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1. Foreword from Leader and Chief Executive

With the Argyll and Bute Outcome Improvement Plan (ABOIP) being refreshed in 2023 it is
importantto prioritise investment that meets the changing strategicambitions of our organisation,
regionand wider community. Also, inflation across many sectors overrecentyearshasbeenata
record high solabour, materials and goods are costing more than ever, requiring usto prioritise
spend on our most importantactivities. Thisisatthe same time as publicsectorbudgetsinreal
termsare beingreduced to meet national fiscal challenges. We are committed to delivering high
quality services to our communities and stimulatingand growing the population and economy of
Argyll and Bute. We aimto set outa clearand strongdirection forthe Council which sets the scene
for our capital investment ambition in assets and infrastructure.

Our Capital Investment Strategy considers how we can deal with short to medium termfinancial
uncertainty by taking a longerterm view of our capital investment and how this can be put to best
effecttomeetthe needsof the area. This is demonstratedin our corporate strategies and plans
including our £70m Rural Growth Deal (RGD) whichis key to stimulating economicgrowth,
connecting ourcommunities, growing businesses that do well and increasingskillsin ourarea.
Beyond the RGD, the competitive nature and bid style forgrantfunding awards from both Scottish
and UK Government has become normal practice and it is essential our Council setsaframework to
prioritise capital investment that best supports ourambitions —in essence a pipeline of projects s
requiredtoaligntothe ABOIP or other corporate aims to ensure there is targeted deployment of
resourcesto achieve most efficient use of resource and limited capital and revenue. Workis
currently underway to build aframework and consistent approach to mandating, recording and
monitoring projects as they move through the various stages of a project lifecycle (orthe pipeline).

Itis clear that we cannotachieve ourinvestment ambition on ourown, we need to work
collaboratively with communities and other stakeholders to make sure that we understand local
needsandthat we can deliverwhatwe promise. Planningforthe longertermandhavingambition
will also support the alignment of publicfunding with other organisations forthe benefit of our
region. We have to be realisticabout what we can achieve with ourknown available resources,
whichiswhy we are working with partnersto delivereconomicand infrastructure improvements. By
working with partners, we are ensuring that ourresources can sitalongside and where available
leverage external funding opportunities to optimise the benefits forourarea. We needtoinvestfor
longerterm benefitand address ongoing challenges such as climate change and digital connectivity
but always be mindful that any investment must be undertakenin a prudent, affordable and
sustainable manner.

Our strategicand financial management processes are essential for achieving financial resilience in
uncertaintimes. We must use our property, land and available resources wisely and ensure that we
attract appropriate external funding to ourarea. Our Capital Investment Strategy will continueto
evolve and be updated as strategicinfluences change overtime, as new challenges and
opportunities present themselves and as the delivery of ourinvestment ambitionis realised.

Cllr Robin Currie Pippa Milne
Council Leader Chief Executive



2. Importance of the Capital Investment Strategy

Aim & Ambition

Argyll and Bute is recognised as one of Scotland’s most promising regions and we are ambitious for
our future. Asa council we need to make best use of our assetsin a way that best benefits ourlocal
communities. We alsoneedto be clear whatour longer term ambitions are in orderto commit,
fund, leverage, bid or have meaningful dialogue with partners to deliver shared strategic
infrastructure investments forourregion. Our 15 year Capital Investment Strategy will support usto
achieve the ambitions of our Corporate Plan and our emerging ABOIP and resource the delivery of
our priorities such as:-

Emerging ABOIP
1. Housing;

2. Transport; and
3. Community Wealth Building

The Argyll and Bute Community Planning Partnership (CPP) has completed its community
engagementonidentifying the priorities for the next 10 years (2023 - 2033). A plan onhow the CPP
will seek to address these priorities will emerge in due course. Argyll and Bute Council will continue
to be a leading partnerin the partnership and ensure that the priorities of the CPP and the Council
are aligned

Corporate Plan
4. People and Places — Our Core Business as a Council;

5. Potential & Growth —turning opportunitiesinto reality;

6. Partnership & Action — everyone has a part to playin Argyll & Bute’s Success

The Local Outcome ImprovementPlanisimportantin describing our partnership approach to
investmentand forengagingin openand frank dialogue with local communities and other
stakeholders. Delivery of these local outcomes will help us to achieve ouroverarchingvision forthe
Capital Strategy thatis:

Delivering infrastructure that supports our ambition for a thriving Argyll & Bute

Investing in our infrastructure

It isimportantto recognise that the Scottish Government defines infrastructure more widely than all
other parts of the UK, including digital, socialinfrastructure and natural systems.

The physical and technical facilities, natural and other fundamental systems necessary forthe
economy to function and to enable, sustain or enhance societal living conditions. These
include the networks, connections and storage relating to the enabling infrastructure of
transport, energy, water, telecoms, digital and internet, to permitthe ready movement of
people, goods and services. They include the built environment of housing; public
infrastructure such as education, health, justice and culturalfacilities; safety enhancement
such as waste managementor flood prevention; natural assets and networks; and public
services such as emergency services and resilience.

(Scottish Government —Infrastructure Commission)

To this extent, the Council’s long term investment of many millions of pounds of infrastructure must
be viewed as a cornerstone for ourregion’s development across many forms including physical



buildings, digital, transport and regeneration of ourtowns and villages. This Capital Strategy also
aimsto align our longertermthinkingand priorities forinfrastructureinvestment with other public
bodies suchas NHS Highland, Police Scotland, Scottish Fire and Rescue, Further Education providers,
Registered Social Landlords and other publicsectororganisations to ensure best value is achieved
from publicinvestment. This movementtowards more consolidated and regional capital planning
across the publicsectoralsoaligns tothe Infrastructure Commission, the North Infrastructure
Commission and hierarchy of development principles.

Capital Investment in 2023

In preparingthislongterm strategyitisimportantto setthe scene of current conditions and issues
that are considered relevanttoinvestingin future infrastructure. These are as follows:-

Geography

Argyll and Bute covers an area of 691,000 hectares, makingitthe second largestlocal authority area
in Scotland. Our area has the third sparsest population density of the 32 Scottish local authority
areas, with an average population density of just 13 persons persquare kilometre. Argylland Bute
has 23 inhabitedislands (Census 2011) more than any otherlocal authority in Scotland with around
17% of the populationlivingonIslands (Census 2011). The area is also home to several long sea
lochs, which bisectthe landscape and along with the islands give Argyll and Bute avery long
coastline and a higherlevel of reliance on ferries for travel. AlImost 80% of the population live within
one kilometre of the coast (Scottish Coastal Forum, 2002). The mainsettlementstendtobe atthe
extremity of the mainland area creating significant population dispersionin addition to low
population density. The size of the areaand population dispersion require multiple facilities for
service delivery to ensure services are delivered close to users and communities. The distance
between main settlements and use of ferry services create challengesinterms of reliability, time
and cost of travel. The geography of Argyll and Bute cannot be changed so the challenge is how to
best use our assetsto minimisethe impact of any real or perceived obstacles.

Our assetbase isdiverse andincludes 2,310 km road, 901 bridges, 118 car parks, 39 piersand
harbours, 3 airports, 131 burial grounds, 30 children’s play areas, 92 school buildings, 3 children’s
houses, 6 care homes, 2 hostels, 6 community centres, 4leisure centres, 5halls, 6 libraries, 28 office
buildings owned and 8,528 PCs, laptops and communications equipment.

Populationdecline

Our ambitionistoreverse the economicdecline of the area. To turn opportunityinto success we
mustreverse the decline in our population. Population forecasts estimate that by 2027 Argyll and
Bute will need another 10,000+ people to maintain services and more to drive business
developmentand deliver services for Argyll and the West Coast of Scotland.

COVID Recovery

The global pandemichas had a majorimpact on both our communitiesand economy on a scale not
previously witnessed. Aswe recoverandimplement measures as outlined in our Council Recovery
Plan, continuingtoinvestininfrastructureis vitallyimportant to allow our communities to bounce
back. Thiscan be especially challengingasthe current experience is that the pandemichas
materially increased the cost of many construction, labourand supply chains causing budget
pressure. Whilst shorttermimpacts are currently beingabsorbed through normal budget
managementthere needs to be close monitoring of the long term impacts of covid in terms of
locations thatrequire investmentand long term sustainability if costs do continue to be higherthan
identified budgets. The Councils Recovery Plan also identifies that recovery needs to be
underpinned by ‘green’ principles to assist with fulfilling our regions aspirations forachieving net
zero.



Climate Change

Our region benefits from natural assets, geography and societal circumstances including high tree
cover, peatbog, low density population and low pollutingindustries to mean Argyll and Bute isthe
lowest CO2 producing region percapitain the UK. In addition, ourlandscapes and natural
conditions also make itanideal location forinvestmentin renewableenergylike hydro,
windturbines, solar, wavepower and sequestration like woodland plantingand peat bog restoration.
Whilstourregioniswell placed there is much more that can be done by the Council directlyandin
partnership with othersto delivernetzero andin advance of the 2045 backstop date. Technology,
science and national approaches to climate change are evolving rapidly so thisis an area that careful
measured will be requiredinto infrastructure forthe longterm. Itis also expected thatenergy
transition and movementaway fromfossil fuel will evolve and we have already implemented the
replacement of some of our existing petrol/ dieselfleet to electricor hybrid and oil heated buildings
to air source heat pumps or biomass. Thiswill be an area of significant growth and investmentin the
next 15 years and one which we should play to our regional strengths.

Assets that don’t meet our communities needs

It isclear that we cannot achieve ourinvestment ambition on ourown, we need to work
collaboratively with communities to make sure that we understand local needs and that we can
deliverwhatwe promise. A place based approach will be essential to this.

We have to be realisticabout what we can achieve with our known availableresources, whichis why
we will work with partnersto delivereconomicand infrastructure improvements.

Rural Growth Deal

Our Rural Growth Deal (RGD) is key to realising this ambition and identifies the key growth sectors
that will keep ourregion competitive. The Rural Growth Deal isa £70m 10 year programme of
mixed capital and revenue investment for our region. This Capital Strategy is supportive and
complementary of the RGD. Itis considered essential to keep Argyll and Bute competitiveina
global economy, stimulate economicgrowth in ourkey business sectors and reverse the decline in
our population. Informed by extensive research and public consultation, the Council, workingin
partnership with anumber of key stakeholders has developed the Rural Growth Deal in dialogue
with UK and Scottish Governmentrepresentatives and the Scottish Futures Trust. Projectthemesin
the deal are identified asinvestment priorities focusing on our key economicstrengths and the
critical infrastructure, skillsand education required for growth. These are:

Connecting: our high value and growing business sectors with national and international business
markets; our economiclocal successes with national strategic priorities.

e Transport (road/air routes to market)

e Digital

e Businessinnovation

Attracting: additional skills, trainingand learning opportunities; new residents, visitors and business.
e Skills, trainingand education
e Accommodation (housingand business)

Placesto live, work and visit (community-led regeneration)

Centre of excellence

Growing: doing more of what works; making more of our natural and builtre sources.
e Aquaculture
e Tourism
e Low carbon economy



3. A national & regional approach

The majority proportion of Council capital funding to deliver our capital plan comes from Scottish
Government (General Capital Grant and Specific Ring-Fenced Capital Grants). It is therefore a
requirementtoalign this Capital Strategy and our capital planning assumptions to other national and
regional priorities or policy context.

National Policy Context

In 2021/22 the Scottish Governmentsetoutitsfirstever5 year Infrastructure Investment Plan 2021-
22 to0 2025-26 or lIP. The lIP has been published alongside the Capital Spending Review forthe same
fiscal period, allowing it to tie the IIP in with the government's financial planning. The plan outlines
£26 billion of Scottish Government investment to be spent over the next parliamentary term, with
spendingfallingunderthreestrategicthemes: sustainability and a net zero economy; driving inclusive
economic growth; and building resilient and sustainable places.

There are also a number of key themes around:-

1. COVID-19 - The Scottish Government plan to use capital investment to support around 45,000
construction and maintenance jobs, with a particularfocus on green jobs. Covid hasalso accelerated
plansfor digital connectivity, particularly in rural and remote areas such as Argyll & Bute. As a result,
through significant capital investment in digital services - for example, Digital Scotland Superfast
Broadband - the Scottish Government hopes to better support home-working. There is also
commitment for £550m investment in active travel (cycling and walking), to free up space on public
transport for those who most need it. This will translate into adaptations to roads, creation of new
cycleways or pavement reconfigurations.

2. NetZero - Thisis one of most substantial priorities for spend as it looks to address climate change.
Investment here includes:

e £180 million for an Emerging Energy Technologies Fund to support carbon capture and
storage, negative emissions technologies and hydrogen development;
£150m extra funding for flood risk management;

e f120m in transition to net zero electric buses;

e £1.6 billion over 5 years to decarbonise heatin buildings;

e £1.2 billion to enhance Scotland's railways.

A key strategy here isthe adoptionof an "Investment Hierarchy". This initiative essentially favours the
improvementand repurposing of existing assets over the creation of new ones. There will also be an
increased spend on maintenance to ensure the longevity of existing assets.

3. Inclusive economicgrowth - The Scottish Governmentis looking to improve the connectivity of the
various regions of Scotland investingin transportinfrastructure, including by doublingits investment
inbridge and roads maintenance toaround £1.5 billion. Italso hopesto benefitindustry and tourism
in rural and remote regions by investing £220 million in agricultural support and £30 million in
deliveringaNationallslandsPlan, which includesring-fenced funding for green capital projects on the
islands.

4. Resilient and sustainable places - The biggest spend in the plan is this category: over £3.3 billion
allocated todeliver more affordable and social homes. There isalso focus on healthcare, with health
maintenance investment totalling £1 billion. Schools will also see investment, with £2 billionallocated
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the Learning Estate Investment Programme (LEIP), with our Council expressinganinterestin a new
facility on Mull.

Regional Context — North Infrastructure Commission

During 2021 Argyll and Bute Council has been a supporting partner to the North Infrastructure
Commission (NIC). The NIC was established to develop a 15-year vision for infrastructure in the
‘North’ (which Argyll & Bute are categorised). The NIC has been established under the leadership of
Hub North Scotland Strategic Territory Partnering Board and Scottish Futures Trust. Partners include
Highland, Moray, Orkney, Shetland, Western Isles, Aberdeenshire, Aberdeen City Councils’, NHS
Grampian and Highland Health Boards. Police Scotland, Scottish Fire & Rescue, HIE and Zero Waste
Scotland are also partners. Bringingsuch a large number of publicsector bodies togetherto delivera
long term infrastructure plan is evolving and at an early stage however the opportunities for
collaboration, shared prosperity, leveraging funding, efficiencies of scale and knowledge transfer are
significant — particularly on some of the future and shared strategic challenges such as delivery of
energy transition, regional transport or connectivity in rural or isolated areas.

At the centre of the NIC also sit a number of key themesincluding ‘place’ and ‘place based reviews,
which aims to bring the publicsector partnerstogetherin collaboration to create bespoke assetsand
infrastructure forthe town or village they operate to meet the needs of the customer of community.
This tailored approach is key to success of future capital planning particularly in the context of the
Governments investment hierarchy where existing buildings are prioritised to be repurposedor shared
with others before new build is considered. Place based reviews are already underway in Dunoon,
Lochgilphead & Rothesay with our partners NHS Highland and Health and Social Care Partnership.
Future place based reviews are also planned for Mull to site selection should our bid for the Learning
Estate Investment Programme (LEIP) be successful.

Vision for NIC:

“Supportthe transitiontoa netzerosociety by 2045 and improve service outcomes and benefits
fromfuture investmentin infrastructure forthe North of Scotland” working to a set of Strategic
Goals:

Strategic Goal #1 — Create a coordinated hierarchy-based investment plan forsocial
infrastructure investment.

Strategic Goal #2 — Assess opportunities toimprove outcomes and drive commercial
efficiencies, stimulateinward investment, create inward migration to the region by making
the best use of resources, leveraging supplementary publicand private funding to support
growth.

Strategic Goal #3 —Develop aninfrastructure assessment framework and methodology
creatinga wellbeing economy with sustainableand inclusive growth forall, founded on
place needs, integration, collaboration and improved publicservice outcomes.

One of the main outputs from the NIC will be a map of all identified social infrastructure needs
including unfunded and funded priorities over 15 years in the north.  This North Infrastructure
Investment Plan (NIIP) will allow for the regional needs to considered and identify clustering,
efficiencies of scale, integration, funding leverage or sharing of experience. One of the recognised
barriers to true shared working with other publicsector partners has also non —alignment of capital
programmes, different governance structure / timings, different sources of funding and differing
internal priorities. Through progression of the NIC and NIIP these challenges should be eroded as
common priorities and investment is sought.



4. Medium to Long Term Financial Planning

This Capital Strategy also sits alongside and is underpinned by the ‘Mediumto Long Term Financial
Strategy’ of the Council. Thisdocumentacknowledges that our Council, like all councils, faces
significant financial challenges andis required to operate within tight fiscal constraints forthe
foreseeable futuredue to the continuing difficult national economic outlook and increased demand
for services. Italsorecognisesthe Council’s duty to set a prudent, sustainable budget, and seeks to
provide a practical foundation forthe provision of the best possible valuefor money in the delivery
of Council servicesin the longerterm. The Council recognisesthat demand for capital asset
management funding outstrips supply and balancing thisissue, and associate d priorities, has been
and continuesto be a fundamental aspect of ourasset management planning and capital strategy.

Funding forthe capital plan comes from Scottish Government (General Capital Grant and Specific
Ring-Fenced Capital Grants), other capital grants, capital receipts from asset disposals, revenue
contributionsto capital, earmarked reserves, prudential borrowing and borrowing funded by the
loan charges provisioninthe revenue budget.

The Scottish Governmentreceiveagrant for capital spending from the UK Government whichis then
allocated toindividual Local Authorities. The capital block grant has reduced yearon year since
2017/18 throughto presentand with flat cash settlementsfeeling like reduction given sharprisein
inflationary rates. The Scottish Government also undertook a Capital Spending Review which
indicates that the capital settlementforthe next five yearsis likely to remain constant.

The impact of the COVID-19 pandemicsaw a reduction in capital receipts since 20-21and slippage
withinthe Council’s capital programme.

Current Capital Forecasts

At present, as with other Local Authorities, our Council obtains the Scottish Government Capital
Grant Funding (referred to above) on asingle yearbasis. Thistherefore makes solid capital planning
for the mediumandlongtermless certain as budgetassumptions have to be made forany period
over12months. Notwithstandingthis, the Scottish Government hasindicated that3year
settlements should be forthcomingin future years and our Council already adopt a3 yearrolling
capital plan whichisreviewed onanannual basis alongside the full Budget. The Current capital plan
as agreedin February 2023 is:-

Capital Block Allocations
Already within existing capital plan - | Based on
not additional funding 22-23
actual
settlement
% 2022-23 2023-24 2024-25 2025-26
£'000 £'000 £'000 £'000
Education 26 | 2,920 2,243 2,226 2,219
CustomerServices-IT 9 1,011 777 771 768
CustomerServices - Facilities 5 561 431 428 427
Roads & Infrastructure Services 46 | 5,165 3,969 3,939 3,927
Vehicles (added toRIS) 4 449 345 343 341
HSCP (1JB) 5 561 431 428 427
Live Argyll 5 561 431 428 427
100 | 11,229 8,628 8,563 8,536




Categories of investment
The projects withinthe capital plan are categorised as eitherasset sustainability, service
development or strategic change with a definition of each category as noted below:

. Asset sustainability: thisencompasses projects related to ensuring existing assets are fit for
purpose/continue to be fitfor purpose based on existing use.
o Service Development: with afocus onenhancingthe currentassetto improve its fitness for

purpose or its efficiency and effectiveness. Service development would cover
construction/acquisition of new assets to replace existing assets on alike forlike basis orinvestment
inassetsto enhance service delivery based on existing use. Projects in this category would typically
be under £1,000,000 in capital costs.

. Strategic Change: with a focuson a significantinvestmentacross the service asset portfolio
to supportfundamental service development. The requirement forthisinvestment would be driven
by corporate priorities. Projectsin this category would typically be atleast £1,000,000 in capital
costs.

The breakdown based on categoriesis asfollows:-

Category 2022-23 2023-24 2024-25 2025-26 Total
£000s £000s £000s £000s £000s
Asset Sustainability 21,685 26,775 8,933 9,082 66,475
Service Development 7,690 2,013 20 0 9,723
StrategicChange 17,462 33,932 28,356 29,700 109,450
Overall Total 46,837 62,720 37,309 38,782 185,648

Thistable highlights the balancing of investment across asset sustainability, service development
and service change, across the overall plan. Based onthe current planningthe importance of ‘asset
sustainability’ is recognised and ongoinginvestmentis needed to be allocated to our existing assets
to ensure theyremainrelevantand fit for purpose. Thisisthe significant proportion of ourfunding
to keepthe ‘like forlike’ still functioning. Tothis extent, collective service re-design or opportunities
to rationalise need to be considered where it is appropriate todo so.

Furthermore, due toincreasing cost of utilities, rates and maintenance itis even more important to
divest ourselves viarationalisation, repurposing or asset transfer of building assets that are surplus
to operational need. We mustbe bold and innovative by working with partners and embrace
modern working methods to maximise opportunities —much of whichis already underway or being
implemented by Our Modern Workplace (OMW) Programme. The underlying principle istoreduce
the footprint of our built estate as thiswould limit the increasing spend on asset sustainability,
utilities, rates and maintenance with resource beingre-diverted into other priorities for the Council
such as direct service provision, service development or strategicchange.

Itis these latterareas of Service Development and Strategic Change thatrequire the longestleadin
or mobilisation period due to their often large scale orlevel of investment required. There may also
be requirementto leverage in supportorfunding from othersources which can be complex or
increase timescales for Business Case Development. Itisthese categoriesthat will benefit most
froma longerterm approach and strategy on Capital. Bigand complex change such as delivering
regional netzero, bigtransportinvestment or digital connectivity willalso benefitfroma
coordinated and collectiveleadership towards infrastructure planning overa 15 year period.
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It is also noteworthy that Capital receipt estimates from the sale of assets are reviewed annually and
reported to Council as part of the budgetreport. Thisis particularly relevantasinthe wake of the
global pandemicforecasting forreceiptsis predicted to slow ordownturn.

At present, Business cases for capital projects are prepared and assessed by the Asset Management
Board before being putforward forinclusion within the capital plan —the scoring of business casesis
assessed by impact, affordability, deliverability and risk. Slippages/accelerations are reported as
part of the budget monitoring process and are given consideration as towhether other projects can
be accelerated/slipped. Underand overspends on projects are managed within the overall
programme unlessthey are significantin nature orrequire additional resource.

Work is currently underway to build anew framework and consistent approach to mandating,
recording and monitoring projects as they move through the various stages of a project lifecycle
called Pipeline of Projects and beingled by Chief Executive Unit.

Long Term Capital Grant Estimates

The estimate of capital grant funding for the long term is outlined in the table below.

Scenario | 2024/25 | 2025/26 | 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31 | 2031/32

£000 £000 £000 £000 £000 £000 £000 £000

Best 10,481 10,690 10,904 11,122 11,344 11,571 11,803 12,039
Case

Mid- 9,876 9,876 9,876 9,876 9,876 9,876 9,876 9,876
Range

Worst 9,295 9,109 8,927 8,749 8,574 8,402 8,234 8,069
Case

Currently, the estimated funding forthe longtermis not committed to any projects, however, there needs
to be awareness that a large proportion of the capital funding will be required to sustain the current asset
base under asset sustainability in order to meet health and safety requirements, for example, re-roofing,
replacement windows, roads reconstruction. Therefore the importance of successful biddingto structural
funds, partnership working and winning funding from other sources to deliver Service Development or
Strategic Change projects will be become even more important. There has been an increased number of
new funds announced recently like UK Government Levelling Up, Future Transport Fund, Learning Estate
Investment Programme and National Islands Plan that may be targets depending on the requirements.
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5. Our approach to Capital and Infrastructure Investment

In orderto manage and planinvestments appropriately ourassets have been groupedinto 8 categories.
Prioritisation and themedinvestmentisalso suggested depending on the asset.

Asset Groups
The asset groups we have identified for planning are:

1. Propertyassets—all buildingsincluding operational, commercial LIVE Argyl|& HSCP
2. Roads andrelatedassets

3. Amenity assets

4. Educationassets

5. Housing

6. Transport infrastructure

7. Machinery, fleet and vehicles

8. ICT assets

In addition the Capital Investment Strategy introduces two asset themes:

9. EconomicDevelopment
10. Climate Change

Thiswill enable us to ensure that the capital funding we have available best meets the aspirations and
ambitions of the Council in growing our economy and protecting our environment.

For each groupingthe following projects and commitments have been identified which will require capital
funding duringthe lifetime of the Capital Investment Strategy. Inaddition there will be an ongoing capital
commitmentto maintain the currentassetstoa usable standard.

1. Property assets

Property assets are essential to supporting the services delivered by the council. Managing these assetsis a
structured process which seeksto ensure best value formoney and improved performance in meeting
strategicneeds. Property assetsinclude shared offices, LIVE Argyll properties, Health and social care
properties, children’s homes, day centres, care homes, customerservice points, leisure centres, halls,
community centres and libraries.

It will alsoinclude buildings like publicconveniences, depot buildings, stadiums & pavilions which
historically have been held on separate accounts or budgets. These will move to being managed

corporately by the Property team on behalf of the whole organisation and this will require the
realignment of budgetsin recognition of this change.

Notably this category alsoincludes commercial property assets and ourinvestment portfolio where
revenue is created through the lease orlicence of property. Thisincome isthenreinvestedinto other
priorities of the Council. The growth of investment opportunities and generation of long term revenueon
Council owned property will be prioritised through the development of a Commercial Investment Team
and Programme.

Priority projects being taken forward for this category will include:

e Improvementstothe physical environment, maintenance and suitability
e Commercial Priority Projects and One Council income generation
e Assetrationalisation

12



e Regeneration projects

e Colocationandshared office space

e Energyefficientbuildings

e Climate change relatedinvestmentand projects

e Community use of our buildings

e Supportfor delivery of council priorities and improved community outcomes

2. Road related assets

Roads related assets are the council’s largestand most visible asset. The network includes roads, footways
and cyclewaysincludinglighting, signage, vehicle barriers and drainage. Roads related assetsinclude
structures such as bridges, retaining walls, coastal protection and slope stability infrastructure. Asthisisa
highly visible part of the council’s portfolio adequate maintenance is essential to ensuring the existing
infrastructure supports the communities of Argyll and Bute.

Priority projects being taken forward for this category will include:

e Improvementstothe physical environment and suitability
e Reconstruction

e Maintenance

e Road related construction

e Floodinginfrastructure

e Majorinfrastructure projects

e Addressingoradaptation for climate change

e Active Travel

3. Amenity

The aim of this asset group within the capital programme isto provide fitfor purpose amenity assets that
supporthigh quality service delivery and meet the needs of our communities, whilst minimising costs and
future liabilities.

Priority projects being taken forward for this category will include:

e Cemeteryexpansionincludinginternal bridges, walls and roads

e Playingfieldsand publicpark commitmentsincludinginternal bridges, walls and roads
e PublicConvenienceimprovements and rationalisation

e Improvements of amenity spaces

e Playparks

4. Education

This asset group includes, in addition to planned maintenance, large scale orspecific projects to build,
extend orsubstantiallyimprovethe Education estate. Our Learning Estates Strategy providesthe
framework and prioritisation forimprovements to ourschools and will ensure our buildings are nolonger
usedinisolationforthe delivery of education but rather should be ahub for the local community. We will
look at the sustainable use of ourlearning estate, moving forward buildings will supportthe communityin
additionto beingcentresforlearning and teaching.

Priority projects being taken forward for this category will include:
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e Improvementstothe condition and suitability

e Potential new school projects and whole school refurbishments —notably a LEIP bid for Mull
e Deliveringcommunity and commercial opportunities from Learning Estate

e Improving environmental performance of the Learning Estate

5. Housing

Housing developmentis principally funded through the StrategicHousing Fund. However, in 2023 the
Council have declared ahousingemergency and new and innovative options are currently being
consideredtointervene and improve current circumstances. A Housing Delivery Group has been
established toidentify current challenges and seek solutions. The SHF is primarily funded by revenue raised
through a decision toreduce the discount awarded to Council Tax on empty and second homesin Argyll
and Bute. Housingisa growingarea of focus and re-fresh of ABOIP plus Council directionin 2023 is likely
to grow intervention and focus on the subject matter. The Council hasalready agreedto extendthe
fundingcriteriatoinclude community groups as well as Registered Social Landlords, providing they secure
a Rural Housing Fund and/orIsland Housing Fund grant from the Scottish Government. In orderto enable
largerhousing developments therecan be a requirementforinvestmentin enablinginfrastructure which
would support the growth of communities ensuring we meet the ambitioninthe local development plan.

Projectstakenforwardin thisarea couldinclude:

e Contributions to social housing developments

e Enablinginfrastructure such as access roads

e Investmentinothertenuresof housing

e Lland acquisition

e More innovative measures as defined by Housing Delivery Group

6. Transport infrastructure

The Council has givenacommitment to ensure that our infrastructure is safe and fit for the future; that our
communities are protected and supported; that we are efficient and cost effective and that we provide
support, prevention and opportunities to help people make better lifestyle choices. Akey part of the
Council’svisionisto ensure that our diverse geographiclocation with remote, rural andisland
communitiesis fully takeninto account when distributing funding. Tothatend, the Council hasa 10 year
asset managementplanin place forall of its 39 piersand harbours. The Council’s transportinfrastructure

isa valuable asset—as such, both capital and revenue fundingis carefully allocated to ensure the future of
related infrastructure is safeguarded forall.

Projects being taken forward includethe construction, reconstruction, improvement of and maintenance
of:

e piers
e harbours
e airports

7. Machinery, fleetand vehicles

Thisassetgroup comprises plantsuch as roadrollers, hotboxes, ride on lawnmowers etc; fleetitems such
as binlorries, gritters and school mini buses; as well as vehicles like pool cars, including anincreasing
amount of electric/hybrid vehicles. There isagovernmentrequirementto make all small vehicles and cars
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electricby 2025 butis currently unfunded. These assetsare crucial in allowingthe Counciltodeliverits
publicservicesacross such a large and geographically diverse area, with effective fleetallowing us to
supportfrontline services to meet our statutory requirementsin terms of legislation such asthe Roads
Scotland Act and the Environmental Protection Act. In considering capital investmentitisimportantto
considerwhole life costings and any potential future revenueimplications, positive and negative e.g. the
revenue implications for maintenance should reduce following capital investments.

Projects being taken forward include:

e Equipmentreplacement

e Vehicle replacement

e Waste disposal provision

e Phasinginthe use of electricand hybrid vehicles including electrical charging facilities

8. ICT assets

This asset group Includes planned maintenance of key council wide infrastructure and supports major
change projects designed to help the Council become a “forward looking and ambitious” organisation
through the delivery of reliable and efficient ICT Services, by maximising access toinformation to support
better quality decision making, viacontinuous improvement, and supporting achange in work styles. The
Council’s ICT and Digital Strategy illustrates the Council’s expectations for ICT service s to seek further
opportunities to contribute to an on-going transformation programme and to help deliver the greatest
service delivery efficiencies possible.

Projects beingtaken forwardinclude:

e Digital firststrategies

e Artificial Intelligence

e Replacementand rationalisation or new business applications
e Mobiletechnologies

e Infrastructure and Digital Foundations/ Core Technologies servers and storage
e Securityand Compliance

e PCs,and Laptops

e InternetofThings (10T)

e EnablingAnAgile And Flexible Workforce

e CustomerEngagement

e EducationICT and Virtual Learning

Project Themes

As well as the defined asset categories listed above there are 2 specified project themes which are
concerned with capital spend and infrastructure investment that are cross cutting across the organisation.
Both of these categories already have dedicated governancethrough their own Boards so the role of the
Capital Investment Board will be amended accordingly for these projects.

9. Economic Development

This group has historically beenamongst the largest portfolio of capital spend forthe Council andinrecent
years has included the strategic change projects of Helensburgh Waterfront, CHORD Improvements,
Rothesay Pavilion and Queens Hall Dunoon. Currently the Oban & Lorn Arc Tax Incremental Financing (TIF)
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Projectand Rural Growth Deal (RGD) are underway at varying stages. These large projectstranscend a
numberofyearsand itis proposed update reportingis provided to the Capital Investment Board whi Ist
governance is delegated to the respective project or programme board. Due to the significance of these
projects capital monitoring will be key to overall budget performance of the Council.

10. Climate Change

This groupingisvaried and all departments have arole toinvestin projectsto help the Council and region
achieveitsnetzerotarget by 2045. This may include energy efficiency, creation of renewable energy,
sequestration orremoving fossilfuel reliance. All such projects are reported to the Climate Change Board
and thereafterwill be heard by the Capital Investment Board for review of Business Case.

Area Plans & Pipeline of Projects

The Council is committed to the creation of Area Plans following Budget decisionsin 2023. Work is
ongoingacross the Council to develop AreaPlans for defined geographiclocations during 2023/ 24 and
beyond. Whilstthe exactform of these plans orgroupingsis currently unclearitis likely they will have an
influenceoninvestment priorities and scoping infrastructure forourregion. We can expectthese
ambitious plans to shape the future capital investment and prioritisation of spendin terms of Council’s
asset base like property assets, roads & related assets, amenity assets, housing assets, education assets,
transportinfrastructure, ICT Assets and Equipment fleet and vehicles.

AreaPlansare also likely to identify investment from both private and publicsector that sets ambition plus
confirmed and unconfirmed projects some of which will currently be unfunded oraspirational. Thisworkis
in effecta framework to coordinate and ensure corporate awareness of potential future development and
inform future years Capital Planning.

In asimilarvein, workis ongoingto develop a Pipeline of Projects which includes both funded and
unfunded worksteams that supportthe strategicaims of the Council, our communities or region. Given
the current landscape of government funding which is bid led itis increasingly important to develop
projects / propositions toan Outline Business Case inorderthey can be drawn down ready to submit to
these competitive (and usually with tight timescales) processes. Work and alignment with this Pipeline of
Projects and Capital Planning will continue.

6. Governance and assurance
The Capital Investment Strategy, corporate Asset Management Strategy and capital programme providesa
strategicframework for securing bestvalue in the use of the council’s capital resources and asset

infrastructure. Our Capital Strategy aims to take a whole organisation approach to prudent, sustainable
and resilientinvestment.

This new strategy sets out a refresh of the process and greaterinclusion of elected Members when setting
category prioritiesoverthe medium term.

To ensure thatthe Strategy is translated into ongoing delivery at operational level, the following revised
governance arrangements are proposed.

The aimisto have a review and refresh of current arrangements so notably some terminology is changing
including:-

e Strategic Asset Management Board (SAMB) is being replaced by Capital Investment Board (CIB);
e Service Asset ManagementPlans (SAMPS) are beingreplaced by Priority Investment Plans (PIPS);
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Role of elected members

The Council’s Constitution and Financial Regulations provide arobust framework for monitoringand
reporting the Capital Investment Strategy and plan. Insettingthe Budget elected members approve the
Council’s capital expenditure and decisions relating to the control of the Council’s borrowing requirement.
The Council’s Constitution details the specificdelegations. The principal delegationin relation to capital
investmentand asset management planningincluding monitoring lies with the Policy and Resources
Committee as perthe Council Constitution.

The annual review of capital programme is linked to the budget and service planning process.

The management of the capital programme is undertaken by the Capital Investment Board and recorded
on Service Asset Management Plans and Group Asset Management Plans (SAMPS + GAMPS) which are
reported to ELT and form part of budget pack. The SAMPS/ GAMPS templates have undergone aredesign
in 2022/23 and are now considered to be more accessible and focussed documents that bettersupport
Member decision making and scrutiny. As part of thisrefresh of arrangementsand to betterreflect that
we are prioritisingspend perservice itis proposed torename the new version SAMPS/ GAMPS template as
Priority Investment Plans (PIPs). The PIPs are developedinyear, services will engage with Departmental
Management Teams and Policy Lead to identify priority projects. Engagement will take place earlyonin
the process with the elected members to check that the emerging priorities withinthe PIPs support their
priorities.

For the avoidance of doubt, there will require to be a certain level of operational asset sustainability to
maintain service delivery e.g. maintaining buildings as wind and watertight or ensuring health and safety
requirements are met. This will be setout by officers and any change to this will require wider changes to
service delivery.

Prioritisation of asset sustainability and service developmentinvestmentinline with priorities with an
understanding of the anticipated impact of investment e.g. roads resurfacing or sch ool suitability where
investment may not be essential but reduced investment may lead to deterioration.

Once the Council has confirmed Priority Projects within the PIPs, the residual block allocation can be
allocatedtootherrequirements. Service Developmentand Strategic Change projects willrequire
satisfactory business cases. Once the PIPs are prepared engagement begins with all elected membersin
conjunction with budget preparation.

The Capital Investment Board (new name — formally the Asset Management Board)

The Asset Management Board — as currently known —will be wound up and replaced with a new Capital
Investment Board. The membership of the board will be reviewed but the intention will be to have
Financial Services and assetleads / Heads of Service or 3™ Tier present thereby increasing strategic
influenceand prioritisation.

The capital programme will be prepared and monitored by the Capital Investment Board chaired by the
Head of Commercial Services.

The Asset Groups have been allocated tothe members of the board:

Property assets . .
perty Commercial Services
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Roads and related assets
Amenity assets
Education assets

Housing enablement

Transport infrastructure

Equipment, fleet and vehicles

Road and Infrastructure Services

Road and Infrastructure Services

Education Service

Commercial Services

Road and Infrastructure Services

Road and Infrastructure Services

ICT assets Customer Support Services

Economic Development Development and Economic Growth

Climate Change Commercial Services

The Capital Investment Board will meet quarterly and the frequency of the meetings mayincrease attimes
of high activity (budget setting). Financial Services will be presentforevery meetingand update on
position and monitoring of capital expenditureat an executive level. OtherProject Managers orsupport
may be calledin depending on nature of agenda. Reportingto the Capital Investment Board will bein
accordance with the principles of good project managementi.e. reporting by exception, to ensure effective
use of the Board’s time and to ensure the Board’s inputis maintained at a strategiclevel.

Services will notify the board of emerging projects and priorities. The board will use block allocations as
the starting point when preparingthe capital programme. The existing formulaforblock allocationsis
based on GAE and this will be reviewed in 2022/23 and be in place forthe setting of the capital programme
in2023/24. Blockallocationsrelate tothe general capital grant allocated from Scottish Governmentand

excludes otherspecificgrants e.g. rural deal, coastal communities fund and any other source of external
funding.

Capital will be allocated to individual projects through the development of the PIPs or funding obtained
through othersources — forexample externally funded or grantawarded projects. The PIPsfocuson the 3
types of projects, asset sustainability, service development and strategicchange. A PIP will be prepared for
each of the 8 asset groups and replace the Service Asset Management Plans. The PIPs will be prepared by
Officers and signed off by the Capital Investment Board.

PIPs will also be prepared for Economic Development and Climate Change projects and all projects within
these plans will require business cases.

In addition, all new service development and strategicchange projects within the capital programme will
be requiredtodevelop through to Outline Business Case i.e. they will be supported by a StrategicOutline
Programme (SOP) [Gateway Review Stage 0—StrategicFit] to determine the strategic context;and a
Strategic Outline Case (SOC) [Gateway Review Stage 1— Business Justification] which will scope the
proposal. All strategicchange projects willbe requiredinturnto develop afull business case. Asset
sustainability projects do notrequire abusiness case of any type as information on the conditionand
suitability of the assetis available. All business cases will be scored and prioritised by the Capital
Investment Board eveniftheyare to be approved by anotherboard / governance structure.

Business casesforspecificgrants e.g. rural deal, Crown Estate funding and any other source of external
funding should be presented to Capital Investment Board forscoring and recommendations.
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The role of the Capital Investment Board is:

e Toensurethatdecisionsinrespectof capital fundingare aligned to the council’s strategic priorities,
are affordable and deliverable;

e Toscrutinise the business cases forstrategicchange and service development, including the stated
benefitsfromthe capital investment, as well as the council’s asset sustainability priorities;

e To ensure that Capital Prioritisation Plans are prepared fora5 year period, reviewed and updated
annually —services will be responsible forinforming the appropriate Asset Category Head of Service of
theirparticularservice’s current and future operational requirements for each asset or category of
assets;

e To ensure effective consultation with Services to determineand documenttheirfuture needs;

e Todevelopappropriatecriteriatodetermine the prioritisation for capital investmentin assets;

e To monitorthe on-goingdelivery of the programme of individual projects to ensure delivery against
budget, programme and quality criteriaand manage slippage and accelerations;

e To provide directiontoany projects which are in exception;

e Monitorthe progressindelivering capital projects on aprogramme basis with overview material
slippage oracceleration to meetthe priorities of the Council;

e To evaluate the success of delivered projects in the context of the benefits (forecast and delivered)
and, by extension, the overallreturn on the capital investment.

The Executive Leadership Team (ELT) will set the direction within which the Capital Investment Board
operates. Capital Prioritisation Plans are scrutinised and challenged by the Capital Investment Board and
interdependenciesidentified. Implementation programming begins and resources allocated. Capital
Prioritisation Plans are inturnissued to Departmental Management Teams (DMTs) forinformation and
approval before submission to ELT.

Monitoring and Reporting:

The progress of capital projectsisreported to Executive Leadership Team (ELT) and the Policy and
Resources (P&R) Committee viathe PIPS Process, capital monitoring reportincluded in the financial
monitoring pack. This ensures that management and Elected Members have an understanding of projects
that are progressingasintended and also ensures early identification of projects that may not be
progressing as expected and allows action to be taken to rectify this where possible. Thisinformationis
collated from project managers monthly wherethey provide updates on yearto date spend,
slippage/accelerations, virements between projects, total project spend project timescales, project
benefitsand projectrisks.

The estimates, as reported within the capital plan monitoring, are then factored into the treasury
management reports to ensure thatregardis given tothe treasury position. When we have abetterview
of ourcapital investmentrequirementand ambitionin our capital investment plan, we will aim to
summarise the treasury position, whererelevant to the Capital Investment Strategy, in future iterations of
the Capital Investment Strategy.

When the Council is betterable to extend the capital planto a period of up to 15 years, it will enablean
improvementinthe management of the forward balance sheet position. It will enable an extension of the
Capital Financing Requirement (CFR) profile, which in turn will enablea much more realisticdelivery profile
and strongerview of the potential borrowing requirement.

A diagrammaticof the governance arrangementsis show at Appendix A.
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7. Reviewing the Capital Investment Strategy

The Capital Investment Strategy has been informed by research into strategicinfluences as well as
discussions with officers across the Council. The Strategy will be put to elected Members for review and
discussion during 2023.

The programme and list of investment priorities will be updated on an annual basis and this overarching
Strategy will be reviewed on a5 yearly basis oras and when necessary to respond to new challenges and
opportunitesasthese arise.
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