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REVIEW OF PROPERTY ASSETS

Report by Director for Resources

Introduction

1. This report gives information on progress with the Review of Property Assets Implementation Plan (Annex 1) and appropriate recommendations to allow work to continue.  Specifically the report refers to the:

· review of non-central Oxford offices, giving recommendations on a strategy for consolidation

· position on the Central Offices Project, highlighting links to the potential for a Shared Service Centre and the non-central offices review

· potential to provide a conference, training and meeting venue at Old County Hall

· review of staff housing

Review of Non-Central Oxford Offices

2. The Implementation Plan requires that work should be undertaken to consider a strategy for office provision for those staff (approximately 423) in the Oxford offices not being addressed as part of the Review of Central Offices.

3. Similar reviews have been conducted for the Northern and Southern Areas and the Executive has approved the options to be progressed for these areas.   Learning & Culture and Social & Health Care Senior Management Teams have been consulted and support the proposals in this report.

(a) Proposed Strategy

4. The offices included in the review and the proposed relocations are shown in Annex 2. The strategy is based on the retention of the Cricket Road and Harlow Centres and consolidation of the remaining six offices in to a single new office close to the Oxford eastern bypass, accessible by public transport.  This would provide a suitable geographical spread of property and a mix of tenures giving flexibility to respond to future changes in need.  The two existing Centres are considered suitable by service directorates although, particularly in the case of the Cricket Road Centre, are in need of some improvement.

5. The Directorates have recommended that reconsideration should be given to including other offices in the area surrounding Oxford (such as at Wheatley).  This will be addressed as part of the detailed considerations in the next stage.

(b)
Review of Children’s and Adults’ Services

6. The implications of the review of children’s and adults’ services on the need for office premises is not expected to be resolved before September of this year. It is recommended that these are assessed at the same time as the detailed financial appraisal of the selected options.

(c)
Initial Financial Appraisal

7. An initial financial appraisal has been undertaken with seven options for providing a new office hub considered.  These are shown in Table 1.  Full details of this appraisal are provided in the Members’ Resource Centre. The approach has been to consider all of the Oxford area office moves as one project and to take in to account savings that will arise over a 25 year period from consolidation into a smaller number of properties.

8. The appraisal indicates that a reorganisation will not be self financing.  Option 3 (lease second hand building) would have a Net Present Cost of £3.31million (or £0.13million average per year for 25 years).  Option 1 (existing offices improved) would have a much lower net present cost of £1.03million, but this option is not recommended as it does not fully achieve any of the objectives of the Review and does not meet service needs.

9. This initial appraisal does not include provision for improvements to the Cricket Road and Harlow Centres (other than basic works).  Their improvement, where appropriate, is seen as a necessary part of the review.  It is expected that the additional cost of such improvements will be significant.  However, further work is required to confirm this.  It is therefore recommended that a programme of investment, with costs be prepared and consideration be given to funding options as part of the detailed financial appraisal of options being taken forward to the next stage.

(d)
Assessment of Options

10. The seven options for providing a new office hub have been assessed against the aims set for the Review of Property Assets (see Annex 3) together with the findings of the initial financial appraisal.  

Option 1 – Existing Offices Improved - this is not recommended as it does not make effective use of Oxfordshire County Council’s (OCC) property and does not fully meet any of the objectives of the Review or service needs.

Option 2 – New Build (on OCC owned land) – the advantage of this option is that as the building would be owned by OCC there would be a diminishing on-going borrowing and hence revenue costs after year 25 than for Option 3.  The main disadvantages are that suitable sites are unlikely to be available and it would take at least 2 years longer to deliver than Option 3.

Option 3 – Lease In (second hand) – The main advantage of this option is that it could be delivered in a shorter timescale than Option 2.  Its main disadvantage is that it would have a higher on-going revenue cost after year 25 than Option 2.  However, due to the leasehold nature of this Option, the lease could be reviewed to reduce this cost in line with the level of need.  

Options 4 to 6 (Buy new office, build on non-OCC site, buy second hand office) – There is a lack of availability of suitable property to warrant progression of these options, but availability will be kept under review.

Option 7 (Lease new office, prime location) This option should be rejected at this stage due to its higher cost and also, to a lesser extent, availability.

11. Given the expected lack of availability of suitable OCC sites capable of accommodating the development under Option 2, Option 3 is the preferred option.  However, as further investigations on availability are necessary to evaluate Option 2, it is recommended that both options are progressed.

12. As well as the benefits arising from a new Office Hub, there will be significant benefits arising from the re-provided Shotover Day Centre, File Store and Community Laundry.

(e) Timescale

13. If Option 3 is progressed, it is expected that the detailed appraisal could be prepared for consideration by Directorates in Autumn 2005, with approval by the Cabinet shortly after and with delivery in 2006.  This would allow the property implications of the review of children’s and adults’ services to be taken in to account.  The detailed appraisal for the northern and southern area office proposals will also be completed by the Autumn which will allow a decision to be made on progression of office reorganisations across the County.

(f)
Partner Involvement

14. NHS partner organisations have been consulted.  Several of the organisations have already expressed an interest in taking part in any development.  Work on preparing estimates on the levels of accommodation need for these partner organisations, along with the implications for the options, will therefore need to be progressed.

(g)
Conclusion

15. Although the initial appraisal shows that the reorganisation is not self financing, it is recommended that the appraisal is progressed to project approval stage, at the same time as the north and south office reorganisations, so that the overall financial position for all of the office reorganisations can be considered in Autumn 2005.  The property implications of establishing Directorates for Children’s and Adults’ Services and the Shared Service Centre should also be clearer.

Central Offices

16. It is appropriate to update the Cabinet on the reorganisation of Central Offices as it has links to the office reviews and the proposals for Old County Hall.

17. The business case to convert/upgrade central offices (County Hall, Macclesfield House and Speedwell House) under Modern Workstyle principles is not financially viable as it stands.
18. The proposal to create a Shared Service Centre as part of the SAP revitalisation project could result in revenue savings which would pay the accommodation costs of a shared service centre and could help to achieve a reorganisation of central buildings.
19. It is also possible that some staff could move out of central buildings as part of the Review of Assets proposals for reorganising offices in the north, south and non-central Oxford offices.

20. Any decision on the possible re-organisation of the central offices should be dependent upon the possible provision of a Shared Service Centre and the implications of the move to Directorates for Children’s and Adults’ Services.  It is therefore proposed that a further report on this is brought to the Cabinet in the Autumn of 2005. 

Old County Hall

21. In March 2004, the Executive considered a scheme drawn up on behalf of the developer of the Castle site for the conversion of Old County Hall to a Conference Facility.  It was generally welcomed by members and would have given the opportunity to secure substantial capital investment in a good, historic building and give much better use and viable facilities.  However, the proposal was subject to shared use of the building with the hotel on the Castle site and it was not possible to agree a balance of use acceptable to both parties.  Officers were therefore asked to explore the scope for redevelopment by the County Council for its own use.  

22. A preliminary assessment of the capital and revenue implications has been made and the facilities management requirements have been considered.  The main features of the redevelopment would be:

(i) Creation of approximately 200 sq m of additional space, including a new Council Chamber, achieved by the installation of new floors in the Council Chamber and Old Grand Jury Room; 

(ii) Upgrading of the building to provide high quality training, conference and meeting accommodation in a central, sustainable location.  

(iii) Depending upon the final configuration agreed, creation of 8 rooms to cater flexibly for a range of training / meeting / conference requirements, ranging from small breakout rooms to a large conference hall.

(iv) Retaining the provision of the Common Hall Café (or creating a smaller facility if desired, to free up additional space).

Further details, including sketch plans, are available in the Members’ Resource Centre.

23. The accommodation could be used for formal Council Meetings, other meetings, conferences, training events, workshops and away days and would provide an alternative to hiring external venues.  The accommodation could also be made available for hire by external organisations and partners.

24. There are many events across the Council which are held at external venues and there should be the scope for reducing the amount the Council spends on external venues, if Old County Hall was used in this way.  

25. The cost of carrying out the works to Old County Hall would be in the region of £1.5 to £2 million.  If the capital was borrowed, the initial annual borrowing cost would be approximately £150k.
26. There would be additional revenue costs associated with running such a facility, including cleaning, security, rates, maintenance and Hallkeepers.  It is estimated these would be in the region of £100k pa.  

27. The annual cost to be funded would therefore be in the region of £250k.   

28. A detailed business case will need to be prepared, and consideration will need to be given to ways this could be funded, but this is likely to include savings in the costs of hiring external venues and income from external use.

29. There would be scope for hiring out the accommodation to other organisations, which could offset some of the revenue costs.  

30. The advantages of this proposal are:

· The Council would have control over the use of Old County Hall;

· An extra 200 sq m of accommodation would be created in a central, sustainable location;

· The accommodation would be available for training and meetings, which would help to alleviate pressures on meeting rooms elsewhere and would allow savings to be made in the costs of hiring external venues;

· The County Council would be making better use of its property;

· A substantial repair and maintenance backlog could be addressed.

31. The disadvantages of this proposal are:

· The financial risks;

· Additional management liabilities; 

· Potential resistance to release of funds from directorate budgets to secure savings from hiring external venues

Review of Staff Housing

32. The Implementation Plan requires a review of caretaker housing and feasibilities studies on housing potentially suitable for disposal to be completed by June 2005.

33. There are 86 staff houses, excluding fire service houses, made up of:

· 52 caretaker houses

· 10 occupied by secure tenants

· 14 occupied by service tenants other than caretakers, for example residential staff

· 6 temporary staff houses

· 4 miscellaneous

(a) Review of Caretaker Housing

34. A review of the 52 caretaker houses has been undertaken by Learning & Culture.  Approximately 10% of primary and 90% of secondary schools have caretaker housing.

35. Of the 52 caretaker houses, 40 houses are integral to school sites, which means there is very little scope for disposal.  Of the remaining 12, 8 could potentially be separated from the school to enable disposal.  However the feasibility of this would need to be addressed with the school.  There are 4 houses located off the school site, where disposal could be more easily achieved.

36. Schools with caretaker housing have been consulted.  Most, but not all, are clear in their belief that the housing is crucial in aiding caretaker recruitment and crucial to the smooth running of the school (security, evening lock up, etc).  However, as only approximately 20% of schools benefit from staff housing, it is questionable as to how essential the accommodation is.  

37. Over the past decade, the number of staff houses has decreased, with 10 being converted to teaching, office or staff use.  

38. In most cases, caretaker houses are let on a service basis and are therefore tied in with contracts of employment.  Alternative use can therefore only be considered as and when contracts are terminated or if terms of employment were renegotiated.  Rents are mainly charged at 8% of basic salary.  The total rents received do not cover outgoings (management, R&M, etc), so the LEA subsidises the caretaker housing by approximately £150k per year (or £2,300 per house).  This raises the question as to whether it is reasonable to provide a subsidy which benefits such a small proportion of schools. 

39. The following approach is recommended.  As vacancies occur:

(i) If the house is an integral part of the school site, the school should be allowed to decide whether it wishes to take over the building for teaching or office functions, or whether it wishes to retain it for caretaker use in which case either the responsibility for paying the rent subsidy should transfer to the school, or the school should consider whether the rent should be increased so that no rent subsidy is required;

(ii) If the house is part of the school site, but could potentially be separated to allow a disposal,  the Council should review the position with the school before making a firm decision as to whether a sale can be achieved;

(iii) If the house is not part of the school site (i.e. it is off-site) the Council should pursue disposal of the house, unless there are particular reasons why this is not appropriate.

40. In this way the LEA subsidy for caretaker housing will gradually be removed.  This approach is supported by Learning & Culture.

(b)
Other Disposal Opportunities

41. There are six houses used for the purpose of providing temporary housing for new staff moving to the County.  These have proved difficult to let for a variety of reasons over the last few years, however at present they are all fully let.  Of the six houses, four could potentially be sold, two of which could be achieved in the short term and two in the medium to long term.  

42. Although the availability of temporary staff housing assists new staff moving to Oxfordshire, the housing is not ideally located and is often an inappropriate type.  Consideration should be given to using the capital receipts to provide more suitable housing, perhaps by purchasing nomination rights for key worker housing for County Council key workers.  The allocation of capital for this purpose would need to be considered further by officers and by the Capital Steering Group and assessed against other Council priorities for capital expenditure. 

43. The redevelopment feasibility of five other houses on school sites has been investigated but it has been concluded that these should not be pursued further.

RECOMMENDATIONS

44. The Cabinet is RECOMMENDED to:

(a) agree the strategy for non-central Oxford offices set out in the report;

(b) consider detailed appraisals for the North, South and Oxford non-central office reviews in Autumn 2005;

(c) consider a report on the central offices project in Autumn 2005;

(d) agree that the Council should in principle undertake the refurbishment of Old County Hall to provide conference, training and meeting facilities, subject to a detailed business case and specific funding arrangements being agreed by the Capital Steering Group and with a further report to the Cabinet before a commitment is made;

(e) agree to the process for considering the future of caretaker housing when vacancies occur and incrementally removing the subsidy to schools, as set out in the report;

(f) agree to the disposal of temporary staff houses when appropriate with the Capital Steering Group giving consideration to capital receipts being re-invested in key worker housing.

JOHN JACKSON

Director for Resources

Background Papers
Non Central Oxford Offices Financial Appraisal (Members' Resource Centre)

Report on Old County Hall – Mouchel Parkman (Members’ Resource Centre) 

Report titled ‘Management of Staff Housing’ prepared by the Corporate Property Group; (Members Resource Centre)

Report titled ‘Staff Housing: L&C Perspective‘ prepared by Learning & Culture (Members Resource Centre)

Contact Officer:

Mark Tailby, Team Leader (Strategic Asset Management) (01865 816012)

July 2005

Table 1: Oxford Office Review - Initial Financial Appraisal – Comparison of Options over 25 Years

Option
Recommendation
CAPITAL
REVENUE (Total over 25 years)
      Net Present Cost





Capital Cost

£m
Capital Receipts

£m
Net Capital Expenditure

£m
Current Running Costs

(A)

£m
New Running Costs

(B)

£m
Borrowing Cost of Capital

(C)

£m
Net Revenue Cost 

(=B+C-A)

£m
TOTAL

£m
Annual

Average 

£m
Max. Annual

£m

(1) Existing    

 Offices improved
Reject – 

Does not meet objectives
0.94
0
0.94
10.52
10.52


1.43
1.43
1.03
0.04


0.87

(2) New build office on OCCsite
Progress to Detailed Assessment
9.75

(includes £2m for 

land value)
-4.58
5.17
10.52


10.21
7.90
7.59
3.44 
0.14


0.46

(3) Lease second hand office

2.34
-4.58
-2.24
10.52
23.37
-3.42
9.43
3.31
0.13


0.45

(4) Buy new build office
Keep Under Review – Lack of Availability
9.76
-4.58
5.18
10.52
9.66
7.91
7.05
3.81
0.15


0.47

(5) Build office on non-OCC owned site

9.19
-4.58
4.61
10.52
9.19
7.06
5.73
2.85
0.11


0.45

(6) Buy second hand office

8.20
-4.58
3.62
10.52
8.94
5.52
3.94
1.59
0.06


0.29

(7) Lease new office  prime location
Reject – Cost & Availability
2.36
-4.58
-2.22
10.52
24.34
-3.39
10.43
5.15
0.21


0.58

ANNEX 1

Review of Property Assets Implementation Plan

Key Areas
Actions
Lead
Timescales
Resource Implications

Project Organization


Prepare Project Plan & have approved by project sponsor

Establish effective links with area working initiatives

Establish & maintain links with partners on property issues with the aim of increasing sharing

Report to Executive on the progress of this implementation plan


CPG (MT)

CPG (MT)

CPG (SH)

CPG (MT)
By December 2004

January 2005

By January 2005

June 2005
Use existing staff resources

As above – to be agreed with others

As above

As above



Office Proposals


Northern Area Office Re-organization – Carry out final consultation with partners, draw up detailed brief and carry out detailed financial appraisal, submit project approval 

Implement Re-organization

Southern Area Office Proposals – Decide on appropriate location for new office hub (in addition to Foxcombe Court) in consultation with directorates, carry out detailed financial appraisal and submit project approval 

Implement Re-organization

Oxford Office Proposals - Resolve outstanding issues with Cricket Road Centre & Yarnton House relating to security of tenure, staff locations, outcome of the BV Review of Children’s Services & planning issues

Decide preferred option for re-organization of offices in Oxford with directorates and include opportunities for partner involvement where appropriate and possible. Report recommendations, detailed financial appraisal and implementation plan to Executive

Ensure linkages with modern work styles project, Westgate and West End Proposals


CPG (MT)

CPG (MT)

CPG (MT)

CPG (MT)

CPG (MT, Atkins)

CPG (MT, Atkins)

CPG (MT)
By March 2005

By December 2005

By March 2005

By December 2005

By May 2005

By June 2005

By November 2004
Use existing staff resources. Carry out detailed financial appraisal with a view to re-organization being funded by prudential borrowing on an invest to save basis.

Use existing staff resources and property consultancy budget.

Use existing staff resources to implement project.  Carry out detailed financial appraisal with a view to re-organization being funded by prudential borrowing on an invest to save basis.

Use existing staff resources and property consultancy budget.

Use existing staff resources and property consultancy budget. Resource implications of re-organization will be identified in financial appraisal

Use existing staff resources

Non-Office Proposals


Collect baseline data for measurement of progress on achieving the objectives of the review and establish annual targets for each objective

Investigate the feasibility of the package of library replacement schemes, incorporating one stop shops and other community and partner uses, funded through the Private Finance Initiative


CPG (MT)

CPG (PT)/L&C/Finance
Collect baseline data and establish targets for 2005/6 and report to Executive in March 2005

Report feasibility to Executive in March 2005
Use existing staff resources

Use existing staff resources

Repair and Maintenance Plan
Use savings on consultancy and planned maintenance

works

Prepare a business case for the use of prudential borrowing to tackle the high priority backlog repairs (excluding second and special schools)


CPG (GL)

CPG (GL)
From 2005/6

By June 2005
Use existing staff resources and property consultancy budget for strategy development. Recommendation to use

prudential borrowing.

Use existing staff resources and property consultancy budget.



Corporate Asset Management Plan
Incorporate objectives of the review in to the Corporate Asset Management Plan


CPG (MT)
Submit to Executive in September 2005
Use existing staff resources

Review of Smallholdings
Continue with strategy of phased disposals as agreed by Executive in July 2004. 

Report progress annually to Executive in Report on the Performance of the Council’s Property Portfolio.


CPG (Consultant)
Annual report to Executive in October 
Use existing staff resources and property consultancy budget. Capital receipts will be generated from disposals.

Staff Housing
Review management of staff housing

Review school caretaker housing with L&C

Undertake feasibility studies on potential disposal/redevelopment opportunities
CPG (PT)

CPG/L&C (PT, RC)

CPG (PT, Atkins)
By March 2005

By June 2005

By June 2005


Use existing staff resources. Potential for capital receipts

Use existing staff resources

Use existing staff resources and property consultancy budget

Leasing/Composite Sites
Implement approved action plan
CPG (JW)
By June 2005
Use existing staff resources. Savings in staff costs due to more efficient working practices



Traveller Sites
Future arrangements for site management should be reviewed by the Director for Community Safety
Community Safety
Complete
This review has taken place and management of the sites has been brought in-house




[image: image1]
ANNEX 3

Objectives of the Review of Property Assets

1. Smaller Portfolio;

2. More Flexible Portfolio;

3. Better Quality Portfolio / Improvements in the Working Environment;

4. A reduction in the maintenance backlog to a sustainable level;

5. Increase facilities for modern workstyles;

6. Increase Sharing;

7. More effective use of space;

8. Improved accessibility to services;

9. Improved environmental performance; and

10. A reduction in travel. 

Slade House


 6 Staff


60 sqm NIA








NEW EAST OXFORD 


HUB OFFICE





TOTAL STAFF 420


2,800 sqm (NIA)








Cricket Road


(no move)








NEW EAST OXFORD 


HUB OFFICE





TOTAL STAFF 420


2,800 sqm (NIA)





Shotover Centre 85 Staff


496 sqm NIA








NEW EAST OXFORD 


HUB OFFICE





TOTAL STAFF 420


2,800 sqm (NIA)





Tyndale House


164 Staff


1024 sqm NIA








NEW EAST OXFORD 


HUB OFFICE





TOTAL STAFF 420


2,800 sqm (NIA)





Oxford Options


8 Staff


60 sqm NIA








NEW EAST OXFORD 


HUB OFFICE





TOTAL STAFF 420


2,800 sqm (NIA)





Wadham Court


54 Staff


372 sqm NIA








NEW EAST OXFORD 


HUB OFFICE





TOTAL STAFF 420


2,800 sqm (NIA)








Harlow Centre 


(no move)











NEW EAST OXFORD 


HUB OFFICE





TOTAL STAFF 420


2,800 sqm (NIA)





Yarnton House


106 Staff


1020 sqm NIA








NEW EAST OXFORD 


HUB OFFICE





TOTAL STAFF 420


2,800 sqm (NIA)











NEW EAST OXFORD 


HUB OFFICE





TOTAL STAFF 423


2,800 sqm (NIA)





Annex 2:  Proposed Office Moves


New Build Option 2 and Leased In Option 3
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