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Introduction

Purpose of the Capital Strategy and its Links to Other Plans

1. The purpose of the Capital Strategy (CS) is to set out the County Council’s capital investment strategy. The strategy was adopted by the Executive and approved by the Council in 2003.  It has been revisited to cover the period 2007/08 to 2009/10 which is consistent with the Corporate Asset Management Plan (AMP) which it sits alongside.  The corporate AMP sets out the Council’s current and future property asset needs that arise from the Council’s corporate and service priorities and the Council’s approach to meeting those needs.

2. The Strategy demonstrates how the Council prioritises, targets and measures the performance of its limited capital resources so that it maximises the value of that investment to support the achievement of the Council’s corporate and service priorities, key cross-cutting activities and initiatives and national priorities.  It demonstrates how capital investment contributes to the corporate objectives of

‘Low Taxes, Real Choice, Value for Money ’

3. The CS covers all physical assets including roads, bridges, buildings, plant and equipment including Information Communication Technology (ICT) which are all classed as capital assets.

4. The CS forms part of a hierarchy of plans for the Council.  At the top of the hierarchy sits the regional and partnership plans like the Community Strategy, the Local Area Agreement and the South East Plan and below this sits the overriding plan for the council the Oxfordshire Corporate Plan below which sit the following levels: statutory, strategic (includes the CS and the corporate AMP) and directorate plans. This year business plans have been produced at service level below directorate plans for the period 2007/08 to 2010/11 which set out revenue and capital funding linked to service outputs and outcomes. These will be further developed and will help inform where capital investment can improve service outcomes and achieve value for money. 

The Council’s Priorities

5. The vision for Oxfordshire is set out fully in the Corporate plan alongside the strategic priorities and challenges 

‘’We want Oxfordshire to be a thriving county which adapts to a changing world but remains a special place in which to work, live and visit’’.

6. Our strategic priorities are to:

· help the economy to grow as fast as possible with a real choice of access to jobs, homes, leisure and services and in a way that does not prejudice the future of our environment

· give us all – throughout our lives – the opportunity to enjoy effective teaching and learning

· safeguard our communities and maintain our rural character

· help our disadvantaged residents to live fulfilling and independent lives

· keep improving our services by listening to users’ views

· make Oxfordshire – its City, towns, villages and countryside – welcoming , safe and exceptional places to live, work, learn and visit

7. The strategic challenges we face are:

· sustaining Oxfordshire’s successful economy

· tackling traffic congestion

· improving educational attainment and skills

· improving the street scene and enhancing the environment

· reducing crime and anti– social behaviour

· improving health and decreasing inequalities to narrow the gap in life expectancy

· rationalising waste management to reduce the environmental and economic impact

8. There are also significant demographic pressures.  The greatest increase will be in the older people population.  The over 65 population is forecast to increase by 13,300 to 101,400 between 2006 and 2011.  Of this figure the over 85 population is forecast to increase by 2,800 to 14,200 or 25%.   One in four of this group will require intensive support from the social and health care system. There is an increased life expectancy of clients with learning disabilities.  This client population is forecast to grow by 182 new clients from 2007/08 and a further 130 from 2009/10.

9. Demographic change puts pressure on other essential services: waste management; public transport facilities.  Oxfordshire’s population is forecast to be around 635,000 by mid 2011 and the number of new dwellings to increase by 2430 or 1% each year.  The long term development over these areas is set out in operational plans like the Local Transport Plan (LTP), the Oxfordshire Waste Strategy (OWS) and the Homes for Older People (HOPs). 
How Capital Resources Help Deliver Our Priorities

10. The CS ensures that we direct our capital resources to meet council and service priorities and meet the strategic challenges which are set out fully in the Corporate Plan.  The table at Annex 1 summarises how the CS is helping direct resources to the schemes and plans which deliver our priorities.

The Community Strategy and Partnership Working

11. In order to reflect the views and needs of our community and to achieve our agreed priorities we are committed to partnership working and the importance of our community leadership role.  The Oxfordshire Partnership (OP) brings together organisations from the public, private, voluntary and community sectors.  The OP is led by an executive board which leads the strategic development and co-ordination of the partnership.  The OP developed a community strategy covering the period 2004 – 2007 setting out key priorities and actions.  The OP is now developing a new Sustainable Community Strategy for 2008 and beyond through consultation with stakeholders and an assessment of the available research and data for Oxfordshire and the region.  Affordable housing is a priority in the existing strategy and is likely to remain so in the new sustainable community strategy.  The ways in which we work in partnership to deliver our priorities is set out in Annex 2.

Funding Strategy

12. The corporate and service priorities which flow from our plans are set out fully in the corporate AMP.   Not all of these can be fully quantified and are subject to further detailed work and consultation being carried out.  The total of the costed and unquantified priorities far exceed the resources available.  The government allocates funding through credit approvals and grant for Schools and for the LTP with a small amount (around £1m) for Personal Social Services and Fire.  The pie charts included at Annex 3 show the make up of the resources available to fund the programme between 2007/08 and 2009/10 and how the resources are planned to be allocated to the directorates.

13. We are increasingly looking to maximise our funding through other funding strategies and this is set out further below.

Oxfordshire’s Funding Position

14. Oxfordshire’s gross and net revenue budget figures for 2006/07 are £797.3m and £332.9m respectively.

15. The Council’s capital assets are valued at £1,560.5m in the 2005/06 Statement of Accounts.  The summary of the consolidated balance sheet is set out at figure 1.  

Figure 1.0 Summarised Consolidated Balance Sheet


Operational assets
Non operational assets
Total Assets


£M
£M
£M

Land & Buildings
1307.1
62.1
1369.2

Vehicles & Plant
8.4
0
8.4

Infrastructure
182.9
0
182.9


1498.4
62.1
1,560.5

16. The total repair and maintenance backlog figure stands at some £80m at the end of 2005/06.  It is a priority of the Council to tackle this and in 2005/06 it agreed to take prudential borrowing of £25m over 6 years to help reduce this.  Of this around £1.7m was spent in 2005/06. 

17. The Council agrees a rolling three-year Capital Programme annually in February as part of the integrated Service and Resource Medium Term Financial Plan.  The total available funding is £189m over the period 2007/08 up to 2009/10. This does not include Education funding after 2007/08 which will add to the value of the programme and the figures for transport maintenance are provisional between 2008/09 and 2009/10.  These figures will be announced as part of the Comprehensive Spending Review (CSR) in the summer 2007.  The resources available for the capital programme and the planned payments for 2007/08-2009/10 are illustrated in the pie charts attached at Annex 3.

18. Total gross capital receipts are forecast to be £17.098m for 2007/08 to 2009/10.  Every effort is made to maximise the amount of receipts realised in year.

19. The Council’s formula grant is heavily restricted or damped due to changes in formula funding introduced last year.  As this restriction or damping wears off, we can expect to receive grant increases that are little more than the minimum increases decided by the Secretary of State.  This means that taking up any additional supported borrowing in future years (not already included in the MTFP) may impact on the Council Tax.  The Cabinet have approved the use of the full supported borrowing allocations from 2008/09 onwards up to the levels included in the Medium Term Financial Plan approved in 2006.
Allocation of Capital Resources

20. The allocation of capital resources forms part of the budget process, agreed by Council on the recommendation of Cabinet.  Cabinet first considers the views of the Capital Steering Group (CSG) which is made up of senior corporate and directorate officers and the cabinet member for Finance and Property.  This group is responsible for overseeing the CS and the corporate AMP and ensuring that these key documents drive the capital programme.  It is supported by the Capital Working Group (CWG) made up of corporate and service directorate officers. 

21. CSG considers the service and council priorities and how capital schemes meet these priorities using a process of prioritisation which is referred to below.  Each scheme must have an option appraisal which looks at the various methodologies for funding it and a project approval where it exceeds £0.200m and a whole life appraisal to ensure value for money.  The revenue consequences of each capital project must be considered alongside the capital funding and be a part of the formal approval process to ensure that the full cost of implementing a scheme is included in the approval process.

Children, Young People & Families

22. The funding received from government for Schools is allocated according to the priorities set out in the Children, Young People & Families Asset Management Plan and the detailed funding programme is approved by the Capital Steering Group and by Council.

Local Transport Plan

23. The funding received from government for the LTP is allocated to schemes in the plan.  These are subject to approval by the CSG and by Council.
Prioritising Capital Projects

24. The CSG use the following criteria for all other areas as approved  by the Executive on 8 July 2003 to determine priorities within the capital programme:

· Schemes which meet one or more of the strategic priorities set out in the Oxfordshire Plan

· Schemes which help to deliver core service aims and objectives

· Schemes identified as priorities within the Corporate Asset Management Plan

· Cross cutting solutions

· Self financing projects, those generating capital receipts and those securing external funding. (A higher weighting should be given to schemes which are fully funded. Consideration is given to schemes which attract funding but are not considered as important in terms of achieving strategic or service aims – this is carefully evaluated against higher needs elsewhere.)

· Schemes providing ‘invest to save’ opportunities

25. The findings of the Asset Management Peer Review conducted in May 2006 by IDeA and IPF Asset Management Network recommended that the capital prioritisation process set out in the Capital Handbook be improved and consideration be given to providing a scoring matrix to provide a more objective method of assessment.  A draft proposal has been considered by the CWG. A scoring matrix is being further developed for approval by CSG and adoption in 2007/08. This information will enable CSG to determine the projects relative value to achieving organisational objectives.

How We Maximise Our Funding

Lottery Funding

26. The Council seeks to maximise its capital receipts and external funding opportunities.

27. We have been successful in pursuing lottery funding and have found ways to deliver matched funding.  We have secured funds for the County Records Office and the Woodstock Museum.  Lottery funding is currently available for public libraries and we are looking at options for applying for this. The corporate AMP identifies a potential bid of £2m against this for a new library at Banbury which is the highest priority for library re-provision.

Developer Contributions

28. The Council is proactive in ensuring as far as possible that all additional capital investment needs arising from new developments are funded from developer contributions.  We are successful in securing significant levels of developer contributions around £39m at the end of 2005/06.  There is a significant increase to this expected as part of a major housing redevelopment in Didcot.  Service directorates are encouraged to be more pro–active in coming forward to identify legitimate projects which could be funded from developer contributions.  

29. The government have recently consulted on the possibility of replacing developer contributions by a planning gain supplement. If this were to be introduced it would impact adversely on the level of developer contributions which we currently attain.  However, it is now thought to be unlikely that there will be any introduction of the scheme before 2009.

Prudential Guidelines

30. The opportunity for unsupported borrowing using Prudential Guidelines is used by the Council where the investment can be repaid from the revenue budget and represents a saving on current levels of expenditure.  There would need to be a change in policy if expenditure were to be incurred without generating sufficient savings to pay the costs of the borrowing, as there would be a need for additional expenditure which would impact on the council tax.

31. We have a number of existing schemes which are funded from prudential borrowing. These are:

· Backlog on repair and maintenance of property £25m over 6 years from 2005/06 mostly in relation to schools.

(£ 1.7m spent in 2005/06)

· Loans to foster carers for property improvements to facilitate placements and in particular to enable siblings to be placed together, £0.300m per annum, £0.900m over three years.(£0.080m allocated in 2005/06)

· Energy Conservation £0.450m available for schools and non schools 

· Review of Property Assets £1m over 5 years

Invest to Save

32. The Council invests in programmes which enable it to deliver cash savings to further invest in service delivery through better ways of working and which reduce its impact on the environment.

33. Future First is an ongoing project within Oxfordshire County Council aimed at reducing the impact of council buildings, schools and activities on the environment – it is about reducing our ‘environmental footprint’. We will be tackling our carbon emissions, waste production and water use in the second year of this project through the Future First Action Plan 2006-07.

34. In May 2006 we started working with the Carbon Trust to develop a long term robust strategy to address our carbon emissions through the Local Authority Carbon Management Scheme. There is a huge range of projects currently happening in schools and for schools around the county through the Future First project including the eco–schools programme.  The Council has identified £0.450m from prudential borrowing for energy conservation.  Further investment will be required to fund further improvements and changes needed to meet our targets.

Internal Loans

35. The Council is committed to helping schools provide healthy meals and   is providing interest free loans up to a total of £0.508m to schools repayable from their devolved capital to update their kitchens.

PFI/Public Private Partnerships

36. The Council pursues all suitable options for funding its major schemes.  It has fully investigated PFI options but has not so far decided this has been appropriate for any scheme.  It has successfully used private/public partnership funding to develop the Oxford Castle site working with the private sector and SEEDA. It has also upgraded homes for the elderly in partnership with the Order of St John. It is currently considering suitable options for funding the waste treatment contract, possibly through a Design, Build, Finance, Operate (DBFO) deal with the private sector.

School Academies

37. There is a separate funding stream from government for school academies.  Oxfordshire has secured funding for academies at Banbury (Drayton Academy) and Oxford City (Peers Academy).

Capital Receipts

38. Capital receipts for surplus land and buildings are maximised.  However, they are not automatically reallocated to the service area which they originate from.  Consideration is given to a self funded project which includes a capital receipt but this is not automatic and the whole process is subject to the rigour of the CSG process for allocation of resources.

Performance Management, Monitoring and Review

39. The Council has a rolling three year capital programme agreed by Council annually in accordance with its priorities.  The capital programme is updated and reported quarterly.  Financial monitoring is presented to the Cabinet monthly.

40. The corporate AMP sets out national and local performance indicators used to monitor the performance of the property portfolio and inform strategy development alongside benchmarking information and targets for future performance.  The review of performance considers condition, energy management, capital receipts against target and capital programme performance.  There is a programme of post completion and post occupancy reviews for all new properties.

Conclusion

41. Capital resources are severely constrained compared to the needs arising from the Council’s strategic and service priorities including meeting and containing demographic pressures.  The Strategy illustrates how difficult it is and vital to be able to prioritise correctly between competing demands in order to utilise limited funding most effectively and to be able to maximise other funding streams.  These are areas which are being strengthened.  It has been highlighted in the Strategy the likely pressures arising from taking additional supported borrowing.  This indicates the need to pursue ever more strongly other avenues for funding.  The Council remains committed to maximising its use of funds for capital particularly where there are substantial revenue benefits.

ANNEX 1

Council Strategic Priorities and Challenges and Service Priorities
Capital Schemes and Plans which meet our priorities

Help the economy to grow as fast as possible with a real choice of access to jobs, homes, leisure and services and in a way that does not prejudice the future of our environment


The LTP

PSA and LAA targets for affordable Housing



Give us all – throughout our lives – the opportunity to enjoy effective teaching and learning


CYP&F AMP

Disability Equality Plan

Library Improvement Plan

Youth Services Strategy

Review of Adult Learning

Safeguard our communities and maintain our rural character


Waste Strategy (OWS)

Fire Stations

Countryside Services

Help our disadvantaged residents to live fulfilling and independent lives


Homes for Older People (HOPs)

Disability Equality Plan

Community Services Strategy

CYP&F AMP

Keep improving our services by listening to users’ views
Review of Property Assets (ROPA)

Youth Service Strategy

Fire Stations

Make Oxfordshire – its City, towns, villages and countryside – welcoming , safe and exceptional places to live, work, learn and visit
West End Project

Waste Management

Strategy 

Disability Equality Plan

Youth Service Strategy

Review Of Property Assets 

Countryside Services

ANNEX 2


Ways in which we work in partnership

Key Worker Housing

The Council in partnership with the Districts has provided 22 loans for affordable housing to key workers through the Public Service Agreement.   

The Local Area Agreement (LAA) is a three year agreement between the council and central government.  The LAA enables us to work collaboratively with other public sector and voluntary organisations by pooling resources and achieving joint delivery arrangements. The Local Area Agreement (LAA) which replaces the PSA has 13 targets agreed with the districts. This includes a target to increase the number of affordable homes as follows: ‘’ deliver 256 additional affordable homes across Oxfordshire of which 70% social rented and 30% home ownership.



Waste Management

The Oxfordshire Waste Strategy (OWS) is a partnership between the County and Districts which is considering the most efficient options for collection and treatment of waste over the next 25 years.   It addresses the need to divert waste from landfill in line with the targets for the Landfill Allowances Tax Scheme to avoid future fines.

The Council has a number of ongoing schemes to improve its recycling centres. The priorities are for redevelopment of the Redbridge Recycling Centre and the purchase of the Oakley Wood Recycling Centre.  It is also necessary to investigate the need for a new recycling centre in north Oxford and longer term to improve recycling centres at Dean Pit, Oakley Wood, Alkerton, and Ardley Fields and to develop smaller satellite recycling centres.



Homes for Older People

The Council operates a private public partnership with the Oxfordshire Care Partnership (Orders of St John – referred to as OCP/OSJ) to provide residential care homes for the elderly.  There are major demographic and dependency pressures in the over 85 population and for carers.  Officers are working on a strategy for community services for the elderly which will be in partnership with OCP/OSJ and with Health which is aimed at keeping older people independent and out of care for longer by enhancing preventative services.  A major reconfiguration of the service is planned towards sheltered   housing and extra care homes and home support in order to maintain independence longer and for nursing and Elderly Mentally Ill (EMI) homes for more intensive needs.  It is planned to reconfigure services within the resources already allocated, however there may be major hump transitional costs from 2009/10. These are yet to be quantified whilst detailed plans are drawn up. 

Developing day support services is a major part of the community services strategy.  The day support strategy is being actively developed with the mental health and the Oxford Radcliffe NHS Trusts.  Close consideration is being given to the joint use of assets in the provision of integrated services. This is part of the detailed review of strategy for community services. Detailed costs are being worked on.



Environmental Initiatives

The Future First Action Plan has been developed by a Board which includes external partners and sets out our approach to tackling some of our major environmental impacts.  The action plan sets clear targets for priority areas such as waste, water, energy and travel, and identifies cross cutting and specific actions each directorate can take to achieve these targets. The Council is setting demanding targets in carbon management and has been accepted for the Carbon Trust Local Authority Carbon Management Scheme.  A contribution of £0.500m is required over the period 2006/07 to 2008/09 to provide matched funding working in partnership with Salix using the  partner funding to establish a ring–fenced sustainable fund to provide internal ‘loans’ for Energy Efficiency Projects.  The energy savings go back into the fund to continue the investment in carbon management technologies.



Town Centre Developments
The West End project in Oxford City Centre is being undertaken in partnership with SEEDA and the City Council and the Chipping Norton Town Partnership with the Chipping Norton Town Council and West Oxfordshire District Council.
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