workshops
have been held to identify opportunities for new multipurpose facilities linked to regeneration
plans and funding, and to explore potential to co-locate community services with other council,
public sector and third sector services, improving the sustainability of existing facilities.

The IPCB is supported by ring-fenced community building capital receipts.

The government's response to the Quirk Review, which promotes increased community
management and ownership of local community assets, is likely to shape the delivery of the
service and the property portfolio in the coming years.

A corporate protocol aimed at establishing a clear process for considering community asset
transfer proposals has been drafted. This aims to maximise benefits to all parties whilst
minimising risks and will be updated as further guidance and advice is issued by central
government. It also seeks to ensure that decisions are linked to corporate business processes
and form part of a more strategic approach to asset management.
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Bids have been submitted to the Community Assets Fund, administered by the Big Lottery
Fund, to secure funding to refurbish the Stephenson Building and Byker Community Centre and
facilitate transfer of the assets to third sector organisations. We will hear by the end of March
2008 whether these applications have been successful.

Central government has also set up a demonstration programme working with selected local
authorities to develop models of effective partnership with community sector organisations.
Local authorities receive targeted support, advice and consultancy to facilitate asset transfer
projects and to develop an asset transfer policy. We have been selected to take part in a 2™
round of the “Advancing Assets Programme” and meetings have been scheduled for March
2008 with the Development Trusts association (DTA) to scope the project.

The portfolio identifies a capital investment need of £0.94m for the demolition and rebuild of
Ouseburn Community Centre. The scheme will include two main elements: the construction of
a children’s centre, funded from the Children’s Centre and Extended Schools budget, plus a
capital contribution from Leisure Services; the second element involves the construction of an
East Wing for additional community services, a CRP funding bid was submitted for £400k as
part of the 2007/08 CRP bidding process for this element which has now been approved. The
improvements will permit significant expansion of existing community services and will also
support planned improvements to City Stadium. A community café with the option for social
enterprise is included in the scheme and the working partnership with Hotspur Primary School
will be strengthened. The scheme is an excellent example of cohesive working between
services and with the community which will improve service delivery and the sustainability of the
centre.

Policy Development and Co-ordination

There are no capital proposals for this portfolio.

Resources

The Resources Portfolio has responsibilities relating to the Council’'s property portfolio and
strategic asset management. Capital investment proposals include:

o Central Office Accommodation Portfolio: comprises the Civic Centre, Shieldfield, Scottish
Life House, Jesmond Road and Great North Road, Allendale Rd, Cypress Avenue, YHN
House and Springfield. The Central Office Accommodation Strategy was approved in
2004 and proposed the delivery of capital receipts and revenue savings through the
rationalisation of the Portfolio by achieving more effective use of space. The capital
investment needs over the next 5 years are £4.2m; which will be funded from the
obtained capital receipts. (This is discussed further within Cross Cutting Strategies);

o Vehicle replacement programme £3m year on year;
o Disabled Access Fund: £0.6m year on yeatr,
o0 Good Stewardship Fund resources of £0.5m year on year.
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Transformation, Modernisation and Regulation

One of the key drivers in this portfolio is the Customer Service Strategy. The Vision is to offer
face-to-face access to council and other public services ‘under one roof within the local
community. When all CSC’s are completed 91.3% of the Newcastle population will live within
1.5 miles of a Centre.

There are four primary CSCs now open. The two remaining are Benwell and Byker. Gosforth
was completed in December 2007, with Benwell and Byker scheduled for completion by
November 2008. The two remaining schemes are being delivered through the LIFT partnership
and the capital investment is £4.3m.

The City Service Transformation Programme comes to an end in March 2008. The Technical
Refresh Programme will continue as it is a rolling programme of IT replacement, the capital
investment need identified being £4.7m.
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CROSS CUTTING ISSUES

This section outlines the Council’s approach to management of the current property portfolio in
addressing such underlying issues as condition, sustainability and accessibility. Further details
of the Council’s approach to these requirements are set out in the Corporate Asset Policy.

Property assets are essential to the Council’s functions and their best use and management are
crucial in the delivery of efficient and effective services. Like most authorities, however, we
currently have an asset portfolio that does not meet our needs — some buildings are unsuitable,
inaccessible and in poor condition. In addition, changes in the ways that people expect to deal
with the Council will give rise to different requirements in the future.

Asset provision will therefore need to be significantly re-thought, with the status quo not being a
sustainable position if we are to continue to improve our services and people’s access to them.
Effective asset management provides an opportunity to address these issues, making better use
of facilities and enabling a reduction or rationalisation in the number of locations from which
services are provided without limiting the scope for service provision and improvement. The
consideration of alternative asset management vehicles and ownership models, including
community ownership, has the potential to enable the sorts of benefits outlined above while
reducing management costs for the Council and promoting community cohesion and democratic
renewal.

Area asset management planning helps identify the Council’s key property assets in terms of
location, fitness for purpose and utilisation, and the assets of our key partners. It enables us to
address the requirements of strategies such as the Regeneration and Housing Strategies
together with our partners by helping make sure that publicly owned buildings and land are fully
and effectively used to support all services to the area. It allows us to make sure that the
Council does not continue to maintain expensive and under-used buildings, and will help us
deliver more joined up services from fewer but higher quality and more accessible locations.

Area asset management planning considers the likely future location of service delivery points in
each area, exploiting location, funding, partnership and technology opportunities. It identifies
how property assets can support regeneration plans/projects and enables the best future use of
any surplus properties to be determined. Links to the Regeneration Strategy have been
strengthened — overlaying information on planned developments to assess their impacts in
terms of Council service delivery (e.g. school provision and other community facilities). A
process for area asset management planning sessions with partner organisations has been
established and will be further developed to include the property strategies of other agencies.

Four baseline area asset management plans have been drafted which include: the key drivers
for change from a corporate and service perspective; the high level property implications arising
for that part of the city; the property implications arising from the drivers for change on a
community/sub-area basis; the regeneration plans for each area and issues associated with
specific operational assets; and specific actions to address asset related issues.

Further work will focus on developing possible property scenarios to address issues arising from
area workshops and begin to make concrete progress on improving our assets, and on
developing an approach to community ownership and management of assets.
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This area based approach to the management and development of buildings, closely aligned to
the asset management strategies of our key partners, also supports the corporate
transformation programme. As well as contributing to the transformation of service delivery,
area asset management will enable the release of capital receipts as buildings are rationalised.
These receipts can be recycled into the transformation programme and the MTP more widely.

Investment needs to facilitate the process will be identified as proposals are further developed.

The Council has eight principal buildings within the central office accommodation portfolio
(COAP). These are Allendale Road, the Civic Centre, Cypress Avenue; Great North
Road/Jesmond Road, Scottish Life House, Shieldfield, the Springfield Centre and YHN House.
In addition to this, the Council has a significant number of staff in outlying community based
premises.

In October 2004 a number of key proposals were approved to progress the development of an
office accommodation strategy for the COAP. This is committed to the rationalisation of the
Council’s office accommodation portfolio. Specifically this involves the surrender of leasehold
interests and the achievement of revenue savings from Scottish Life House (SLH)
accommodation along with the sale of Great North Road/Jesmond Road premises.

Some rationalisation of the office accommodation estate has been delivered and space
standards have been established. However, it is clear that in the Council’s current position, to
achieve the next level of step-change within the COAP and broader office accommodation
estate, there will be a requirement for a more innovative approach across a number of areas,
including:

o Changes in Work Styles for office based staff, including opportunities like ‘*hot desking’
which will enable officers to be more community based

o Home Working
o Mobile Working

o Maximised Asset and Office Space Utilisation — adoption of space standards, increased
open hours, shared space

These measures all have the potential to more effectively use the Council’s asset base, improve
productivity and business processes and realise efficiency savings.

As well as achieving revenue savings and generating capital receipts which may be invested to
help achieve the Council’s priorities, these corporate initiatives have a range of other potential
benefits including:

o Making staff more visible to the community thereby improving access to services;
o Improved performance and therefore outcomes for customers;

o Increased productivity and reducing sickness absence; and

o Improved work life balance.
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A strategic and transformational approach is required to ensure that the potential benefits are
realised. Proposals are being developed to introduce such an approach as part of the
Corporate Transformation Programme.

Capital receipts from asset disposals and revenue savings from surrendered leasehold
accommodation will provide funding for the office accommodation strategy going forward.
Where buildings are retained in the portfolio capital receipts and saved revenues will be
considered for reinvestment to ensure the office portfolio is kept in a fit for purpose condition.
Where assets are disposed of there will also be cashable savings made through reduced
maintenance and ongoing running costs.

Such an approach will significantly contribute to the delivery of the Council's Strategic Asset
Management Plan.

Investment needs to facilitate the process will be identified as proposals are further developed.

The Council’s Repairs and Maintenance Strategy was approved by Executive in June 2006.
The document sets out best practice procedures for managing required maintenance and an
action plan with the aim of reducing the Council’'s maintenance requirements. The actions have
now been implemented and an updated plan was agreed by BMG Capital Sub Group in June
2007.

The full impact of the Repairs & Maintenance Strategy will be seen over the coming years as the
effects of the actions taken are realised and the rolling programme of condition surveys are
undertaken.

The key actions and principles of the Repairs & Maintenance Strategy are set out in the
Corporate Asset Policy (see Appendix 1).

Condition

The condition of the Council’s portfolio is assessed through a 5 year rolling programme of
condition surveys carried out for all operational assets and for non-operational assets where the
Council has a retained repair and maintenance liability.

The definitions of condition categories are as follows:
A Good - performing as intended and operating efficiently.
B Satisfactory — performing as intended but showing minor deterioration.
C Poor — showing major defects and/or not operating as intended.
D Bad - life expired and/or serious risk of imminent failure.

Priority definitions are as follows:

1. Urgent work that will prevent immediate closure of premises and/or address an
immediate high risk to the health and safety of occupants and/or remedy a serious
breach of legislation
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2. Essential work required within two years that will prevent serious deterioration of the
fabric or services and/or address a medium risk to the health and safety of occupants
and/or remedy a less serious breach of legislation

3. Desirable work required within three to five years that will prevent deterioration of the
fabric or services and/or address a low risk to the health and safety of occupants and/or
remedy a minor breach of legislation

4. Long term work required outside the five year planning period that will prevent
deterioration of the fabric or services

All works identified are rated by grade and priority to give an overall condition grade for each
property.
The overall condition of the authority’s portfolio shows that, as at March 2007, 81% of the

surveyed stock (excluding surplus property) is classified as either good or satisfactory. Only
one asset (0.2%) is classified as bad and the future of this building is currently being reviewed.

Level of Required Maintenance
The table below shows required maintenance across the property portfolio as at March 2007:
Table 4: Required Maintenance (March 2007)

Asset Category Priority 1 Priority 2 Priority 3 Total
Operational 701,317 44,995,107 53,486,101 99,182,525
Non-operational 115,838 4,565,110 4,244,151 8,925,099
Surplus Assets 24,949 3,756,880 3,108,672 6,890,501
Totals 842,104 53,317,097 60,838,924 114,998,125

The level of required maintenance figure reflects the full cost of items flowing from condition
surveys. The total required maintenance figure for priority levels 1 — 3 for the authority’s
properties is £115m.

The actual level of required maintenance for which resources are required is lower however,
when the following factors are taken into account:

0 £8.7m relates to Voluntary Aided Schools for which the Council does not have a strict
repairing obligation — these figures have to be included in returns to DfES but the
responsibility for maintenance rests with the Diocese.

0 A required maintenance total of £26.2m is recorded against assets which are subject to
ongoing PFI/BSF/LIFT proposals.

o Decoration figures for the non-schools estate are included within priority levels 1 — 3 but
schools and other organisations categorise decoration as priority 4. If reclassified this
would remove a total of approximately £8.7m from the required maintenance figures.
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o0 The Council will not address the £6.8m requirement linked to surplus assets — works will
only be undertaken to maintain a “wind and watertight” condition. The Protocol for the
Corporate Management of Surplus Assets was approved by BMG Capital Sub Group in
April 2007. As part of this protocol a self sustaining Security and Maintenance Float has
been established, initially funded through the Corporate Resource Pool and to be
replenished through capital receipts. The float will be used to ensure surplus property
does not incur additional required maintenance costs prior to its disposal.

o There are a number of asset related projects currently being developed and
implemented which will impact on the overall required maintenance figures. For
example:

Westgate Community College will close in 2008 — this will remove a required
maintenance liability of £2.65m.

Executive agreed in November 2006 to the demolition of Whitehouse Enterprise
Centre which will ultimately remove a required maintenance liability of £2.9m

BMG Capital Sub Group has agreed to the demolition of a number of surplus
assets with the associated removal of required maintenance liability. Examples
include: Chapel Park Middle School (£0.5m) and Walkerville Library (£54k).

If the figures relating to Voluntary Aided Schools, PFI/BSF/LIFT schemes, surplus assets and
decoration are excluded, then the total required maintenance figure is reduced by £50.4m to
£64.6m. This represents a reduction of £2.4m on the comparable figure reported in the original
Repairs and Maintenance Strategy (December 2005 figures).

It must be recognised that significant improvement in required maintenance levels can only be
achieved through major capital investment and the Council will continue to utilise all forms of
available funding, including the use of non-traditional delivery vehicles such as PFl and LIFT.

The Council established a Good Stewardship Block Fund in 2002 which provides corporate
funding for essential health and safety works, high priority capital repairs and renewals, energy
efficiency schemes and portfolio rationalisation issues.

The fund committed in 2007/08 was approximately £0.36m (£0.4m less carry over from
2006/07) and bids totalling approximately £2m were received. In addition to contributions to the
LAEF scheme (see below) and risk management resources the following allocations were
made:

0 Asbestos, legionella and fire risk management works: £0.068m
o General hazard and risk management works: £0.079m
o Building repairs: £0.15m

34



Energy Centre

Newecastle City Council’s Energy Centre, within the Neighbourhood Services’ Sustainability Unit,
is assisting in reducing the council’'s energy and water consumption and increasing its
renewable energy use. An Energy Strategy and Action Plan for the Council has been
developed, further details can be found using the following link: Energy Strategy

The Energy Centre has delivered a number of successful energy projects in Newcastle over
many years and has received Accreditation to the Energy Efficiency Scheme. The Energy
Efficiency Accreditation Scheme is the UK's only independent award recognising achievements
in reducing energy use by leading organisations in industry, commerce and the public sector.

Energy Financing (LAEF) Scheme

An “Invest to Save” fund has been established to cover energy efficiency projects utilising
funding that is available from the Carbon Trust. The scheme is subject to a range of conditions
but provides an opportunity to obtain external funding to facilitate energy efficiency schemes.

The fund provides loans to finance energy saving projects within the Council’s portfolio but
excludes domestic housing and transport projects which are covered by other Government
schemes.

By funding projects through energy saving loans, the energy cost savings from a given project
must be recycled into an ultimately self-sustaining fund. The objective therefore is to provide an
initial grant from the Carbon Trust that will kick-start an energy efficiency drive that will affect all
parts of the Local Authority’s estate.

Adoption of the scheme will require that the savings flowing from this “Invest to Save” project be
reinvested in further energy efficiency schemes. Central Office Accommodation Portfolio,
Neighbourhood Services and Your Homes Newcastle have all utilised the funding for energy
efficiency projects, such as lighting controls and energy efficient boilers, with £168,000
committed to date.

Carbon Management Plan

The City Council has an objective to meet the Government’s 2050 target on CO, emissions,
which is a reduction of 60% based on 1990 levels. In order to aid the achievement of this
objective the City Council signed up to the Local Authority Carbon Management Project
administered by the Carbon Trust and produced a Strategy and Implementation Plan (SIP). This
SIP identified the carbon emissions from the Authority’s core activities; electricity, gas and water
usage from buildings, electricity usage from street lighting, fleet transport, and business travel.
These emissions totalled 72,008 tonnes CO, The SIP further outlines the year-on-year
reduction required to meet the 2050 objective and sets out a range of policy and energy saving
projects over the next 5 years, further details can be found at
www.newcastle.gov.uk/core.nsf/a/carbonmanagementpro gramme

The council has made a £600,000 annual programme available to help fund carbon initiatives
funded from part of the dividends received from our shareholding in Newcastle Airport.
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Climate Change Strategy

The Climate Change Strategy highlights a prediction of the expected future climate of Newcastle
upon Tyne based on the most current national statistics. It confirms how climate change will
bring increased temperatures, changes to heating and cooling requirements, increased rainfall
and its intensity, reduced snowfall and cloud cover and how soil moisture and humidity will
change. The strategy has two main strands, firstly how the council is working to mitigate the
production of greenhouse gases which cause climate change, (primarily CO,) and secondly how
the City council is beginning to interpret the likely impacts of climate change and plan to adapt to
these.

At this stage, it is not possible to assess the timing or the value of capital investment that will be
required to achieve the aims of the strategy. The work streams that will identify these
investment requirements are beginning their work now and it is envisaged that plans will be
formulated in the next twelve months.

Disability Access Plan Statements (DAPS)

From October 2004, the final duty of the Disability Discrimination Act (DDA) came into force
which required local authorities to make “reasonable adjustments in relation to the physical
features of their premises to overcome physical barriers to access”. The DAPS process was
introduced to enable services to address these requirements and provide a co-ordinated
approach to a sustainable access programme.

The statements are being completed for all public access buildings and will identify and prioritise
access improvements, with timescales and resources identified and allocated to each task.
Where physical access improvements are not practicable, alternative methods of service
delivery will be identified, implemented and reviewed. A rolling programme has been put in
place to complete the statements and the plans will be monitored, reviewed and updated to
reflect progress. 49 DAPS have been completed for the operational portfolio to date.

Access Fund

Resources of £600k per annum have been allocated to the Access Fund from the Council’s
Corporate Resource Pool to 2008/09. Allocation of funding is based on priorities identified
through the DAPS process and risk assessments and is match funded by Directorates. Since
the last SCAMP 50 schemes have been allocated funding from the Access Fund.

In November 2007 Newcastle City Council launched DisabledGo — Newcastle, a free online
Access Guide which provides access information about 500 venues across the City. The guide
is being funded through the Access Fund and covers Council properties and other venues
across Newcastle, from restaurants to libraries and museums to retailers. There are two types
of access assessments included on the site: one provides comprehensive information with
accompanying pictures (Detailed Access Guide), whilst the other primarily includes symbols
(Key Access Review).

A smaller paper Access Brochure will also be produced as part of this initiative, potentially in
partnership with Gateshead Council who are looking to develop their own access guide with
DisabledGo by the end of 2008. The information provided within the guide helps to enable
disabled people who live in and visit the City to make informed choices about Newcastle’s
facilities and go out and about in the city with confidence.
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The website address for DisabledGo is www.DisabledGo.info.

Performance measurement is being used to describe and evaluate how the Council’'s asset
base contributes to the achievement of corporate objectives.

The need to ensure that the council’s property portfolio is being used effectively is recognised
under the council’s Performance Management Framework. Accordingly, the Council's SCAMP
is formally submitted to the Council's Executive as a means of updating Members on property
portfolio issues, investment needs, development of the capital programme and the processes by
which assets are deployed and utilised.

Further accountability for performance is available through performance indicators contained
within the relevant Portfolio Plans.

The Performance Management Framework also provides for accountability downwards. This is
achieved through linking the needs and actions identified though the service asset management
planning process to the relevant Service Plans. These form the basis for filtering actions into
appraisals for individual officers.

The Council intends to improve the performance of its assets through:

o The use of National and Performance Indicators which can be benchmarked against
comparable authorities’ portfolios (see Corporate Asset Policy at Appendix 1);

o Suitability surveys to measure the fitness for purpose of assets; and

o The development of strong links to service planning through the council’'s corporate
policy, planning and performance management frameworks.

The Newcastle Project Management Framework includes provision for post project review and
benefits realisation and management.

Identifying potential benefits and planning how they will be measured and assessed helps to
determine which projects contribute most to delivering strategic objectives. This helps to avoid
assigning resources to a project that is not going to deliver the required benefits. It also helps to
ensure that the outcomes and outputs of a programme and project are successfully delivered.

In capital investment and asset management terms this will help to:
0 ensure that the capital programme is being targeted at priority objectives
o evaluate asset use in relation to corporate objectives

The Audit Commission’s Capital Management Audit Report of July 2006 made a number of
recommendations regarding the development of performance indicators to monitor operational
and financial activity on the capital programme.

A set of Pls covering both operational and financial activity was subsequently agreed by BMG
Capital Sub Group for the 2007/08 capital programme. These Pls will not cover the entire
capital programme but will be focused on larger schemes. The Pls have been incorporated into
the Council’s capital database and will be reported to BMG Capital Sub-Group on a quarterly
basis.
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The Pls are as follows:
Financial

0 % of capital spend per quarter

0 % of capital funding lost due to delay in projects
Operational

0 % of projects started on time

0 % of projects completed on time

The Corporate Asset Policy (see Appendix 1) sets out strategic property objectives and the
range of performance measures that have been defined in relation to asset management. This
includes measures included on the Resources Portfolio Balanced Scorecard, as monitored by
the Resources Portfolio Group.
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METHODOLOGY

The most comprehensive guidance on capital strategies and asset management plans was
issued by the former Office of the Deputy Prime Minister (ODPM) in 2003.

It does not prescribe a specific format for either document but states that “the capital strategy
should describe how the deployment of capital resources contributes to the achievement of these
goals. A coherent, well-expressed, and well-understood capital strategy is vital to ensure that
assets — and the resources tied up in them — are efficiently and effectively used.”

In addition, “the asset management plan is the corporate document detailing existing asset
management arrangements and outcomes and planned action to improve corporate asset use”.

The SCAMP seeks to fulfil both of these purposes. In summary, it:

o outlines the Council’'s approach to identifying and prioritising its capital investment and
asset management resource requirements on a rolling five-year basis;

0 sets out the framework within which the Council's capital spending programme is
developed and managed; and

o describes the processes by which existing assets are deployed and utilised.

Maximising the effectiveness of the above processes is vital if the Council is to realise its
aspirations for the city and the communities it serves, as well as achieve excellent value for
money.

As shown in Table 1: Capital Expenditure by Region (above), Newcastle City Council’s capital
spending programme has increased by 95% over the last five years.

However, despite this significant increase, there are still insufficient resources with which to do
everything it wants to do. It is therefore vital that the Council prioritises its scarce resources
effectively and achieves value for money from its assets.

A five year profile of capital investment across the Council from 2008/09 to 2012/13 shows an
investment requirement of £223m (see Table 5: Capital Investment Needs and Resources -
Options Section below).

The SCAMP is therefore a critical document for the Council as it sets out the processes by which
new capital spending is planned and implemented, and value for money is achieved from its
historical capital spending.
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Fundamentally, the Council’'s capital investment and asset management resource requirements
are driven by the Council’'s overall aims and ambitions for the city and the communities it serves.
This is set out in the Council’s vision, which is:

“We want to create a vibrant, inclusive, safe, susta  inable and modern European city. We

will;

o

Build on the heritage, cultural and economic streng ths of Newcastle and the sense
of identity and civic pride of our people;

Build and support safe and clean neighbourhoods and communities while
managing the environment effectively and sustainabl y; and

Improve the quality of life for all people and comm unities in Newcastle and play a
leading role in the sustainable growth and prosperi ty of the region.”

This vision is expressed in more detail through the following high-level objectives set out in the
Corporate Plan to:

o

Build and support safe and clean neighbourhoods and communities while managing local
environments effectively and sustainably;

Work to improve all housing, health and well-being across the city, promote inclusion and
equality and seek to help those individuals and communities most in need;

Improve educational attainment and support all citizens to fulfil their aspirations and
potential, encourage everyone to learn, develop skills and build self-esteem. Ensure
excellent outcomes for children and young people that encompass good health, safety,
achievement and economic wellbeing;

Create an improved quality of life by working with people and partners, devolving
decision-making and empowering individuals and communities to contribute and influence
services;

Encourage enterprise, investment, innovation and jobs through a welcoming, forward
looking and positive approach and by building a positive relationship with business and
with Europe;

Create an attractive city for people today and tomorrow, with a welcoming natural and built
environment and an accessible transport system; and

Provide services that are accessible and of consistently good quality, with an emphasis on
their effective and efficient delivery, and on value for money, while keeping council tax as
low as possible.

These objectives help to inform our approach and provide a framework for agreeing our
priorities. The following priorities have been identified by elected members as the primary
concerns of our partners and local residents and therefore the main areas for attention and focus
for the Council:
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Priority Areas
o Improving the health, well-being and independence of adults and older people;
Improving the lives of children and young people;
Building a stronger community;
Safer communities;
Fairer communities;
Cleaner communities;
Ensuring good quality environments; and

O O 0O O o o o

Greener communities.

These priorities have been used in the allocation and approval of the Corporate Resource Pool'
as well as the Council’'s Medium Term Planning process.

There are also priority areas relating to improving the Council:

Improving the Council

Improving value for | - lowering the relative level of Council Tax
money . , - .
improving efficiency and reducing costs
Improving - allocating resources in line with priorities
performance and . . . ,
- improving performance of all services to meet users
capacity
needs
achieving high levels of customer satisfaction
Fairer - ensuring all services and activities reflect the diverse
nature of the city
Ensuring the - delivering a strong training programme focussed on our
workforce is fit-for- priorities
purpose

ensuring workforce succession, management training and
staff support are in place and operating effectively.

In addition to the wider national and regional strategies, there are a number of key local plans
and strategies that drive our corporate approach:

" Corporate Resource Pool (CRP) is a City Council fund, created principally from unused
capital receipts and contributions from revenue, to provide an additional funding stream to
help meet local priorities in relation to capital at both Corporate and Service Directorate
level.
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0]

o

Newcastle‘s Sustainable Community Strategy and Local Area Agreement (LAA);
Regeneration Strategy;
Newcastle Plan for Children and Young People;

Everyone’s Tomorrow — the Strategy for Older People and an Ageing Population in
Newcastle City Council;

Local Development Framework;
Medium Term Plan (MTP);
Corporate Improvement Plan; and

The emerging NewcastleGateshead Economic Masterplan.

The Regeneration Strategy in particular looks forward to 2021 and sets out a picture of how the
city will look at that time. It includes six major challenges:

1.
2.
3.
4.
5.
6.

Strengthening the economy;
Improving transport connectivity;
Providing the right choice of homes;
Transforming education and skills;
Ensuring wellbeing and health; and

Promoting inclusion and social cohesion.

The Regeneration Strategy describes its desired outcomes as follows:

“We see Newcastle’s future as an international city, competing with cities across Europe to
attract people and investment. This is not simply an aspiration. Newcastle already has a number
of assets and characteristics of international significance — and the challenge is to exploit and
develop these for the benefit of the city’s people as well as the wider region and nation. We now
have a much better understanding of the factors common to the most successful cities across
Europe and will work to create these conditions in Newcastle:

0]
o
0]

a growing population — attracting a diverse mix of people to live and work in the city;
economic diversity — with a mix of large and small companies in a wide range of sectors;

a skilled workforce — a well-educated and trained population, and prominent higher
education institutions;

strong connections - the capacity to move people into, out of and around the city quickly
and efficiently, coupled with the ability to attract new residents and businesses;

bold, visible leadership — the capacity to implement long-term strategies to strengthen
city competitiveness;

42



0 innovation - continuous implementation of ambitious changes across the city, in both the
public, private and third sectors; and

0 quality of life — distinctive environment and communities, attractive places to live and an
openness to new cultures and ways of thinking.’

The Council’s vision as expressed through the Regeneration Strategy and Corporate Plan drives
the identification and prioritisation of the Council’s capital spending requirements. Other factors
which are taken into account will include:

Area asset management planning, which aims to take a holistic view of public sector asset
use across a specific locality with a view to eliminating duplication and inefficiency;

Repairs and Maintenance Strategy, which aims to set out the best practice processes for the
repairs and maintenance of property assets;

Suitability and energy efficiency issues; and

Service asset management planning, which aims to identify and prioritise capital investment
and asset management resource requirements at a service area level.

These drivers are shown in the following schematic:
Diagram 1: Drivers of the Council’s Capital Spendin g Requirements

T T U 1T

High level resource requirements stretching a five-year period are informed from the annual
refresh of the Corporate Plan, Council’'s Regeneration Strategy and Service Plans. This high-
level assessment is used primarily to identify the difference between the Council’s resource
requirements and the available resources. This is used to inform the Council's approach to
maximising external funding.
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In the first instance, Directorate programme boards undertake an initial prioritisation of potential
capital projects based on the completion of a Project Appraisal Form (PAF). The PAF is the
means by which project officers record their assessment of the following items:

o

O O O O

o

Reason for undertaking the project (outcomes to be achieved and benefits to be realised);
Dependencies and risks;

Impact if the project is not approved,;

Fit with Directorate strategic objectives;

Resource requirements; and

Different delivery and funding options.

This process is shown in the schematic below:

Diagram 2: Project Appraisal Process at Service Dir  ectorate Level

Project identified and agreed
by directorate programme board

) 4

PAF completed
by project officer

4

Project scored and ranked
by directorate Capital Coordinator

) 4

Prioritised projects agreed
by directorate programme board

The next step in the process is determined by the resources which will be used to implement the
project. If the resources to be used are controlled by the Directorate (e.g. supported borrowing,
specific grant or Directorate revenue contribution), then the next step is to submit the prioritised
list of funded projects to BMG Capital Sub Group and then through the Member challenge
process.

If the resources to implement the project have not been identified, or are outside the control of
the Directorate (e.g. capital receipts or prudential borrowing), then the next step is to submit the
prioritised list of projects, firstly to the City Treasurer for evaluation and secondly to the BMG
Capital Sub-Group and Executive for review and sign-off.

This is shown in the schematic overleaf:
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Diagram 3: Project Approval Process

Project identified and agreed
by directorate programme board
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MTP Challenge
v
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v
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Completing a PAF is a vital part of the process, and must be undertaken for all capital projects
regardless of the source of funding to be used. As well as documenting the project officer’s initial
assessment of the risks faced by the Council from undertaking the project, it enables the Council
to comply with best practice as defined by the Audit Commission in its Use of Resources
assessment:

“There are project appraisals, business plans and af  fordability tests for new
policy and capital developments ”

To reinforce this requirement, all delegated decisions to incur capital expenditure must have a
completed and approved PAF attached otherwise they will not be signed-off by the City
Treasurer.

The PAF also provides a means of post project evaluation whereby outcomes identified at the
beginning of a project can be measured when the project has been completed to ensure that
objectives have been met.

As mentioned above, an annual bidding round is held to allocate directorate and corporate
resources to prioritised capital projects. Bids to use Directorate-controlled resources may be
dealt with by Directorate programme boards on an ad hoc basis during the year, subject to the
completion of a PAF. However, bids to use other capital resources will only be considered
outside of the annual bidding round if the City Treasurer and BMG Capital Sub-Group are
satisfied that the project could not have been progressed when the annual bidding round was
held.
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Any bids that are accepted are evaluated by the City Treasurer and reviewed and signed-off by
the BMG Capital Sub-Group. Any changes to the planned capital spend for the year are then
submitted to Members for approval as part of the regular Financial Issues report.

In line with many other local authorities, the Council’s identified resource needs usually exceed
available resources, which means that as well as effectively prioritising resource needs, a
proactive approach to maximising resources is essential.

The Council’'s programme of capital spend for 2006/07 totalled £191.2m. The funding for this
was broken down as follows:

0 ALMO

4%1%

O Revenue Contributions

0
8% 28% O Capital Grants and

Contributions
O Prudential Borrowing

15% B Supported Borrowing

B Pathfinder
19% O Capital Receipts

19%
W Balance Sheet Provision

ALMO: Arms Length Management Organisation - funding for Decent Homes

The Council's approach to maximising the above sources of funding is described in the following
paragraphs.

Supported Borrowing

The government issues borrowing approvals to local authorities across a number of service
areas, which are known as Supported Capital Expenditure (Revenue) or SCE(R) approvals. The
cost of this borrowing is supported by the government through formula grant and, in the case of
the Housing Revenue Account, housing subsidy grant. Most SCE(R) approvals are distributed
on the basis of need, however, in certain cases, the government invites local authorities to bid for
these resources. Once issued by the government, SCE(R) approvals are controlled by
directorates, and may be used by them in accordance with the process set out in Diagram 2.

Unsupported or Prudential Borrowing

Since 2004/05 the Council has been able to borrow without specific government approval subject
to a prudent assessment of affordability, which is reflected in a range of prudential indicators the
Council is required to set each year. This has created significant additional flexibility for the
Council to undertake capital projects which in the past it would not have been able to undertake
due to insufficient borrowing approvals, and to use borrowing where it is more cost-effective. So,
the Council is now able to decide whether to use certain revenue resources to fund the revenue
cost of capital investment or to fund more direct service delivery (e.g. staff).
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The Council has taken full advantage of this funding flexibility, just a few examples of the use of
these powers include: The acquisition of the Sage Office for the YHN Headquarters; £6m of
highway and footpath investment; our share of the cost of acquiring the Newcastle Brewery Site;
and our share of investment in Eldon Square Shopping Centre redevelopment.

The revenue costs of prudential borrowing comprise the external interest charges arising from
taking out a loan (either with the Public Works Loans Board or a commercial lender) and the
notional minimum revenue provision. The purpose of the minimum revenue provision is to set
aside sufficient resources with which to repay the loan at the end of the asset’s useful economic
life. In the case of short-lived assets funded by prudential borrowing, such as IT and
plant/equipment, this could be 3-5 years. In the case of longer-term assets, such as land and
buildings, the repayment period may be up to 25 years. The City Treasurer is required to ensure
that the revenue costs of prudential borrowing are met from one or more of the following sources:

0 An existing revenue budget;
o Future efficiency savings to be achieved as a result of the capital project; and/or
o Additional income to be generated as a result of the capital project.

In order to evaluate all requests to utilise prudential borrowing, a PAF must be completed and
submitted to the City Treasurer for review. If this demonstrates that a sound business case
exists, the City Treasurer will submit the PAF to the BMG Capital Sub-Group for review and sign-
off in line with the process set out in Diagram 3.

Capital Receipts
A capital receipt is the money received from the sale of a capital asset.

Generally it is expected that land should be sold for the best consideration which can be
reasonably obtained. However, under the terms of the General Disposal Consent (England)
2003 issued by the Office of the Deputy Prime Minister, a Council may (but is not obliged to)
dispose of land for less than the best consideration which can reasonably be obtained if the
Council considers that the purposes for which the land is to be disposed are likely to
contribute to the achievement of any one or more of the following objectives in respect of the
whole or any part of its area, or of all or any persons resident or present in its area:

a. the promotion or improvement of economic well-being;
b. the promotion or improvement of social well-being; or
c. the promotion or improvement of environmental well-being.

Within the Council, the Head of Property Services has responsibility for disposing of surplus
property assets. The Head of Property Services maintains a register of surplus assets with an
estimate of projected capital receipts, which is broken down into four categories:

0 A —negotiations completed / guaranteed capital receipt / alternative Council use;
o B - under offer/negotiating;

0o C - on the market; and

o D - under investigation
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Projected capital receipts within categories A and B are included within the City Treasurer’s
assumptions about resources that will be available via the Corporate Resource Pool and which
are allocated to prioritised projects in line with the process set out in Diagrams 2 and 3.

The Council's agreed capital receipts policy, as set out in the Protocol for Capital Receipts,
states that:

“Useable capital receipts from the disposal of assets are allocated initially 100% to the Corporate
Resource Pool for allocation in line with corporate policies. Any exceptions will be justified on a
case by case basis”

The key objectives of the Protocol for Capital Receipts are to ensure that:
o All proposals to generate or utilise capital receipts are fully appraised and approved; and

o All capital receipts are allocated on a transparent basis to schemes which help the Council
achieve its objectives.

The key principles of the Protocol are:

o Capital receipts are a corporate resource and decisions to allocate capital receipts to
particular capital schemes will be taken at a corporate level and not by individual
directorates;

0 Any project or scheme which proposes to use property assets as an input in lieu of a
capital contribution or in return for some other benefit shall be classed as generating a
“deemed capital receipt” and shall fall within the scope of the protocol; and

o All proposals to use capital receipts must be considered by BMG Capital Sub Group prior
to any reporting to Executive.

The Council has historically agreed to ring-fence certain capital receipts for specific purposes.
More recently, Executive agreed to ring-fence all capital receipts within specific geographical
areas in order to support area-based regeneration projects such as Walker Riverside.

The City Treasurer maintains the authoritative list of all ring-fenced capital receipts. Any further
proposals to ring-fence capital receipts should be discussed initially with the City Treasurer, and
then submitted to BMG Capital Sub-Group for review and sign-off, prior to being submitted to
Executive for approval.

The Council part-owns a number of major strategic assets in conjunction with major private
sector partners (e.g. Eldon Square and Newcastle airport shareholding). Due to the significance
of these assets both in terms of the city-region and sub-regional economy, and also in terms of
the Council’'s revenue budget, any decisions regarding the Council’'s shareholding in these
assets will be subject to a separate decision-making process.

External capital grants and contributions (includin g section 106 funding)

The Council receives a variety of external grants and contributions from third parties (including
s106 contributions from developers) to fund capital projects. Most external grants are distributed
on the basis of need, however, in certain cases, the government invites local authorities to bid for
these resources. Contributions tend to be received on a more ad hoc basis. Once received,
grants and contributions are controlled by directorates, and may be used by them in accordance
with the process set out in Diagrams 2 and 3 (above).
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When bidding for external grant funding, project officers must complete a PAF which, following
review and sign-off by the Capital Coordinator and approval by the Directorate Programme
Board, should be discussed with the City Treasurer and then submitted to BMG Capital Sub-
Group for final review and sign-off.

PFI/BSF

The Council has, in the past, actively sought additional funding through the government’s Private
Finance Initiative (PFI) and Building Schools for the Future (BSF) programme. To date, major
contracts have been agreed to:

o refurbish/rebuild six primary and secondary schools with an estimated total capital value
of £42.9m;

o refurbish/rebuild a further 16 primary and secondary schools with an estimated total
capital value of £246.3m (including IT investment);

o rebuild the central library and a community library with an estimated total capital value of
£23.3m; and

0 replace and maintain all street lighting columns jointly with North Tyneside Council with an
estimated total capital value of £22.4m.

LIFT

Local Improvement Finance Trusts (LIFT) are an additional procurement approach for local
authorities in conjunction with health bodies, which sit alongside PFI, and act as a vehicle for
developing new and refurbished health and social care facilities and co-locating local authority
services alongside local health services.

The Council entered into a 25 year contract with Newcastle North Tyneside Lift Company Ltd
(Tranche 1) for the provision of Customer Service Centres (CSC) and office accommodation at
Kenton and Walker with an estimated total capital value of £2.6m. Further customer service
centres are at Gosforth (opened December 2007 - total capital value £2.8m) and Benwell and
Byker (due to complete in late 2008 - estimated total capital value of £4.3m).

Other (including LABVS)

The Council, in common with many other authorities, is now looking at more innovative sources
of financing our plans. We realise that we must consider new approaches to the interaction of
public and private finance/resources, and recent Government policy has encouraged councils in
this direction. We will seriously examine mechanisms such as Increment Financing,
Supplementary Business Rates and Asset Backed Vehicles. The latter mechanism is already
being taken forward in Scotswood. We realise that these different mechanisms may be
applicable in different circumstances, and in some cases will need the active participation of
Central Government.

We have paid particular attention to the LABV model. Over the course of the last 12 months the
Council, has been investigating the potential of local asset-backed vehicles (LABVsS) as a means
of generating resources to invest in area-based regeneration schemes. In general terms, LABVs
are a special purpose vehicle formed by a local authority in conjunction with a private sector
partner, which uses the assets transferred from the local authority together with a matching cash
contribution from the private sector partner to invest in commercial and non-commercial schemes
to regenerate specific areas.

49



LABVs are variable in scope, remit and structure but they are seen by central government as a
way of unlocking additional private investment in public regeneration projects.

The scope for a LABV to succeed in a given case depends upon the regeneration objectives, the
property assets that can be included and the availability of other sources of capital available to
the authority. The Council is still considering the merits of this approach. In considering the
merits of a LABV approach to specific projects in Newcastle, there are a number of factors that
must be established:

o Clarity of focus on the benefits to be delivered, on funding assumptions and the value of
property assets to ensure that profits come from true value added by the developer, not
from under-valuation of the assets;

o Consideration of projects and sites in relation to our objectives and priorities as set out in
the SCAMP and other strategies; and

o Comparison of the benefits of LABV in securing investment against evidence of what can
be achieved by other means (e.g. prudential borrowing)

We will bring forward detailed option appraisals for the differing models under consideration over
the course of this plan, and they will be the subject of discussion with partners and Government.

Robust and consistent governance arrangements are essential if the Council is to maximise the
effectiveness of its capital investment and asset management processes.

In line with the Newcastle Charter, City Council agrees the planned capital spend for the year
and the related prudential indicators, and Executive agrees any in-year changes to the capital
programme through the monthly financial issues report submitted by the City Treasurer.

At an officer level, the BMG Capital Sub-Group is responsible for:

o Overseeing the development and management of the overall capital programme, with
particular emphasis on the allocation of corporate resources;

o Reviewing and signing-off all Executive reports which have capital spending or capital
resource implications (e.g. proposals to utilise prudential borrowing, ring-fence capital
receipts and bid for external funding) prior to Member approval being sought; and

0 Asset decisions — decisions on acquisition and future use of surplus assets.

BMG Capital Sub-Group meets monthly and is timed to fit into the existing officer and Member
approval process for Executive reports. It is chaired by the Deputy Chief Executive and consists
of the following individuals:

o City Treasurer,

Assistant City Treasurer;

Principal Account (Capital Investment);
Head of Property Services;

Corporate Asset Manager;

Directorate Capital Co-ordinators; and

O O O O o o

Principal Accountants.
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Directorate programme boards are responsible for:
o Overseeing the development and management of directorate capital programmes;
0 Reviewing and signing-off any changes to directorate capital programmes; and

o Reviewing and signing-off all reports to Executive which have capital spending or capital
resource implications.

Capital Co-ordinators are responsible for reviewing all PAFs that are completed by project
officers prior to review and sign-off by directorate programme boards, and should attend BMG
Capital Sub-Group to be able to feedback on proposals which specifically affect the directorate.

Officers from the Capital Investment And Treasury Management team in City Treasurer’s and the
Strategic Asset Management team in Corporate Business Management support the above
processes. In particular, the Capital Investment team is responsible for:

o Producing the capital programme and prudential indicators for approval by City Council;

o Co-ordinating the monthly financial issues report and the annual outturn report for
approval by Executive;

o Administering the Corporate Resource Pool;
o Evaluating PAFs completed by project officers for Corporate Resource Pool bids, and
o0 Reviewing and approving delegated decisions.

The Head of Property Services is responsible for negotiating the acquisition and disposal of all
assets, maintaining the Council’s fixed asset register, and maintaining an up-to-date list of
estimated capital receipts from the disposal of surplus assets.

Further details of asset management planning procedures, protocols and governance
arrangements are set out in the Corporate Asset Policy which is attached as Appendix 1.
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FUTURE CAPITAL INVESTMENT

Newcastle City Council will continue to prioritise its capital spending in line with its corporate
priorities. Best working practices will continue to be implemented so that capital projects are
managed and monitored to ensure they represent good value for money and deliver outputs that
meet the corporate objectives.

New and innovative ways will be investigated to increase capital financing and meet the
investment requirement identified over the next five years. It will also involve maintaining the
good working relationships we have with our various partners.

The Resource Context

Budget proposals for 2008/09 take into account spending pressures, available resources,
national government guidance as well as the priorities of the Liberal Democrat administration of
the Council and the results of consultation with citizens about the priorities of the Council.

Budget realignment proposals also include proposals to address performance issues via a range
of means including benchmarking and the use of the Council’'s procurement review programme
to address issues of below average performance or above average costs.

The Council seeks to improve the services that it provides, to offer good value for money and to
be recognised as an Excellent Council.

The revenue budget over the next three years continues to be challenging, with cost and service
pressures exceeding available resources. The budget includes significant efficiency savings and
reductions in service costs. This focus allows the Council to protect existing high priority front
line service activity and provide additional funding to develop and improve those services. The
prospects for increasing capital resources are good, which should deliver a continuing increase
in capital investment.

Revenue Budget

The net revenue budget for 2008/09 is £262.4m. The budget is set in the context of achieving
efficiency and other cost savings, improving performance, realigning resources to priorities and
delivering better value for money with a below inflation Council Tax increase of 3.7% (before
precepts).

The budget proposals reflect the priorities of the Council, including the regeneration of the city in
its broadest sense, and take into account significant spending pressures and available
resources.

Capital Investment
Newcastle City Council’s capital expenditure for 2006/07 was £191m.

Newcastle City Council’s current capital programme for 2007/08 as per February 2008 Financial
Issues is £207m.

In 2007/08 Directorates have revisited the capital investment needs from the 2005 Capital
Strategy to fully quantify the funding required to deliver Corporate objectives over the following
five years 2008/09 to 2012/13. Capital investment needs identified through this process exceed
£1.7bn, with resources identified of £1.4bn.

The table below shows the outcome of this work analysed by portfolio with a further breakdown
of Regeneration, Planning and Transport Portfolio.
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Table 5: Capital Investment Needs & Resources

Identified Investment
Portfolio Needs Resources requirements
£000 £000 £000

Adult Social Services and Health 7,584 4,064 3,520
Children and Young People 243,348 238,360 4,988
Culture, Heritage, Libraries and Sport 60,679 39,280 21,399
Environment and Sustainability 11,103 8,453 2,650
Neighbourhood Management and Community 2,935 2,487 448
Policy Development and Co-ordination 0 0 0
Regeneration, Planning and Transport 1,298,932 1,117,948 180,984
Resources 69,454 61,044 8,410
Transformation, Modernisation and Regulation 10,423 10,163 260
Total 1,704,458 1,481,799 222,659

Regeneration, Planning and Transport Identified Investment

Needs .
£000 £000 £000

Strategic Housing Led Regeneration 674,341 658,776 15,565

YHN Housing 326,724 326,724 0

Economic Led Regeneration 250,420 86,337 164,083

Transport Led Regeneration 45,960 44,925 1,035

Other 1,487 1,186 301

Total 1,298,932 1,117,948 180,984

The following table shows the breakdown of resources already secured to meet the £1.7b
investment need and the remaining funding requirement.

Table 6: Investment Requirement Analysis

£000 £000
Capital investment need identified over 5yr period 2008-2013 1,704,458
Approved capital programme for 3yr period 2008-2011 591,172
Unallocated block funds relating to 2yr period 2011/12 — 2012/13 807,672
Capital schemes funded through PFI 82,955
Investment requirement (still to be secured) 222,659
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All capital schemes identified in quantifying the 5 year capital investment need will be subjected
to the Council’s capital appraisal framework and will be appraised in line with the Council’'s
corporate objectives.

Investment requirements

Regeneration, Planning and Transportation portfolio show the largest element of capital
investment still required, £180m, of which £40m relates to the Convention Centre and
£120m in connection with Science City.

The Council is working with its partners to secure the funding gap with private sector
funding and public funding contributions from other bodies. As part of the funding mix the
Council will need to consider its contribution in terms of land holding or future
contributions from the Corporate Resource Pool or the use of its prudential borrowing
powers where it is appropriate to do so.

Culture, Heritage, Library and Sport Portfolio reflects the second largest funding
requirement, of £21.6m. The majority of this investment requirement relates to the
potential extension to the Laing Art Gallery £13.5m and the Heart of the City proposals
around the Castle Keep and St Nicholas Cathedral £7.1m. Both of these will need to be
subject to successful bids for national grant contributions before they can apply for an
element of match funding from Council resources.

Within the £222m balance of investment required are capital schemes put forward for
consideration as part of the Corporate Resource Pool bidding process. The value of
these schemes total £6.7m. Of the original £10m available to bid for £3.17m has been
approved with an additional £2.3m put forward for approval in March 2008. Some of the
schemes already approved are:

o Stephenson Building £152k

o Private Housing Disabled Facilities Grant £1.2m
o Jesmond Old Cemetery Wall £350k

0 Ouseburn Community Centre £350k

The Council will continue to seek to bridge investment requirements by securing external funding
from the Government and its Agencies, though bids for capital grants and PFI credits (e.g. for
Highway works), through securing private sector finance for major regeneration schemes and
maximising the sale of surplus assets to maximise resources available through the Corporate
Resource pool. The Council will also continue to use its prudential borrowing powers where it is
appropriate to do so.

As in previous years, the Council would expect to secure additional capital investment through
these funding sources to continue a high level of investment in the infrastructure of the City and
to reduce the funding requirements identified in this Strategic Plan. By reviewing the level of
capital investment need and resource requirement identified in earlier SCAMP documents it can
be demonstrated how well this aim is being achieved, with capital investment increasing by
£680m from £1.024bn to £1.704bn and the investment requirement narrowing from £0.610bn to
£0.222bn. The table overleaf highlights this.
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Table 7: Capital Investment Needs, Available Resour ces & Resulting Investment
Requirements 2002-2008

SCAMP 2002 2005 2008

Capital Investment Need £1.024bn £1.326bn £1.704bn
Available Resources £0.414bn £0.907bn £1.482bn
Investment Requirement | £0.610bn £0.419bn £0.222bn

Investment Analysis & Options Appraisal

In addressing the balance between current provision and future requirements, the Council will
continue to consider a range of options and seek to utilise all forms of available funding. This will
result in the Council utilising a range of solutions to address its asset management issues and
investment needs, including:

o Rationalisation of the portfolio;

Shared accommodation (e.g. LIFT);

Private Finance Initiatives;

Arms Length Management Organisation for housing stock;

Traditional Council investment through the use of capital receipts and revenue resources;
and

o Prudential Borrowing.

SUMMARY AND FUTURE DIRECTION

This document sets out the progress that has been made since the preparation of the last
SCAMP in 2005. It explains that whilst the Council's investment need has risen to £1.704bn,
significant resources have been identified and the investment requirement still to be addressed
has narrowed to £0.222bn.

This document will be subject to regular review to ensure that the Council maintains a strategic
approach to the management of capital investment and the deployment of assets. We will have
particular regard to government guidance and best practice in these areas.

O O O O

The Government has recently published “Building on Strong Foundations — A Framework for
Local Authority Asset Management” which aims to raise the profile of local authority asset
management whilst providing an overview of the current policies that we should be mindful of
when planning our asset management strategy.

The guidance is not intended as a comprehensive guide to local authority asset management. It
does however highlight the key policies and influences, and describes matters of best practice.

It is important that we continue to look at all options for aligning assets with corporate priorities
and to ensure that senior management and members prioritise asset management and engage
with stakeholders and partners.

We will continue to challenge our approach to capital investment and asset management and
endeavour to demonstrate those characteristics that are considered to represent best practice.
Further developments in these areas will be reported as part of the regular review of this
document.
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Appendix 1

NEWCASTLE CITY COUNCIL

Corporate Asset Policy
2008/09 — 2012/13

This information is available in other formats such as large print, audio tape, Braille and electronic
format. It is also available in other languages. Please contact Alice Naylor on (0191) 2777671 to
request copies in an alternative format.
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