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Executive Summary

1. The Capital Strategy is part of a hierarchy of plans from Oxfordshire 2030, the Sustainable Communities Strategy developed by the Oxfordshire Partnership, to Business Plans for individual county council services.  Wherever appropriate the Council actively works in partnership to deliver common objectives. The strategy links back to the Council’s four cross cutting themes that are consistent with Oxfordshire 2030: 
· A World Class Economy
· Environmental and Climate Change

· Healthy and Thriving Communities

· Better Public Services

2. The strategy is informed by both the Council’s priorities flowing from its plans and the Council’s needs, identified through the Corporate Asset Management Plan and the Local Transport Plan.  Both the Corporate Asset Management Plan and the Local Transport Plan have agreed objectives for capital investment. These are shown in the body of the strategy.
3. At the end of 2007/08, the Council’s capital assets are valued at £1,637.5m and there was a repair and maintenance backlog for property of £81m.  The current capital programme for 2009/10 to 2013/14 totals £392.7m (to be updated when agreed at Council).

4. The Council seeks to maximise capital resources, particularly through maximising capital receipts and the pursuit of external funding.  Use is also made of prudential guidelines to fund additional capital investment needs by borrowing repaid either from savings or from revenue over a 25 year period.

5. Although the Council seeks to maximise resources from external sources, due regard is always given to the need to deliver Council priorities and the cost to the county council.  Significant earmarked funding is received in the form of grant and borrowing approval for schools and transport.  Not utilising this funding for the purpose for which it was given would prejudice future capital resources and it is therefore allocated according to the priorities in the Schools Asset Management Plan and the Local Transport Plan within the constraints of the Medium Term Financial Plan.
6. In allocating the remaining resources, the following criteria are used to determine priorities:

· 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. 
· Schemes providing ‘invest to save’ opportunities

7. Before individual schemes over £0.2m can proceed, an option appraisal which looks at the different ways the desired outcome can be achieved has to be approved.

8. The capital programme is updated and reported quarterly, with a financial monitoring report being presented to Cabinet monthly.  As a consequence of concerns over delivery of the programme, action was taken to improve in 2008/09, including the appointment of a Capital Programme Manager.

9. A number of government plans could impact on the capital strategy, including making the planning system fairer (impacting on developer contributions), setting up Local Education Partnerships to deliver projects for Building Schools for the Future, the proposal for an Eco town in the county and the implementation of International Reporting Standards.  The current economic climate may also have an impact on the strategy, particularly in relation to available funding via capital receipts and developer contributions.
10. 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 Council’s policy of utilising additional unsupported borrowing through Prudential Guidelines will help bridge the gap of unmet capital needs.  It is vital to be able to prioritise correctly between competing demands in order to utilise limited funding most effectively to manage future expected cost pressures and to continue to maximise other funding streams. It is also vital to work more effectively with partners.  

11. The Council remains committed to maximising its use of funds for capital particularly where there are substantial revenue benefits and to meeting its highest priority investment needs over the next 10 years.

Introduction

12. The purpose of the Capital Strategy (CS) is to set out the County Council’s capital investment plans. The strategy was initially adopted by the Executive and approved by the Council in 2003.  It has been revisited to cover the period 2009/10 to 2013/14, consistent with the Corporate Asset Management Plan (AMP) and Local Transport Plan (LTP), which sit 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.  The LTP identifies the Council’s priorities for transport infrastructure and associated transport related issues.

13. 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 Council’s Vision and Priorities.

14. The CS covers all physical assets including roads, bridges, buildings, plant and equipment including Information Communication Technology (ICT) in accordance with the CIPFA Statement of Recommended Practice. 

The Capital Strategy in Context

Links to Other Plans

15. The CS forms part of a hierarchy of plans for the Council.  At the top of the hierarchy sits the regional and partnership plans, in particular the Sustainable Community Strategy (Oxfordshire 2030), the Local Area Agreement, the Regional Economic Strategy and the South East Plan. The overriding plan for the council is the Oxfordshire Corporate Plan incorporating the Medium Term Financial Plan. Below this sits statutory and strategic plans, which include the Capital Strategy, Asset Management Plan and the Local Transport Plan. 

16. Towards the bottom of the hierarchy are the Directorate and Business Plans, the latter being at service level.  These are being updated and rolled forward to cover the same period, 2009/10 to 2013/14 setting out revenue and capital funding linked to service outputs and outcomes. The business plans include how capital can be employed to meet service objectives and help inform where capital investment can improve service outcomes and achieve value for money. 

The Council’s Vision and Priorities

17. The Vision for Oxfordshire is set out in the Corporate Plan.  

‘We will deliver prosperity and security for the people of Oxfordshire by encouraging economic growth while improving the quality of life and environment for those living and working in the county.

We will measure our success by continuous improvement in our services.  We will do this through effective partnership with the public, our communities, voluntary and business organisations and by seeking greater benefit for the Council Tax payer.

Our Key aims are to deliver low taxes, real choice and value for money in all that we do.’

18. Our Corporate Plan describes our challenges across 4 cross cutting themes:

· World class economy

· Environment and climate change

· Health & thriving communities

· Better public services

19. We have a modern and prosperous economy, which demands a highly skilled workforce and well-developed infrastructure.  There is an increased emphasis on developing regional solutions to the problems of growth and infrastructure.  The South East Plan will identify the number and strategic location of new houses to be provided. Major growth is planned from now until 2026. This housing growth will lead to investment priorities for improving transport and other infrastructure (schools, libraries, health and other facilities according to local population needs) to support the development. We are developing a longer-term capital plan of a 10-20 year horizon.
20. We face the challenges of an increasing population, a growing economy and the pressures of waste and pollution.  Whilst we need to ensure economic success we must protect the environment in the face of population growth and climate change. We want to enable Stronger and Safer communities, develop our diverse communities and promote opportunity and independence.  This includes such diverse projects as enabling the urban renaissance of the West End of Oxford to developing rural and market town strategies to provide these communities with fresh vitality.

21. There are significant demographic pressures.  The county population is growing with an estimated 632,000 people in 2006 compared to 607,300 in 2001 and planned to grow further to 655,000 by 2011. The greatest increase will be in the older people population.  Both the over 65 and within this the over 85 population is forecast to increase. One in four of the over 85 population will require intensive support from the social and health care system. Over the next twenty years the numbers aged over 85 are expected to double. There is an increased life expectancy of clients with learning disabilities and this client population is also forecast to grow.  

22. Demographic change puts pressure on other essential services such as waste management and public transport facilities.   The medium and 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 Strategy (HOPs).  Social and Community Services are producing a new Community Services Strategy which tackles the challenges of our aging population.   
Sustainable Communities Strategy and Partnership Working

23. 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 has developed a Sustainable Communities Strategy – Oxfordshire 2030 - setting out key priorities and actions for 2008 and beyond after seeking the views of stakeholders and an assessment of the available research data for Oxfordshire and the region. 
24. Oxfordshire 2030 has 4 strategic objectives :

· A World Class Economy

· Healthy and Thriving Communities

· Environment and Climate Change

· Reducing inequality and breaking the cycle of deprivation

	
	Key ways in which we work in partnership

	The Oxfordshire Partnership
	This is the strategic partnership framework for the county and includes the Oxfordshire Partnership Board, the Oxfordshire Public Service Board and thematic partnerships including partnerships for health and well-being, children and young people, safer communities, environment and waste. The Partnership is responsible for agreeing objectives and targets including those agreed with Government in the Local Area Agreement. 

	Key Worker Housing
	Working collaboratively with other public sector and voluntary organisations to increase the number of affordable homes across Oxfordshire, of which 70% social rented and 30% home ownership.

	Waste Management

	The Oxfordshire Waste Partnership (OWP) is a partnership between the County and District Councils, which is considering the most efficient options for collection and treatment of waste over the next 25 years, including improved recycling and reduction in landfill.   

	Homes for Older People Strategy
	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.  . 

	Community Services Strategy 
	Day support services are being actively developed with the mental health and the Oxford Radcliffe NHS Trusts, including consideration of joint use of assets in the provision of integrated services. 


	Environmental Initiatives
	The Future First Board includes external partners and has developed an Action Plan which and sets out our approach to tackling some of our major environmental impacts such as waste, water, energy and travel.

	Town Centre Developments
	The West End project in Oxford City Centre is being undertaken in partnership with South East England Development Agency (SEEDA) and Oxford City Council.  Other partnership arrangements are planned or are in place for Didcot, Chipping Norton, Bicester and Banbury. 


Identification of Capital Needs

25. In determining a capital strategy, the Council has to identify its needs as well as its priorities.  In most cases the needs are driven by priorities, but this is not always the case.  Identifying needs by surveying the directorates provides an opportunity for the Council to review its priorities.

26. There are two principle sources of needs identification:

· Corporate Asset Management Plan

· Local Transport Plan 

27. In developing the Corporate Asset Management Plan a comprehensive exercise to identify needs is carried out.  Flowing from this, and taking into account council priorities, the AMP has identified the following key objectives:

· 90% of the Council’s property to be fit for purpose by 2015;

· improvements to the condition of the Council’s property and a reduction in the maintenance backlog to a sustainable level;

· improvements in office accommodation and the introduction of modern workstyle across the county by implementing the Better Offices Programme;

· reducing the Council’s carbon footprint;

· provision of suitable property to enable improvements in adult social care;

· addressing inadequate library services, particularly in Thame, Oxford Central Library, Banbury, Bicester and Headington;

· improvement in the condition and suitability of youth centres;

· improvements in facilities to increase the re-use and recycling of waste;

· modernisation and improvement of schools in accordance with the Schools Asset Management Plan

· improving access to our buildings for people with disabilities

28. Every five years the Council agrees a Local Transport Plan for submission to the Government.  Resource allocation from central Government flows from this process.  Generally speaking, the better the LTP and the better it links with national priorities, the more resources are secured.  The current LTP has the following themes:

· Tackling congestion;

· Delivering accessibility;

· Safer roads;

· Better air quality; and 

· Improving the street environment

29. The transport investment programme, using the resources allocated by the Government, is designed to deliver certain objectives outlined within the LTP consistent with the themes outlined above.

Linking Plans to the Council’s Strategic Themes

30. Having identified both priorities and needs, it is important to ensure 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 below summarises how the Capital Strategy helps to do this.

	Strategic Themes
	Schemes and Plans which meet our priorities

	World Class Economy

Better Public Services
	The Local Transport Plan (LTP)

West End Project

	Healthy & Thriving Communities

Better Public Services
	Schools Asset Management Plan
Community Services Strategy

Homes for Older People (HOPs)

Disability Equality Plan

Library Improvement Plan

Youth Support Services Strategy

Review of Adult Learning 

	Environment & Climate Change

Better Public Services


	Oxfordshire Waste Strategy (OWS)

Future First Strategy

Better Offices Programme (BOP)

Fire Stations 

Countryside Services


Oxfordshire’s Funding Position  

31. Oxfordshire’s net revenue budget for 2008/09 is £365.5m.

32. The Council’s capital assets are valued at £1,637.5m in the 2007/08 Statement of Accounts.  The summary of the consolidated balance sheet is set out in the table below.  

Consolidated Balance Sheet

	
	Operational assets
	Non operational assets
	Total Assets

	
	£m
	£m
	£m

	Intangible Assets
	1.7
	0
	1.7

	Land & Buildings
	1,314.0
	42.3
	1,356.3

	Vehicles & Plant
	13.0
	0
	13.0

	Infrastructure
	266.5
	0
	266.5

	TOTAL
	1,595.2
	42.3
	1,637.5


33. The total repair and maintenance backlog figure stands at some £81m at the end of 2007/08.  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 £5.5m was spent in 2007/08. 

34. The Council agrees a rolling five-year Capital Programme annually in February as part of the Service and Resource Planning process.  The total available funding over the plan from 2008/09 – 2012/13 is £477.5m, of which £195.6m relates to non-schools and non-transport.

35. Total gross capital receipts are forecast to be £34.3m between 2008/09 and 2010/11.  
How We Maximise Our Funding

36. The Council will seek to maximise its capital resources, particularly through maximising capital receipts through the sale of surplus assets and by pursuing external funding opportunities.  We also help services to fund their capital investment needs where this is consistent with Council priorities.  Specific funding sources and ways in which services are helped are considered below. 

Lottery Funding

37. We have been successful in pursuing lottery funding and have found ways to deliver matched funding.  We will continue to pursue funding from this source to fund needs consistent with our priorities. 

Developer Contributions

38. 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 will keep under review the resources allocated to this task.  For example, a Scrutiny Review of developer contributions was conducted and presented to Cabinet in September 2007 setting out recommendations to improve the processes for securing developer contributions and the need to invest further in the developer funding team to increase capacity.  Members and Service directorates are encouraged to be more pro–active in identifying legitimate projects, which should be funded from developer contributions.  

Prudential Guidelines

39. The Council evaluates as part of its medium term planning process the relative priorities between funding revenue and capital and then ensuring that there is on-going revenue funding available to meet the impact of any additional borrowing requirements.  As a result the Council will use funding under prudential guidelines for two categories of expenditure.  

40. Firstly where capital investment will result in future revenue savings, the cost of borrowing has been met from these savings.  Examples include Energy Conservation and the Better Offices Programme.

41. Secondly where the Council has a significant unmet capital need, a decision can be taken for capital investment funded by borrowing.  With the exception of programmes that apply across all services, e.g. repair and maintenance, this is currently only undertaken for non-schools and non-transport needs.  This is due to the shortage of capital resources in these areas. The borrowing is repaid from revenue over a number of years.  Examples include a decision in 2008 to invest £25m over a 10-year period in projects where capital resources would otherwise be difficult to identify.  In this case the borrowing is to be repaid from revenue over a 25-year period.

Invest to Save

42. 
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.  An example of this is Future First.

Carbon Management Programme

43. 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. The Council has developed and implemented a Carbon Management Programme and is committed to an 18% reduction in its carbon footprint by 2012 based on the 2005/06 figures.  This will be funded in part by prudential borrowing and in part in collaboration with the Carbon Trust.  In the latter case we have agreed to match fund resources provided, with any saving as a consequence of the investment re-invested in further projects to reduce carbon usage.

Internal Loans

44. 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.

Private Finance Initiative (PFI)/Public Private Partnerships (PPP)

45. The Council pursues all suitable options for funding its major schemes through PFI/PPP etc., taking a decision on the merits of each individual case.  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

46. There is a separate funding stream from government for school academies.  Oxfordshire has secured funding for academies at Banbury (North Oxfordshire Academy) and Oxford City (Oxford Academy).  The County Council is responsible for procuring the Peers Academy which is the largest single capital building project undertaken.

Capital Receipts

47. The Council positively looks to maximise capital receipts for surplus land and buildings, unless there is a better overall benefit, for example by accepting a reduced receipt in return for provision of a service, e.g. houses for independent living.  Council policy is not to automatically allow the originating service to utilise them. If the asset is to be replaced, then generally the service may use the receipt to fund the replacement.  The service may also make a case to using the receipt for other services. The Capital Steering Group will consider each case on its merits. 

Allocation of Capital Resources



Strategic Allocation

48. A number of funding sources come with strings attached.  As indicated above, the Council will endeavour to maximise capital resources wherever possible.  However, this will always be done with a view to help deliver council priorities and with an eye to the cost to the county council.  For example, increases in the Council’s Formula Grant (to fund revenue expenditure) is restricted due to changes to the formula.  This means that taking up additional borrowing may impact on the Council Tax rather than be funded by the grant.

49. Significant earmarked funding is received in the form of grant and borrowing approval for schools and transport.  Not utilising this funding for the purpose for which it was given would prejudice future capital resources.  This funding is therefore allocated according to the priorities set out in the Schools Asset Management Plan and the Local Transport Plan. This is subject to the overall programme being approved by Council, following recommendations from the Capital Steering Group and the Cabinet.  

50. Having allocated these earmarked resources, consideration will then be given to the remaining capital needs and available resources.  In February 2008 the Council agreed to use prudential borrowing to fund £25m of capital investment over 10 years, repayable over 25 years from available revenue funds.  As part of the Council’s annual Service & Resource Planning process there should be a review of this policy, taking into account the overall funding shortfall and affordability of prudential borrowing.  The outcome of the review could require the policy to be varied rather than being withdrawn completely.  In particular, the policy would not be withdrawn where commitments have been made.
Prioritising Capital Projects

51. When considering capital investment needs for projects other than schools and transport, there will invariably be a funding shortfall.  In order to determine which projects should proceed, the CSG use the following criteria, 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

52. 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 Council’s Capital Handbook be improved and consideration be given to providing a scoring matrix to provide a more objective method of assessment. A scoring matrix has been devised but practical problems have meant it has yet to be implemented. 
Appraising Individual Schemes

53. Before proceeding individual schemes must have an option appraisal which looks at the different ways the desired outcome could be delivered and where it exceeds £0.200m, the Council’s Financial Regulations require a project approval. Whole life considerations to ensure value for money are applied at all stages of projects.  The revenue consequences of each capital project must be considered alongside the capital funding to ensure that the full cost of implementing a scheme is included in the approval process.

Performance Management 

Monitoring Delivery of the Capital Programme

54. The Council has a rolling five-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. Concern has been expressed by senior officers and councillors about the non-delivery of the agreed capital programme and the lack of accuracy in reporting to Cabinet.  This was evidenced by the 2007/08 capital outturn which was underspent by 12.8% against the latest programme, despite the February monitoring report projecting a 4.3% underspend.  Action is being taken to address this during 2008/09, including the planned appointment of a Capital Programme Manager, with the expectation of a significant improvement.

Value for Money

55. The Council is committed to achieving Value for Money on all capital expenditure through its process for project appraisals and option appraisals.  It uses whole life considerations throughout projects.  Contracting arrangements for construction projects include performance targets and indicators.  For key projects independent consultants advise on the value for money from capital investment in property and have produced reports indicating that projects for new buildings have provided good value on the basis of benchmark data.
Performance of the Property Portfolio

56. 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.

Future Changes

57. The following potential changes being introduced nationally may well have an impact on the Council’s capital Strategy.

58. Communities and Local Government (CLG) are proposing to make developer contributions through the planning system fairer and more certain by introducing a new statutory ‘planning charge’. Local authorities would set standard charges for infrastructure need, enabling them to capture planning gain more systematically.  Changes would be based on the total costs of infrastructure in an area.  CLG will be publishing further details.

59. The Council will have to consider setting up a Local Education Partnership (LEP) to deliver projects for Building Schools for the Future (BSF) as this is the preferred model of delivery indicated by the DCSF to streamline procurement. Currently the County Council is placed in wave 10-12 and 13-15 of the programme.  The Children Young People & Families Directorate has started to prepare for BSF in order to submit an Expression of Interest in October 2008 to enter BSF earlier.  We may or may not be successful.
60. We are also anticipating that the move to implement International Financial Reporting Standards from 2008/09 may mean that public expenditure on capital is squeezed in the future because PFI and PPP projects funded off balance sheet will come back onto the government balance sheet and therefore increase government borrowing against its self imposed limits or ‘golden rules’ for borrowing.

61. In addition, the current economic conditions may have an impact on the capital strategy.  The impact on the housing market is likely to have an impact on capital receipts and developer contributions associated with growth areas.  A slow down could also impact on the timing of capital investment.

62. The proposal for an Eco town in the north of the county would, if approved, have very significant implications for capital investment by the county council.

Conclusion

63. 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 Council’s policy of utilising additional unsupported borrowing through Prudential Guidelines will help bridge the gap of unmet capital needs.  It is vital to be able to prioritise correctly between competing demands in order to utilise limited funding most effectively to manage future expected cost pressures and to continue to maximise other funding streams. It is also vital to work more effectively with partners.  

64. The Council remains committed to maximising its use of funds for capital particularly where there are substantial revenue benefits and to meeting its highest priority investment needs over the next 10 years.
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