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Introduction

1. This report is the fourth 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 is the final report to Cabinet before Council considers the budget on 10 February 2009.  The report sets out the latest information on the Council’s financial position, includes the Treasury Management Strategy for 2009/10 and considers the capital funding, including an updated Capital Programme.  

2. The Cabinet Member for Finance has prepared a separate report, circulated alongside this report, which sets out the basis for the Cabinet’s budget proposals to Council and Medium Term Financial Plan (MTFP) for 2009/10 to 2013/14.  This takes into consideration comments on the draft budget proposals from the individual Scrutiny Committees in December 2008 as well as the latest information on the Council’s financial position as outlined in this report.  It also takes account of the public consultation on the budget which was undertaken on 17 November 2008, the initial outcomes of which are set out in an annex to that report. 

3. The following annexes are attached:

Annex 1:
Draft Medium Term Financial Plan (MTFP) 2009/10 – 2013/14 (To follow)

Annex 2:
One-off Investment Proposals 

Annex 3a:
Changes to Priorities, Pressures, Efficiencies, Savings and Service Reprioritisations

Annex 3b:
Revised Summary of Priorities, Pressures, Efficiencies, Savings and Service Reprioritisations

Annex 4a:
Draft Revenue Budget Booklet (To follow)

Annex 4b:
Expansion of the Older Persons Pooled Budget 2009/10

Annex 5:
Council Tax (draft)

Annex 6:
Specific Grants

Annex 7:
Virement Rules

Annex 8a:
Treasury Management Strategy Statement and Annual Investment Strategy for 2009/10

Annex 8b:
Interest Rate Forecasts & Economic Background

Annex 9:
Minimum Revenue Provision Policy Statement for 2009/10

Annex 10:
Prudential Code for Capital Guidelines

Annex 11:
Corporate Asset Management Plan 

Annex 12:
Capital Strategy

Annex 13:
Updated Capital Programme

Annex 14:
Capital Programme Risk Table

Draft Budget and Medium Term Financial Plan 2009/10 to 2013/14
4. The MTFP covers a five-year period.  The plan is rolled forward one year each year.  This year, there is an additional year added to include 2013/14. A draft MTFP for 2009/10 to 2013/14 is set out in Annex 1.  This includes the latest information on financing available to the Council plus pressures and priorities for funding from Directorates, as reflected in the report.  

Draft Budget 2009/10

5. The table below sets out the draft budget for 2009/10 as per the MTFP 2008/09 to 2012/13 and shows the latest position for both financing and expenditure.  Each of the Service & Resource Planning reports since September has detailed the changes in financing and expenditure from the previous report. For clarity, the table below sets out the January position compared to the original MTFP to provide an overall picture on the latest 2009/10 budget. 

6. Changes from the MTFP for both 2009/10 and over the medium term are explained in the ensuing paragraphs.

	2009/10
	MTFP

£m
	16 Dec

Report

£m
	20 Jan

Report

£m
	Change from MTFP

£m

	Formula Grant

Council Tax Precept (based on a 3.875% increase)

Council Tax surpluses/deficits
	104.8

274.7

1.2
	104.8

272.7

1.3
	104.8

272.7

1.3
	0

-2.0

0.1

	Financing
	380.7
	378.8
	378.8
	-1.9

	Base (2008/09 budget)

Inflation

Function Changes

Previously Agreed Budget Changes

Allowed Variations : Strategic Measures

                              : Use of Balances 

Sum Available : One-off
                        : On-going
	365.5

8.9

-0.2

1.4

0

0

3.2

1.9
	365.5

*6.0

-0.2

0.7

2.2

-5.4

7.7

*2.3
	365.5

6.4

-0.2

0.7

1.7

-5.4

7.6

2.5
	0

-2.5

0

-0.7

1.7

-5.4

4.4

0.6

	Expenditure
	380.7
	378.8
	378.8
	-1.9


* includes the impact of the reduced inflation provision referred to in the December addenda

Formula Grant

7. Draft formula grant figures for 2009/10 to 2011/12 were set out in the report to Cabinet in December 2008. The Pre-budget statement in December confirmed that the next Comprehensive Spending Review (CSR) will be in 2010 for the three years 2011/12 to 2013/14 and that the real terms growth in current spending will average 1.2% a year although floor authorities, such as Oxfordshire, may see a 0% real terms increase.  The current MTFP assumes increases of 1% in formula grant throughout the plan.  Given the current economic pressures, it would be prudent to leave the forecast increases beyond 2010/11 unchanged.

Council Tax

8. The County Council has received provisional taxbase figures from the five District Councils, with final figures to be confirmed once their Councils have agreed them.  Based on these figures, Oxfordshire’s taxbase
 for 2009/10 will be 240,915, an increase of 0.38% from 2008/09. However, the original MTFP assumed an increase of 1.1%. The current position is therefore 0.71% (1,729 properties) less than estimated in the MTFP.  The effect of this is to reduce the amount of money that can be collected through council tax and therefore the amount of precept to be paid to the County Council by the District Councils.  Based on the 3.875% council tax increase set out in the MTFP, a shortfall of £1.957m of precept will be due from the District Councils, as reported in December. 

9. The December addenda also set out further reductions in the taxbase for future years, as 1.1% growth is no longer realistic within the plan period, given the downturn in the economy.  The latest proposal is for growth to be included as 0.5% for 2010/11 and 2011/12 and 0.75% for 2012/13 and 2013/14.  

10. Latest information from the District Councils indicates that the County Council’s share of income from collection fund surpluses and shortfalls could be around the £1.25m included in the MTFP, although information is only available from two Councils at the time of writing.  Each District Council must formally notify the County Council of its share of any surpluses or shortfalls on the council tax collection funds within seven days of 15 January 2008.  Until this information is received the funding available to the authority cannot be finalised.  A verbal update will be given at the meeting. Any shortfall or surplus in income from the collection fund compared to that set out in the MTFP will reduce or increase the sum available for one-off funding.
Inflation

11. The original MTFP included inflation at 2.5% for pay, 2% for non-pay, 3% on contracts and 2% for fees and charges.  When the 2009/10 position was originally being reviewed in September 2008 there were concerns about the rising levels of inflation, however, this position has now reversed and there is an expectation that inflation rates will fall to very low levels in 2009.  
12. The December report set out the fees and charges applicable for 2009/10. Where this increase was deemed reasonable and in line with the corporate charging policy, an increase of 4% on fees and charges was agreed.  Increasing charges by more than the 2% included in the current MTFP reduced the overall inflation provision required by £0.474m.
13. Given the changing economic position, the December addenda set out the option to reduce the allocations for inflation to 1.75% for pay, 1% for non-pay but to leave it at 3% for contracts.  The addenda showed an estimated reduction in the inflation requirement of £2.379m.  Having now examined the detail of this calculation it has become clear that the impacts of the Dedicated Schools Grant were not fully taken account.  Taking this into account, if the above percentages were applied, the reduced inflation requirement would be £1.581m.  
14. Since December there has been rising unemployment and the projections for the coming year are for further job losses with pressure to hold pay or reduce pay increases.  This will impact on public sector pay rises.  Given this position, it is felt reasonable to further reduce the proposed level of pay inflation to 1.5%.  This reduction of 0.25%, from the 1.75% set out above, will reduce the sum required by £0.422m.
15. Inflation rates for future years have been left unchanged, although there are small amendments to the sums in the medium term plan reflecting the impact in future years of the lower rates in 2009/10.
16. It is recommended that these reductions in inflation provisions are approved, which will contribute towards balancing the 2009/10 budget. There are risks around setting reduced allocations for inflation, as the pay award for 2009/10 is not yet known, although the proposal provides a level for inflation which is deemed reasonable given the current economic outlook.  If the outcome of pay or other price increases creates pressures in year they will need to be addressed through the monitoring process.
Function Changes

17. The supplementary report to Cabinet in December 2007 set out the specific grants and functions transferring into/out of formula grant in 2008/09, 2009/10 and 2010/11.  For 2009/10 and 2010/11 the only change relates to the removal of the function of administering student loans; allowing for inflation at 1.75%, in line with the increase in formula grant, the total function change totals £0.187m.  In accordance with previous practise this has been allocated to the service.

Previously Agreed Budget Changes

18. Previously agreed budget changes are included in the current MTFP.  These are changes to the budget agreed in previous years.  The current MTFP includes provision for the Landfill Allowance Trading Scheme (LATS). The council has been set an allowance in tonnes for the amount of waste it can send to landfill and any shortfall between the allowance and the actual amount of waste will be managed by either paying a LATS fine of £150 per tonne, or by purchasing surplus allowances from other authorities.  The figure in the MTFP reflects an estimate of the cost of purchasing surplus allowances and an estimate of the number of tonnes likely to be required. Both have been revised to reflect the latest prediction. As a result a saving of £0.6m has been identified for 2009/10 and £2.0m in 2010/11. Beyond then, compared to what has already been built into the existing MTFP, additional costs of £1.7m in 2011/12 and £1.0m in 2012/13 have been identified. These will be reviewed annually as the price of purchasing allowances will depend on supply and demand so the current assumptions built in may change. 

Allowed Variations

19. Allowed variations comprise two items. Changes on the Strategic Measures budget
 and use of, or contributions to, reserves and balances.    

Strategic Measures

20. The previous reports have included amended forecasts for the Strategic Measures budget over the medium term reflecting the significant changes to the Bank Rate and consequent assumptions for interest earned on cash balances across the medium term. Revisions have also been made, and reported, to the capital financing element of the Strategic Measures budget based on latest estimates in the cost of borrowing over the medium term. The table below sets out the December assumptions on the Strategic Measures budget compared to that contained in the current MTFP. 

	
	2009/10 

£m
	2010/11

£m
	2011/12

£m
	2012/13

£m
	2013/14

£m

	
	
	
	
	
	

	MTFP 
	32.886
	33.948
	33.773
	35.211
	35.211

	Current Assumption
	35.066
	35.657
	35.573
	36.356
	36.764

	Change from MTFP 
	2.180
	1.709
	1.800
	1.145
	1.553

	
	
	
	
	
	

	Of which: On-going
	1.145
	1.145
	1.145
	1.145
	1.553

	One-off
	1.035
	0.564
	0.655
	-
	-


21. Following the review of the Treasury Management Strategy, which is set out in full at Annex 8a, further changes are proposed to the Strategic Measures budget.  Whilst no further changes are proposed to the interest rates applied (detailed in Annex 8b), it is now proposed that rather than borrowing externally to fund new or replacement debt, that up to 25% of internal cash flow resources are used before any external debt is taken.  This is because long term borrowing rates are expected to be higher than interest earned on deposits.  This results in a saving for the Strategic Measures budget.  At present 25% is equivalent to around £50m.    This strategy also reduces the risks associated with using external counter-parties and assists with the difficulties the Council has faced with placing cash with suitably rated counterparties since the banking turmoil has developed.  

22. The impact of these changes compared to December and the MTFP are shown in the table below.

	 
	2009/10

£m
	2010/11

£m
	2011/12

£m
	2012/13

£m
	2013/14

£m

	December Assumption 
	35.066
	35.657
	35.573
	36.356
	36.764

	New Assumption
	34.589
	34.720
	34.717
	35.800
	36.533

	Change from

December 
	-0.477
	-0.937
	-0.856
	-0.556
	-0.231

	
	
	
	
	
	

	Of which: On-going
	-0.556
	-0.556
	-0.556
	-0.556
	-0.231

	One-off
	0.079
	-0.381
	-0.300
	-
	0.325

	
	
	
	
	
	

	Change from MTFP
	1.703
	0.772
	0.944
	0.589
	1.322


23. This position will need to be monitored to compare the relative rates of borrowing and cash deposits.  Any changes proposed to the strategy will be reported to Cabinet.  There are usually risks associated with the assumptions on interest rates as market conditions can vary significantly.  The risks in 2009/10 will be more significant against the uncertainty in the banking sector than on changes in rates.  Given the low rate assumption, the impact of reducing rates is lower than in previous years.  The position will be reviewed regularly so that early notice can be given if there are likely to be significant changes to the budgeted figures. 

Use of Reserves and Balances

24. All the Council’s reserves which are maintained for specific purposes have been reviewed as part of the Service and Resource planning process but there are no proposals to change the levels held. 

25. The financial strategy states that balances should be maintained at a level commensurate with risk.  The Service and Resource Planning report to Cabinet on 25 November 2008 set out the updated risk assessment taking into account 2008/09 financial projections and the risks in the 2009/10 budget. This identified that balances of £11.5m were commensurate with risk.   

26. The Financial Monitoring report (CA5 on the agenda) shows the position on balances at the end of November as £21.352m.  Once the sums to be carried forward
 and LAGBI funding are excluded then the current balance is £20.525m.  The forecast for year-end was expected to be £18.0m based on the assumption that calls on balances would be £3.0m; including £1m for asylum seekers.  The level of general calls has been lower than previous years, with only £0.5m required so far.  A further potential £0.5m has been identified, but unless there are extreme weather conditions in the next few months, it is possible that only £2.0m call on balances will be required.  Consequently, it is proposed that the forecast outturn is amended to £19.0m.

27. Given the changes since November to the national economic position, the issues in the banking sector and their impact on the local economy, a further review of risks has been undertaken.  This has also taken into account the proposed reduction in the levels of funding for inflation in 2009/10, along with the potential need to write off any outstanding deposit from Landbanki Islands HF in 2010/11.  The appropriate level of balances is now deemed to be £12.5m in 2009/10 and 2010/11, reducing back to £11.5m for the future years.

28.  The latest forecast on balances over the medium term is set out in the table below.  There is still a projected surplus of £5.4m which is available for one-off funding in revenue. 

	
	2008/09

£m
	2009/10

£m
	2010/11

£m
	2011/12

£m
	2012/13

£m
	2013/14

£m

	
	
	
	
	
	
	

	Estimated Balances at Start of Year
	22.4
	19.0
	12.5
	12.5
	11.7
	11.5

	Budgeted Change in Balances per MTFP
	-4.2
	

0.9
	2.0
	2.2
	1.8
	2.0

	Total Balances at Start of Year
	18.2
	19.9
	14.5
	14.7
	13.5
	13.5

	Estimated Use of Balances
	-2.0
	-2.0
	-2.0
	-2.0
	-2.0
	-2.0

	Estimated Addition to Balances
	2.8

	
	
	
	
	

	Use of Surplus Balances
	
	-5.4
	
	-1.0
	
	

	Estimated Balances at end of year
	19.0
	12.5
	12.5


	11.7
	11.5
	11.5


29. The addition to balances in 2008/09 reflects an estimated £2.0m additional interest earned on cash deposits for the first half year of 2008/09, £0.7m from the Restoration Fund made available for local authorities affected by the June and July 2007 floods plus £0.1m repayment of a temporary supplementary estimate made to Adult Learning in 2006/07.  
Further Efficiency Savings

30. In order to balance the budget overall in 2009/10, it was proposed that the Scrutiny Committees should consider further efficiency saving targets be made across Directorates, either by reducing the pressures and priorities set out in Annexes 2 and 3 or by finding additional savings.  The report to Corporate Governance Scrutiny Committee on 26 November 2008 set out the Directorates target share per £1m, based on the previously used pro-rata methodology. This is shown below.

	
	Target per £1m

£000

	Children, Young People & Families
	175

	Social & Community Services
	500

	Environment & Economy
	225

	Community Safety & Shared Services
	15

	Corporate Core
	85

	TOTAL
	1,000


Priorities and pressures met by efficiencies, savings and service reprioritisations
31. The report to Cabinet on 16 December 2008 contained schedules (Annex 2 and 3 of that report) 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.  Annex 2 were one-off investments and Annex 3 represented ongoing pressures and savings.

32. An updated Annex 2 is attached, which reflect changes to the one-off investments, and additional one-off savings proposals.

33. Annex 3a shows the additional on-going efficiencies for 2009/10 which have been put forward, totalling £1.205m.  Several further changes to the pressures in Annex 3 since the last report are also reflected in Annex 3a.  A full Annex 3 will be included in the report to Council.

34. One of the most significant individual changes to Annex 3 is a revision to the Pension provision for 2011/12.  The figure included in the original corporate pressure was based on estimates made in September 2008, although these were known not to be finalised until the triennial revaluation in March 2010.  The position of the markets, inflation rates and assessments of liabilities will all impact on the final figure.  Whilst market conditions have not improved since the original analysis, the impact of reduced inflation needs to be factored into the projection.  The latest estimates show that the level of increase may be in the order of £4m, and a reduction of £2m has been included in Annex 3a. 

35. Annex 3b sets out a revised summary of priorities, pressures, efficiencies, savings and service reprioritisations, taking into account the changes in Annex 3a. 

Sum Available to Allocate

On-going

36. As set out in the table at paragraph 6, the on-going sum available to allocate in 2009/10 is currently £2.5m, compared with £1.9m set out in the MTFP in February 2008.  The increase of £0.6m is explained in the paragraphs above. 

37. Some of the changes reported previously and restated in this report also have an impact on the sum available in future years. The table below sets out the revised sum available to allocate for 2009/10 and over the medium term:

	
	2009/10

£m
	2010/11

£m
	2011/12

£m
	2012/13

£m
	2013/14

£m

	Sum available to allocate (ongoing) – MTFP
	1.9
	4.4
	9.7
	9.3
	9.9

	Reduced Taxbase
	-1.9
	-1.8
	-1.9
	-1.3
	

	Additional Inflation on fees and charges
	0.5
	
	
	
	

	Inflation – reduction of rates in 2009/10
	2.0
	0.2
	0.2
	0.1
	

	Changes in waste funding
	0.6
	2.0
	-1.7
	-1.0
	

	Increased cost of Strategic Measures 
	-0.6
	
	
	
	

	Additional cost of National Insurance
	
	
	-0.7
	
	

	Revised sum available to allocate (on-going)
	2.5
	4.8
	5.6
	7.1
	9.9


One-off

38. As set out in the table at paragraph 6, the amount of one-off funding available in 2009/10 is £7.6m compared to £3.2m in the MTFP.  The amount of one-off funding for 2009/10 may change as final figures are still awaited on the County Council’s share of collection fund surpluses or deficits from the District Councils. The table below sets out the latest position: 

	
	2009/10

£m
	2010/11

£m
	2011/12

£m
	2012/13

£m
	2013/14

£m

	Sum available to allocate (one-off) - MTFP
	3.2
	
	
	
	

	Increased then reduced collection fund income
	0.1
	-0.5
	
	
	

	Increased cost of Strategic Measures
	-1.1
	-0.1
	-0.3
	
	

	Use of Balances

	5.4
	
	
	
	

	Revised sum available to allocate (one-off)
	7.6
	-0.6
	-0.3
	0
	0


Draft Budget 2009/10

39. Taking into account the one-off investment proposals at Annex 2 and the imbalance on the pressures met by savings at Annex 3b, the financial position is not balanced in 2009/10 and over the medium term, with more pressures and priorities for funding than funding available. Although these proposals are not agreed, the impact is set out for illustrative purposes in the table below.

	
	2009/10
	2010/11
	2011/12
	2012/13
	2013/14

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

	
	£m
	£m
	£m
	£m
	£m
	£m
	£m
	£m
	£m
	£m

	
	
	
	
	
	
	
	
	
	
	

	Current Sum Available
	7.6
	2.5
	-0.6
	4.8
	-0.3
	5.6
	0.0
	7.1
	0.0
	9.9

	
	
	
	
	
	
	
	
	
	
	

	Less: Directorate Pressures & Priorities net of savings per Annex 2 and 3
	-1.9
	-1.8
	-3.0
	-2.3
	-1.4
	-9.4
	-1.0
	-5.1
	-0.4
	-3.3

	(Shortfall)/Surplus
	5.7
	0.7
	-3.6
	2.5
	-1.7
	-3.8
	-1.0
	2.0
	-0.4
	6.6

	Spread the use of one-off funding over the medium term
	-5.7
	
	3.6
	
	1.7
	
	0.4
	
	
	

	(Shortfall)/Surplus
	0.0
	0.7
	0.0
	2.5
	-0.0
	-3.8
	-0.6
	2.0
	-0.4
	6.6


40. Annex 4a sets out the draft detailed revenue budget for 2009/10 for directorates.  The annex shows the movement in gross expenditure and income from 2008/09, showing inflation, function changes, previously agreed budget changes and proposed virements. For illustrative purposes, the annex includes the effects of the priorities and pressures proposed plus the efficiencies, savings and service reprioritisations as set out in Annex 3b. This is not an agreed plan but shows the impact on services if all the proposals are agreed. This will be updated for the Council meeting in February to reflect each proposal made.

41. The Older People and Physical Disabilities Pooled Budget Joint Management Group have agreed in principal the enhancement of the pool by the transfer in 2009/10 of £30.2m of Adult Social Care expenditure (Home Support, Integrated Care Services etc.) to facilitate the payment of personalised budgets.  This level of virement will require Council approval, and a recommendation is set out below.  Further details of the proposal are set out in Annex 4b.  

Draft Budget 2010/11 onwards

42. The position in the table above shows that the overall MTFP is unbalanced for 2011/12.  However, no account has yet been taken of the further efficiency savings targets which the Government announced as part of the pre-budget report in November.  It was reported to the December Cabinet that our share of these further efficiencies could be in the order of £5.7m.  £1.205m has been identified for 2009/10, therefore a further £4.5m would be required which will balance 2011/12 and leave a small surplus.  Work will be required during 2009/10 to identify the source of these further savings, once the Government target is confirmed.

Council tax and precept
43. Annex 5 provides a draft of the council tax and precept calculations on the basis of the current MTFP proposed council tax increase of 3.875%.

Specific Grants

44. Annex 6 provides the latest information available on estimated Specific Grant income for 2009/12.  This totals £425.2m, of which £317.2m is the Dedicated Schools Grant, which is subject to change following the January 2009 Pupil number count.

Virement scheme
45. The Council is required in approving the budget each year to agree the virement rules.  The existing arrangements have been reviewed but not changed. For completeness they are set out for approval at Annex 7.

Treasury Management Strategy

46. The Treasury Management Strategy Statement and the Annual Investment Strategy for 2009/10 are set out in Annex 8a.   

47. This annex complies with the technical requirement of the CIPFA Treasury Management Code of Practice.  It sets out, amongst other things the investment strategy for the Council’s temporary cashflow surpluses, which continues the previous policy of maintaining security of capital, along with the liquidity of its investments, whilst achieving the optimum return on its investments commensurate with risk. Potential Maximum exposure to credit risk is reflected in the Statement of Accounts and is taken into account in the assessment of the level of balances required.

48. The latter half of 2008 saw unprecedented turmoil in the banking sector, with the collapse or takeovers of banks both in the UK and abroad.  This has led to significant difficulties in the Treasury Management function, with a restricted number of institutions who meet our minimum criteria for depositing funds.  We have made some changes to the Strategy in year, principally to add the use of nationalised banks, and to extend to the whole portfolio, as a deposit of last resort the use of the Government’s Debt Management Office.  However, we believe that the Strategy remains robust, and are not proposing any further changes for the coming year with the exception of the use of internal funds instead of external borrowing, as set out in paragraph 21 above.

49. Council agreed a new Credit Matrix in November 2008, and also agreed that any further changes require be delegated to the Chief Finance Officer in consultation with the Cabinet Portfolio holder and leaders of the opposition and other groups.  This enabled changes to be enacted swiftly without requiring Council approval.  It is proposed that this practice is applied to the 2009/10 Treasury Management Strategy and is included in the recommendations below.

50. As previously reported, the Council currently has £5m of deposits frozen in Landsbanki Islands HF.  The Council is working with the LGA, the Government and the administrators to recover these funds, and it is not possible to say when reimbursement will be made we are still hopeful that recovery will be achieved.  The Government intends to make a regulation to require local authorities to delay recognising any loss on these deposits that may eventually be incurred until the financial year 2010/11.  As a consequence there is no write off of these deposits included in the 2009/10 Budget, although the loss of interest on the principal is reflected in the overall Strategic Measures budget position.

51. Given the continuing uncertainty in this area, close monitoring will be required and reflected through the Financial Monitoring reports during 2009/10.  If any further action is required this will be highlighted.

Minimum Revenue Provision

52. The Minimum Revenue Provision policy statement for 2009/10 is included at Annex 9.  Legislation now requires Council to approve a statement of their policy annually before the commencement of the financial year.  

Prudential Indicators
53. 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 prudential 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 about the Treasury Management Strategy itself.  The remaining indicators are dependant upon the final agreed budget position and cannot be calculated at this time.  Annex 10 shows an over view of the Prudential Code and an explanation of the Prudential Indicators.

Capital Programme and Asset Management Plan

The Corporate Asset Management Plan and the Capital Strategy: 2009/10 to 2013/14

54. The Corporate Asset Management Plan has been updated and revised and is attached (Annex 11). A statement on co-location and multi-use buildings has been included in the Plan (paragraph 88). The Asset Management Improvement Plan (Appendix 4 of the Plan) suggests changes to ensure that the right asset management and governance arrangements are in place to facilitate cross-service and partnership working and these actions address the Use of Resources Key Lines of Enquiry on effective management of assets. The Property Objectives remain the same as previously approved by Cabinet.

55. The Capital Strategy (Annex 12) has also been updated in light of the revised Asset Management Plan. It is mainly consistent with the draft capital strategy, which was approved by the Cabinet in September 2008, and the main policy framework (Annex 12 - Appendix 1) remains unchanged. The main body of the capital strategy now includes a policy statement on the use of capital receipts (paragraph 46), which is consistent with current practices. There is also a stronger emphasis on the utilisation of developer contributions in the financing of the capital programme (paragraph 37). The context of the Capital Strategy has also been expanded to cover proposals regarding major housing growth within the South East Development Plan, Transform Oxford and the Building Schools for the Future Programmes (paragraphs 60 to 63). 

The Capital Programme: 2009/10 to 2013/14

56. The Capital Steering Group (CSG) prioritised a number of new capital bids for inclusion in the capital programme. These proposed new priorities were approved to be included in the capital programme by the Cabinet at its meeting on 16th December 2008. The updated capital programme (Annex 13), attached to this report, includes these schemes as well as the outcomes from the latest capital monitoring process.

57. The programme (including the current year and the provisional year
) totals £637.7m capital investment across the county and covers a wide range of projects. It represents approximately £403.2m
 capital investment in CYP&F (inclusive of the forward plan), £153.6m capital investment in Transport, £30.1m capital investment in S&CS, £39.4m capital investment in Council’s Properties (including Waste Recycling Centres), £6.1m capital investment in Community Safety and £5.3m capital investment in Corporate ICT. 

58. Overall, the capital programme now shows a small surplus of £0.855m at the end of 2013/14. This surplus is subject to the Council achieving the projected level of resources (in particular capital receipts and developer contributions) across the portfolio. As such, it is not recommended that this is allocated at this time.  This is a change of £1.442m compared to the previous non earmarked surplus of £2.297m in the last capital programme reported to Cabinet on 21 October 2008. The following table shows how the October 2008 Gross Programme Surplus figure has changed following adjustments and the inclusion of new resources and new capital priorities:

	Adjustment to the Capital Programme and Resources Profile
	Jan 2009 Programme Update

£m
	October 2008 Programme

Update

£m

	October 2008 Gross Programme Surplus
	4.376
	4.376

	Less: Earmarked Sums (including Transport Reserve Funding)
	-0.878
	-1.736

	Less: Homes for Older People (HOPs) Surplus
	-0.293

	-0.343

	Less: BOP Contingency and Resources Adjustment
	-1.157
	

	Non Earmarked Surplus 
	2.048
	£7.£2.29722.297

	Adjustments to the Capital Resources Estimates
	
	

	Less: Reduction in the Capital Receipts Profile
	-0.471
	

	Add: 2013/14 Prudential Borrowing Provision
	3.000
	

	Add: Other Financing Adjustment
	0.138
	

	Net Programme Surplus
	4.715
	2.297

	Less: new capital priorities agreed by the Cabinet
	-3.860
	

	Revised Programme Surplus 
	0.855
	2.297


59. The main differences between the October 2008 and January 2009 net programme surplus figures is £2.418m are due to the addition of the 2013/14 prudential borrowing provision and changes in the capital receipts profile.  

60. The re-profiling of capital receipts across future years due to current economic conditions have meant that the updated capital programme is reporting a £23.371m cashflow shortfall starting in 2010/11 (see Annex 13, Summary 4A). The Council is expecting to achieve £52.9m from asset sales over the next five years. This area of funding contains the largest risk given current economic conditions. Therefore, there has been a degree of prudence applied when forecasting the values that are achievable. The risk assessment contained later in the report further underlines the impact of failing to deliver asset sales and developer contributions, and the importance of related mitigation strategies. 

61. The Service and Resource Planning report to Cabinet in December 2008 included the funding of the Integrated Transport Schemes and Highways Maintenance supported borrowing allocations at a higher level of £18.612m for the period of 2011/12 to 2013/14 compared to the earlier years. The supported borrowing allocations for the earlier years (2008/09 to 2010/11) are still at the level agreed by the Cabinet in December 2007.

62. The increased supported borrowing allocation from 2011/12 became possible following the confirmation that the 2009/10 and 2010/11 allocation for the Primary Capital Programme would be made as a grant. This confirmation resulted in a reduction in the estimated borrowing requirement for the Schools Capital Programme. Consequently this enabled Council to increase the estimated supported borrowing provision for the Transport Capital Programme. To reflect this, the transport programmed expenditure has been amended to show Local Transport Plan (LTP) 3 Integrated Transport and Highway Maintenance programmes for 2011/12 to 2013/14.

63. For 2011/12 onwards the schools supported borrowing assumes that grant funding will no longer be provided for the Primary Capital Programme.  The level of supported borrowing included in the MTFP for the schools capital programme for 2011/12 to 2013/14 is £14.324m. 

64. One of the key challenges for the effective and timely delivery of the proposed programme lies in the delivery of the supporting resources profile. In order to enable the Council to meet this challenge and to deliver the proposed capital programme, a new set of capital programme management principles will be introduced across all capital programmes. These principles will ensure the effective management and control of the financial risk associated with capital programmes’ portfolio. Key financial risks in delivering the proposed capital programme are set out in Annex 14.

65. In order to be able to apply new programme management principles across all capital programmes, the reporting arrangements for the capital programme are currently being reviewed. It is anticipated that the some of the reporting changes will take place in the next capital programme update.  

Information Outstanding

66. There are several areas where information is still provisional and on which assumptions are included in the budget for 2009/10.  Once this information is finalised, any changes could have an impact on the budget.  In addition to the items already referred to in the report, the final Local Government Finance settlement will not be confirmed until late January 2008.

Overview and advice from the Chief Finance Officer
67. Under Section 25 of the Local Government Act 2003, the Chief Finance Officer is required to report on the robustness of the estimates made in determining the budget requirement and on the adequacy of the proposed financial reserves.  This assessment will be included in the report to Council for the Cabinet and the Opposition and other groups’ budget proposals in February 2009.

Financial and Legal Implications

68. 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 forming a basis for those requirements.  

RECOMMENDATION

69. The Cabinet is RECOMMENDED to:

(a) (in respect of revenue) RECOMMEND Council to approve:

(1) a budget for 2009/10 and a medium term plan to 2013/14, based on the proposals set out by the Cabinet Member for Finance;

(2) a budget requirement for 2009/10;

(3) a precept for 2009/10;

(4) a council tax for band D equivalent properties; 

(5) virement arrangements to operate within the approved budget;

(6) the £30.2m virement proposed in paragraph 41 and annex 4b for the Older Persons Pooled Budget.

(b) (in respect of treasury management) RECOMMEND Council to approve:

(1) the Treasury Management Strategy Statement 

(2) the use of internal funds instead of external borrowing up to a maximum of 25% of the portfolio;

(3) Prudential Indicators from April 2009;
(4) that in relation to the 2009/10 strategy any further changes required to the credit matrix be delegated to the Chief Finance Officer in consultation with the Cabinet Member for Finance and leaders of the Opposition and other groups.
(c) RECOMMEND Council to approve the Minimum Revenue Provision Methodology Statement as set out in paragraphs 10 to 14 of Annex 9. 

(d) (in respect of capital) RECOMMEND Council to approve:

(1) the updated Capital Strategy and Corporate Asset Management Plan;

(2) a Capital Programme for 2009/10 to 2013/14;

(3) Prudential Indicators from April 2009. 

JOANNA SIMONS

Chief Executive

SUE SCANE

Assistant Chief Executive & Chief Finance Officer
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� The taxbase is the number of banded properties that the council uses to set the council tax. It is the total number of properties in the county weighted by reference to the council tax bands, which range from A to H.


� The budget for the council’s debt (borrowing to fund the capital programme). Debt charges include principal repayments and interest paid on outstanding debt. The budget also includes interest earned on temporary cash balances.


� It was agreed  by Cabinet in September 2008 as part of the Financial Monitoring report, that carry forwards from 2007/08 which had been approved but not required until 2009/10, would be held in balances until required


� Assumes unallocated LABGI funding from 2008/09 of £0.409m is ring-fenced for economic development and is not available for general funding (as set out in the November report to Cabinet).


� The Use of Balances is shown in 2009/10 but was reported in November as being available to be allocated across the plan period





� The capital programme report timeframe is to be extended to 7 years (current year + 5 years + provisional year) as part of the February 2009 Update to the Council. This is a first step in producing a longer term capital investment plan  that has a 10 year horizon and aspired longer-term financial planning environment for the capital programme. 


� This figure includes £74.1m capital resources devolved to schools and other partners for them to manage directly.  Projects solely funded and delivered by Schools & Partners are to be represented and reported under the Schools Capital Table in the Capital Programme (Annex 13) separately in order to ensure that the performance of the OCC funded & delivered portfolio is monitored more effectively.


� The capital stream of payments and income for the HOPs programme has been reviewed as part of the programme update.  There is a minor change to estimated capital receipts reserved for the next phase changing the surplus.
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