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SERVICE AND RESOURCE PLANNING 2009/10 – 2013/14

Report by Chief Executive, Assistant Chief Executive (Strategy) and

Assistant Chief Executive & Chief Finance Officer

Introduction

1. This report is the third in a series on the Service and Resource Planning process for 2009/10 to 2013/14, providing councillors with information on budget issues for 2009/10 and the medium term. It follows on from reports to Cabinet on 16 September and 25 November 2008.  The report sets out the review of charges, provides an update on the Service and Resource Planning process and includes relevant information from the Chancellor’s Pre Budget Report and outcome of the draft Local Government Finance Settlement.

2. The following annexes are attached:

Annex 1:
Summary of Pressures, Priorities, Efficiencies, Savings and Service Reprioritisations

Annex 2:

One-off Investment Proposals

Annex 3:
Pressures, Priorities, Efficiencies, Savings and Service Reprioritisations

Annex 4a:
Review of Charges report

Annex 4b & 4c:
Current and proposed charges 

Annex 5:
Capital Priorities identified by Capital Steering Group

Service and Resource Planning process 2009/10

3. The table below shows the revised sum available to allocate, with the net directorate pressures and priorities, including adjustments to spread the use of the one-off funding taken from the addenda to the November Service & Resource Planning report.

	
	2009/10
	2010/11
	2011/12
	2012/13

	
	one-off
	ongoing
	one-off
	ongoing
	one-off
	ongoing
	one-off
	ongoing

	
	£m
	£m
	£m
	£m
	£m
	£m
	£m
	£m

	
	
	
	
	
	
	
	
	

	Revised Sum Available
	7.9
	0.3
	-0.9
	4.6
	-0.4
	6.8
	0
	8.1

	
	
	
	
	
	
	
	
	

	Less: Directorate Pressures & Priorities net of savings
	-2.4
	-3.0
	-3.0
	-2.3
	-1.4
	-11.4
	-1.0
	-5.1

	(Shortfall)/Surplus
	5.5
	-2.7
	-3.9
	2.3
	-1.8
	-4.6
	-1.0
	3.0

	Spread the use of one-off funding over the medium term
	-5.5
	
	3.9
	
	1.4
	
	0.2
	

	(Shortfall)/Surplus
	0.0
	-2.7
	0
	2.3
	-0.4
	-4.6
	-0.8
	3.0


4. The position in the report was not balanced in 2009/10 and over the medium term, with more pressures and priorities for funding than funding available.  

5. Corporate Governance Scrutiny Committee met on 26 November to put forward suggestions on how the pressures might be relieved across the total budget, i.e. across Directorate boundaries. Their suggestions have subsequently been forwarded to each scrutiny committee for their consideration and comment.  The outcome of the individual scrutiny committees during December will then be fed back to and considered by Cabinet in January 2009.

6. The Corporate Scrutiny Committee’s recommendations were:

(1)
in order to relieve pressures across the total budget, to suggest to each scrutiny committee:

(a) that they look for reductions in net costs in each budget area of 1% to 2% through for example inflation / efficiency savings / delayed expenditure which could achieve up to £3m total savings;

(b) (b)
that they aim to reduce the engagement of agency and contract staff and consultants and consider replacing them with permanent staff where necessary;

(c) (c)
that directorates should review project management arrangements to ensure that projects are within budget;

(d) (d)
a robust review of all vacant posts; and

(2)
that the Corporate Governance Scrutiny Committee:

(a) in December 2008 reviews the one-off ICT investment proposals; 

(b) in January 2009:

(i)
receives information about the number of consultants and the total consultancy budget and looks at ways of making savings by not using consultants and improving staff recruitment;

(ii)
should consider a suggestion to bring in a consultant to look at the whole Council to achieve savings.

7. Cabinet Members and relevant officers have challenged the proposed pressures and funding priorities plus the efficiencies, savings and service reprioritisations. A summary of the position for all Directorates is set out in Annex 1. In addition, a number of one-off investment proposals are identified linked to key priorities.  The proposals are set out in Annex 2. 
8. Attached at Annex 3 is a schedule setting out, for each Directorate, identified budget priorities and pressures in the respective service areas and how these could be funded through efficiencies, savings and service reprioritisations. For some Directorates an imbalance of pressures and savings is currently presented.  This does not imply that the balance will be funded. It represents the position based on the current proposals and will be part of the review at each Scrutiny Committee. 
9. The financial risk of not achieving the savings is also set out in the annex categorised into high, medium or low. This does not refer to the service risk. The types of savings proposed are also set out in the annex. These are categorised into: efficiency savings (which count as Government Value for Money savings), income generation and service reduction.  In addition a category of other has been used where the proposed saving is delivered by different funding stream (e.g. use of reserves or carry forwards, alternative use of previously agreed funding etc).  An efficiency saving means that the budget of the service is reduced but the same amount and quality of service is provided. Income generation is receiving a higher level of income whilst containing expenditure.  A service reduction means that a lower level of service will be provided and/or a lower level of quality for the same/less money.   
10. Based on the current savings proposals summarised in Annex 1, £7.1m of the £13.7m savings in Annex 3 are classified as efficiency savings for Value for Money purposes.  However, this does not yet include any efficiencies already built in to future years of the current medium term plan. The Government target of 3% efficiency or value for money savings equates to £11.6m for the Council in 2009/10.
Provisional Local Government Finance Settlement

Formula Grant

11. The Minister for Local Government, John Healey, presented the Provisional 2009/10 Local Government Finance Settlement to the House of Commons on 26 November 2008. This marks the beginning of the 6-week consultation, the deadline for submissions to the consultation being 7 January 2009. The provisional 2009/10 settlement was originally announced on 6 December 2007 as part of the first three-year settlement along with provisional 2008/09 and 2010/11 allocations.

12. There are no changes in formula grant for any authority between the provisional settlement announced alongside the final settlement for 2008/09 in January this year, and that announced on 26 November.

13. For Oxfordshire, formula grant will be £104.8m an increase of £1.8m or 1.75% from the 2008/09 grant.  £9.0m of this is damping grant which takes the increase from 2008/09 up to the 1.75% minimum increase. Oxfordshire is one of six County Council ‘floor’ authorities, out of 51 authorities in total, to receive damping grant in 2009/10 to provide the minimum increase.
Icelandic Banks

14. In his statement to the House of Commons on 26 November, John Healey also announced that authorities ‘need not make provision in 2009/10 budgets for any possible loss’ of investments in collapsed Icelandic banks. He added, ‘this will give them time to adjust their medium term financial plans and be clearer about recovering their money before making decisions which affect their budgets or council tax’.

15. In effect, this is what was set out and proposed in the last report to Cabinet in November given that, even if the amount had to be written down in full in 2008/09 to comply with the Statement Of Recommended Practice (SORP) pending the outcome of the administration process, balances in 2009/10 would at £12.1m still be higher than the sum required through the risk assessment process. A decision could then be taken at a later date, if required, to build balances up again should the amount recovered fall short of the sum deposited.
Efficiency Information with Council Tax Demands

16. As set out in the last report, responses to the Department for Communities and Local Government’s consultation paper entitled Inclusion of Efficiency Information with Council Tax Demand Notices were due by 16 October 2008. 

17. The Minister announced as part of the statement to the House of Commons that councils will be required to set out standard efficiency figures on Council Tax bills from next year to ensure local residents have easy information about their council’s efficiency performance and to encourage them to challenge their council to do better. 
Specific and General Grants

18. There are a number of changes to specific grants for 2009/10 at a national level announced as part of the draft settlement. Draft figures were announced for three years, along with the formula grant in January this year. Most of the changes relate to pupil number led grants. 

19. In relation to Supporting People funding, the grant ring fencing will be removed for 2009/10.  The funding will not be rolled into Area Based Grant (ABG) for 2009/10 as expected, but is expected to be included in ABG in 2010/11.  As the grants will not be ring fenced, in theory all authorities are free to use the funds on other priorities.  In practice contractual commitments are likely to prevent this from taking place in Oxfordshire. 
Pre Budget Report

Efficiencies

20. In the Pre Budget Report issued 24 November 2008, the Chancellor announced that another £5bn of efficiency savings would be found by 2010/11.  These add to the £30bn promised in the 2007 Comprehensive Spending Review (CSR) period which ends in 2010/11.  Of the £30bn savings, local authorities were expected to find £4.9bn of savings.  Thus local authorities might be expected to find a further £0.8bn of efficiency savings as their share of the extra £5bn.  Authorities were expected to find savings from a base figure of £53bn of spending in 2007/08.  The £4.9bn amounted to finding savings of 9.3% of revenue and capital budgets over the three year period of the CSR.  Adding another £0.8bn of savings is equivalent to finding a further 1.5% of the base figure.  The savings target for the CSR period might therefore be increased to 10.8% of the base figure.  The Government will announce further details of how the additional £5bn of savings are to be found by 2010/11 in their Spring budget.  It is understood that the Local Government Association will be arguing against any addition to local government's efficiency savings target.

21. For Oxfordshire, the 2007/08 base spending figure is £373m.  Oxfordshire’s share of the extra £5bn might be £5.7m, just over 1.5% of the base.  This would be added to our existing CSR 2007 efficiency savings target of £34.7m, pushing it well above the agreed Local Area Agreement stretch target of £35.7m.  The new efficiency target will need to be allocated over the next two years, although it will be unrealistic to assume that much of it will now be achievable in 2009/10, although we are currently reviewing the potential for additional efficiencies to balance the budget.  An illustrative split has been included in the table at paragraph 38, and this will need to be refined in the Service & Resource Planning report to Cabinet in January.

Comprehensive Spending Review

22. The next spending review will cover the three years 2011/12, 2012/13 and 2013/14 and is likely to be in published in 2010. The Pre Budget Reports states that “real terms growth in current spending will average 1.2% a year in real terms. And in the next spending review we will continue to put money into public services and investment, to maintain the gains of the last decade, by increasing current spending by an average 1.2 per cent a year in real terms."
23. The current MTFP includes an increase of only 1% grant from 2011/12, as a prudent view about likely increases has always been taken.  This should still therefore be a realistic set of figures.

Employers National Insurance Contributions

24. A further announcement in the pre-budget report which directly affects the MTFP is the impact of the 0.5% increase in National Insurance from April 2011.  The impact of this on the ongoing budget from that point will be £0.7m, and has been added to the table showing the latest position at paragraph 38. The impact for schools is an additional cost of £1.3m which will need to be met from the Dedicated Schools Grant. 

Strategic Measures

25. The addenda to the November report included revised Strategic Measures figures which took account of the reduction on interest earned on cash flows.  It was reported that further work was also needed on this budget particularly in respect of borrowing costs, although the impact of this was not expected to be as significant as the losses on interest rate changes.  That work has been completed although it is still based on the existing capital expenditure profiles. The effect on the strategic measures budget is reflected in the table below.  

	
	2009/10

£m
	2010/11

£m
	2011/12

£m
	2012/13

£m

	Current MTFP
	32.886
	33.948
	33.772
	35.211

	November reports
	       34.953 
	    35.723 
	    35.232
	    36.305 

	Latest prediction
	34.326
	35.214
	34.847
	35.861

	Change from November
	    -0.627 
	    -0.509 
	-0.385 
	-0.444 


26. As with the impact of the Strategic Measures changes in the November report the underlying change from 2011/12 is proposed to be treated as ongoing funding from 2009/10, with the balance being treated as one-off in each of the earlier years.  The impact in the medium term of the changes is therefore an ongoing saving of £0.4m with a one-off saving of £0.2m in 2009/10; these are reflected in the table in paragraph 38. 

Review of Charges

27. As part of the work in completing the business plans, service managers have reviewed their charges.  Annex 4a sets out the Councils charging policy and an analysis of the changes in income.  The proposed charges are set out in detail in Annex 4b & 4c.

28. The effective date of the increases in most cases will be 1 April 2009 but are set out in the annex, although the Libraries Service has requested in Annex 4c, that their fees are increased with effect from 1 January 2009.

29. The information in the review of charges has been amended to take into account the announcement by the Chancellor on 24 November of the reduction in VAT effective for 13 months from 1 December 2008 to 31 December 2009.   The November Cabinet considered as an addenda to the Financial Monitoring report the late adjustment to the 2008/09 fees, and approved the reduction in fees from 1 December.  It is proposed that the increase in the fees from the VAT rate reverting back to 17.5% from 1 January 2010 is absorbed in order to keep charges constant for whole of 2009/10.

Capital Programme

30. The Capital Steering Group (CSG) considered the potential allocation of capital, and a series of new capital proposals at its meeting on 28 November.  Each scheme was assessed for its applicability to Corporate priorities. The schemes set out in Annex 5 were put forward to be progressed further for subsequent inclusion in the overall programme.

31. Overall, the CSG considered new capital proposals worth £17.9m against the estimated programme surplus. The total cost of the schemes recommended for inclusion is £6.9m, of which £0.6m had conditions applied to them and £3m is to be funded via Children Young People & Families Programme resources. 

32. If all schemes recommended are included in the capital programme, there may be a small surplus remaining. This is in line with the balanced programme principle reported to the Cabinet as part of the previous Service & Resource Planning report.   

33. When the final list of priorities is agreed by the Cabinet, a further assessment will be conducted regarding each scheme’s deliverability by the Capital Programme Manager.  This assessment will then inform in which year and with what profile agreed priorities will be included in the programme.

34. Draft versions of the Capital Strategy and the Corporate Asset Management Plan were also discussed by the Capital Steering Group and will be considered by Cabinet as part of the Service & Resource Planning report in January 2009.  

35. A fully updated Capital Programme will be presented to Cabinet in January 2009. This update will capture any new inclusions and any changes to the programme as a result of the Challenge Panels. It will also reflect the implications of new programme management principles agreed by the CSG as part of its consideration of the Draft Capital Strategy.  These changes and implications will be reflected in the estimated cumulative surplus figure and year-on-year position of the capital programme. 

Prudential Indicators
36. As part of the Service & Resource Planning process for 2009/10 Council will have to approve a set of Prudential Indicators which show that the Council’s use of borrowing is prudent, affordable and in line with the Council’s Treasury Management Strategy.  These indicators will be taken to Council for approval in February 2009. Some of these indicators are around the Treasury Management Strategy and will be included in the Service & Resource Planning report to Cabinet in January 2009.

37. The remaining indicators are dependant upon either the final agreed budget position or the notified supported borrowing allocations and cannot be calculated at this time.  

Revised forecast of sum available to allocate 

38. The changes set out in the report have an impact on the sum available over the medium term as set out in the table below. 

	
	2009/10
	2010/11
	2011/12
	2012/13

	
	one-off
	ongoing
	one-off
	ongoing
	one-off
	ongoing
	one-off
	ongoing

	
	£m
	£m
	£m
	£m
	£m
	£m
	£m
	£m

	Position from November Reports (Shortfall)/Surplus
	0.0
	-2.7
	0
	2.3
	-0.4
	-4.6
	-0.8
	3.0

	Addition for 0.5% NI increase from April 2011
	
	
	
	
	
	-0.7
	
	

	Reduction in cost of borrowing
	0.2
	0.4
	0.1
	
	
	
	
	

	(Shortfall)/Surplus
	0.2
	-2.3
	0.1
	2.3
	-0.4
	-5.3
	-0.8
	3.0

	Spread the use of one-off funding over the medium term
	-0.2
	
	-0.1
	
	0.3
	
	
	

	Revised (Shortfall)/Surplus
	0
	-2.3
	0
	2.3
	-0.1
	-5.3
	-0.8
	3.0

	
	
	
	
	
	
	
	
	

	Additional Government efficiency target to be identified
	
	1.0
	
	4.7
	
	
	
	


Financial and Legal Implications

39. This report is mostly concerned with finance and the implications are set out in the main body of the report.  The Council is required under the Local Government Finance Act 1992 to set a budget requirement for the authority and an amount of Council Tax.  This report provides information on the financial position for the authority which forms a basis for those requirements, leading to the budget requirement and Council Tax being agreed in February 2009.

RECOMMENDATION

40. The Cabinet is RECOMMENDED to:

(a) note the report; 

(b) note those charges prescribed by legislation;

(c) approve those charges where there is local discretion as set out in Annex 4;

(d) approve those charges for which an increase will commence before April 2009; 

(e) approve that those charges which are Standard VAT rated will not be increased in January 2010.

JOANNA SIMONS

Chief Executive

STEPHEN CAPALDI

Assistant Chief Executive - Strategy

SUE SCANE

Assistant Chief Executive & Chief Finance Officer
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