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ITEM EX12

EXECUTIVE - 19 APRIL 2005

REVIEW OF PROPERTY ASSETS

Report by Director for Resources

Introduction

1. The Executive last considered the Review of Property Assets on 21 December 2004 and resolved to approve the Implementation Plan which is given in Annex 1.   This report gives information on progress with the Implementation Plan and appropriate recommendations to allow work to continue.  

Northern Area Office Reorganisation

2. On 21 December 2004 the Executive agreed that the main offices in the northern area should be consolidated in Banbury, Witney and Bicester and that a detailed brief and financial appraisal should be completed by March.  A detailed option appraisal has been undertaken for Witney and the preferred solution is to combine the majority of offices into Mount House, an existing County Council property, with the long term aim to combine all offices in one location if a suitable opportunity arises.  The proposal for Bicester is to refurbish the existing offices.  A range of solutions for Banbury has been used in the financial appraisal, with the preferred option being dependent on the findings of an option appraisal, if the Executive gives approval to proceed.

3. An office brief has been prepared by checking information on staff numbers, assumptions on Modern Workstyle and by assessing meeting rooms and other facilities required at the new office hubs.  This has given office sizes on which to base the financial appraisal.

Financial Appraisal

4. The full financial appraisal is in the Members’ Resource Centre.  The approach has been to consider all of the northern area office moves as one project and to take into account savings that will arise over a 25 year period from consolidation into a smaller number of properties.

5. Table 1 summarises the findings of the financial appraisal.  This shows savings in running costs of between £2.5m and £3.6m over 25 years (approximately £100 – 150,000 a year) for 6 of the 9 options. However these savings are not large enough to cover the overall borrowing costs resulting from the net capital expenditure required. The smallest net costs are incurred with options 6, 4 and 2c, with average annual costs of £2,000, £15,000 and £40,000 respectively.

6. The option chosen and timescales could depend to some extent on the opportunities available for office provision in Banbury.

7. Until a preferred opportunity for Banbury is identified it is not possible to precisely specify the financial implications, but based on current estimates it is likely to be difficult to secure a fully self financing solution, despite the savings in running costs.
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Banbury Options

1.          OCC new build

2a.
      buy new build (prime location)

2b.        buy new build (secondary location)

2c.        buy new (secondary location),reduced fit out cost

3a.        lease new build (prime)

3b.        lease new build (secondary)

4. buy second hand

5. lease second hand

6. upgrade existing offices only (no touchdowns)





Note: The solutions for Witney (consolidation to Mount House) and Bicester (refurbishment of existing offices) are the same in each option.






Table 1: Summary of Northern Area Financial Appraisal – Comparison of Options over 25 Years (£000)
Southern Area Office Reorganisation

8. On 21 December 2004 the Executive agreed that work should be undertaken to consider office provision for those office staff (45 approximately) in the south of the county that had not been accommodated in the new Social & Health Care office at Foxcombe Court, Abingdon.  These staff are currently located in office accommodation in 61a High Street, Wallingford; Cholswell Court, Shippon and Champion House and The Clinic, Abingdon.  All of these properties will be sold or leases given up in options 2 and 4 (set out below), and all but Champion House will be sold or given up in option 3.

9. Four options have been considered in detail and these are summarised below.  A full financial appraisal including whole life costings has not been undertaken for the southern area office reorganisation because of the smaller scale of the reorganisation.  However Table 2 presents a financial summary of the capital and revenue implications.

Option 1 - Do nothing - this is not recommended as it does not make effective use of the Council’s property and does not meet the objectives of the Review. 

Option 2 - Relocate to The Charter, Abingdon – The Charter is a leased property that is partly vacant. The leases run until 2009 and 2010.  Capital receipts would be higher than option 3, but revenue savings would be lower.
Option 3 – Relocate to Champion House, Abingdon – This is a County Council owned property that has been identified for disposal. It would provide good office accommodation with low set up costs.  Capital receipts are lower than in option 2 but revenue savings are higher and will more than adequately cover the set up costs.  Assuming occupiers are found for the vacant parts of The Charter, the overall capital and revenue position is similar to option 2.  This is the preferred option of the service directorates, in particular it would provide service benefits to Learning & Culture by having staff located close to the Orchard Pupil Referral Unit and would make effective use of the Council’s property.

Option 4 – Relocate to new Southern Area Location – This option has the advantage of providing an Oxfordshire County Council presence in a second town in the south of the County. The second base is not however required by service directorates and would have higher costs and lower savings than options 2 and 3.

10. The financial position shows that option 4 is not a cost effective option, but that there is no significant difference between options 2 and 3, both of which would lead to revenue savings and would be self financing.  Option 3 is therefore the preferred option due to the benefits to service delivery. 

Non-Office Proposals

Monitoring the Property Portfolio

11. The report to the Executive on 21 December proposed that change in the non-office portfolio is achieved incrementally by the decisions that are regularly made about how to address property needs.  These decisions are influenced by the Council’s priority to Make Better Use of Property and will be informed by the property strategy to be developed as part of the Council’s Corporate Asset Management Plan.

12. It is proposed that change in the property portfolio is monitored and measures are put in place to assess annually the extent to which the objective to Make better use of Property is being met. In essence this should allow an assessment to be made of how effectively the Council is using its property portfolio and meeting its objective to Make Better Use of Property.
Table 2 - Southern Area - Financial Summary
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1. Do nothing






2. Relocate to The Charter






3. Relocate to Champion House






4. Provide secondary base in Didcot
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1
2
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£000
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Capital Receipts
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-1,600


Committed Receipts (re Foxcombe)
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800
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0
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82
190


 
 

 
 


Net Capital Cost/(-)Receipt
0
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82
-610
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0
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8
-59


 
 

 
 


REVENUE
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..Champion House
28
0
28
0


..The Charter (2nd floor)
104
104
0
0
(Note 1)

..Clinic, Faringdon Road
11
0
0
0


..61a High St, Wallingford
22
0
0
0


..Cholswell Court, Shippon
28
0
0
0
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0
0
0
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-90
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-247
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Notes






1. Assumes costs are covered in Options 3 & 4 by letting to other occupants.



13. Annex 2 gives:

· suggested measures for each of the Review objectives

· baseline data for 2004/5

· where possible, performance for the 2004/5 year for each measure

· a target for performance in 2005/6; and 

· a five year target to 2010.

14. This is currently a draft report to enable the Executive to comment on the approach, format and content.  If the Executive approves this approach, it is proposed that this information is reported to the Executive in September each year and forms part of the report on the Performance of the Council’s Property Portfolio.

Consideration of PFI Funding

15. The report to the Executive on 21 December 2004 indicated that opportunities had not been found for significant change in the non-office portfolio. It was however proposed that as part of the work on the Library Strategy, the potential for a package of library replacement schemes incorporating one stop shops and other partner and community uses be considered.  

16. This issue has been considered as the need to improve libraries and access to County Council services were consistent themes raised at the Review Workshops held in September and October last year and as these services are an area where PFI credits are available.

17. The conclusion reached is that PFI funding is not an appropriate funding route at the present time. This is partly because the opportunity to apply for the next round of OPDM and DCMS funding has passed for this year, but also as there are not adequately developed OCC strategies or proposals that would fit within the criteria for funding.  

Repair and Maintenance Strategy

18. A separate report on the Repair and Maintenance Strategy will be considered by the Executive at this meeting.

Progress on Other Items on the Implementation Plan

19. An update on items in the implementation plan not being reported in full to this meeting is given below.

Establish Effective Links with Area Working Initiatives and Establish Links with Partners on Property Issues

20. The Corporate Property Group has established links with the County Council area coordinators.  Partners are being contacted and their property needs are being incorporated into a County Council Register of Property Needs.  Reviews of procedures are also taking into account partner needs, such as the current review of the process for disposing of property.  A member of the Property Group has been given specific responsibility for developing links with partners.

Oxford Office Proposals

21. The Implementation Plan proposes that a decision is made on the reorganisation of offices within Oxford by June 2005.  Work is progressing on considering options and the implications of the Best Value Review of Childrens’ Services.

Corporate Asset Management Plan

22. A review of arrangements for asset management planning and the Capital Strategy is currently taking place, and this coincides with an internal audit of these issues.  A report on the proposed new arrangements will be considered by the Capital Working and Steering Groups in April and May.  The review will take in to account guidance and best practice including findings from research recently commissioned by the ODPM.  The intention is that the Asset Management Plan and Capital Strategy contain the Council’s property and funding strategy and that they inform the setting of the Council’s capital programme.

23. The Corporate Asset Management Plan and Capital Strategy will be reported to the Executive for consideration in September.

Staff Housing

24. The Implementation Plan proposes that work on the review of school caretaker housing and feasibility studies on the disposal or redevelopment of some staff housing sites is completed by June 2005.  Work is progressing on these issues and recommendations will be brought to the Executive in July 2005.

Leasing in/Composite Sites

25. The Executive has previously approved an action plan for work on these issues and implementation is proposed to be complete by June 2005.  A report to the Executive will be made in July 2005.

RECOMMENDATION

26. The Executive is RECOMMENDED, subject to the comments of the Corporate Governance Scrutiny Committee, to:

(a) note the findings of the financial appraisal for the northern area and support the progressing of the reorganisation, subject to consideration of a Project Appraisal for the preferred option in the northern area by October 2005;

(b) approve the self-funding proposals to consolidate the southern area offices considered as part of this review into Champion House, Abingdon, with consolidation to be completed by December 2005;

(c) approve the approach to monitoring the performance of the Council’s property portfolio as set out in the report and Annex 2 and to request a report with the Report on the Performance of the Council’s Property Portfolio in September each year;

(d) agree that opportunities for PFI funding be monitored be that this funding route be considered when solutions to property needs are being developed; and

(e) note that a further report on progress on the Review of Property Assets Implementation Plan will be presented to the Executive in July 2005.

JOHN JACKSON

Director for Resources
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