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Declarations of Interest

This note briefly summarises the position on interests which you must declare at the meeting.
Please refer to the Members’ Code of Conduct in Section DD of the Constitution for a fuller
description.

The duty to declare ...

You must always declare any “personal interest” in a matter under consideration, ie where the

matter affects (either positively or negatively):

(i) any of the financial and other interests which you are required to notify for inclusion in the
statutory Register of Members’ Interests; or

(ii) your own well-being or financial position or that of any member of your family or any
person with whom you have a close association more than it would affect other people in
the County.

Whose interests are included ...

“Member of your family” in (ii) above includes spouses and partners and other relatives’ spouses
and partners, and extends to the employment and investment interests of relatives and friends
and their involvement in other bodies of various descriptions. For a full list of what “relative”
covers, please see the Code of Conduct.

When and what to declare ...

The best time to make any declaration is under the agenda item “Declarations of Interest”.
Under the Code you must declare not later than at the start of the item concerned or (if different)
as soon as the interest “becomes apparent”.

In making a declaration you must state the nature of the interest.

Taking part if you have an interest ...
Having made a declaration you may still take part in the debate and vote on the matter unless
your personal interest is also a “prejudicial” interest.

“Prejudicial” interests ...
A prejudicial interest is one which a member of the public knowing the relevant facts would think
so significant as to be likely to affect your judgment of the public interest.

What to do if your interest is prejudicial ...

If you have a prejudicial interest in any matter under consideration, you may remain in the room
but only for the purpose of making representations, answering questions or giving evidence
relating to the matter under consideration, provided that the public are also allowed to attend the
meeting for the same purpose, whether under a statutory right or otherwise.

Exceptions ...

There are a few circumstances where you may regard yourself as not having a prejudicial
interest or may participate even though you may have one. These, together with other rules
about participation in the case of a prejudicial interest, are set out in paragraphs 10 — 12 of the
Code.

Seeking Advice ...
It is your responsibility to decide whether any of these provisions apply to you in particular
circumstances, but you may wish to seek the advice of the Monitoring Officer before the meeting.

If you have any special requirements (such as a large print version of
these papers or special access facilities) please contact the officer
named on the front page, but please give as much notice as possible
before the meeting.

(‘é(% recycled paper 2—\%




AGENDA

Apologies for Absence
Declarations of Interest
- guidance note opposite
Minutes (Pages 1 - 10)

To confirm the minutes of the meeting held on 15 December 2009 (CA 3) and to
receive for information any matters arising therefrom.

Questions from County Councillors

Any county councillor may, by giving notice to the Proper Officer by 9 am on the
working day before the meeting, ask a question on any matter in respect of the
Cabinet’s delegated powers.

The number of questions which may be asked by any councillor at any one meeting is
limited to two (or one question with notice and a supplementary question at the
meeting) and the time for questions will be limited to 30 minutes in total. As with
questions at Council, any questions which remain unanswered at the end of this item
will receive a written response.

Questions submitted prior to the agenda being despatched are shown below and will be
the subject of a response from the appropriate Cabinet Member or such other councillor
or officer as is determined by the Cabinet Member, and shall not be the subject of
further debate at this meeting. Questions received after the despatch of the agenda, but
before the deadline, will be shown on the Schedule of Addenda circulated at the
meeting, together with any written response which is available at that time.

Petitions and Public Address

Comprehensive Area Assessment - Audit Commission Report (Pages 11 -
14)

Cabinet Member: Leader

Forward Plan Ref: 2009/174

Contact: Tracy Luck, Head of Strategy (01865 816383)/ Christa Brodie-Levinsohn
(01865 815463)

Report by: Head of Strategy

ij@(‘(i/\ recycled paper 2—\%



-2-

The report summarises Oxfordshire County Council’s results in the recent
Comprehensive Area Assessment (CAA). This is an annual assessment of local public
services in England.

The Cabinet is RECOMMENDED to:

a) Celebrate Oxfordshire’s areas of good performance from the 2009
assessment;

b) Note the areas highlighted for follow up work next year.
Financial Monitoring - January 2009 (Pages 15 - 106)

Cabinet Member. Leader
Forward Plan Ref: 2009/154
Contact: Kathy Wilcox, Principal Financial Manager (01865 323981)

Report by: Assistant Chief Executive & Chief Finance Office (CAT)

This is the eighth financial monitoring report for the 2009/10 financial year and covers
the period up to the end of November 2009. it includes projections for revenue,
balances, reserves and capital and a capital programme update.

The report sets out explanations where the forecast revenue outturn is significantly
different from the budget along with proposals to recover the position where
appropriate.

The in — year Directorate forecast is an overspend of £3.060m. In addition the Council
elements of the Older People, Physical Disabilities and Equipment Pooled Budget
within Social and Community Services are forecast to overspend by £2.892m, whilst the
Learning Disabilities Pooled Budget is forecast to overspend by £1.040m.

The current position for general balances is set out in Annex 5 and shows an
unchanged forecast of £14.088m. After taking into account the forecast Directorate
overspend, the consolidated revenue balances forecast is £11.028m.

The Cabinet is RECOMMENDED to:

(@) note the report;

(b) approve the virements as set out in Annex 2a;

(c) approve the use of carry forward from 2008/09 to offset pressures in Legal
and Democratic Services as set out in paragraph 51.

(d) Approve the write off of the bad debt of £110,685.71 in respect of a
payment in advance to Sedgemoor Children’s Services as set out in
paragraph 57.

(e) Approve the updated Capital Programme as set out in Annex 8;
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(f) Agree the deferral and phasing of the repayment of grant from Creation
Theatre Company as set out in paragraphs 86 and 87.

Service & Resource Planning Report for 2010/11 - 2014/15 (Pages 107 - 324)

Cabinet Member: Leader
Forward Plan Ref: 2009/153
Contact: Lorna Baxter, Assistant Head of Finance (01865 323971)

Report by: Assistant Chief Executive & Chief Finance Office(CA8B)

This report is the third in a series on the Service and Resource Planning process for
2010/11 to 2014/15, providing councillors with information on budget issues for 2010/11
and the medium term. It is the final report to Cabinet before Council considers the
budget on 9 February 2010. The report sets out the latest information on the Council’s
financial position, includes the Treasury Management Strategy for 2010/11 and
considers the capital funding, including an updated Capital Programme.

The Leader has prepared a separate report (CA8A), circulated alongside this report,
which sets out the basis for the Cabinet’s budget proposals to Council and Medium
Term Financial Plan (MTFP) for 2010/11 to 2014/15. This takes into consideration
comments on the draft budget proposals from the individual Scrutiny Committees in
December 2009 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 during October 2009, the outcomes of which are set out in an
annex to that report.

The Cabinet is RECOMMENDED to:

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

(1) a budget for 2010/11 and a medium term plan to 2014/15,
based on the proposals set out by the Leader and Cabinet Member for
Finance;
(2) a budget requirement for 2010/11;
(3) a precept for 2010/11;
(4) a council tax for band D equivalent properties;
(5) the use of unallocated LABGI funding as set out in Annex 5;
(6) virement arrangements to operate within the approved
budget;

(b) (in respect of treasury management) RECOMMEND Council to approve:
(1) the Treasury Management Strategy Statement ;
(2) Prudential Indicators from April 2010;
(3) that in relation to the 2010/11 strategy any further changes

required be delegated to the Chief Finance Officer in
consultation with the Leader and Cabinet Member for Finance
and leaders of the Opposition and Labour group.

(c) RECOMMEND Council to approve the Minimum Revenue Provision
Methodology Statement as set out in paragraphs 10 to 13 of Annex 7.

(d) (in respect of capital) RECOMMEND Council to approve:
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(1) the wupdated Capital Strategy and Corporate Asset
Management Plan;

(2) a Capital Programme for 2010/11 to 2014/15;

(3) Prudential Indicators from April 2010.

(e) RECOMMEND Council to delegate authority to the Leader of the Council,
following consultation with the Chief Finance Officer, to make
appropriate changes to the proposed budget.

Draft Corporate Plan 2010/11 (Pages 325 - 356)

Decision Maker and Target Date: Full Cabinet, 19 January 2010
Forward Plan Ref: 2009/154
Contact: Ben Threadgold, Senior Policy Officer (01865 328219)

Report by: Assistant Chief Executive (Strategy)

A draft of the Corporate Plan for the period 2010/11 to 2014/15 is provided for approval
by Cabinet on 19 January 2009 in advance of consideration by the full Council in
February 2009. By the time of the meeting the draft plan will have been considered by
the Strategy and Partnerships Scrutiny Committee. The Committee’s advice will be
reported to this meeting as part of the schedule of addenda.

The plan is still in a draft format and further work is required, particularly reviewing the
nature of the targets for each priority and in developing the accompanying delivery plan.
We will be working with Directorate teams early in the New Year to ensure that the
targets are outcome focused, challenging and measurable.

The Cabinet is RECOMMENDED, subject to consideration of any advice from the
Strategy & Partnerships Scrutiny Committee and to the inclusion of
consequential and editorial changes in the text as agreed by the Chief Executive
in consultation with the Leader of the Council, to RECOMMEND the Council to
approve the Medium Term Corporate Plan 2010/11-14/15.

Annual Report by the Care Quality Commission on Adult Social Care
(Pages 357 - 360)

Cabinet Member: Adult Services
Forward Plan Ref: 2009/155
Contact: Steve Thomas, Performance Information Manager, (01865 323609)

Report by: Director for Social & Community Services

The Care Quality Commission (CQC) is the independent regulator of all health and
adult social care in England. Within its remit it provides an annual performance
assessment of all councils with adult social care responsibilities in England. The 2008/9
report for Oxfordshire is attached as annex 1. Oxfordshire is rated as performing well.
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The report is structured around seven key outcomes, which are used to evaluate how
well the council currently serves people, and 2 further criteria which are used to
describe the future prospects for the council. The council was described as performing
well on 6 of the outcomes, and on one it is described as performing adequately. The
area described as adequate is ‘maintaining personal dignity and respect’. This was
based, in a large part, on the CQC inspection of adult social care in June 2009 which
was reported to Cabinet in October. The covering letter, provided with the inspection
report, from CQC noted ‘The report acknowledges an improving picture of performance
in safeguarding adults in Oxfordshire, with some areas of positive performance and a
clear commitment to further raising of standards.’

Within the report the Commission identify key strengths and areas for development. For
each area of development an action plan has been agreed with the Commission and
will be monitored via the routine business meetings the council has with them.

The Cabinet is RECOMMENDED to
(@) receive the report;

(b) review progress on the areas for development through the quarterly
monitoring of the directorate balanced scorecard.

Revised Disability Equality Scheme (Pages 361 - 388)

Cabinet Member: Safer, Stronger Communities
Forward Plan Ref: : 2009/195
Contact: Adrian Harper-Smith, Corporate Strategies Manager (01865 323960)

Report by: Assistant Chief Executive (Strategy) (CA11)

Oxfordshire County Council is committed to ensuring ‘real choice’; recognition that
residents have a right to expect services that are shaped to meet their needs and are
fair, timely and accessible. We aim to achieve this by recognising the differing
circumstances of the local population, by listening to their views and by developing
appropriate and innovative solutions.

The Disability Discrimination Act 2005 places a statutory general duty on public
authorities to promote disability equality in carrying out their functions; and specific
duties including the requirement to publish a revised Disability Equality Scheme every
three years. On 21 November 2006, Cabinet agreed Oxfordshire County Council's first
Disability Equality Scheme and this is therefore now due to be revised.

The proposed new Disability Equality Scheme includes priorities developed through the
involvement of disabled people, as follows:

. Improving our understanding of disabled people and demonstrating positive
attitudes towards them to ensure that we deliver excellent customer service;

. Ensuring that our communications and engagement activities are accessible to
disabled people and that disabled people feel that their views are being listened to
and taken into account when decisions are made;

. Making our buildings and sites more accessible to disabled people, improving
highways, public transport and services to address their needs and promoting
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independent living; and

. Improving the skills, qualifications and employment opportunities for disabled
people and improving the representation of disabled people at all levels in our
workforce, ensuring that appropriate reasonable adjustments are made..

The Cabinet is RECOMMENDED to:
(@) agree the revised Disability Equality Scheme (Annex 1 of this report); and

(b) agree the revised 3-Year rolling schedule of statutory Equality Impact
Assessments (Annex 2 of this report).

Closer to Communities - Actions to Further Develop Corporate and Service
Engagement in Localities and Priority Places (Pages 389 - 402)

Cabinet Member: Leader
Forward Plan Ref: 2009/198
Contact: Claire Evans, Strategic Partnerships Manager (01865 323966)

Report by: Assistant Chief Executive (Strategy)

n 2007 we took our first steps towards a focus on localities when we agreed a Closer to
Communities Strategy — an outline framework for locality working based around 25
“natural community areas”. We explored how to engage more actively with key local
partnerships (for example in Bicester and Abingdon), communicate with the public
about service provision in localities and promote the benefits of community led-planning
(for example, parish plans).

It is now proposed that we reduce these 25 areas to 14 localities, being a more
manageable number in terms of officer support and communication.

During November the Closer to Communities report was circulated to all County
Council elected members and discussed at Informal Cabinet and the Corporate Core
opposition briefing. It was also circulated to all District Chief Executives, the Primary
Care Trust and Police for comment.

Within the 14 localities Cabinet has already identified Didcot, Abingdon, Bicester,
Carterton, Banbury and Oxford as being a high priority because of planned
developments. For these priority areas we have used a wide range information to
identify the key issues and recommendations are proposed for each of the priority
places.

Itis RECOMMENDED that Cabinet:

(a) approve the 14 proposed locality areas for further discussion with partner
organisations; and

(b) approve the recommendations for making progress on locality
arrangements in the 6 priority places.
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Member Champions (Pages 403 - 406)

Cabinet Member: Leader
Forward Plan Ref: 2009/219
Contact: Sue Whitehead, Committee Services Manager (01865 810262)

Report by: Assistant Head of Legal & Democratic Services

This report seeks approval to the appointment of a new Member Champion for Locality
Working.

The Cabinet is RECOMMENDED to appoint a Councillor as Member Champion for
Locality Working.

Forward Plan and Future Business (Pages 407 - 410)

Cabinet Member: All
Contact: Sue Whitehead, Committee Services Manager (01865 810262)

The Cabinet Procedure Rules provide that the business of each meeting at the Cabinet
is to include “updating of the Forward Plan and proposals for business to be conducted
at the following meeting”. Items from the Forward Plan for the immediately forthcoming
meetings of the Cabinet appear in the Schedule at CA14. This includes any updated
information relating to the business for those meetings that has already been identified
for inclusion in the next Forward Plan update.

The Schedule is for noting, but Cabinet Members may also wish to take this opportunity
to identify any further changes they would wish to be incorporated in the next Forward
Plan update.

The Cabinet is RECOMMENDED to note the items currently identified for
forthcoming meetings.

Delegated Powers of the Chief Executive

Cabinet Member: Leader
Forward Plan Ref: 2009/146
Contact: Sue Whitehead, Committee Services Manager (01865 810262)

Report by: Assistant Head of Legal & Democratic Services
Schedule attached reporting on a quarterly basis any executive decisions taken by the
Chief Executive under the specific powers and functions delegated to her under the

terms of Part 7.4 of the Council's Constitution.

Please note that this is not for scrutiny call in.



Date Subject Decision Reason for Urgency
14/12/09 |Proposed Approved an exemption| [To put an interim
transfer of stafff [from the full tendering| [arrangement in place to

and services to
Oxfordshire and
Buckinghamshire
Mental

Healthcare NHS
Foundation Trust

requirements
Council’'s
Procedure Rules

of the
Contract

ensure integrated and safe
services pending the
agreement of joint
commissioning procurement
arrangements.




Agenda ltem 3

CABINET

MINUTES of the meeting held on Tuesday, 15 December 2009 commencing at
2.00 pm and finishing at 3.30 pm

Present:
Voting Members: Councillor Keith R. Mitchell CBE — in the Chair
Councillor David Robertson (Deputy Chairman)
Councillor Jim Couchman
Councillor lan Hudspeth
Councillor Louise Chapman
Councillor Michael Waine
Councillor Rodney Rose
Councillor Mrs J. Heathcoat
Other Members in Councillor Jean Fooks (Items 9 & 10)
Attendance:
Officers:
Whole of meeting Chief Executive, S. Whitehead (Corporate Core)
Part of meeting
6 Kathy Wilcox (Financial Planning)
7 Assistant Chief Executive & Chief Finance Officer
8 Sian Rodway
9 Corporate Performance & Review Manager

The Committee considered the matters, reports and recommendations contained or
referred to in the agenda for the meeting, together with a schedule of addenda
tabled at the meeting, and decided as set out below. Except insofar as otherwise
specified, the reasons for the decisions are contained in the agenda, reports and
schedule, copies of which are attached to the signed Minutes.

121/09 APOLOGIES FOR ABSENCE
(Agenda Item. 1)

Apologies for lateness were submitted from Councillor Louise Chapman who
was on Council business.

122/09 MINUTES
(Agenda ltem. 3)

The minutes of the meeting held on 24 November 2009 were approved and
signed, subject to the following correction:

Page 1 and Minute Nos 113/09 and 117/09 — The name of the speaker to be
corrected to read Councillor Patrick rather than Councillor Altaf-Khan.
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123/09 QUESTIONS FROM COUNTY COUNCILLORS
(Agenda Item. 4)

Councillor John Sanders had given notice of the following question to the
Cabinet Member for Children, Young people & Families

“1. Is it the intention of the Cabinet to propose to Council that funding for the
County Youth Service be cut in the next financial year?”

Councillor Mitchell (in the absence of Councillor Chapman:

Cabinet proposals to Council for the 2010/11 budget will be published on 8
January 2010.

Supplementary question:

Councillor Sanders referred to concern that in his area good work being
undertaken by youth workers to combat gang related crimes such as drugs,
guns and knives could be put at risk of restriction or privatisation. He sought
an assurance that the problems of youths, particularly in deprived areas
would be looked at carefully?

Councillor Mitchell replied that the Cabinet Member for Children, Young
People & Families was detained on Council business so was not here to
respond in person. It was not possible to give assurances about the
outcomes of the service and resource planning process. In noting that youth
work was not part of the Council’s statutory duty, he would share concerns if
the process resulted in the loss of provision for young people.

Councillor Zoe Patrick had given notice of the following question to the
Deputy Leader:

“2 When will the Vale County Councillors be given their Locality briefing?
This event has now been cancelled on two occasions without any further
attempt to make a new date.”

Councillor Robertson:

The Senior Democracy Officer in Democratic Services has been asked by
the Chief Executive to re-arrange the locality briefings for the Vale and West
as both had to be cancelled a second time. She will be contacting Group
Leaders and the relevant lead officers to find suitable dates for the New
Year, taking account of other councillor events due to take place.

Councillor Zoe Patrick had given notice of the following question to the
Leader:

“3. The County Council's Audit Commission report was published last week
and | have read the Leader's comments regarding making
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improvements. However, according to the new OnePlace website
Oxfordshire has no less than 70 areas in which the indicators are
described as 'deteriorating' including adult social care, safeguarding
children, educational achievement , NEETs etc. (far too many to list here
but | am assuming he is fully aware of them all). When is he going to
address this - or is he content to take this council's rating down from 3
star to 27"

Councillor Mitchell:

| must confess that | have taken little notice of the discredited CAA process
and look forward to its disappearance shortly after the General Election next
year. | have not accessed the One Place web site, having been rather more
pre-occupied with the future of this council in terms of its finances than its
past. | do understand that officers who have attempted to access the site
have been unable to do so.

| will respond to the Leader of the Opposition's question although | do
wonder whether she actually accessed the Oxfordshire part of the web site
herself because | do not recognise a great deal of what she has to say in her
question.

Context - The CAA inspectors use the performance information as ' part of
the evidence that we use to come to our conclusions - or judgements - about
how well things are going now and whether they will get better or worse in
the future'. Oxfordshire has no Red Flags which indicates that the inspectors
do not seem to share Clir Patrick's concerns on the council's direction of
travel. Furthermore, Oxfordshire received a 3 out of 4 rating for 'managing
performance’.

CAA Report - Specific Comments on Performance Three of the issues
specifically raised in the question are addressed by the Audit Commission in
their report.

e On adult social care: “People in Oxfordshire get generally good social
care services.”

e On safeguarding children: “Children are being kept safer through better
systems in Social Services that mean that children at risk or in need of
help are identified faster.”

e On educational achievement: “Like many parts of the country, some
vulnerable children and young people do not do as well at school. This is
getting better but partners recognise that more can be done and they are
targeting actions to help these children fulfil their potential better”.

| am not clear whose report Clir Patrick was reading on which web site?

Local Area Agreement The County Council reports performance to the
Public Service Board each quarter. These reports show a good performance
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in most of the indicators contained in the Local Area Agreement. Among
these priority targets, it is recognised that areas such as housing, benefits
and NEETs are being adversely affected by the current financial situation
and that targets will have to be renegotiated.

Where performance is below target the relevant thematic partnership is
taking action, take for example the ten indictators graded Red in the latest
PSB Report:

Housing/Affordable Housing: An upward trend was identified for both
indicators. Performance has been affected by the recession - with a
reduction in planning applications coupled with a number of major sites
where development has not being brought forward. District Councils are
now progressing with actions to encourage sites to come forward The
CAA finding was that “Oxfordshire councils are delivering high nhumbers
of affordable homes.”

Teenage Conception Rate: Considered by the Audit Commission in the
CAA: “Too many teenagers in Oxford are getting pregnant. Numbers are
much higher that in other areas, and although there are fewer
pregnancies than in the past, the numbers are not falling as fast as they
are elsewhere. Partners are working with teenagers in the poorer parts of
the county to help bring numbers down, but they have some way to go to
meet Oxfordshire's target for reducing teenage pregnancies by 2010.” A
scrutiny review on this issue has just been completed.

NEETs — Downward trend. There are detailed plans in place to mitigate
against the effects of the recession and performance is being monitored
in monthly reports and contract management meetings. | have been
taking a personal interest in this issue since July.

Number of working age people on out of work benefits — If the global
recession continues, then the current target will not be met. A meeting to
discuss the refresh of the target is scheduled with GOSE.

Educational Attainment — The trend continues to be upward year on year
however it is still below target and Oxfordshire continues to fall short of its
statistical neighbours. A major review of educational attainment is now
underway. The Children’s Services Scrutiny is also currently conducting a
piece of work on this issue. The Children’s Trust has provided a list of
actions to improve performance, however further scrutiny is required to
determine the likely effectiveness of these plans.

Educational Attainment of LAC — two indicators have a downward trend,
one indicator has an upward trend. The small cohort size means small
changes in actual performance leads to large changes overall.

Councillor Jean Fooks had given notice of the following question to the
Deputy Leader
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“4. | understand that there has been a change in the way the Council
advertises for new staff. Is the local press now not used for job
advertisements? What has been the effect of the apparent change in
policy — has the number of applicants stayed the same, gone up as might
have been expected in the current economic situation, or decreased? Will
the policy be reviewed to see if it is cost-effective and attracting suitable
applicants?”

Councillor Robertson:

Since September 2009 our recruitment advertising policy has been to
minimise press advertising. Adverts are placed on the Council's website
which is more immediate so can reduce time to recruit and incurs no cost
and also on appropriate web sites which are generally cheaper than press
advertising. There are some specialist posts which may be hard to fill that
fall outside of this and advertising media is then agreed between the
Recruitment Team Leaders and the Appointing manager with a view to
utilizing the must cost effect recruitment advertising to fill the post and this
may be a printed media.

All our jobs are also advertised at the Job Centre plus, local community
groups and where appropriate are advertised locally in public places.

As a comparison the year on year savings and applications received please
see below - this is for non-schools recruitment.

Time Period | Spend Jobs On-line Off-line
advertised Applicants Applicants

June — Nov | £274,333 504 3856 738

08

June — Nov | £92,737 432 5862 595

09

We are continually reviewing the advertising processes and are currently
investigating the possibility of using talent banks as a further more effective
way to recruit to vacancies within the Council.

Supplementary:

In noting the figures Councillor Fooks asked whether the Deputy Leader
would consider a review to see if there were areas where the approach was
not working?

Councillor Robertson replied that the responses received were regularly
reviewed but that he was always interested in any examples or anecdotal
evidence of how the process was working, and Councillor Fooks referred to
the vacancies for Clerks to Governing Bodies.
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124/09 PETITIONS AND PUBLIC ADDRESS
(Agenda Item. 5)

The following requests to address the meeting had been agreed:

Speaker Item

Councillor Jean Fooks 9. Performance Management: 2"
Quarter Progress Report Against
Priorities and Targets.

10. Establishment Review -
December 2009

125/09 FINANCIAL MONITORING - DECEMBER 2009
(Agenda ltem. 6)

The Cabinet received the seventh financial monitoring report for the 2009/10
financial year covering the period up to the end of September 2009 for
revenue, balances, reserves and capital.

The in — year Directorate forecast was an overspend of £3.238m.

The current position for general balances showed an unchanged forecast of

£14.088m and after taking into account the forecast Directorate overspend,
the consolidated revenue balances forecast was £10.850m.

The report also included Capital monitoring against the programme agreed
last month.

Officers drew attention to the supplementary report and additional
recommendation contained in the addenda.

The Leader highlighted areas where pressures had been identified and in
particular out of County placements in Children’s, Young People & Families,
the pooled budget figures for Social & Community Services and ICT
services. Cabinet noted the action being taken as detailed by individual
Cabinet Members and the Chief Executive.

RESOLVED: to:

(@) note the report;

(b) note the use of £0.472m one — off funding from the Highways Agency
to offset the overspend in Transport (paragraph 42);

(c) approve the virements as set out in Annex 2a;

(d)  agree the proposed changes to Adult Learning charges from January
2010 (paragraph 59); and
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(e) approve a one off payment of £1,887,000 for the early repayment of
SAP and associated licences to be funded through prudential
borrowing.

126/09 SERVICE & RESOURCE PLANNING REPORT FOR 2010/11 -

2014/15
(Agenda Item. 7)

Cabinet considered one in a series of reports on the Service and Resource
Planning process for 2010/11 to 2014/15, providing information on budget
issues for 2010/11 and the medium term. The report set out the review of
charges, provided an update on the Service and Resource Planning process
and included the Directorate Business Improvement & Efficiency Strategies.
The strategies set out the identified pressures and priorities over the medium
term and the proposals for savings.

Cabinet also considered a supplementary report providing further information
relevant to the financial position of the Council that had become available
since the publication of the main report.

The Leader highlighted the implications of the Government’s pledge on
personal care at home which he felt should be fully funded by Government.
Referring to the level of council tax he stated that the figure reached was a
balance between the need to maintain and improve services and to constrain
the burden on council tax payers.

RESOLVED: to:

(@) 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; and

(d)  approve those charges for which an increase will commence before
April 2010.

127/09 OXFORDSHIRE CHILDREN AND YOUNG PEOPLE'S PLAN 2010-13
(Agenda ltem. 8)

Cabinet considered a report on the Oxfordshire's proposed second Children
and Young People's Plan. It outlined the outcome of the formal consultation
and the priorities, aims and objectives of the plan. The full plan was attached
to the report.

During discussion Cabinet noted the consultation that had taken place on the
plan, particularly with users and stressed that the plan was a partnership
document. It was hoped that it would lead to even more joined up working
including joint resourcing and the opportunity that provided for savings.
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RESOLVED: to recommend to Council to approve the Children and
Young People’s Plan, subject to any final editorial adjustments by the
Oxfordshire Children and Young People’s Trust Board in consultation with
the Director for Children, Young People & Families.

128/09 PERFORMANCE MANAGEMENT: 2ND QUARTER PROGRESS

REPORT AGAINST PRIORITIES AND TARGETS
(Agenda ltem. 9)

Cabinet considered a report showing the council's performance for Quarter
2, 2009/10 in the four key areas of: customer, projects, finance, and people.
Progress against targets was shown by directorate, including a summary of
what was going well, what needed to develop, and what required attention.

Councillor Fooks expressed disappointment that some of the same issues
appeared in each report such as the restructuring of the Children’s, Young
People & Families Directorate. She expressed concern over a number of
areas including educational attainment, the speed of assessments with
regard to safeguarding children and the completion levels for staff appraisals.

Councillor Robertson replied that it was important to have ongoing
information on achievement in schools and that there was a review on
performance being undertaken by officers with a report to come back to
Cabinet. Councillor Waine added that although the increase in GCSE results
had been disappointing this year it followed four years of increases. The re-
organisation of the Raising Achievement Team had been brought forward to
October 2008 and the finishing touches had taken place as recently as
September 2009.

On appraisals Councillor Robertson was personally aware that the
completion figures were higher that that recorded and that there seemed to
be some problem with the managers not completing the reporting form.

Councillor Waine responded in respect of the restructuring that it was always
known that it would be an ongoing process taking two years.

Councillor Chapman referred to a recent independent inspection that had
found the work of the Safeguarding Board to be excellent. Twelve new posts
had been created in children’s social care. Awareness of potential problems
had been heightened by the baby p and other cases leading to far more
referrals. She refuted any claims that Looked After Children reviews were
failing. She was glad of Councillor Fook’s interest and would be happy to go
through the figures outside the meeting.

RESOLVED: to note the report.
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129/09 ESTABLISHMENT REVIEW - DECEMBER 2009
(Agenda ltem. 10)

Cabinet considered a report giving an update on activity since the
implementation of the Establishment Review and associated Recruitment
Approval process on 1 August 2005. It provided detail on the overall
objectives of the review and summarised progress made against the targets
which were agreed to ensure delivery of those objectives. Details of the
agreed establishment figure at 30 September 2009 in terms of Full Time
Equivalents was provided, together with the detailed staffing position at 30
June 2009. These were shown in the report by directorate and service area.

The report also provided information on current activity and in addition there
was information on grant funded posts and those vacancies which are being
covered by agency staff and at what cost.

Councillor Fooks, Opposition Deputy Leader, commented on the figures and
in particular expressed interest in being given information on the numbers of
people who had not been successfully redeployed. She noted that the figures
had gone up and queried whether the review was meeting the requirements.

The Deputy Leader responded to the comments made and undertook to
provide the information requested on people not redeployed. He noted that
the figures were not up to date and that the December figures did show a
drop. He thanked officers as he was aware of the great deal of effort that
went in to the reports and indicated that the next one would be available a
month earlier.

During discussion of agency staff cabinet members stressed that their use
was sometimes essential.

RESOLVED: to note the report and to confirm that the Establishment
Review continues to meet the Cabinet’'s requirements in reporting and
managing staffing numbers.

130/09 FORWARD PLAN AND FUTURE BUSINESS
(Agenda ltem. 11)

The Cabinet considered a list of items (CA11) for the immediately
forthcoming meetings of the Cabinet together with the following changes and
additions:

Oxford — Highfield Traffic Management - Added to 7 January 2010 meeting
of the Transport Decisions Committee

Provision of Alarms, Daytime Support, Emergency Response and Telecare
Services — It was noted that it would be considered at the 3 February
delegated decisions session by the Cabinet Member for Adult Services.

RESOLVED: to note the items currently identified for forthcoming
meetings.
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in the Chair

Date of signing 2010

Page 10



Agenda ltem 6

Division(s): N/A

CABINET- 19 JANUARY 2010
COMPREHENSIVE AREA ASSESSMENT 2009

Report by Head of Strategy

1. Introduction

This report serves two purposes: -
e To summarise Oxfordshire County Council’s results in the recent
Comprehensive Area Assessment (CAA).
e To suggest areas for action planning for 2010, to ensure we show
improvement in areas which have been specifically highlighted.

The CAA lead, Rob Hathaway, is in attendance at the meeting, and will give
further information on the process and outcomes of the assessment as
required.

2. Background

2009 was the first year of the Comprehensive Area Assessment, which
replaced the Comprehensive Performance Assessment (CPA). As the name
suggests, the focus is on an ‘area’ rather than the performance of one
organisation. The joint inspection - conducted by six inspectorates, including
the Audit Commission, Care Quality Commission and Ofsted - examines how
well councils are working together with other public bodies to meet the needs
of people in a particular place. Assessments are available publically on the
‘One Place’ website, which was launched in December 2009.

The CAA is divided into two parts:
1) an Area Assessment for Oxfordshire, and
2) an Organisational Assessment for Oxfordshire County Council.

3. How we performed
3.1 Asan ‘Aread’

In the Area Assessment, green flags are awarded for exceptional
performance that others can learn from; red flags are used to highlight
significant concerns where action is needed. Oxfordshire received no red
flags or green flags. Oxfordshire was praised for a number of strengths
including:

- protecting the environment for future generations

- good partnership working to keep young people out of trouble

- responding well to the summer floods in 2007 and 2008
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Overall the Audit Commission indicate that people in Oxfordshire get good
value for money from their public services. Oxfordshire’s social care services
get a specific mention.

Specific areas for attention were also cited. The Audit Commission would like
to see the pace of action quicken in relation to work to address the cycle of
deprivation. Educational attainment was also flagged as an area that requires
further partnership working. Congestion on Oxfordshire’s roads was also
mentioned, as was provision of affordable housing particularly in rural areas.

3.2 As an organisation

In the organisational assessment, Oxfordshire County Council was rated as
‘performing well’, achieving 3 out of 4 for ‘Managing Performance’ (this
replaced the Direction of Travel element of CPA). To put this in perspective,
across the country, only 14 authorities achieved a maximum four out of four in
the CAA, whilst 11 were rated one out of four. Strong political and managerial
leadership in delivering on priorities was praised, especially in the areas of
improving core services and delivering efficiency savings.

Achievement of ‘3 out of 4’ was common across the piece:

- Ofsted rated our children's services as performing well (3 out of 4).

- The Care Quality Commission assessed Oxfordshire's adult social care
services as performing well (3 out of 4).

- The Council scored 3 out of 4 for use of resources, citing “strong
financial management” and efficiency in using tax payers’ money.

- Oxfordshire’s Fire & Rescue Service was audited separately and came
out as performing well. In its group of 13 comparative Fire authorities,
Oxfordshire came out on top with a rating of 3 out of 4.

4. Action Planning for 2010
4.1 Partnership

The areas highlighted for improvement provide no surprises for the Council,
and plans are largely in place which address the issues raised by the
inspectors. Noted in the report is our current and planned partnership work to
improve performance in areas such as:

¢ Reducing the amount of waste sent to landfill

e Reducing the numbers of people going into hospital by improved

preventative work
e Fear of crime
e Teenage conception

There are specific areas for which the inspectors have said they wish to see a
change in pace. These are: -

» Oxfordshire Economic Partnership — to ensure delivery

» NEETSs - to follow through on plans

» Educational attainment — to see evidence of improvement
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There are also areas where the Audit Commission and other inspectorates
intend to do specific follow up work next year. They will seek evidence of a
quickening pace to address the cross-cutting priority of breaking the cycle of
deprivation. They will also turn a spot-light on:

» How successful we have been at meeting our carbon reduction targets

» Provision of affordable housing particularly in rural areas

» Community cohesion in Oxford and Cherwell

» Reducing the impact of alcohol consumption especially in Oxford City.

4.2 Oxfordshire County Council

As an organisation, the Council needs to play its part in the prioritised areas
for partnership working. In addition to those already highlighted, also
mentioned were:
e Skills and educational attainment of some people
¢ Relative number of people helped to live independently
o Make sure people are placed in good residential care settings
e Improve aspects of some adult safeguarding measures and help older
people achieve independence through rehabilitation and intermediate
care
e Ensuring older people get a say in how services are provided for them
e Provision of more extra care housing

Oxfordshire County Council performed well this year, however, we must
ensure we act on the areas we have set out to improve. It would be positive to
attain some green flags next year, and we have been asked to consider what
areas we would wish to promote for possible green flags. Our CAA Lead has
suggested:

» access to Oxford

» value for money

» youth offending

» the preventative agenda.

Best practice

The Audit Commission have recommended we look at green flag best practice to
further inform our action planning for 2010. The policy unit has begun research into
areas that other authorities received green flags for this year and officers will be
following this up in the coming months.

6.

RECOMMENDATION

The Cabinet is RECOMMENDED to:

(@) Celebrate Oxfordshire’s areas of good performance from the 2009
assessment

(b) Note the areas highlighted for follow up work next year
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TRACY LUCK,
Head of Strategy

Background papers: Oxfordshire Area Assessment
Oxfordshire County Council Organisational Assessment

Contact Officer: Christa Brodie-Levinsohn Tel: 01865 815463

December 2009
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CABINET - 19 JANUARY 2010

FINANCIAL MONITORING
Report by the Assistant Chief Executive & Chief Finance Officer

Introduction

1. This report sets out the Council’s forecast financial position for the 2009/10
financial year based on eight months of actuals to the end of November 2009.
It includes projections for revenue, balances, reserves and capital and a
capital programme update. @ The report sets out explanations where the
forecast revenue outturn is significantly different from the budget along with
proposals to recover the position where appropriate.
2. The total in — year Directorate forecast is an overspend of £3.060m or 0.82%
of the latest budget.
Original Latest Forecast | Variance | Variance
Budget Budget Outturn | Forecast | Forecast
2009/10 2009/10 | 2009/10 Nov Nov
2009 2009
£m £m £m £m’ %
98.277 | Children, Young People & 96.958 97.360 | +0.402 +0.41
Families
166.800 | Social & Community Services 167.136 | 167.916 +0.780 +0.47
68.631 | Environment & Economy 70.360 69.846 -0.514 -0.73
29.908 | Community Safety & Shared 30.660 30.739 | +0.079 +0.26
Services
9.426 | Corporate Core 10.135 12.448 +2.313 +22.82
373.042 | In year Directorate total 375.249 | 378.309 | +3.060 +0.82
Plus: City Schools Reorganisation +0.775
Plus: Reallocation of Dedicated Schools +3.322
Grant (see paragraph 21)
Plus: City Council Contract ICT Refresh +1.200
Total Variation +8.357
3. The current position for general balances is set out in Annex 5 and shows an

forecast unchanged at £14.088m. After taking into account the forecast
Directorate overspend, the consolidated revenue balances forecast is
£11.028m. ?

' The variance has been calculated as the difference between the latest budget and forecast outturn.
The percentage is a measure of variance to latest budget.

% The consolidated revenue balances forecast is the forecast general balances less the forecast
Directorate in-year overspend.
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Figures for each Directorate are summarised within the Annexes and
individual Directorate reports setting out the detail have been placed in the
Members’ Resource Centre.

The following Annexes are attached:

Annex 1 (a-e) Forecast Revenue Outturn by Directorate
Annex 2 (a-f) Virements and Supplementary Estimates
Annex 3 (a-b) Specific grants monitoring

Annex 3c Area Based Grants

Annex 4 Forecast earmarked reserves

Annex 5 Forecast general balances

Annex 6 Treasury Management Lending List
Annex 7 (a-9) Capital monitoring

Annex 8 Capital Programme

Part 1 - Revenue

The forecast revenue outturn by Directorate based on the position to the end
of November 2009 is set out below. Significant issues or movement in the
variances are commented on below along with the management action being
taken.

Children Young People & Families: £0.402m or 0.41% in-year Directorate
overspend (£4.499m total overspend including £0.775m relating the City
Schools Reorganisation and £3.322m on services funded by DSG).

Young People & Access to Education

The forecast overspend in Young People & Access to Education is now
£0.278m.

Special Educational Needs Support Services Autism recoupment is now
forecasting an income shortfall of £0.067m. This shortfall has reduced by
£0.118m since the last report as a result of recruitment delays.

An overspend of £0.279m on Services to Disabled Children and underspend
of -£0.188m on Connexions are virtually unchanged since the last report.

Children and Families

The forecast overspend across Children & Families is now £3.823m, and has
increased by £0.471m since last month. Placements remains the most
significant area of overspending at £1.806m. This month the total pressure
has been reviewed and is now classified more accurately between the
different social care services, so the apparent reduction of £0.519m in the
forecast overspend is partly offset by changes elsewhere. These include
Foster care placements which are forecast to overspend by £0.203m as a
result of increased demand for medicals and assessments. The forecast
overspend relating to the Southwark Judgement is unchanged at £0.300m,
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but some of the costs relating to this were previously included within
Placements overstating that pressure.  The forecast overspend of £3.823m
for the Children and Families Service Area assumes that £0.523m carry
forward from 2008/09 will be utilised to offset pressures in this area on a one
off basis.

Adoption and Special Guardianship Orders are forecast to overspend by
£0.342m. As reported previously this reflects additional placements and
insufficient base budget to cover the cost of service provision, which currently
covers 47 orders. It is anticipated that the projection will increase over the
remainder of the financial year as there are additional clients currently moving
through the system.

The forecast overspend on Services for Asylum Seekers is now £1.391m and
has reduced by £0.075m since last month. £0.590m of the overspend relates
to expenditure carried forward from 2008/09 and the remaining £0.801m
relates to the current financial year. The overall forecast for the Service Area
still assumes that £1.000m of the overspend will be funded from the reserve
created at the end of 2008/09 for anticipated future pressures.

In the past a number of pressures and savings agreed through the Service &
Resource Planning process have been allocated to the Children & Families
Head of Service cost centre in the first instance.  An initial review has
indicated that there is a pressure of £0.850m as these adjustments were not
then reallocated to the appropriate Service Area. Virements to reallocate the
pressures and savings appropriately will be made in a future report but it is
not expected that the overall pressure will reduce.

As noted previously the Directorate has drawn up an action plan to mitigate
pressures on the Placements budget. Work to complete this is continuing. If
appropriate requests for virements to offset the overspends against
underspends, will be made in the report to Cabinet in March.

Raising Achievement Service

The Raising Achievement Service is now reporting an overspend of £0.218m
compared to £0.390m last month. Outdoor Education Centres are forecasting
an overspend of £0.193m. This is associated with a shortfall in income and
pressures relating to staffing and increased transport costs.

Last month it was reported that the there was a pressure of £0.200m relating
to changes to schools’ subscriptions. This has now been reviewed and the
forecast overspend has been reduced to £0.025m.

Commissioning, Performance & Quality Assurance (CPQA)

The total underspend for CPQA has increased from -£1.281m last month to -
£1.342m. Within the total, Home to School Transport is now projecting an
underspend of -£1.156m. Extended Rights to Free Travel, which is funded
from Area Based Grant, continues to forecast an underspend of -£0.300m.
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As noted previously the Children’s Information & Integration Programme
(ChlIP) which will provide improved information about the children in our care,
is projecting an overspend of £0.396m.

Underspends on Joint Use (-£0.052m), and Premature Retirement
Compensation (-£0.303m) are unchanged since last month.

Dedicated Schools Grant (DSG) Funded Services

The total overspend on DSG funded services is now £0.747m. Out of County
Placements is forecast to overspend by £0.243m, a decrease of £0.108m
since last month. Nursery Education Funding is still projected to overspend
by £0.504m.

As noted previously the allocation of DSG across non-school services has
been reviewed. The total available to reallocate to core areas to reduce the
overspend stands at £3.322m but includes £0.700m which may be required
for Early Years Development projects. £1.471m of the total available relates
to one - off carry forward from 2008/09 so is not recurring funding that will be
available in future years, whilst the remaining £1.851m is ongoing.

Action Plan — Overall Plan for Directorate

The forecast in-year overspend of £0.402m reflects the reallocation of DSG
to core areas (£3.322m) and also the use of the CYP&F reserve which is
holding carried forwards from 2008/09 (£1.523m). It also assumes that the
reported underspends will offset overspends in other service areas.
Virements to reflect this and to reallocate the DSG will be requested in the
January report that will be considered by Cabinet in on 16 March 2010.

Social & Community Services: £0.780m overspend

Social & Community Services are forecasting an overspend of £0.780m
against a budget of £167.136m, a variation of +0.47%. This is materially
unchanged since the last report.

Community Services

The forecast overspend for Adult Learning has decreased from £0.335m to
£0.291m. As reported previously radical changes in the Service are required
as part of a four year action plan to balance the service to the funding
available and repay supplementary estimates of £0.181m.

Social Care for Adults

The overspend in Social Care for Adults is now £0.397m. An action plan to
balance this by year end is in place and it is expected that the position will
improve further by year end. There are a number of small changes since last
month contributing to an increase of £0.021m in the overall overspend.

The forecast underspend for Services for all Client Groups has decreased by
£0.156m to -£0.125m, mainly as a result of increased Occupational Therapy
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activity. Additional older people residential client income totalling -£0.455m,
increased by £0.055m since last month, is forecast.

27. The Older People Care Management Teams are now forecasting a slightly
reduced overspend of £0.590m. This is associated with costs of additional
staff required for safeguarding work and to reduce waiting lists and delayed
transfers of care and to meet other key performance targets.

28. The pressure within Learning Disabilities Internal Services is forecast at
£0.421m compared to £0.442m last month.

Pooled Budgets
Older People, Physical Disabilities & Equipment Pool

29. The forecast outturn on the Older People and Physical Disabilities Pooled
Budget is an overspend of £7.387m as shown in the table on the next page.
This has increased by £1.609m since last month. This takes account of the
use of the Older People Pooled Budget Reserve of £1.130m created in
2008/09 to fund the extra commitments in 2009/10 resulting from the
Continuing Care Framework and additional placements.

30. The Council element of the Pool is forecast to overspend by £2.892m, an
increase of £0.023m from last month. Reductions in the forecast spend on
Older People has largely been offset by an increase in forecast spend on
Home Support for People with Physical Disabilities. Further work is being
undertaken to verify the accuracy of these forecasts. An action plan is being
implemented to reduce the overspend to £1.5m by year end. This will need to
be carried forward to be recovered in 2010/11.

Latest Forecast Variance Forecast | Change
Budget November Variance in
2009 October | Variance
2009
2009/10 OoP PD Total Total Total
£m £m £m £m £m £m
OCC Elements
88,650 | ' orecastin-year 2150 | 0.742 | 2.892 2869  0.023
variance
PCT elements
24 880 | Forecastin-year 2.824 | 1.180 | 4.004 2.387 1.617
variance
114.213 | Total OlderPeople & |/ 07,1 4 925 | 6.806 5256 |  1.640
Physical Disabilities
1.658 | Equipment Pool 0.491 0| 0.491 0.522 -0.031
Total - Older People,
115.871 | Physical Disabilities & | 5.465 | 1.922 | 7.387 5.778 1.609
Equipment Pool
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The forecast overspend on the Primary Care Trust (PCT) element of the pool
reflects the year end position which they are planning to achieve in relation to
Continuing Health Care. This has increased by £1.617m since the last
forecast and reflects a slower than expected reduction in the number of
people qualifying for Continuing Health Care offset by a reduction in the
number of new placements. The PCT is responsible for any financial risk
arising, and the forecast will be monitored monthly to take account of the
actual activity levels.

No assessment has yet been made of the possible impact on the County
Council elements of the pool in the current financial year of the withdrawal of
Continuing Health Care funding from clients who may then qualify for social
care funding. Because the expected reduction in clients qualifying for
Continuing Health Care is lower than the PCT expected the possible impact
on the County Council’s budget is reduced.

In the 2008/09 financial year a provision of £1.8m was set up in respect of the
estimated back dated costs of 172 named clients awaiting Continuing Care
assessments. As only a small proportion of these clients have been awarded
Continuing Care funding to date the full amount of the provision may not be
required for these cases and so may be available to fund some of the other
pressures in this budget. Work is being carried out with the PCT to clarify the
position on each of these cases but it has not yet been completed. The
outcome will be included in future reports.

An overspend of £0.491m is forecast on equipment, a reduction of £0.031m
since last month.  This is the result of work commissioned to identify the
reasons for the over spend and to develop an action plan to reduce the level
of overspending.

Learning Disabilities Pool

The Learning Disabilities Pooled Budget is currently forecasting an overspend
of £1.040m, a decrease of £0.066m since the previous report. This is due to
efficiency savings of -£0.213m being achieved offset by increased
commitments resulting from the November Panel decisions. The forecast
does not take into account any estimate for further panel decisions before the
end of the year.

The forecast also includes the efficiency savings identified in the 2009/10
budget process which have already been achieved. Further efficiency savings
of £0.887m are expected to be made during the year. In addition, work is
underway to contain spending in this financial year by identifying any over-
commitment in budgets, minimising spend and maximising savings and
checking detailed Independent Living Fund income against forecasts with a
view to bringing the pooled budget into balance by year end. However there
is a risk that not all of this will be achieved this financial year.
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Environment & Economy: -£0.514m underspend

The overall Directorate position is a forecast underspend of -£0.514m, or -
0.73% of the latest budget of £69.846m. This has decreased by  -£0.519m
since the last report.

The net overspend position across Transport is £0.085m, a reduction of
£0.468m since last month. As agreed by Cabinet on 15 December 2009,
£0.472m funding received from the Highways Agency a number of years ago
will be used to offset staffing pressures within Transport on a one off basis so
the majority of the reduction since last time reflects that decision.

The underspend in Sustainable Development is virtually unchanged at -
£0.732m.  Total waste forecast is 7% less than budgeted for, and the
proportion landfilled is 53% compared to the target of 58% while the
proportion recycled or composted is 47% compared to a target of 42%.

In addition to the underspend reported and as noted in previous reports if
landfill continues to reduce as predicted, the £0.695m budget set aside for the
purchase of Landfill Allowance Trading Scheme (LATS) allowances will not be
needed. In light of the directorate position later in the year, consideration will
be given to transferring this underspend to the Waste Management general
reserve to contribute to the funding package required to support the business
case for an additional recycling centre in Oxford City. Any further
underspends could also be used to support the Waste Recycling Strategy.

The forecast overspend within Property Services has reduced by from
£0.056m to £0.011m. Overspends relating to the Better Offices Programme
are offset against underspends relating to rents.

Business Support is forecast to overspend by £0.122m as a result of
increased legal recharges and other pressures.

Community Safety & Shared Services: £0.079m overspend

Community Safety is forecasting an overspend of £0.079m, or 0.25%,
compared to an underspend of -£0.176m last month, a movement of
£0.255m.

Current activity in the retained duty system in the Fire & Rescue Service
indicates an overspend of £0.225m as a result of measures to address
crewing shortages, additional training needs and new administrative
requirements resulting from a new national incident recording system.
Urgent action is being taken to control expenditure where possible. Any
variation at year end will be met from balances in line with Council policy.

Trading Standards is now forecasting an overspend of £0.030m which will be
managed using part of the underspend in the Gypsy and Traveller Service.
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Shared Services still expect to deliver £0.422m savings in 2009/10. As noted
last month, options are currently being considered and a proposal to repay the
£1.4m balance of the loan of £4.2m in 2010/11 will be made in a future report.

School meal sales for Food with Thought from April to November were 9.5%
higher than the equivalent period last year. The cost per meal remains below
budget but the food prices are increasing and this is narrowing the gap
between the budgeted and actual meal cost. Food with Thought and QCS
Cleaning Services are forecasting a combined surplus in the region of £0.2m.
This trading surplus will transfer to the reserve at year-end.

Corporate Core: £2.313m in year Directorate overspend

Corporate Core is forecasting an overspend of £2.313m. This has increased
by £0.063m since last month.

ICT continues to forecast an in year overspend of £2.250m. This comprises
one off overspends against projects totalling £1.45m and ongoing pressures
of £0.8m (OCN, maintenance etc). Further explanation was set out in detail
in the report to Cabinet on 15 December 2009. An action plan has been
produced for reducing the overspend. The process of reducing staff numbers
is already taking place but most of the savings achieved this year in the pay
budget are likely to be offset by one off redundancy costs. Other measures
will be implemented to reduce or control costs but it is not expected that they
will significantly reduce the size of this year’s overspend.

ICT already has serious budget pressures to manage next year. If this year’'s
overspend is carried forward to be absorbed within the service, it will not be
possible to stay within budget without cuts in service at a level that would
seriously impact on the resilience of the Council’'s ICT infrastructure and
service delivery.

Levels of activity in the planning and child protection areas of Legal Services
are high this year. This is reflected in increased income generation
compared to last year but also in higher costs.  The net effect is that an
overspend in Legal and Democratic Services is now extremely likely. As per
the Provisional Outturn Report to Cabinet on 23 June 2009, a £0.063m
underspend from 2008/09 was held in the carry forward reserve pending a
request to release it during the year if pressures could not be managed within
budget. It is now recommended that £0.063m should be transferred from the
Carry Forward Reserve to offset the overspend.

At least one legal case will exceed £0.025m this year. The policy for a
number of years has been that exceptional legal costs over £0.025m, where
no budget exists, are met from balances. A request for a supplementary
estimate will be made before the end of the year if Legal Services is unable to
cover these costs.
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As at 1 April 2009, the total Change Fund was £1.862m. Forecast
expenditure in 2009/10 is £1.668m for a range of projects, including £0.651m
for Lead Oxfordshire. The remaining unallocated balance is £0.194m.

Virements and Supplementary Estimates

The virements requested this month are detailed in Annex 2a with virements
previously approved in Annex 2b and 2c and temporary virements to note in
Annex 2d. Annex 2e shows the cumulative total virements to date.  There
are no budget lines where these total over £0.5m this month.

Grants Monitoring

Annex 3a and 3b set out the movement on specific grants since the original
estimate, along with a forecast of the grant funded expenditure in year.
Annex 3c details the Area Based Grant.

Bad Debt Write Offs

During the first eight months of 2009/10 there were 107 debts written off
totalling £9,991. The largest debt was £1,266 so most were very small and
uneconomical to recover through the courts. In addition Client Finance wrote
off 66 debts in relation to charges for care totalling £25,169. The largest of
those was £4,115.

In September 2007 Sedgemoor Children’s Services ceased trading and went
into liquidation. At this time the Council had made payments in advance
totalling £110,685.71 to the company. In the 2007/08 accounts an impairment
allowance for this amount was created which will now be used to write-off this
debt. Following this event the service has made a number of changes to their
processes, including not making payments in advance and accepting credit
notes. Cabinet are recommended to approve the write off of this debt.

Strategic Measures

The average cash balance during November 2009 was £200.1m and the
average rate of return was 0.76%. As noted in previous reports the average
rate of return has fallen each consecutive month in 2009/10, from the starting
point of 2.66% achieved in April 2009. However, it is now expected that the
rate of return should stabilise around the current level for the remainder of
2009/10. It is expected that the budgeted income from interest of £2.1m will
be achieved.

The Treasury Management lending list is included at Annex 6 for
completeness but is unchanged since the last report.
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Part — 2 Balance Sheet

Reserves

Annex 4 shows the forecast movement on earmarked reserves.

School Balances

As reported in the 2008/09 Provisional Outturn Report to Cabinet on 23 June
2009, school balances were £13.439m at 31 March 2009. Updates and
further analysis of the forecast position will be provided in future reports, but
the current forecast outturn is £4.761m as at 31 March 2010, a reduction of
£8.678m.

Budget monitoring submissions for the period up to October 2009 have been
received from 286 out of 289 schools. These submissions indicate that year
end balances will be more consistent with the total originally budgeted for than
in previous years.

59 schools are currently projecting a deficit at the end of 2009/10 while 230
expect to be in surplus. Half of the secondary schools in Oxfordshire are
currently forecasting deficits.

Loans to Schools

Under paragraph 4.7 of the Section 48 document Scheme for Financing
Schools, schools may apply for a loan. These may be used to fund the
purchase or replacement of equipment (including computer hardware) or to
contribute to premises projects; repair and maintenance; energy and
environmental improvements and historic budget deficits. Several of the
deficits currently reported are likely to be converted to loans. All current loans
relate to secondary schools.

Overall the planned and forecast reduction in surpluses is to be welcomed as
it will help to ensure that the Department for Children, Schools and Families
(DCSF) does not claw back excess balances. However, the authority is close
to allowable limits for loans and deficits. = These are based on the level of
surpluses so as the latter diminish, our ability to help schools to manage their
deficits will also reduce.

Balances
Annex 5 sets out the current position for general balances taking into account

known changes. Total balances were £14.088m at the end of November,
with the position unchanged from the end of October.
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Part 3 — Capital Programme and Monitoring
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67. The capital monitoring position set out in Annex 7, shows forecast expenditure

for 2009/10 is £91.2m (excluding schools), a decrease of

-£1.6m when

compared to the last capital programme approved by Cabinet in October
2009. This is a change of £0.7m in the variation reported to Cabinet in
December 2009. The table on the next page summarises the variations by
directorate which are explained in the following paragraphs.

Directorate Latest Forecast | Forecast Variation | Change
Capital Expenditur | Variation Forecast in
Programm e Novembe October | Variation
e r 2009 2009 Forecast
Budget
(Approved | (Position
October as atend
2009 of
Position as | November
at end of 2009)
August
2009)
Children, Young £41.3m £40.0m -£1.3m -£0.3m -£1.0m
People & Families
Social & Community £7.3m £6.3m -£1.0m -£0.4m -£0.6m
Services
Environment & £42.5m £41.1m -£1.4m -£2.0m +£0.6m
Economy
Community Safety & £0.7m £0.9m £0.2m £0.4m -£0.2m
Shared Services
Corporate Core £1.0m £2.9m £1.9m £0.0m +£1.9m
Sub-total £92.8m £91.2m -£1.6m -£2.3m +£0.7m
Schools £11.3m £12.1m £0.8m £0.8m £0.0m
Capital/Devolved
Formula
Earmarked Reserves £0.1m £2.0m £1.9m £0.0m +£1.9m
Total £104.2m £105.3m £1.1m -£1.5m +£2.6m

Children, Young People & Families

68. The Children, Young People & Families directorate is forecasting to spend
£40.0m in 2009/10 compared to the latest capital programme budget of £41.3m,
a variation of -£1.3m. This is a change of -£1.0m from the variation reported

last month.

69. A review of how adjustments made between capital and revenue are included in

the capital programme has been carried out.

The results impact on the

Children, Young People and Families, Environment and Economy and
Corporate Core directorates. The saving shown in CYP&F is £1.0m in 2009/10
with a total of £4.7m over all years of the programme. Some of this saving is
used to finance capital/revenue adjustments shown in other directorates. The

CAJAN1910R110.doc
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Capital Programme Board is going to develop an exit strategy for some of the
adjustments and until this is in place the net impact of these adjustments
(£1.9m) is being held in earmarked reserves.

Social & Community Services

The forecast spend for Social & Community Services is £6.3m, a variation of -
£1.0m when compared to the latest capital programme and a movement of -
£0.6m from the position reported last month. This is due to slippage of
expenditure into later years of the programme on the Bicester Care Home and
Supported Living for people with Learning Disabilities schemes. There is also a
saving of £0.2m on retentions.

Environment & Economy

The spend forecast for 2009/10 for Environment and Economy is £41.1m
compared to the latest budget of £42.5m, a variation of -£1.4m. This is a
movement of £0.6m from the position reported in December 2009.

£0.5m of the increase reflects the review of Capital/Revenue switches
mentioned above. The remainder is the net effect of a number of small
variations.

Community Safety and Shared Services

The forecast spend for Community Safety & Shared Services is £0.9m, a
variation of £0.2m when compared to the latest capital programme. This is a
variation of -£0.2m from the position reported last month and is due to slippage
of expenditure into later years of the programme on the Bicester Fire Station
Upgrade scheme.

Corporate Core

The Corporate Core directorate is forecasting to spend £2.9m in 2009/10
compared to the last capital programme budget of £1.0m, a variation of £1.9m.
This is because of a payment made in relation to the SAP support contract for
software licences, approved at Cabinet in December 2009.

Actual Expenditure

As at the end of November actual capital expenditure was £46.5m, this is 44%
of the total planned expenditure of £105.3m. This represents a £7.7m increase
from last month and is consistent with the position for the same period last year.
Total commitments were a further £25.1m; therefore total committed
expenditure was 68% of the total planned expenditure.

Movement on Overall Capital Programme
The forecast expenditure for the capital programme is £475.4m (excluding

schools); compared to the last capital programme update of £491.3m this is a
variation of -£15.9m. This is a change of -£5.9m to the variation reported to
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Cabinet in December 2009. The directorate variations

on the next page:

CA7

are shown in the table

Directorate Latest Forecast Variation Variation Change in
Capital Expenditure | Forecast Forecast Forecast
Programme November October Variation
Budget 2009 2009
(Approved (Position as at
October 2009 end of
Position as at November
end of August 2009)
2009)
Children, Young £298.5m £282.5m -£16.0m -£11.2m -£4.8m
People & Families
Social & Community £23.0m £22.9m -£0.1m £0.1m -£0.2m
Services
Environment & £160.2m £158.0m -£2.2m £0.6m -£2.8m
Economy
Community Safety & £5.6m £6.1m £0.5m £0.5m £0.0m
Shared Services
Corporate Core £4.0m £5.9m £1.9m £0.0m +£1.9m
Sub-total £491.3m £475.4m -£15.9m -£10.0m -£5.9m
Schools £62.0m £64.0m £2.0m £2.0m £0.0m
Capital/Devolved
Formula
Earmarked Reserves £1.7m £9.6m £7.9m -£0.3m +£8.2m
Total £555.0m £549.0m -£6.0m -£8.3m +£2.3m

77.

78.

79.

80.

81.

82.

CAJAN1910R110.doc

The decrease on Children, Young People & Families is mainly due to the
impacts of the capital/revenue adjustments discussed above.

The decrease of £2.8m in Environment and Economy is due to the removal of
£4.0m for Thornhill Park and Ride extensions as the assumptions on
developer contributions available for this scheme have been revised due to
the current economic climate. Expenditure has increased by £0.8m for
capital/revenue adjustments and by £0.4m for the Chipping Norton Access
Road scheme.

The increase in Corporate Core is due to the payment for SAP software
licences as mentioned above.

The increase in earmarked reserves is due to the amount being held for
capital/revenue adjustments and for resources being earmarked for a second
phase of the Homes for Older People scheme.

Capital Programme Update

The position reported this month has been incorporated in the updated capital
programme, attached at Annex 8.

The overall deficit on the capital programme has decreased from £5.368m to

£4.502m, a change of £0.866m. This is primarily due to transport identifying
additional resources to reduce the deficit on their programme.

Page 27



83.

84.

85.

86.

87.

CA7

The cashflow position of the overall programme has improved significantly,
with the majority of the shortfall now falling in the final year of the programme.

Part 4 — Other Financial Issues

Creation Theatre Company

In the summer of 2008, the Cabinet agreed to make a repayable grant of
£30,000 (funded by a supplementary estimate) to Creation Theatre, given
their financial difficulties. The City Council also helped the company
financially. Repayment of this grant is due in July 2010.

A major condition of the funding was that Creation should plan to minimise
their exposure to the risks of bad weather. As a consequence of doing this,
and despite fears prompted by the recession, the summer season made a
healthy profit. By March 2010, therefore, Creation expect to be in a position
where they have turned a substantial deficit into a small surplus, albeit
insufficient to make the repayment in July.

Creation have now put together a new plan which aims to generate sufficient
surplus over the next two years to build up a reserve to assist them with
managing future risks. In order to aid their ongoing position, Creation have
now asked the County Council to defer and phase the repayment of the grant
as follows:

Date of Repayment Amount
31 August 2011 5,000
31 January 2012 7,500
31 July 2012 17,500
TOTAL 30,000

The cost of deferring repayment would be to forego interest estimated at
£1,000. The Cabinet is recommended to agree to defer repayment of the
grant by Creation Theatre Company as set out in paragraph 65. In addition
interest will be charged to the Theatre Company at a fixed rate of 2% per
annum from 31 July 2010, with interest due being paid on each staged
repayment date. This will recompense the Council for the interest foregone.
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RECOMMENDATIONS

88. The Cabinet is RECOMMENDED to:

(a)
(b)
(c)

(d)

(e)
(f)

note the report;
approve the virements as set out in Annex 2a;

approve the use of carry forward from 2008/09 to offset pressures
in Legal and Democratic Services as set out in paragraph 51.

Approve the write off of the bad debt of £110,685.71 in respect of a
payment in advance to Sedgemoor Children’s Services as set out
in paragraph 57.

Approve the updated Capital Programme as set out in Annex 8;

Agree the deferral and phasing of the repayment of grant from
Creation Theatre Company as set out in paragraphs 86 and 87.

SUE SCANE

Assistant Chief Executive & Chief Finance Officer

Background papers: Directorate reports

Contact Officer: Kathy Wilcox, Principal Financial Manager

Tel: (01865) 323981

January 2010
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CA7

November Financial Monitoring Report Annex 2a
CABINET - 19 January 2010
Virements
CABINET IS RECOMMENDED TO APPROVE THE VIREMENTS AS DETAILED BELOW:
Expenditure Income
Report Cabinet |Budget Book|Service Area Permanent/| Council |Details From/ To/ From / To/
Paragraph Date Ref Temporary | Approval Decrease | Increase | Decrease | Increase
Reference (PIT) Required -) (+) (+) (-)
) £000 £000 £000 £000
VIREMENTS RECOMMENDED THIS REPORT
Intradirectorate Virements
Children, Young People & Families
Jan-10 | CYPF1-13 |SEN Support Service P Budget Tidy with SENSS across expendiutre & income gl -4,665 4,754 -89
codes
Social & Community Services
Jan-10 [SC2_2F Internal Day Centres P Rent income budget moved into the OPPD pool. 5
Jan-10 |SC2_2A Contribution to OP Pooled Budget P Rent income budget moved into the OPPD pool. -5
Total -4,665| 0) 4,759 -94|
Total Interdi 0) 0) 0) 0
TOTAL VIREMENTS RECOMMENDED THIS REPORT -4,665/ 0 4,759| -94|

Virements requiring Cabinet approval are:
1. All permanent virements.
2. Temporary virements between £250,000 and £500,000.

NB: All virements greater than £500,000 and deemed to constitute a change in policy, will be recommended by Cabinet for approval by Council. This includes the cumulative total of virements that have previously been
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CA7

November Financial Monitoring Report Annex 2b
CABINET - 19 January 2010
Virements
VIREMENTS REQUIRING CABINET APPROVAL ACTIONED THIS REPORT
Expenditure Income
Report Cabinet Budget |Service Area Permanent/ [Details From/ To/ From / To/
Paragraph Date Book Ref Temporary Decrease | Increase | Decrease | Increase
Reference (P/T) () (+) (+) )
£000 £000 £000 £000
Intradirectorate Virements
Children, Young People & Families
Nov-09 | CYPF3-21 |Professional Development P Ensure budgets are in line with current management structure -428
Nov-09 | CYPF3-22 |Educational Achievement & Service P Ensure budgets are in line with current management structure -168 49
Monitoring
Nov-09 | CYPF3-23 |Curriculum Learning & Inclusion P Ensure budgets are in line with current management structure -622
Nov-09 | CYPF3-24 |Partnership Development & Extended P Ensure budgets are in line with current management structure -432 41
Learning
Nov-09 | CYPF3-25 |Secondary School Improvement P Ensure budgets are in line with current management structure -530
Nov-09 | CYPF3-31 [Strategic Managemement P Ensure budgets are in line with current management structure 2,180 -90|
Nov-09 CYPF4-3 |CPQA-Organisational Development P 1.0fte transferred to the Family Infomration Service from -12
Nov-09 | CYPF4-1 [CPQA-Performance P CYPF General Office (w.e.f. Sept 2009) 12
Nov-09 CYPF2-5 [Central Costs P Reallocate additional funding in relation to 4fte social workers 160
Nov-09 | CYPF2-32 |Family Support P Reallocate additional funding in relation to 4fte social workers -160
Nov-09 | CYPF2-22 |Early Years and Childcare Area Teams P Tidy Early Years budget to reflect 2009/10 restructure -43|
Nov-09 | CYPF2-21 |Early Years and Childcare County wide P Tidy Early Years budget to reflect 2009/10 restructure 43|
Nov-09 | CYPF2-21 |Early Years and Childcare County wide P Tidy Early Years budget to reflect 2009/10 restructure 16|
Nov-09 | CYPF2-22 |Early Years and Childcare Area Teams P Tidy Early Years budget to reflect 2009/10 restructure -16
Nov-09 | CYPF2-21 |Early Years and Childcare County wide P Tidy Early Years budget to reflect 2009/10 restructure 9
Nov-09 | CYPF2-22 |Early Years and Childcare Area Teams P Tidy Early Years budget to reflect 2009/10 restructure -9
Nov-09 | CYPF2-24 |Childrens Centres & Childcare Development T Creation of Blackbird Leys Childrens Centre income and 666 -666
Area Teams expenditure budget
Nov-09 | CYPF2-24 [Childrens Centres & Childcare Development T Creation of Bicester Childrens Centre income and expenditure 317 -317]
Area Teams budget
Social & Community Services
Nov-09 SC2_2A |OCC Contribution to OP Pool P To move cost centre SKE701 (Service Agreement - Carers) -684 684
out of OPPD pooled budget to SC2_1i (One off Funding
Projects)
Nov-09 SC2_11 |One Off Funding Projects P To move cost centre SKE701 (Service Agreement - Carers) 684 -684
out of OPPD pooled budget to SC2_1i (One off Funding
Projects)
Nov-09 SC2_2B |OP Care Management Team P To Move cost centre SKT493 OP (MH) Care Management out -533|
of Older People into Mental Health.
Nov-09 SC2_3A |OCC Contribution to MH Pool P To Move cost centre SKT493 OP (MH) Care Management out 533
of Older People into Mental Health.
Nov-09 SC2_1D |Employment Services P Restructure Cost Centre 347 -347|
Nov-09 SC4_3A |Leadership Team P Early retirements budget moved from contingency. 8
Nov-09 SC4_3B [Contingency P Early retirements budget moved from contingency. -8
Corporate Core
Nov-09 CC3.4 [Strategic HR &0D - OD T Transfer of part of the Lead Oxfordshire funding from Change -100
Nov-09 CcCc9 Change Fund T Fund. The funding level has now reached £280k in total 100
Total Intradirectorate Virements -3,677| 5,007 842 -2,172]
Interdirectorate Virements
Nov-09 CC3.1 Strategic HR & OD - HR P Transfer of Job Finder Service to Shared Services -52]
Nov-09 CS6.1.4 [Shared Services - HR P Transfer of Job Finder from Strategic HR 52]
Nov-09 CC3.4 Strategic HR & OD - OD P Transfer of Apprenticeship post to Organisational 50
Development from Shared Services
Nov-09 CS6.1.4 |Shared Services - HR P Transfer of Apprenticeship post to Strategic HR&OD -50)
Nov-09 CC3.3 |Strategic HR & OD - Unison P Transfer of budget from E&E to create a central budget for 4
Unison branch officers funded by OCC.
Nov-09 EE4.1 Buisness Improvement P Funding Unison -4
Nov-09 CC4.2 Finance & Procurement - Corporate Finance P Transfer of Capital Management Accounting budget from 55
Shared Services
Nov-09 CS6.1.3 |Shared Services - FMA P Transfer of Capital Management Accounting budget to -55|
Corporate Core
Total Interdirectorate Virements -161 161 0 0
TOTAL VIREMENTS approved and on SAP -3,838] 5,168 842 -2,172]
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November Financial Monitoring Report Annex 2¢
CABINET - 19 January 2010
Virements
MEMORANDUM VIREMENTS REQUIRING CABINET APPROVAL PREVIOUSLY APPROVED BUT NOT YET ACTIONED DUE TO TIMING OF DECISION AND MONTH END
Expenditure Income
Report Cabinet Budget |[Service Area Permanent/ | Details From/ To/ From / To/
Paragraph Date Book Ref Temporary Decrease | Increase |Decrease | Increase
Reference (PIT) (=) (+) (+) (-)
£000 £000 £000 £000
Intradirectorate Virements
Children, Young People & Families
Dec-09 | CYPF2-24 |Childrens Centres and Childcare Development| T Creation of Roundabout Centre income and expenditure 336 -336
Area Teams budget
Dec-09 | CYPF2-24 |Childrens Centres and Childcare Development| T Creation of Roundabout Daycare income and expenditure 420 -420)
Area Teams budget
Environment & Economy
Dec-09 EE1.4  [Oxfordshire Highways T Moving from road maintenance to revenue contribution for the -200} 200
Access to Oxford capital scheme
Corporate Core
Dec-09 CC3.3 |[Strategic HR & OD - Unison P Transfer of budget to create a central budget for Unison 3
Dec-09 cc2.1 ICT - Personnel P branch officers funded by OCC. -1
Dec-09 CC5.2 [Legal & Democratic - Democratic Services P -1
Dec-09 CC4.1  |Finance & Procurement - Service P -1
Management
Total Intradirectorate Virements -203| 959 0 -756
Interdirectorate Virements
Dec-09 SC1_3 |Cultural & Community Development P Transfer of budget from SCS to create central budget for -3]
Unison branch officers funded by OCC.
Dec-09 SC1_6 |Registration Service P Transfer of budget from SCS to create central budget for -1
Unison branch officers funded by OCC.
Dec-09 SC4_1A |Recharges P Transfer of budget from SCS to create central budget for -22]
Unison branch officers funded by OCC.
Dec-09 CS6.1 Shared Services - Management Team P Transfer of budget to Corporate Core to create a central -2
Dec-09 Cs5 Trading Standards P -1
Dec-09 Cs1.1 Fire & Rescue Service P -1
Dec-09 CC3.3 |[Strategic HR & OD - Unison P Transfer of budget from S&CS to create a central budget for 26|
Unison branch officers funded by OCC.
Dec-09 CC3.3 |[Strategic HR & OD - Unison P Transfer of budget from Community Safety & Shared Services 4
to create a central budget for Unison branch officers funded
by OCC.
Dec-09 SC4_1a |Strategy & Transformation - Recharges P Childcare Checks 2
Dec-09 SM Strategic Measures P Childcare Checks -2
Total Interdirectorate Virements -32| 32 0 0
TOTAL VIREMENTS approved but not on SAP -235| 991 [ -756|

Virements requiring Cabinet approval are:
1. All permanent virements.
2. Temporary virements between £250,000 and £500,000.

NB: All virements greater than £500,000 will be recommended by Cabinet for approval by Council. This includes the cumulative total of virements that have previously been reported and approved.
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CA7

November Financial Monitoring Report Annex 5
CABINET - 19 January 2010
Forecast Year End Revenue Balances
Date Forecast 2009/10 Budget 2009/10
£m £m £m
Provisional outturn 2008/09 net of City Schools 20.187 19.000
City Schools Reorganisation brought forward from 2008/09 1.369 1.369
County Fund Balance 21.556 20.369
Planned Use of Balances -5.131 -5.131
Less City Schools Reorganisation to be carried forward -0.775 -0.775
Original forecast outturn position 2009/10 15.650 14.463
Additions
May-09 Surplus grant repaid in May 2009 in respect of a company 0.078
liquidation
Oct-09 Correction to grant repayment - this is a capital grant -0.078
0.000 0.000
Calls on balances deducted
Apr-09 Transfer excess over £19.0m at 2008/09 year end to Efficiency -1.187
Savings Reserve in 2009/10
May-09 Supplementary Estimate for DSG inflation imbalance -0.215
Jul-09 Supplementary estimate for third party legal fees -0.160
-1.562 -2.000
Net forecast 14.088 12.463
Total budget requirement 379.170 379.170
Provisional balances as a % of budget requirement 3.72% 3.29%
Net Forecast 14.088
Calls on balances agreed but not actioned
0.000
Calls on balances requested in this report
0.000
Revised forecast position 14.088
Consolidated Revenue Balances
Provisional outturn 2008/09 net of City Schools 20.187
Less forecast year end balances as at September 2009 net of City Schools -14.088
Add 2009/10 City Schools repayment 0.594
Forecast movement on County Fund Balance 6.693
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CA7 Annex 6
Oxfordshire County Council's Treasury Management Lending List
As at 2 December 2009
Lending Limits
Counterparty Name
Standard Limit Overnight Limit Group Limit Period Limit
£ £ £

Call Accounts / Money Market Funds
Abbey plc - Capital A/c 22,000,000 5,000,000 27,000,000 3 years
Abbey plc - Main Alc 22,000,000 5,000,000 27,000,000 3 years
Bank of Scotland Plc - Base Plus Alc 15,000,000 5,000,000 20,000,000 3 mths
Bank of Scotland Plc - Business Current Alc 15,000,000 5,000,000 20,000,000 3 mths
Clydesdale Bank Base Rate Tracker Plus A/c 10,000,000 0 27,000,000 3 mths
Lloyds TSB Bank plc - Callable Deposit A/c 15,000,000 5,000,000 20,000,000 3 mths
Royal Bank of Scotland - Call A/c 15,000,000 5,000,000 20,000,000 3 mths
Money Market Deposits
Abbey plc 22,000,000 5,000,000 27,000,000 3 years
Abbey Time Deposit Facility 22,000,000 5,000,000 27,000,000 3 years
Alliance and Leicester plc 10,000,000 0 27,000,000 3 mths
Bank Nederlandse Gemeenten N.V. 30,000,000 5,000,000 0 3 years
Bank of New York Mellon 22,000,000 5,000,000 0 2 years
Bank of Nova Scotia 22,000,000 5,000,000 0 2 years
Bank of Scotland Plc 15,000,000 5,000,000 20,000,000 3 mths
Bank of Scotland Plc (Through Broker) 15,000,000 5,000,000 20,000,000 3 mths
Barclays Bank Plc 22,000,000 5,000,000 2 years
Barclays Bank Plc (Direct) 22,000,000 5,000,000 2 years
Bilbao Bizkaia Kutxa 10,000,000 0 0 3 mths

Check government
Bradford and Bingley plc 15,000,000 0 0 guarantee prior to

lending

Clydesdale Bank 10,000,000 0 27,000,000 3 mths
Credit Industriel et Commercial (CIC) 15,000,000 0 0 364 days
Crown Agents Bank Ltd 10,000,000 0 0 3 mths
Debt Management Account Deposit Facility 100% Portfolio 0 0 6 mths
DnB NOR Bank 10,000,000 0 0 3 mths
DZ Bank AG Deutsche Zentral-Genossenschaftsbank 10,000,000 0 0 3 mths
EFG Bank S.A. (ex-EFG Private Bank) 10,000,000 0 0 3 mths
English, Welsh and Scottish Local Authorities 30,000,000 5,000,000 0 3 years
HSBC Bank plc 22,000,000 5,000,000 0 3 years
JP Morgan Chase Bank 22,000,000 5,000,000 0 2 years
Lloyds TSB Bank plc 15,000,000 5,000,000 20,000,000 3 mths
National Australia Bank 22,000,000 5,000,000 27,000,000 3 years
National Bank of Canada 10,000,000 0 0 3 mths

Check government
Northern Rock plc 15,000,000 0 0 guarantee prior to

lending

Rabobank Group 30,000,000 5,000,000 0 3 years
Royal Bank of Canada 30,000,000 5,000,000 0 3 years
Royal Bank of Scotland 15,000,000 5,000,000 20,000,000 3 mths
Toronto-Dominion Bank 22,000,000 5,000,000 0 2 years
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Agenda Iltem 8

CA8A

CABINET - 19 JANUARY 2010

SERVICE AND RESOURCE PLANNING -2010/11-2014/15

Report by The Leader of the Council
& Cabinet Member for Finance and Property

Introduction

1

This Administration was elected on a strap-line of Low Taxes, Real Choice; Value for Money. We
remain committed to our medium term objectives:

o World Class Economy

o Healthy & thriving Communities

o Climate Change & The Environment
o Better Public Services

We will deliver these improvements and changes in ways that reflect the needs of customers and
local communities. Details can be found in the Corporate Plan which is also on the agenda for this
Cabinet Meeting for recommendation to the February County Council.

This report should be read in conjunction with the report from the Assistant Chief Executive &
Chief Finance Officer and takes account of the latest financial information. Together, the two
reports set out the details of the Cabinet’s proposals for the 2010/11 budget and the Medium Term
Financial Plan (MTFP) for 2010/11 to 2014/15. In making these proposals the Cabinet have
considered the Directorates’ budget priorities and pressures and the efficiency savings and service
reprioritisations alongside their priorities and pressures.

This Cabinet has considered the comments on the draft budget proposals from individual Scrutiny
Committees held in November and December 2009 as well as the outcome of the public
consultation on the budget which was undertaken on 24 and 28 October 2009. A report from The
Oxford Research Agency summarising the outcomes is attached at Annex 1 with a link to the full
report.

The 2010/11 budget process has been particularly difficult and built on the turmoil in the financial
markets and the impact of the national economic downturn which had started to emerge last year.
The Cabinet has taken actions during the year to ensure that the Council is well prepared, not only
for the coming year but also for the next Comprehensive Spending Review (CSR) period. The
CSR should have taken place this year but has been deferred until after the General Election. By
the time it is completed and reflected in the Local Government Settlement, there will be precious
little time to act on the outcome which is why the Cabinet has reflected the likely impact of the
next CSR in this Medium Term Financial Plan.

The Cabinet set out in July new savings targets for the next five years, having built in the
pressures we expected to have in those years. In addition, Directorates have continued to look for
efficiencies within their services to fund any other new pressures. In the majority of cases, they
have been able to achieve this and the detailed papers show all these changes.

Below I set out the main areas of investment as well as the changes from the position reported to
Scrutiny and how I have taken these factors into account in developing the budget proposals.
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Investment Proposals and Changes arising from Scrutiny

Children Young People & Families

7

10

11

12

13

There has been additional investment of £3.8m from 2010/11 onwards into the care of our most
vulnerable children. This is to supplement further the increases previously agreed for our
Placements Budget to deal with the increase in children and young people needing care; to deal
with the Southwark Ruling which determines the support needed for 16 and 17 year old homeless
youngster and also to provide for Unaccompanied Asylum Seeking Children.

Working with relevant Cabinet Members and Directors, I have been able to reduce the cuts
proposed to the Youth Service from £2.3 million over five years to £350k by 2012/13 with the
proposals to flow from a Fundamental Service Review. An alternative package of savings is
proposed which is largely taken from rationalisation of the layers of administrative staff which
CYP&F believe are deliverable and which I will be monitoring closely.

I have also re-instated the £100k pa Chill-Out Fund because this was felt by Scrutiny to be
particularly valued and brings with it external funding from other organisations.

Although the County Council was not successful in the recent bid for Building Schools for the
Future (BSF), Partnerships for Schools have advised officers to re-apply early this year. To be
successful, the Council has to demonstrate financial provision for the costs and I have re-
scheduled the previous funding commitment, given that this appears the only likely means of
upgrading the Council’s school estate in the foreseeable future.

Unaccompanied Asylum Seeking Children continue to present a £550k pa budget pressure
because of insufficient funding from central government for what is a national and international
issue. Short of providing these children with a roof over their head (for which the government
grant is adequate) and denying them food and other basic necessities (for which the government
grant is wholly inadequate) we have little option but to foot the bill here in Oxfordshire. We
continue to press government to recognise and to fund adequately its obligations in this area.

The Cabinet recognises the importance of respite care to support hard pressed carers in providing
them with a measure of support and respite in caring for the frequently extremely disabled people
in their care. Without the support of these carers, the state would face immensely higher financial
costs. This budget maintains the level of respite support and makes some very modest savings in
areas of administration of respite care which should not impact on the front line.

The Cabinet took an early decision to ring fence safeguarding budgets to guard against any
repetition of the Baby P tragedy. Accordingly, front line safeguarding services are not subject to
any efficiency savings.

Social and Community Services

14

15

There are considerable changes underway within the Adult Social Care area and the Cabinet will
continue to monitor the progress on these as the Transforming Adult Social Care programme
progresses. The Cabinet Member and Director believe that, while there are still significant future
year savings to be identified for this area, they will be deliverable in the light of the changes
underway.

I am providing a further £1.1m investment to reflect changes to the continuing care the County
Council provides in conjunction with the Primary Care Trust and I have also added £2.9m for
Older People and £2.3m for the Learning Disabled for the Demographic pressures for 2014/15,
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building on the significant investment the County Council made last year in recognition of the
growing numbers of older and disabled people who will require assistance.

I have included a roughly estimated figure of £1.4m for 2010/11 with a full year effect of £2.8m
for 2011/12 onwards to deal with the non-funded element of the Prime Minister’s proposals for
funding Personal Care at Home. Details are still emerging on this proposal but the Government
has said that they will not be providing any additional funding beyond the already insufficient
amount they have provided. I am very concerned that the County Council still does not really
know what this scheme will cost but also that Local Government is being expected both to provide
part of the estimated funding and, apparently, to underwrite any deficiency that subsequently
emerges after the pledge that the Prime Minister rushed out is fully costed.

Within Community Services, there are no proposed library closures and no plans for any closures.
We will be investing in new technology to streamline the service and reduce costs while still
providing the front line service across the County. Although this technology will go initially into
the larger, urban libraries, I hope to see it rolled out into rural libraries where I believe
technological innovation should open the way for much longer access times.

Environment and Economy

18

19

20

I have included in the medium term proposals, further funding of £1.5m each year from 2011/12
through to 2014/15, totalling £6m, for the additional costs of Landfill Tax based on the
Government’s latest increases.

On Concessionary Fares, I originally built in £3m for the additional costs of the Government’s
proposal that paying for these fares should transfer from District Council control to the County
Council. This sum was on the basis that this was the shortfall that the Districts were currently
bearing. Since then, the Government has consulted on the grant distribution and the expected
outcome was that this should benefit Oxford City. However, when the Government then
confirmed their intention to transfer the function to county councils, they also proposed that they
would reduce the funding on the basis that local government could deliver even more efficiencies
in the process! Le plus ca change le plus c’est la meme chose! While I have reduced the original
investment I have felt it prudent to leave some funding set aside for this until I see how it will
operate in practice.

Following the discussions at Scrutiny and representations from the business community, I have
delayed the re-introduction of evening and Sunday on-street parking charges until 2011/12 and
will seek to identify if any alternative sources of funding can be found to achieve the necessary
savings. From 2010/11, I have reduced the spending on Street Scene to compensate for part of the
saving withdrawn.

Community Safety

21

22

The Fire Cadet scheme was considered at Safer & Stronger Communities Scrutiny Committee to
be a small sum for a very valuable service and I have therefore not pursued this saving. The
scheme will therefore remain to support young people in developing good citizenship skills.

I have provided for investment in additional support (through Watch Manager posts) to retained
fire stations to ensure the continuing viability of this important service in a rural area.
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Corporate Core and Shared Services

23

24

25

26

There was considerable discussion at the Strategy & Partnerships Scrutiny Committee about the
increasing pressures emerging in ICT. This service maintains the frontline services across the
Council and I have looked again at how I can fund the pressures without having to make
reductions beyond those already being undertaken to balance the current year position. I have
achieved this by taking overall savings in reduced staffing costs arising from the Prime Minister’s
announcement of a freeze on public sector staff salaries to 1%.

Given the severe national economic and financial position and the need for restraint in public
spending, I believe elected members should make a modest but important public statement about
pay in the public sector by freezing their allowances at least for 2010/11. I have therefore
requested the Independent Remuneration Panel to recommend a freeze in the basic and special
responsibility allowances paid to elected members for 2010/11 and their report is going to the
January County Council to give effect to this.

Shared Services was set up by the then Cabinet Member for Change Management to bring
together back-office services from individual directorates and to deliver considerable savings over
the medium term. This is being successfully delivered and I hope the County Council will be able
to develop the Shared Services concept further, both within the council and with other partners.

I am proposing that the County Council uses the Efficiency Savings Reserve, achieved through the
front loading of savings targets, to fund one-off costs of developing the Oxfordshire Community
Network and also the additional development costs of the Customer Contact Centre. In addition, I
will consider further funding requirements for the development of SAP HR if the Business Case
demonstrates that further savings in Shared Services and across the organisation can be achieved
through this work.

Collection Fund

27

28

Any collection fund surplus is treated as one-off investment. Provisional figures from the District
Councils are currently estimated at £1.9m. If the final position continues to produce a one-off sum
available to allocate, then I would advise that the County Council uses some of it as a revenue
contribution to Capital so that minor works, including funding of Carbon Reduction Schemes, can
be progressed. I also propose to fund the necessary improved access works at Headington Library
from this Minor Works Capital, subject to agreement of a new lease with the City Council.

If sufficient funds are available, I propose that the remainder be used to reduce the savings on
Property Repairs and Maintenance in 2010/11. Once final figures are reported, I will set out
proposals for their use to Council.

Council Tax

29

I remain concerned that a Council Tax increase of 3.75% is very high in terms of current inflation
levels, pay increases in both the public and private sector, state pension increases and the implied
threat (of a 3% maximum) in the Local Government Minister’s recent capping guidance. I had
hoped to be laying before Cabinet and County Council an increase of less than 3%. However, the
Prime Minister’s imposition of a large part of the funding for Personal Care at Home on local
government will add at least £2.8 million to the County Council’s budgets in a full year. I am
particularly concerned that this uncosted imposition may have significantly higher cost
implications for councils like Oxfordshire who currently have a high proportion of self-funding
social care clients and I am struggling to identify how this pressure imposed by the Prime Minister
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on local government in the run up to the General Election, can be funded without being a burden
on the Council Tax payer. Unless I can find a solution, I fear the Council Tax increase may have
to remain at an unacceptably high 3.75%. If it does, I hope we can indicate, on the Council Tax
Demand, the cost of Gordon Brown’s Personal Care at Home Surcharge.

Balances

30

In line with the Financial Strategy, the level of balances is held commensurate with the assessed
level of financial risk. The year end forecast of balances was originally expected to be £12.5m,
with the risk assessment for the need for balances also at £12.5m. The risk assessment exercise
has been re-run and I am satisfied that the level of balances for 2010/11 and 2011/12 can be
maintained at £12.5m, however, given the future unknowns, especially around Adult Social Care
and Waste Management, I considered that balances in the MTFP should be increased by £1m per
year, rising to £15.5m in 2014/15. 1 will re-assess this position annually and may have a clearer
picture of the risks after the election and once the Comprehensive Spending Review is known.

Capital Programme

31

32

The Capital Programme is managed as three separate programmes i.e. Schools, Transport &
Highway Maintenance and Other Services. The programme and the funding position were
reviewed and it was felt that the deficit which had emerged, mainly due to the reduction in
funding, could not be sustained. As a consequence, the existing Other Services programme
(where schemes were not contractually committed) was reviewed and prioritised alongside those
new costed schemes emerging from the Asset Management Plan.

As a result of the review, there are a number of changes to the Other Services programme which
are set out in detail on the agenda. The key areas which the County Council is continuing to
support are (in alphabetical order):

(a) Abingdon Museum contribution
(b) Banbury Day Centre

(©) Banbury Library & Arts Centre
(d) Bicester Fire Station

(e) Charlbury Library

® Chill Out Fund

(2) Macclesfield House IT node

(h) Soldiers of Oxfordshire work on Museum Resource Centre
(1) Thame Fire Station

) Wallingford Youth Centre

(k) Witney Youth Centre

In addition, the following two areas were in the existing programme but needed additional funds
to continue the projects:

(a) Bicester Library
(b) Waste Recycling Redevelopment

I have also added the following four items to the programme (in alphabetical order):

(a) Banbury Connections Centre
(b) Public Rights of Way — Bridges
() River Thames Bank Repairs
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(d) The Net Young People’s Centre Abingdon — initial feasibility

33 As I have explained earlier, our best hope of substantial improvement to our school estate lies in
the Building Schools for the Future programme which look likely to continue after the change of
government later this year. If the General Election brings a Conservative government, I very
much hope a more localist approach will give the County Council more discretion as to the criteria
for prioritising rebuilding and refurbishment of our own stock. I also hope the current
government’s obsession with Private Finance Initiative funding can be dropped.

34 The County Council is in the early stages of developing the Local Transport Plan 3. Members
seeking significant transport investment for their Division need to follow the debate on this and to
make their own input at appropriate times. For individual schemes to have any real prospect of
inclusion, they will need to comply with national and regional policies and priorities. However,
the real issue for the medium term is how much capital funding any government is going to be
able to afford to provide for infrastructure.

35 As part of the development of our funding options, I have also included a number of areas into the
Capital Programme where the services have identified savings which can fund the costs of
prudential borrowing. In the following cases, the costs of this borrowing have either already been
built into the MTFP; netted off against the savings included in Annex 3 or will only progress if the
business case is sufficient to produce net savings after funding the borrowing (In alphabetical
order):
(a) Adult Services ICT System
(b) Extra Care Housing
(©) Extra Care Housing Land Acquisition
(d) Homes for Older People Phase 1 New Builds
(e) Homes for Older People Phase 2
® Learning Disability Supported Living
(2) Marywood
(h) Moorland
(1) Oxfordshire Studies
) Radio Frequency Identification Devises in Libraries
(k) Servite Agreement

Conclusion
36 These budget proposals have continued the two major themes of Low Taxes and New Investment

(a) Low Taxes — the Conservative administration met its previous manifesto pledge to reduce
Council Tax increases below 4% two years early. It is now planning to meet the new
manifesto pledge to freeze Council Tax under a Conservative Government. I have built in
the proposal that by reducing the Council’s increase to 2.5%, a new Conservative
Government will provide sufficient grant to enable the County Council to set a 0%
increase for 2011/12 and 2012/13.

(b) Investment — I have reviewed our capital programme to ensure that the County Council is
investing in our key priority areas: providing for Children’s’ Services; for Adult Social
Care as well as for Highways and to alleviate the likelihood of future flooding.
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(c) Investment — [ am continuing to support the pump priming of a major new development for
schools’ infrastructure which will see refurbishment and new buildings in many of the
County’s schools.

(d) New Investment — [ am proposing to introduce a new Customer Contact Centre which will
ensure that the Council’s customers receive efficient and effective responses to their
queries first time every time.

Cllr Keith Mitchell CBE FCA FCCA
Leader of the Council and Cabinet Member for Finance and Property

Attachment: Annex 1 - The Oxford Research Agency public budget consultation summary
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@ 5 Kings Meadow, Ferry Hinksey Road
Oxford, OX2 ODP United Kingdom

Tel: 01865 728272 Fax: 01865 790306
THE OXFORD RESEARCH AGENCY Email: ora@tora.co.uk Web: www.tora.co.uk

o
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www. oxfordshire.gov,uk
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Budget Consultation 2009
J4242

SUMMARY FINDINGS
January 2010

Prepared by:

Steve King, Research Director
Emma Bearpark, Associate Director
Claire Tyrrell-Williams, Research Manager
Stuart Wright, Research Manager

www.tora.co.uk

tel: +44 (0)1865 728272
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THE OXFORD RESEARCH AGENCY

Background & Objectives

As with other sectors, the current economic climate is impacting heavily on the
financial and business planning of local authorities. The Institute of Fiscal Studies
has estimated that the next government will cut spending on public services by 2.3%
a year from 2011, which, on top of existing measures to increase the efficiency of
local authorities, has left councils facing a prolonged period of constrained
resources, with some authorities predicting that their overall funding could be

reduced by as much as 15% in the coming years.

Faced with reduced budgets and testing savings targets, the need to consult with
residents has never been so great. With this in mind, Oxfordshire County Council
commissioned The Oxford Research Agency to undertake its annual budget
consultation with Oxfordshire residents. This will enable the Council to reach
informed decisions regarding residents’ priorities and gain an understanding of the

inevitable trade-offs between levels of investment of service delivery.

In response to the Government White Paper Communities in Control: real people,
real power, The Oxford Research Agency and Oxfordshire County Council have
worked in close partnership to develop a unique and innovative approach to budget

consultation.

A cross section of residents were recruited from across Oxfordshire, with quotas
placed on age, gender, class, ethnicity, disability and location (including all the
Districts, large towns, smaller market towns and rural areas). These residents were
asked to attend two workshop sessions held at County Hall.

Central to the methodology used for this consultation was a close working
relationship between TORA and Council staff.

A link to the full report can be found on the agenda on the public website:
http://www.oxfordshire.gov.uk/wps/portal/publicsite/doitonline/finditonline/committeep

apers
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Methodoloqgy

An innovative two-phased approach to conducting workshops was used, involving
residents being re-convened for a second half day session to allow for a more
detailed and realistic assessment of the budget allocation exercises on day 1:

~
e Examination of general attitudes
Day 1 e Talks f 1 i ’
th alks from ‘expert witnesses
Saturday 24" October y
* Group discussions on overall budget A
e ‘Budget dating’ between service areas
NG LG o Summary of main findings )
Initial feedback and
creation of spend
scenarios “
* Talk on budget allocations in real terms
Early e ‘Budget dating’ to re-examine budgets
evening J
L | \
Day 2 » Summaries and conclusions
th Late * Vox pops with respondents
Wednesday 28 October evening )

A cross section of 34 Oxfordshire residents attended both workshops. The
workshops comprised both plenary sessions and breakout groups where participants
were split into small groups (split by age, i.e. 18-25; 26-40; 41-55; 56+). The aim of
the plenary sessions was to introduce participants to the various financial
commitments that Oxfordshire County Council has to meet. The breakout groups
focused on prioritisation and trade-off exercises, with respondents firstly allocating
budget at a service area level, before then embarking on a ‘budget dating’ exercise
and prioritisation within service areas. This involved asking respondents to
hypothetically allocate proportions of the overall budget within service areas. To
begin with, this was done as an individual exercise, which was followed by
discussion around the reasoning behind people’s individual allocations, before
reaching a consensus within the group and a combined allocation. Respondents
were then asked as a group to make a 10% saving on the combined allocation. The
process was then repeated with a different moderator for the next service area. Four

© The Oxford Research Agency 2009 Pag e 1 1 7
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overall service areas were examined: Children; Adults; Environment & Transport and
Community.
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While there was some confusion about the role/ remit of OCC and surprise at the

financial demands facing the Council, respondents were clear about their priorities:

Service Area

Top Priority

Lowest Priority

Children

e Surprise at disparity in
budget allocated to
adults vs children

Child Protection

Seen as a critical service
‘Baby P’ top of mind when
making allocations

School Transport

Removal of entitlement of free transport
to faith schools supported

Adults

» Considered toughest
to allocate

* Majority prepared to
pay more to protect

* Savings to be made
through reducing
waste (e.g. equipment)

Older People

Support a policy of more in-
home support and less
residential care

Savings made without
reduced service levels

Learning Disabilities

Although considered vital, many believe
a wider support network exists

Again, support a policy of home care
(would not like overnight respite service
to be reduced)

Environment &

Transport

e Polarised respondents,
but majority saw as
extremely important

¢ Maintenance preferred
to new projects

Highway Maintenance

Condition of road surfaces a
concern — not happy to see
fewer pot holes repaired
Switching off half of all street
lights was seen as acceptable
Felt that savings could be
made through better planning

Planning

Difficult area for respondents - lack of
clarity of the role of the Council
Current plans felt to remain relevant
in the future

Emergency services seen to respond
to emergency situations not OCC

Community

« Considered easiest to
allocate due to
contrast in
‘importance’ of Fire
Service vs. others

Fire Service

Seen as key priority
Concern current service
underfunded (newspaper
coverage impacting on
perceptions)

Trading Standards & Safer
Communities

Trading standards little used among
respondents and thus unappreciated
Frustration at funding traveller sites
Confusion why safer communities is not
police funded

The majority of respondents would begrudgingly accept the proposed 3.75% Council

Tax increase. However, this is on the proviso that there are no large Officer bonuses/

salary increases/ Member expenses. OCC will need to clearly demonstrate where

efficiencies have been made as residents still feel that there is much that can be

done in this area. Communication is more important than ever. Review current

communications (especially the Council Tax leaflet) and consider other ways of

communicating the budget (e.g. stalls in town centres).
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Division(s):N/A

Service & Resource Planning 2009/10
Reference : A4

CABINET - 19 JANUARY 2010
SERVICE AND RESOURCE PLANNING 2010/11 — 2014/15

Report by Assistant Chief Executive & Chief Finance Officer

Introduction

1. This report is the third in the series on the Service and Resource Planning
process for 2010/11 to 2014/15, providing councillors with information on
budget issues for 2010/11 and the medium term. It is the final report to
Cabinet before Council considers the budget on 9 February 2010. The report
sets out the latest information on the Council’s financial position, includes the
Treasury Management Strategy for 2010/11 and considers the capital funding,
including an updated Capital Programme.

2. The Leader and 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
2010/11 to 2014/15. This takes into consideration comments on the draft
budget proposals from the individual Scrutiny Committees in December 2009
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 in October 2009, the 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) 2010/11 — 2014/15

Annex 2: Council Tax (draft)

Annex 3a: Changes to Identified Pressures and Proposed Savings

Annex 3b: Revised Schedule of Identified Pressures and Proposed
Savings

Annex 4: One-off Investment Proposals

Annex 5: Local Authority Business Growth Incentive Reserve (LABGI)

Annex 6a: Treasury Management Strategy Statement and Annual
Investment Strategy for 2010/11

Annex 6b: Interest Rate Forecasts & Economic Background

Annex 7: Minimum Revenue Provision Policy Statement for 2010/11

Annex 8: Prudential Code for Capital Guidelines

Annex 9: Draft Revenue Budget Booklet

Annex 10:  Virement Rules

Annex 11:  Corporate Asset Management Plan

Annex 12:  Capital Strategy

Annex 13:  Updated Capital Programme 2009/10 — 2014/15

CAJAN1910R161.doc

Page 121



CA8B

Draft Budget and Medium Term Financial Plan 2010/11 to
2014/15

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 2014/15. A
draft MTFP for 2010/11 to 2014/15 is set out in Annex 1. This includes the
latest information on financing available to the Council plus identified
pressures and proposed savings contained in the Directorate Business
Improvement & Efficiency Strategies and as reflected in the report.

Draft Budget 2010/11

5. The table below sets out the draft budget for 2010/11 as per the MTFP
2009/10 to 2013/14 and shows the latest position for both financing and
expenditure. Changes from the MTFP for both 2010/11 and over the medium
term are explained in the ensuing paragraphs.
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MTFP Sept Dec Jan Change

Draft Budget 2010/11 Report | Report | Report | from
£m £m £m £m MTFP
£m

Formula Grant 106.3 106.3 106.3 106.3 0
Council Tax Precept 284.0 282.6 284.0 283.9 -0.1
(based on a 3.75%
increase)
Council Tax 0.8 0 0 1.9 1.1
surpluses/deficits
Funding 391.1 388.9 390.3 392.1 1.0
Base (2009/10 budget) 379.1 379.1 379.1 379.1 0
Adjustment to Base' 0 0 0 -0.7 -0.7
Inflation 9.0 9.0 2.2 3.7 -5.3
Function Changes 0 0 0 0 0
Previouslzy Agreed Budget 2.5 2.5 2.5 2.5 0
Changes
Identified Pressures® 0 6.5 18.6 18.1 18.1
Savings Required* 0 -16.2 -20.9 -19.7 -19.7
Savings Carried 0 7.5 8.3 9.0 9.0
Forward/One-off
investment®
Contingency/Sum 0.5 0.5 0.5 0.1 -0.4
Available
Expenditure 391.1 388.9 390.3 392.1 1.0

! Ongoing impact of the 2009/10 pay award being lower than budgeted
%includes £2.5m of additional efficiency savings to be identified

® Excludes use of Collection Fund

* Excludes savings on Inflation and use of Contingency

® Includes surplus savings and collection fund surplus
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2010/11 | 2011/12 | 2012/13 | 2013/14 | 2014/15
£m £m £m £m £m

Formula Grant 0 -7.8 -1.1 -1.1 0
Council Tax Precept -0.1 -4.3 -3.9 -9.6 -1.1
(based on a 3.75%
increase)
Council Tax 1.1 -1.5 0 0 0
surpluses/deficits
Funding 1.0 -13.6 -5.0 -10.7 1.1
Base (2009/10 budget) 0 0 0 0 0
Adjustment to Base® -0.7 0 0 0 0
Inflation -5.3 -2.9 2.4 2.7 1.4
Function Changes 0 0 0 0 0
Previousl;/ Agreed Budget 0 0 0 0 0
Changes
Identified Pressures 18.1 7.4 6.8 7.1 7.4
Savings Required -19.9 -14.9 -16.2 -141 -2.4
Savings Carried 9.0 -3.2 6.8 -6.4 -7.5
Forward/One-off
investment®
Contingency/Sum -0.2 0 0 0 0
Available
Expenditure 1.0 -13.6 -5.0 -10.7 -1.1

Formula Grant

Draft formula grant figures for 2010/11 were set out in the report to Cabinet in
December 2009. The next Comprehensive Spending Review (CSR) is
expected in the autumn of 2010, after the general election, so there will be no
information on the level of grant for the three years 2011/12 to 2013/14 until
then. The assumptions around the level of grant which were set out in the
September report remain unchanged. The expectation is that there will be no

6 Ongoing impact of the 2009/10 pay award being lower than budgeted
"includes £2.5m of additional efficiency savings to be identified
® Includes surplus savings and collection fund surplus
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increase in grant for the three year period up to 2013/14. Each 1% change in
grant equates to approximately £1.1m. Furthermore, as part of the Revenue
Support Grant, the Damping grant of £6.7m previously expected in 2010/11
may not be received.

Council Tax

7. The addenda to the December report set out the provisional Taxbase® figures
from the five District Councils, with final figures to be confirmed once their
Councils have agreed them. Although final figures are still not confirmed an
amendment to the December figures has been received. Based on these
amended provisional figures, Oxfordshire’s Taxbase for 2010/11 will be
242,050, an increase of 0.47% from 2009/10. Compared with the December
report, the effect of the Taxbase decrease is to decrease the amount of
funding available by £0.1m (based on a 3.75% council tax increase set out in
the MTFP).

8. The September report also set out further reductions in the taxbase compared
with the MTFP for 2011/12 from 0.5% to 0.25%. Even though the increase for
2010/11 is currently 0.47%, a 0.25% increase for 2011/12 is still reasonable.
At this time last year, there were a number of new housing developments
under construction which are now complete and occupied and reflect the
increase for 2010/11. Given there is little evidence of new house build
currently, there is unlikely to be any significant increase in the 2011/12
Taxbase.

9. Beyond 2011/12, growth is still assumed to be as per the MTFP, with a 0.75%
increase for 2012/13 and 2013/14. For the new year of the MTFP, 2014/15, a
0.75% increase is also assumed.

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 £1.9m. Whilst £0.8m was assumed in the MTFP, this was revised
to zero in September to reflect an expected increase in the amount of bad
debts. The amount of surplus or deficit can vary considerably and is affected
by assumptions on the percentage of Council Tax which will be collected and
also by assumptions on the Taxbase (such as the number of exemptions).
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 2010. Until this information is received the funding
available to the authority cannot be finalised. A verbal update will be given at
the meeting. Any surplus in income from the collection fund compared to that
set out in September will increase the one-off funding available in 2010/11.

’ 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.
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Council tax and precept

Annex 2 provides a draft of the council tax and precept calculations on the
basis of the current MTFP proposed council tax increase of 3.75%.

Inflation

The existing MTFP included inflation at 2.5% for pay, 2% for non-pay, 3% on
contracts for each year in the plan. In the September Service & Resource
Planning Report the assumptions on inflation were reviewed in light of the
very low levels at the time°. Projections on inflation have been updated in
the Bank of England’s Inflation report in November. This set out that inflation
is likely to rise more sharply in the next few months in response to continue
increases in hard commodity prices (such as oil) and the increase in VAT
back to 17.5% from January 2010. CPI is more likely to remain below 2%,
rather than exceeding the target in the short term. In approximately two years
CPI should reach 1.6%, and surpass the 2% target by 2012. The November
CPI figure was 1.8%, with RPI at 0.3%.

Reducing the need for inflation provision in the budget and medium term plan
reduces costs. The September report set out that a 0.5% increase for both
pay and non-pay inflation in 2010/11 would provide savings of £5.5m. A
further reduction of inflation provision in 2011/12 to 1.5% for both pay and
non-pay inflation would provide further savings of £2.0m. Since then, in the
Pre Budget report on 9 December, the Chancellor announced a cap of 1% on
all public sector pay settlement increases from 2011 for two years, with the
exception for members of the armed forces. Given this statement, it is
assumed that the unions are likely to treat this as a minimum as much as a
maximum for 2010/11 as well as the two years thereafter. It is prudent
therefore to assume that a 0.5% increase in 2010/11 may not be sufficient,
but a 1% increase should be.

Directorates included inflation savings in their Business Improvement &
Efficiency Strategies which were reported to Cabinet in December.
Assumptions made were for a 0.5% increase in pay and non pay for 2010/11
and a 1.5% increase for pay and non pay for 2011/12. Contract inflation was
assumed to be 1.5% in 2010/11 and 2.5% in 2011/12. Changes from these
assumptions are reflected as either pressures or savings within the strategies.
The additional 0.5% for pay inflation in 2010/11 (taking the total to 1%) will be
held in a reserve pending the pay settlement. There are risks around setting
reduced allocations for inflation, 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 2010/11, it
will need to be addressed through the monitoring process. For assumptions
made beyond then, inflation will need to be monitored and reviewed.

There is a possibility that in coming out of the recession, there may be a
period of higher inflation. The assumption set out in the September report was

' The Consumer Price Index (CPI), the government’s measure of inflation was 1.8% in July, with the
Retail Price Index (RPI) at -1.4%.
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that inflationary increases in 2013/14 and 2014/15 could be above that
allowed for in the MTFP.

Identified Pressures and Proposed Savings

The Business Improvement & Efficiency Strategies which formed part of the
Service & Resource Planning report to Cabinet in December set out the
identified pressures and proposed savings for each Directorate. This set out
pressures over the medium term, up to 2014/15, of £76.6m with proposed
savings of £68.6m. Overall this produced a shortfall in funding over the
medium term of £7.4m, assuming that surpluses in 2010/11 and 2012/13 were
carried forward to future years to cover or contribute towards the deficits.

Information contained in the Addenda to the December report plus other
changes set out in this report have resulted in amendments to the identified
pressures and proposed savings. An updated summary is set out in the table
below.

Year on Year 2010/11 | 2011/12 | 2012/13 | 2013/14 | 2014/15 | TOTAL
£m £m £m £m £m £m

L‘gﬁ:iﬁergffures 190| 210 118| 205 99| 822

Less:

Previously agreed

but unidentified -1.1 -3.1 -3.3 -7.5

savings now shown

as a pressure

NEW PRESSURES 19.0 19.9 8.7 17.2 9.9 74.7

Total Savings 286| -203| -186| -14.1 24| -84.0

Proposed

Less:

Savings required in 25 25 5.0

existing MTFP

Less:

Previously agreed

but unidentified 1.1 3.1 3.3 7.5

savings now shown

as a pressure

NEW SAVINGS -26.1 -17.8 -15.5 -10.8 -2.4 -71.4

NET POSITION 71 3.2 -6.8 6.4 7.5 3.2
18.  Annex 3a shows the changes since the previous report to identified pressures

and proposed savings. Annex 3b represents the financial information included
in the Business Improvement & Efficiency Strategies, taking account of the
changes which are set out in Annex 3a.

" Includes Tax and Grant Funding Pressures
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The position over the medium term shows a reduced deficit compared to the
report in December. This still assumes that surpluses in the intervening years
are carried forward to contribute towards the deficits. This position will need
to be addressed as part of subsequent years’ Service & Resource planning
processes.

One-off Funding

Efficiency Savings Reserve

At the end of 2008/09 balances were £1.187m higher than planned and as
part of the Provisional Outturn report, it was agreed that this would be placed
in a new reserve for funding efficiency savings. This has been added to during
the year from surplus pay inflation arising from the Green Book and Fire
Fighters pay awards, which were agreed at increases lower than provided for
in the 2009/10 budget. The reserve now stands at £1.880m.

As part of the phasing of the savings within the Service & Resource Planning
process in the September report, it was agreed to front load the savings in
order to generate one-off funds to allow for investment to deliver efficiencies
and ensure that sufficient resources were available for any potential
redundancy costs.  The table in paragraph 17 shows that £7.1m from
additional savings would be available as one-off in 2010/11. It is proposed
that the one-off investments in Annex 4 are funded from this sum, and the
remainder be added to the Efficiency Savings Reserve.

Collection Fund Surplus

In line with the Financial Strategy, one off surpluses from the Collection Fund
are to be utilised for one off funding. Paragraph 10 set out the estimated
surplus for 2010/11 at £1.9m. The allocation of this sum is also set out in
Annex 4.

Local Authority Business Growth Incentive (LABGI) Scheme

As part of the budget agreed by Council in February 2009, a specific reserve
was created for LABGI funding. Spending plans will be influenced by the
recession and will be determined by the work of the Oxfordshire Economic
Partnership Economic Task Force. It was agreed in the September report that
the payment for 2009/10 would be added to the reserve with proposals for
planned use coming forward through the Service & Resource Planning
process.

The LABGI payment for 2009/10 was confirmed in late September 2009 at
£0.439m, £0.239m higher than estimated, and this has been added to the
Reserve. Annex 5 sets out proposals for the use of the unallocated parts of
the Reserve totalling £0.585m.
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Local Area Agreement 1 Reward Grant (LAA1)

An audited claim for reward grant was submitted to Communities and Local
Government on 1 December 2009. Of the maximum 16 targets, three were
partially achieved giving rise to some reward grant and six were achieved in
full. Reward from LAA1 is expected at the end of 2009/10 and 2010/11. The
total reward grant will be £8.564m. The Public Service Board (PSB) previously
agreed that 50% of the Performance Reward Grant (PRG) achieved will be
top sliced to support bids for new partnership projects. Bids against this
element have been agreed provisionally by the PSB and were evaluated on
the basis that the projects; supported the economy or reduced deprivation,
particularly in Oxfordshire’s most vulnerable communities. The remaining 50%
has been agreed to go directly to those partnership boards which have
delivered the targets, according to specific formulae for each target. The
amount payable to the Council (excluding schools) is £0.643m. All of this
relates to achievement of targets where the lead Directorate is Children,
Young People & Families. Each instalment will be split equally between
capital and revenue grant. The grant expected in each year is therefore
£0.321m of which £0.155m is revenue grant.

Use of Reserves and Balances

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.

The Financial Monitoring report (CA7 on the agenda), shows the position on
balances at the end of November as £14.1m. The forecast for year-end
balance is £12.5m based on the assumption that calls on balances would be
£2.0m in 2009/10. Although the calls on balances to date in 2009/10 have
been £0.4m, further potential calls have been identified through the Monitoring
Report including for ICT, BOP and retained fire-fighters. In addition, further
calls are possible if the extreme weather conditions continue in the next few
months.

The financial strategy states that balances should be maintained at a level
commensurate with risk. In the forecast balances over the medium term set
out in the current MTFP, it was assumed that the level of balances required to
be commensurate with risk was £12.5m up to 2011/12 and £11.5m thereafter.
An updated risk assessment has now been undertaken which takes into
account 2009/10 financial projections and the risks in the 2010/11 budget.
This identified that balances of £12.5m are commensurate with risk.
Considering the current economic climate, the level of savings required over
the medium term and the future risk around adult social care and waste
management, it is prudent to assume that the risk increases across the
medium term. It is suggested that the level of balances required beyond
2011/12 increases by £1m each year, with £13.5m for 2012/13 rising to
£15.5m by 2014/15.
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2009/10 {2010/11 |2011/12 | 2012/13 |2013/14 | 2014/15
£m £m £m £m £m £m

Estimated Balances 19.0 12.5 12.5 12.7 13.5 14.5
at Start of Year
Budgeted Change in -4.5 2.0 2.2 1.8 2.0 2.0
Balances per MTFP
Planned addition to 1.0 1.0 1.0
Balances
Total Balances at 14.5 14.5 14.7 15.5 16.5 17.5
Start of Year
Estimated Use of -2.0 -2.0 -2.0 -2.0 -2.0 -2.0
Balances
Estimated Balances 12.5 12.5 12.7 13.5 14.5 15.5
at end of year

Treasury Management Strategy and Strategic Measures

The Treasury Management Strategy Statement and the Annual Investment
Strategy for 2010/11 are set out in Annex 6a.

This document 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. The
strategy 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.

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.
Changes were made to the Strategy in 2008, 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, and the use of
internal funds instead of external borrowing where it was in the Council
interest to do so. In addition, Council agreed that any changes to the Strategy
could be delegated to the Chief Finance Officer in consultation with the
Cabinet Member for Finance and leaders of the Opposition and other groups.
It is proposed that this practice, but limited to the Opposition and Labour
group, is applied to the 2010/11 Treasury Management Strategy and is
included in the recommendations below.

As previously reported, the Council currently has £5m of deposits frozen in
Landsbanki Islands HF. The Council is continuing to work with the LGA, the
Government and the administrators to recover these funds, and it is still not
possible to say when reimbursement will be made we are remain hopeful that
significant recovery will be achieved. The Government has made a regulation
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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 was no write off of these deposits included in the 2009/10
Budget or 2008/09 Accounts, although the loss of interest on the principal
remains reflected in the overall Strategic Measures budget position.

Following the review of the Treasury Management Strategy, changes are
proposed to the Strategic Measures budget. Areas for the Strategy which
impact on the Strategic Measures budget include revised forecasts on the
Base Rate and expected returns from deposits, updated cash flow forecasts
and long term borrowing requirements. The September report reflected
assumptions that there would be pressures arising on Strategic Measures in
2010/11 of £1.5m. The table below sets out the latest assumptions on the
Strategic Measures budget compared to that contained in the current MTFP.
Within the existing MTFP there are some unallocated sums which have been
used in part to reduce the impacts of the Strategic Measure variations over
the medium term. The net variation from the MTFP is reflected in the Cross
Directorate section of Annex 3b

2010/11 2011/12 2012/13 2013/14 2014/15
£m £m £m £m £m

Current MTEP 34.7 34.7 35.8 36.5 36.5
Latest 36.3 35.7 36.8 38.3 39.4
Assumption
Change from
MTEP 1.6 1.0 1.0 1.8 2.9
Use of
contingency/sum -0.3 -0.3 -1.8 -2.9
available
Revised change
from MTEP 1.6 0.7 0.7 0 0

Minimum Revenue Provision

34.

35.
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The Minimum Revenue Provision policy statement for 2010/11 is included at
Annex 7. Legislation now requires Council to approve a statement of their
policy annually before the commencement of the financial year.

Prudential Indicators

As part of the Service & Resource Planning process for 2010/11 Council will
have to approve a set of Prudential Indicators which show that the Council’s
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 2010. 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
8 shows an overview of the Prudential Code and an explanation of the
Prudential Indicators.
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Draft Budget 2010/11

Annex 9 sets out the draft detailed revenue budget for 2010/11 for
directorates. The annex shows the movement in gross expenditure and
income from 2009/10, showing inflation, function changes, previously agreed
budget changes and proposed virements. For illustrative purposes, the annex
includes the effects of the identified pressures and proposed savings 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.

Virement scheme

The Council is required when approving the budget each year to agree the
virement rules. The existing arrangements have been reviewed and are set
out for approval at Annex 10.

Capital Programme and Asset Management Plan

The Corporate Asset Management Plan and the Capital Strategy:
2010/11 to 2014/15

The Corporate Asset Management Plan has been updated and revised and is
attached at Annex 11. It is now a shorter and higher level document acting as
a first step to a clearly defined Asset Strategy that is derived from corporate
objectives and priorities. It highlights the fact that the Council’s property will
need to change significantly in terms of its size, composition, use and cost if it
is to contribute positively to meeting Council objectives at a time of significant
change (Annex 11, paragraph 4). In this context, it introduces five new themes
to set out Council’s overall approach to property (Annex 11, paragraph 19). It
is intended that the Asset Strategy be fully developed by July 2010 and be
used in the next round of Service and Resource Planning. It will be a high-
level corporate strategy which establishes the role of the Council's assets in
meeting strategic objectives and the business efficiency strategy.

The Capital Strategy, set out at Annex 12, has also been updated in light of
the challenging financial environment. Although, it does not recommend an
immediate change to the main policy framework, it makes a thorough
assessment of the possible impact of the changing conditions. It
demonstrates how the economic recession, demographic changes, housing
growth, business efficiency strategies, the total place agenda and state of the
local government finances will all have an impact on Council’'s capital
programme in the coming years (Annex 12, paragraphs 7 to 35). It
recommends a series of short, medium and long-term measures to be
employed in the future in light of the forthcoming Comprehensive Spending
Review 2010 (Annex 12, paragraphs 39 to 71). These recommendations
propose a more flexible use of capital resources to support the Council’s
priorities and a stronger focus on long-term infrastructure requirements. The
Capital Strategy highlights a number of funding options that will define the
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level of available capital resources in the future when developing the long-
term capital investment plan for the Council.

The Capital Programme: 2010/11 to 2014/15

The Capital Investment Board (CIB) reviewed the existing capital programme
and considered a number of new capital bids for inclusion in the capital
programme in consultation with the Cabinet (15 December 2009) and the
Strategy and Partnership Scrutiny Committee (17 December 2009)12. The
proposed capital programme, Annex 13 of this report, includes the
recommended prioritised list of schemes following this consideration as well
as the outcomes from the latest capital monitoring process. The proposed
programme also includes schemes that are already included in the MTFP and
that are supported by the Directorates’ Business Improvement & Efficiency
Strategies.

The proposed capital programme is a 5-year programme and totals £574.6m"
capital investment across the county and covers a wide range of projects. It
represents approximately £346.7m™" capital investment in CYP&F (inclusive
of the forward plan), £129.3m capital investment in Transport, £47.7m capital
investment in S&CS, £32.2m capital investment in Council’'s Properties
(including Waste Recycling Centres), £3.8m capital investment in Community
Safety and £5.9m capital investment in Corporate Core.

Overall, the proposed programme represents a substantial new investment in
waste and carbon management through re-allocations of corporate resources.
It also represents significant additional investment in the extra care housing
and the homes for older people programmes through use of prudential
funding. The programme also succeeds in maintaining the planned level of
investment in smaller schemes through use of revenue contributions.

New Additions and Amendments to the Capital Programme

The proposed programme includes four new schemes that require corporate
resources totalling £4.679m. These are the Waste Recycling Centres
Infrastructure Development Programme (£3.514m), the Net Young People
Centre (£0.150m), Carbon Management Programme (Property Improvements:
£0.465m), Carbon Management Programme (Street Lighting Improvements:
£0.550m).

Given the reported resources shortfall (£4.502m)"®, in order to allow the
inclusion of these new schemes into the programme, a number of lower

"2 All Chairmen of the Scrutiny Committees were invited to this meeting.

'* The capital programme report timeframe is to be extended to 7 years (current year + 5 years +
provisional year) as part of the February 2010 Update to the Council.

'* This figure includes £64.1m 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 separately in order to ensure
that the performance of the OCC funded & delivered portfolio is monitored more effectively.

'® The Financial Monitoring Report 19 January 2010 CA7 on this agenda show how the £5.3m
shortfall reported in October 2009 was reduced to £4.502m.
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priority schemes totalling (£5.292m) have been taken out of the capital

programme or reduced in size. These are

Deleted/ Reduced Allocations £m
Central Library Refurbishment -0.159
General Library Refurbishment -0.603
Banbury Day Centre (reported saving) -0.400
Whole Life Cost Budget -0.500
Opportunity Purchase Fund -0.343
Wantage Day Centre -0.500
Day Service Older People -0.200
Day Service-Learning Disabilities -0.150
Rural Day Centres 0.059
Wallingford Fire Station -2.378
Total -5.292

Also, additional resources have been included in the capital resources total by
increasing the prudential borrowing provision by £2.6m for schemes already in
the capital programme through the Directorates’ Business Improvement &
Efficiency Strategies; by using revenue contributions of £0.835m from the
Waste Reserve and potentially up to £1.5m from the Collection Fund surplus
to support the capital programme. The use of the Collection Fund surplus will
not be confirmed until Council in February 2010.

A further £3m Prudential Borrowing allocation will become available in
2014/15, but it is proposed that this is kept as a contingency given the future
uncertainties.

There are also a number of projects/ programmes proposed that are to be
funded through prudential borrowing (£22.6m), the generation of additional
capital receipts (£4.1m), external contributions (£1.1m) and local transport
settlements (£1.36m). These projects are highlighted as new entries in the
proposed capital programme and have a nil impact on the capital programme
surplus.

There are also a number of schemes partially funded by external funding
(including developer contributions) where cost estimates are based on
preliminary calculations rather than feasibility studies. Therefore, an additional
sum of £0.880m has been earmarked to prevent a resources pressure within
the next two years of the capital programme delivery.

The following table shows how the January 2010 Programme Surplus figure
has changed following the inclusion of the new capital priorities and new
resources, and the other adjustment listed above:
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Adjustment to the Capital Programme and Revised Capital

Resources Profile Programme Position
£m

January 2010 Programme Shortfall -4.502

Add: deleted or reduced allocation 5.292

Add: prudential borrowing provision for the invest-

to-save schemes that are already in the capital

programme 2.600

Add: Revenue Contribution from Waste Reserve 0.835

Add: Potential Revenue Contribution from 1.500

Collection Fund Surplus

Less: new capital priorities requiring corporate

resources -4.679

Less: additional earmarked sums -0.880

Revised Programme Surplus 0.166

Capital Resources, Risks and Provision of Contingencies

One of the key challenges for the effective and timely delivery of the proposed
programme lies in the delivery of the supporting resources profile. The funding
structure of the proposed capital programme relies heavily on external
contributions (£263.9m) and central government settlement (£206.4m). The
prudential borrowing provision (£54.6m) and income from the asset sales
(£33.9m) are only 15.3% of the total capital resources. Given the challenging
financial environment, this position increases the risks associated with the
delivery of the capital programme.

The proposed capital programme shows only a very small surplus of £0.166m
at the end of 2014/15. Although the assumptions around the level of
supported borrowing and grant settlements remain unchanged for this
planning period, the Council is expecting significant reductions in future
capital settlements. A reduction of over 30% in government allocations, which
is possible, would mean the discontinuation of some critical projects or
programmes.

It is also recognised that both the surplus and the contingency are subject to
the projected level of other resources being achieved across the portfolio, in
particular capital receipts and developer contributions.

There is already an indication that the Council may need to defer the sale of
some of its assets beyond the 5-year horizon given current market conditions.
Although, the capital receipts estimate is relatively small over the next five
years compared to other resources supporting the capital programme, the
likelihood of achieving the project level of receipts is a high risk, although
there has been a degree of prudence applied when forecasting the values that
are achievable.
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Finally, there are a number of major programmes which are currently at
development stages and may require substantial additional resources. These
programmes include Building Schools for the Future, Access to Oxford and
proposed new Academies. Contingency provisions are made under the
CYP&F and the Transport Capital Programmes to deal with the immediate
resources requirement based on the initial financial analysis for these
programmes. Work is ongoing to ensure that commitments from partners are
secured for the delivery of these programmes.

Information Outstanding

There are several areas where information is still provisional and on which
assumptions are included in the budget for 2010/11. 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 2010.

Overview and advice from the Chief Finance Officer

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 2010.

Financial and Legal Implications

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
The Cabinet is RECOMMENDED to:

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

(1) a budget for 2010/11 and a medium term plan to 2014/15,
based on the proposals set out by the Leader and Cabinet
Member for Finance;

(2) abudget requirement for 2010/11;

(3) apreceptfor 2010/11;

(4) acouncil tax for band D equivalent properties;

(5) the use of unallocated LABGI funding as set out in Annex 5;

(6) virement arrangements to operate within the approved
budget;
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(b) (in respect of treasury management) RECOMMEND Council to
approve:

(1)
(2)
3)

the Treasury Management Strategy Statement ;

Prudential Indicators from April 2010;

that in relation to the 2010/11 strategy any further changes
required be delegated to the Chief Finance Officer in
consultation with the Leader and Cabinet Member for
Finance and leaders of the Opposition and Labour group.

(c) RECOMMEND Council to approve the Minimum Revenue
Provision Methodology Statement as set out in paragraphs 10 to
13 of Annex 7.

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

(1)

(2)
3)

the updated Capital Strategy and Corporate Asset
Management Plan;

a Capital Programme for 2010/11 to 2014/15;

Prudential Indicators from April 2010.

(e) RECOMMEND Council to delegate authority to the Leader of the
Council, following consultation with the Chief Finance Officer, to
make appropriate changes to the proposed budget.

SUE SCANE

Assistant Chief Executive & Chief Finance Officer

Background papers: Nil

Contact Officers:

6 January 2010

CAJAN1910R161.doc

Lorna Baxter - Assistant Head of Finance (Corporate Finance)
Tel. 01865 323971

Annex 1, 2, & 7,8: Katy Jurczyszyn — Principal Financial
Manager (Capital & Planning)

Annex 6a & 6b: Donna Ross — Principal Financial Manager
(Treasury Management & Pensions Investment)
Tel. 01865 323976

Annex 11 — Mark Tailby — Team Leader (Property Services)
Tel. 01865 816012

Annex 12 & 13 — Arzu Ulusoy-Shipstone — Capital Programme
Manager Tel. 01865 323108
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ANNEX 2
Council Tax and Precepts 2010/11
Council Tax Data
1. In order to set its council tax, the County Council needs the following

information:

(@) the County Council’s budget requirement for 2010/11. This is the
County Council’'s net expenditure to be financed by the council tax,
National Non-Domestic Rates (NNDR) and Revenue Support Grant
(RSG). This is determined by the Council when it formally sets the
budget;

(b)  the amount to be received from National Non-Domestic Rates and
Revenue Support Grant. This is determined by Government within the
Local Government Finance Settlement. We received confirmation of
our 2010/11 figure on 26 November 2009 in the final settlement;

(c) any surpluses/shortfalls on the council tax collection funds for
earlier years and the estimated position for the current year. Each
district council must make this calculation and notify the County
Council of its share before 22 January 2010. The County Council must
take these adjustments into account in setting its precept and the
council tax figures for 2010/11;

(d)  the council tax base, expressed in terms of Band D equivalent
properties. Each district council must formally notify the County
Council of the tax base for its area before 31 January 2010. For
2010/11 the tax base is determined by adjusting the tax base for RSG
purposes for any increase arising from reductions in the discounts for
second homes and then applying a factor for estimated losses on
collection.

2. Based on the final information on funding and assuming a budget of

£392.151m as shown in the proposed Medium Term Financial Plan (Annex 1)
the calculation of the Band D Council Tax for 2010/11 is as follows:
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Council Tax Calculation 2010/11

County Council Budget Requirement
Less : Revenue Support Grant
National Non-Domestic Rates

£392.151m
£-13.481m
£-92.840m

Less Collection Fund Adjustments

Council Tax Income Required

RSG Tax Base (Band D Equivalent Properties)

£-1.900m

£283.930m

249,063

Council Tax Base (Assuming losses on collection) 242,050

Band D Council Tax

£1,173.02

(B)
(P/B)

Each £1 million variation in budget will change the Band D council tax by
about £4.14 or 0.37%.

The calculation of the council tax for the other bands is shown below in Table
1. Table 2 analyses the tax base over each district council area and allocates
the estimated County Council precept to each area relative to their tax base.

Table 1

Council Tax by Property Band for Oxfordshire County Council

Assuming a Band D council tax of £1,173.02, the council tax for other bands

is as follows:
Property | Property Band D 2010/11
Band Values Proportion £p
A Up to £40,000 6/9 782.01
B Over £40,000 and up to £52,000 7/9 912.35
C Over £52,000 and up to £68,000 8/9 1,042.68
D Over £68,000 and up to £88,000 9/9 1,173.02
E Over £88,000 and up to £120,000 11/9 1,433.69
F Over £120,000 and up to £160,000 13/9 1,694.36
G Over £160,000 and up to £320,000 15/9 1,955.03
H Over £320,000 18/9 2,346.04

N.B. The appropriate district/parish and police council tax and the effect of
agreed expenditure proposals will need to be added to give the total council

tax charge.
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Table 2

Allocation of Precept to Districts

The County Council precept (£283.930m) is the sum of the council tax income
required to fund the Council’s budget.

Council Tax Base Assumed
Precept Due
Collection
District Council RSG Rate Adjusted
Tax Base for Losses on
Collection/
Discount Number £000
Reductions %
Cherwell 51,760.0 96.82 50,113.0 58,783
Oxford City 48,604.0 96.04 46,680.0 54,757
South 56,013.0 98.46 55,152.3 64,695
Oxfordshire
Vale of White | 48,850.0 98.67 48,199.0 56,538
Horse
West 43,836.0 95.60 41,906.0 49,157
Oxfordshire
TOTAL 249,063.0 97.18 242,050.3 283,930

Formal approval is required under the council tax legislation for:

— The County Council’s precept, allocated to district councils pro rata to their
share of the council tax base for the County Council;

— The council tax figures for the County Council for a Band D equivalent
property and a calculation of the equivalent council tax figure for all other
bands.

The information must be given to district councils by 1 March 2010.
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Annex 3a

Summary: Changes to Pressures and Efficiencies and Savings - December Cabinet to January Cabinet

2010/11 2011/12 | 2012/13 | 2013/14 | 2014/15
£'000 £'000 £'000 £'000 £'000
Corporate and Cross Pressures 2,764 2,185 2,180 1,500 1,500
Directorate Savings 0 -800 -3,200 -3,200 -3,200
Net Pressures 2,764 1,385 -1,020 -1,700 -1,700
Children, Young People & |Pressures 0 0 0 0 -2,100
Families Savings -549 -859 -789 941 551
Net Pressures -549 -859 -789 941 -1,549
Social & Community Pressures 1,400 2,800 2,800 2,800 2,800
Services Savings -15 -15 -15 -15 -15
Net Pressures 1,385 2,785 2,785 2,785 2,785
Environment & Economy [Pressures 0 -2,100 -900 -900 -900
Savings 129 -471 -471 -471 -471
Net Pressures 129 -2,571 -1,371 -1,371 -1,371
Community Safety Pressures 0 0 0 0 0
Savings -98 -59 -59 -59 -59
Net Pressures -98 -59 -59 -59 -59
Shared Services Pressures 0 0 0 0 0
Savings 0 0 0 0 0
Net Pressures 0 0 0 0 0
Corporate Core Pressures -1,421 -932 -1,073 -1,143 -1,178
Savings 2,111 1,054 638 206 350
Net Pressures 690 122 -435 -937 -828
TOTAL Ongoing Pressures 2,743 1,953 3,007 2,257 122
Savings 1,578 -1,150 -3,896 -2,598 -2,844
Net Pressures 4,321 803 -889 -341 -2,722
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CA8 Annex 3b
Cabinet - 19 January 2010
Service & Resource Planning 2010/11 - 2014/15
Annex 3 : Summary of Pressures & Savings
2010/11 2011/12 2012/13 2013/14 2014/15
£'000 £'000 £'000 £'000 £'000
Corporate and Cross Pressures 4,464 4,685 4,680 6,700 8,100
Directorate Savings 0 -800 -3,200 -3,200 -3,200
Net Pressures 4,464 3,885 1,480 3,500 4,900
Children, Young People & Pressures 5,145 5,430 6,589 7,746 7,956
Families Savings -6,451 -10,548 -14,129 -15,701 -17,721
Net Pressures -1,306 -5,118 -7,540 -7,955 -9,765
Social & Community Pressures 3,459 6,556 8,402 10,414 15,455
Services Savings -10,202 -19,153 -27,017 -33,629 -33,428
Net Pressures -6,743 -12,597 -18,615 -23,215 -17,973
Environment & Economy Pressures 5,256 8,920 11,915 15,969 17,930
Savings -8,442 -13,086 -15,996 -20,234 -20,741
Net Pressures -3,186 -4,166 -4,081 -4,265 -2,811
Community Safety Pressures 435 527 825 915 915
Savings -1,011 -1,442 -1,951 -2,619 -2,619
Net Pressures -576 -915 -1,126 -1,704 -1,704
Shared Services Pressures 0 0 117 233 233
Savings -814 -1,047 -1,122 -1,122 -1,122
Net Pressures -814 -1,047 -1,005 -889 -889
Corporate Core Pressures 1,221 1,243 1,670 2,016 2,193
Savings -1,657 -2,804 -4,036 -5,036 -5,104
Net Pressures -436 -1,561 -2,366 -3,020 -2,911
TOTAL Ongoing Pressures 19,980 27,361 34,198 43,993 52,782
Savings -28,577 -48,880 -67,451 -81,541 -83,935
Net Pressures -8,597 -21,519 -33,253 -37,548 -31,153
Year on Year -8,597 -12,922 -11,734 -4,295 6,395
Exclude savings already in MTFP 2,500 2,500
Revised Year on Year Position -6,097 -10,422 -11,734 -4,295 6,395
SUMMARY POSITION
) L . Taxand Net Savings .
Saw_n_gs Saving in Total Identified Gra_nt Total and Cumulative
Identified MTFP Savings Pressures Funding Pressures Pressures Balance
Pressures
£m £m £m £m £m £m £m £m
2010/11 -28.577 2.500 -26.077 19.980 -1.004 18.976 -7.101 -7.101
2011/12 -20.303 2.500 -17.803 7.381 13.645 21.026 3.223 -3.878
2012/13 -18.571 -18.571 6.837 4.982 11.819 -6.752 -10.630
2013/14 -14.090 -14.090 9.795 10.704 20.499 6.409 -4.221
2014/15 -2.394 -2.394 8.789 1.078 9.867 7.473 3.252
Total -83.935 5.0 -78.935 52.782 29.405 82.187 3.252
Nb. Includes £7.5m of previousl agreed but unidentified savings recorded now as a pressure and a saving
Total excluding previously agreed 76.4 50 1.4 45.3 20.4 74.7 3.2
savings
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CA8 Annex 4

Service & Resource Planning 2010/11 - 2014/15
Annex 2: One-Off Investment Proposals

2010/11
£'000

Amount available from 'excess' savings in 2010/11 7,101
Less:
Corporate and Cross Directorate
Customer Contact Centre 847
Corporate Core
OCN 600
Total One-Off Investement Proposals 1,447
Balance to Efficiency Savings Reserve 5,654
Estimated amount available from Collection Fund surpluses in 2010/11 1,900
Less:
Corporate and Cross Directorate
Contribution to Capital 1,500
To be determined
Contribution to revenue 400
Total Collection Fund Proposals 1,900
Balance 0
[Total Available for One-Off Investments | 9,001 |
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CA8 Annex 5

Local Authority Business Growth Incentive (LABGI) Reserve

2009/10(2010/11(2011/12|2012/13|2013/14|2014/15( TOTAL
£'000 | £000 | £000 | £000 | £000 [ £000 | £000

AGREED PLANS

Spending plan drawn out from Economic Task Force:

Earlier Payment of Invoices up to Nov 2010 - replacement of lost 56 8 64
interest plus Interim Manager (Economy & Skills)

Economic recession measures 132 132 264
Support for returning military personnel and their impact on the 100 100
local economv

Oxford Economic Partnership (OEP) Chief Executive pressure 15 15 15| see proposals below 45
Seconded staff regrading (increased staff offer to OEP) 18 18 18 18 18 90
50% funding of Service Manager post (increased staff offer to 37 37 37 111
OEP)

Pressure due to loss of third party income 30 30 30 90
Capacity required to manage client side of OEP 48 48 48| see proposals below 144

Ongoing expenditure on projects agreed in 2008/09*:

Employability & Skills Programme 13 13
Promoting Oxfordshire 32 32
Oxfordshire Education Business Partnership 5 5
Contribution to Innovation & Growth Team 1 1
Unallocated 2 2
Community Safety Marketing Officer 47 a7
Anti Bullying Project 15 15
Flooding : Business Continuity Officer 56 56
Equality & Diversity Business Advisor 4 4
Countywide Alcohol Co-ordinator 35 35 70
County Domestic Abuse Co-Ordinator 27 18 45
Subtotal Onoging Expenditure on projects agreed in 2008/09 237 53 0 0 0 0 290
Total Agreed Plans 673 341 148 18 18 0| 1,198
PROPOSALS

Oxford Economic Partnership (OEP) Chief Executive pressure # 15 15 15 45
Capacity required to manage client side of OEP # 48 48 48 144
Supporting Oxfordshire through the recession initiatives # 100 50 25 175
Economic Growth Initiatives # 50 75 125
Diamond Jubilee, support for returning military personnel and 96 96
other proposals

Total Proposals 0 196 100 163 63 63 585
TOTAL SPENDING PLAN 673 537 248 181 81 63| 1,783

Estimated funding

Unspent balance carried forward from previous years allocations 290 290
Unallocated balance carried forward from 2008/09 340 340
Further 2008 allocation ** 314 314
2009/10 allocation *** 439 439
Estimated allocation for 2010/11 400 400
TOTAL FUNDING 1,383 400 0 0 0 o[ 1,783
::lgl TO BE TRANSFERRED TO/(FROM) RESERVE AT YEAR 710 137 248 181 81 63

BALANCE OF RESERVE Surplus (+)/Deficit (-) 710 573 325 144 63 0

* Remainder of £672,000 allocations agreed per Financial Monitoring RepoEto Cabinet 15 July 2008
** Per Financial Monitoring Report to Cabinet 17 March 2009 (notifed 24 February 2009)
*** Per Financial Monitoring Report to Cabinet 24 November 2009

# Per Annex 3b - Environment & Economy
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ANNEX 6a

Treasury Management Strategy Statement and Annual Investment
Strategy for 2010/2011

Introduction

1. The Local Government Act 2003 and supporting regulations requires the
Council to ‘have regard to’ the Prudential Code and to set Prudential Indicators
for the next three years to ensure that the Council’s capital investment plans
are affordable, prudent and sustainable.

2. The Act therefore requires the Council to set out its treasury strategy for
borrowing and to prepare an Annual Investment Strategy (as required by
Investment Guidance issued subsequent to the Act). The Annual Investment
Strategy sets out the Council’s policies for managing its investments and for
giving priority to the security and liquidity of those investments.

3. The proposed strategy for 2010/11 in respect of the following aspects of the
treasury management function is based upon the views of the Council’s
Treasury Management Strategy Team (TMST)1, informed by market forecasts
provided by the Council’s treasury advisor, Arlingclose Limited. The strategy
covers:

e Treasury limits in force which limit the treasury risk and activities of
the Council,

Prudential Indicators;

the current treasury position;

prospects for interest rates;

the borrowing strategy;

the borrowing requirement;

the investment strategy;

4. It is a statutory requirement under Section 33 of the Local Government
Finance Act 1992, for the Council to produce a balanced budget. In particular,
Section 32 requires a local authority to calculate its budget requirement for
each financial year to include the revenue costs that flow from capital financing
decisions. This, therefore, means that increases in capital expenditure must
be limited to a level whereby increases in charges to revenue caused by
increased borrowing to finance additional capital expenditure, and any
increases in running costs from new capital projects are limited to a level
which is affordable within the projected income of the Council for the
foreseeable future.

! Comprising the Assistant Chief Executive & Chief Finance Officer, Head of Finance & Procurement,
Assistant Head of Finance (Corporate Finance), Principal Financial Manager — Treasury & Pension
Fund Investments and Financial Manager — Treasury & Pension Fund Investments
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The Council is also required to indicate if it has adopted the CIPFA Code of
Practice on Treasury Management. The code was adopted by Council on 1
April 2003.

Given the turmoil in the banking sector in the last 18 months, on 4 November
2008 Council agreed that any changes to the Strategy may be delegated to
the Chief Finance Officer in consultation with the Cabinet Member for Finance
and leaders of the Opposition and other groups. Any changes to the Strategy
will be reported to Cabinet and Council at the meetings subsequent to any
changes. It is proposed that the ongoing recommendation is changed to
reflect the new composition of Council, and that consultation is with the
Cabinet Member for Finance and leaders of the Opposition and the Labour

group.
Treasury Limits for 2010/11 to 2012/13

It is a statutory duty under Section 3 of the Local Government Act 2003 and
supporting regulations, for the Council to determine and keep under review the
amount it can afford to borrow. This amount is termed the ‘Affordable
Borrowing Limit'. In England and Wales the Authorised Limit represents the
legislative limit specified in section 3 of the Local Government Act 2003.

The Council must have regard to the Prudential Code when setting the
‘Authorised Borrowing Limit’. The Authorised Limit, essentially requires the
Council to ensure that total capital investment remains within sustainable limits
and, in particular, that the impact upon future council tax levels is ‘acceptable’.

Whilst termed an “Affordable Borrowing Limit", the capital plans to be
considered for inclusion incorporate financing by both external borrowing and
other forms of liability, such as credit arrangements. The Authorised Limit is to
be set, on a rolling basis, for the forthcoming financial year and two successive
financial years.

Prudential Indicators for 2010/11 to 2012/13

The Prudential Indicators set out below are part of the integrated treasury
management strategy.

It is recommended that Council approves the authorised limits for total external
debt gross of investments for the next three financial years.
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PRUDENTIAL INDICATOR 2009/10 201011 2011/12 2012/13

(2). TREASURY MANAGEMENT £'000 £'000 £'000 £'000
PRUDENTIAL INDICATORS

probable estimate estimate estimate

outturn
Authorised Limit for external debt -
borrowing £510m £534m £530m £550m
other long term liabilities £5m £5m £5m £5m
TOTAL £515m £539m £535m £565m
Operational Boundary for external
debt -
borrowing £500m £524m £520m £550m
other long term liabilities £5m £5m £5m £5m
TOTAL £505m £529m £525m £555m

Upper limit for fixed interest rate
exposure expressed as:

Net principal re fixed rate 150% 150% 150% 150%
borrowing / investments

Upper limit for variable rate

exposure expressed as:
Net principal re variable rate 25% 25% 25% 25%

borrowing / investments

Upper limit for total principal sums £100m £100m £100m £100m
invested for over 364 days

Maturity structure of fixed rate Lower Limit Upper Limit
borrowing during 2010/11 % %

Under 12 months 20

12 months and within 24 months 25

24 months and within 5 years 35

0

0

0
5 years and within 10 years 5 40
10 years and above 50 95
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Current Portfolio Position

The Council’s treasury portfolio position for the 2009/10 financial year up to
and at 30 November 2009 comprised:

Principal | Average Rate
£m %
Debt
PWLB 352.383 4.95%
Money Market Loans 50.000 3.76%
Other Long-Term Liabilities 5.056
TOTAL EXTERNAL DEBT 407.439
Investments
Average Monthly Cash Balance
Average Monthly Externally Managed 201.404 1.10%
23.710 3.09%
TOTAL INVESTMENTS 225.114

Prospects for Interest Rates

Current Medium Term Financial Plan

The strategy for 2009/10 approved by Council in February 2009 set out
forecast interest rates over the medium term. The forecast was for an average
base rate of 0.5% in 2009/10, 1.00% in 2010/11, 1.50% in 2011/12, 2.10% in
2012/13 and 2.75% in 2013/14. These interest rates were used as a basis for
constructing the strategic measures budget for 2009/10 to 2013/14.

Arlingclose’s View

The Council has appointed Arlingclose Limited to provide investment advice to
the Council, as part of this service they help the Council to formulate a view on
interest rates. Annex 8b of the Service & Resource Planning report to Cabinet
in January 2010 draws together a number of City forecasts for short term
(Bank Rate) and longer term fixed interest rates.

Arlingclose’s current view on interest rates is that the Bank Rate:

e  Will remain at 0.5% until November 2010

e  Will gradually increase from December 2010 to March 2011 to 1.50%

e  Will rapidly increase to 4.00% by December 2011 and remain there for
the rest of the financial year.

There is a downside risk to these forecasts if the economy could not sustain
such a rapid increase in interest rates. There is also an upside risk that the
Bank of England’s Monetary Policy Committee may begin the process of base
rate increases earlier than forecast.
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e Arlingclose are of the view that short term money market rates are likely
to remain at very low levels, although they have not quantified what
spreads over Base Rate to expect.

Treasury Strategy Management Team’s View

The Council’'s TMST, taking into account the advice from Arlingclose, and the
current economic outlook, have determined the rates to be included in the
Strategic Measures budget for 2010/11 and over the medium term. The Bank
Rate forecasts set out below represent the average rate for the financial year:

2010/11 0.63%
2011/12 1.75%
2012/13 2.63%
2013/14 2.75%
2014/15 3.50%

It is the view of the team that as rates achieved on deposits in the past have
been over and above that of the Bank Rate that a return rate should also be
budgeted for. The team has agreed that the return rate should be 0.60%
higher than the average Bank Rate for each year over the medium term. The
rate this gives is set out below. These rates have been incorporated into the
strategic measures budget estimates:

2010/11 1.23%
2011/12 2.35%
2012/13 3.23%
2013/14 3.35%
2014/15 4.10%

Borrowing Strategy

Arlingclose’s View

Arlingclose’s forecasts have an upside risk of between 25 and 50 basis points,
and a downside risk of 25 basis points depending on the economic and
political climate.

Arlingclose’s forecasts for the Public Works Loan Board (PWLB) new
borrowing rates are as follows:

e The 50 year PWLB rate is expected to start the financial year at 4.25%,
increasing to 4.50% in June 2010. A further increase is forecast to 4.75%
by December 2010, remaining at that level for the rest of the forecast
period.

e The 25 year PWLB rate is expected to start the financial year at 4.25%
rising to 4.50% in June, 4.75% in September and 5.00% in December
2010, remaining at that level for the rest of the forecast period.
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e The 10 year PWLB rate is expected to start the financial year at 3.75%,
rising to 4.00% in June and again to 4.25% in March 2011. Further
increases are forecast with the rate ending at 4.75% in March 2012.

e The 5 year PWLB rate is expected to start the financial year at 2.70%
with gradual quarterly increases forecast to reach 3.25% by March 2011.
Further gradual increases are forecast until the rate reaches 4.25% by
March 2012.

This forecast indicates, therefore, that there is a range of options available
when setting a borrowing strategy for 2010/11. Short dated gilt yields are
forecast to be lower than medium and long dated gilt yields during the financial
year. Despite additional gilt issuance by the UK Government, short dated gilts
are expected to benefit from expectation of lower interest rates as the
economy struggles. Variable rates are expected to remain low as the Bank
Rate is maintained at historically low levels.

Treasury Strategy Management Team’s View

It is the view of the Council’'s TSMT that the outcome of the 2010 General
Election, any possible change in the UK’s Sovereign credit rating (currently on
negative outlook with Standard & Poors), and the effect of the reversal of the
recent Quantitative Easing could cause gilts yields, and therefore PWLB
borrowing rates to rise in 2010 and beyond.

2010/11 is expected to be a time of continued low Bank Rate. Therefore the
“cost of carry” associated with the long term borrowing compared to temporary
investment returns means that the appetite for new long term borrowing brings
with it additional short term costs. Financing the Council’s borrowing
requirement internally would reduce the “cost of carry” in the short term,
however this must be weighed against the possibility of refinancing any
internal borrowing at a time when PWLB rates far exceed those currently
available.

The Council’'s TSMT therefore have agreed that they should continue to have
the option to fund new or replacement borrowing up to the value of 25% of the
portfolio (currently approximately £50m) through internal borrowing. It is likely
that a combination of internal and external borrowing will be used to fund the
financing requirement. This will have the effect of reducing some of the “cost
of carry” of funding, and also aiding the Council to retain the ability of financing
the borrowing requirement through internal balances at a time in the future
when borrowing rates may be prohibitively expensive.

If the market conditions change during the 2010/11 financial year such that the
policy to borrow internally is no longer in the interests of the authority, the
TSMT will review the borrowing strategy and report any changes to Cabinet.

The team’s forecast for PWLB rates over the medium term are set out below.
These rates have been incorporated into the strategic measures budget
estimates:

CAJAN1910R231.doc Page 196



CA8B

e 201011 4.00%
o 201112 4.50%
e 2012/13 4.50%
o 2013/14 4.50%

LOBOs (Lender’s option/Borrower’s option)

27. The Council has set a maximum limit of 20% of the debt portfolio to be
borrowed in the form of LOBOs. It is recommended that this remain as the
limit for 2010/11. As at 30 November 2009, LOBOs represent 13.14% of the
total external debt.

28. The Council has three £5m LOBO'’s with call options in 2010/11. The first has
call options in April 2010 and October 2010, the next with call options in May
2010 and the last in November 2010. If the lender chooses to increase the
current rate of interest payable, the Council will evaluate alternative financing
options before deciding whether or not to accept the new rate offered.
Borrowing Requirement

29. In order to finance the Capital Programme the Council’s long-term debt is
projected to increase from £431.417m in April 2010 to £445.190m by 31
March 2011, part of which may be funded internally.

2009/10 | 2010/11 2011/12 2012/13
£m £m £m £m
Probable | Estimate | Estimate Estimate
Net New Borrowing — 14.337 0.573 7.000
Internal
Net New Borrowing — 8.000 14.000 11.001 16.291
External
Replacement 15.000* 10.000*
Borrowing - Internal
Replacement 12.000 6.000 11.000 16.000*
Borrowing - External
TOTAL 34.337 35.573 39.001 32.291
*replacement borrowing in 2010/11 includes three £5m potential repayment of
LOBO loans. In 2011/12 the replacement borrowing figure includes two £5m
potential LOBO loan repayments. A further two £5m LOBO loan repayments
could potentially be called in 2012/13.
Annual Investment Strategy
30. The Council has regard to the Office of the Deputy Prime Minister's Guidance

CAJAN1910R231.doc

on Local Government Investments (“the Guidance”) issued in March 2004 and
CIPFA’s Treasury Management in Public Services Code of Practice and Cross
Sectoral Guidance Notes (“the CIPFA TM Code”). Communities and Local
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Government (formerly ODPM) have issued a consultation paper on changes to
the Investment Guidance, Capital Finance Regulations and Minimum Revenue
Provision Guidance. Any changes in the revised guidance will come into force
on 1% April 2010 and are reflected in this report. The Council’s investment
priorities are:-

(a) The security of capital and
(b) The liquidity of its investments

The Council also aims to achieve the optimum return on its investments
commensurate with proper levels of security and liquidity. The borrowing of
monies purely to invest or on-lend and make a return is unlawful and the
Council will not engage in such activity.

Investment instruments identified for use in the financial year are listed below
under the ‘Specified’ and ‘Non-Specified’ Investment categories. Guidance
states that specified investments are those requiring “minimal procedural
formalities”. The placing of cash on deposit with banks and building societies
‘awarded high credit ratings by a credit rating agency’ and investments with
the UK Government and local authorities qualify as falling under this phrase as
they form a normal and minimum part of day to day treasury management.

Non specified investment products are those which take on greater risk. They
are subject to greater scrutiny and should therefore be subject to more
rigorous justification and agreement of their use in the Annual Investment
Strategy; this applies regardless of whether they are under one year
investments and have high credit ratings.

The Council uses Fitch ratings as the basis by which to set its minimum credit
criteria for deposits and derive its counterparty limits. The TMST may further
limit these by using other available information such as Credit Default Swap
Rates, Shareprices, Ratings Watch & Outlook notices. Counterparty limits and
maturity limits are derived from the credit rating matrix as set out in the tables
at paragraphs 42 and 43 respectively. The Council may also use alternative
credit rating agencies such as Standard & Poors and Moodys, in these
instances the equivalent ratings will apply.

Notification of any rating changes (or ratings watch and outlook notifications)
by Fitch are monitored daily by a member of the Treasury Management Team.
Rating changes by other credit rating agencies are reported to the TMST by
Arlingclose.

Where a change in credit rating places a counterparty on the approved lending
list outside the credit matrix (as set out in tables 42 and 43), that counterparty
will be immediately removed from the lending list.

Where a counterparty has been placed on Negative Watch or Outlook by a
credit rating agency, the counterparty will be immediately suspended from the
approved lending list. The TMST will then consider the notification and any
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other information as described in paragraph 35 before deciding whether the
counterparty should be reinstated or removed from the approved lending list.

In addition, the TSMT apply further limits, to mitigate risk by diversification.

These include:

e Limiting the amount lent to banks in any one country (excluding the
UK) to a maximum of 20% of the investment portfolio.
e Limiting the amount lent to any bank, or banks within the same

group structure to 10% of the investment portfolio.

Any changes to the approved lending list will continue to be reported to

Cabinet as part of the monthly Financial Monitoring Report.

Specified Investments

All such investments will be sterling denominated, with maturities up to a
maximum of 1 year, meeting the ‘high’ credit rating criteria where applicable.

Banks and Building
Societies

Individual rating C with support
rating 2 or individual rating B with
support rating 3, Minimum
Sovereign Rating AA

Investment Minimum Credit Criteria Use
Instrument
Debt Management | N/A In-house and
Agency Deposit Fund Managers
Facility
Term Deposits — UK | N/A In-house
Government
Term Deposits — N/A In-house
other Local
Authorities
Term Deposits — Fitch short-term F1, Long-term A, In-house and

Fund Managers

Term Deposits with
Nationalised Banks
with Government
Guarantee for
wholesale deposits

N/A

In-house

Term Deposits with
Part Nationalised
banks by the UK
Government

N/A

In-house
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Term Deposits with | Fitch short-term F1, Long-term A, In-house

Banks and Building | Individual rating C with support

Societies signed up | rating 2 or individual rating B with

to the UK support rating 3, Minimum

Government Sovereign Rating AA

support to the

banking sector

Certificates of A1 or P1 In-house on a

Deposit issued by buy and hold

Banks and Building basis. Fund

Societies Managers

Short-term Funds AAA In-house and

(including Money Fund Managers

Market Funds)

Bond Funds AAA In-house and
Fund Managers

UK Government AAA In-house on a

Gilts buy and hold
basis. Fund
Managers

Treasury Bills N/A Fund Managers

Non-Specified Investments

41. A maximum of 50% of the portfolio will be held in non-specified investments.

Investment | Minimum Use Max % of Max
Instrument Credit total Maturity
Criteria Investments Period

Debt N/A In-house 50% 3 years
Management and Fund
Agency Deposit Managers
Facility
(maturities in
excess of 1
year)?

Term Deposits — | N/A In-house 50% 3 years
UK Government
(maturities in
excess of 1
year)

? Debt Management Agency Deposit Facility currently limit deposits to 6 months. The ability to deposit
in excess of 1 year is retained if such deposits become available.
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Term Deposits — | N/A In-house 50% 3 years
other Local
Authorities
(maturities in
excess of 1
year)
Term Deposits — | Fitch short- | In-house 50% in- 3 years
Banks and term F1+, and Fund house;
Building Long-term Managers | 100%
Societies AA-, External
(maturities in Individual Funds
excess of 1 rating B,
year) with support
rating 2
Structured Fitch short- | In-house 50% in- 3 years
Products (eg. term F1+, and Fund house;
Callable Long-term Managers | 100%
deposits, range | AA-, External
accruals, Individual Funds
snowballs, rating B,
escalators etc) with support
rating 2 or
Individual
rating B/C
with support
rating 1
Certificates of A1 or P1 In-house 50% in- 3 years in-
Deposit issued on a buy house; house,
by Banks and and hold 100% 10 years fund
Building basis. External managers
Societies Fund Funds
Managers
UK Government | AAA In-house 50% in- 5 years in-
Gilts with on a buy house; 100% | house, 10
maturities in and hold External years fund
excess of 1 year basis. Funds managers
Fund
Managers
Bonds issued by | AAA In-house 50% in- 5 years in-
Multilateral on a buy house; house, 10
development and hold 100% years fund
banks basis. External managers
Fund Fund
Managers
Bonds issued by | AAA In-house 50% in- 5 years in-
a financial on a buy house; 100% | house, 10
institution which and hold External years fund
is guaranteed by basis. Fund managers
the UK Fund
Government Managers
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Supranationals | N/A In-house. 50% in- 5 years in-
Fund house; 100% | house,
Managers | of External 30 years fund
Fund managers
Bond Funds AAA In-house 50% In- 5 years in-
and Fund house; 100% | house, 30
Managers | External years fund
Funds managers
Soverign Bond AAA In-house 50% in- 5 year in-
Issues on a buy house; house, 30
and hold 100% years fund
basis. External managers
Fund Funds
Managers
Counterparty Limits
42. The Council also manages its credit risk by setting counterparty limits. The
matrix below sets out the limits as at 31 December 2009.
Short Term Rating F1+, Long Term Rating AAA, AA+, AA, AA-
Support
Individual 1 2 3 4
A £30m* £30m* £22m
A/B £30m* £22m* £10m
B £22m* £22m* £10m
B/C £15m £15m
C £10m £10m
Minimum Short Term Rating F1, Long Term Rating A+, A
Support
Individual 1 2 3 4
A £15m £15m £10m
A/B £15m £15m £10m
B £15m £15m £10m
B/C £10m £10m
C £10m £10m
* In addition to the standard limit, the highest rated institutions have an additional £5m limit
restricted to overnight and call account deposits.
Maturity Limits
43. The Council also manages its counterparty risk by setting maturity limits on

deposits, restricting longer term lending to the very highest rated
counterparties. The table below sets out the maximum approved limits. The
TSMT may further restrict lending criteria in response to changing market
conditions.
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Short Term Rating F1+, Long Term Rating AAA, AA+, AA, AA-
Support
Individual 1 2 3 4
A 3 years 3 years 6 mths
A/B 3 years 3 years 3 mths
B 3 years 3 years 3 mths
B/C 364 days | 6 mths
C 6 mths 3 mths
Minimum Short Term Rating F1, Long Term Rating A+, A
Support
Individual 1 2 3 4
A 6 mths 6 mths 3 mths
A/B 6 mths 6 mths 3 mths
B 6 mths 6 mths 3 mths
B/C 3 mths 3 mths
C 3 mths 3 mths

44,

45.

46.

47.

CAJAN1910R231.doc

Other institutions included on the councils lending list

In addition to highly credit rated banks and building societies the authority may
also invest in AAA rated Money Market funds, Collective Investment Schemes
(including LAMIT) and deposits with some local authorities.

Structured Products

As at 30 November 2009, the Council had £5m of Structured products within
its investment portfolio. Structured products involve varying degrees of
additional risk over fixed rate deposits, with the potential for higher returns. It
is recommended that the authority continue to use structured products up to a
maximum of £20m of the investment portfolio. The Council will continue to
monitor structured products and consider restructuring opportunities as
appropriate.

External Fund Managers

The Council currently has £23.89m invested with external fund managers (as
at 30" November 2009). £11.88m with Scottish Widows Investment
Partnership (SWIP) and £12.01m with Investec. The aim of the funds is to
outperform the Council’s in-house investment performance over a rolling three
year period.

The benchmark for SWIP is the 7 day LIBID (London Interbank BID rate)
compounded weekly. The benchmark for Investec is a composite index of
70% of three month LIBID and 30% Merrill Lynch 0-5 year gilt index. The
Council will continue to monitor the performance of the externally managed
funds against both their benchmarks and the in-house investment returns.
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The External Fund will have a maximum average duration of 3 years for
Investec and 5 years for SWIP.

It is recommended that authority to withdraw or advance additional funds
to/from external fund managers be delegated to the TMST if economic
conditions indicate that this would be in the best interest of the Council.

Treasury Management Advisors

In November 2009 the TMST appointed Arlingclose Limited as Treasury
Management Advisors to the Council. Arlingclose will:
e Provide the Council with Investment Advice
e Assist in the performance monitoring of the external fund managers
e Provide the Council with market information including credit ratings,
other credit information, forecast interest rates for investment and
debt
e Provide technical advice and training to Treasury Management
officers and Councillors.
Any advice given by Arlingclose will be considered by the TMST. Any
decisions made remain the responsibility of the Council

Performance Monitoring

The Council will monitor its Treasury Management performance against other
authorities, through its membership of the CIPFA Treasury Management
benchmarking club. Latest performance figures will be reported in the Annual
Review Report which will be considered by Cabinet in June 2010.

Investment Training

All members of the Treasury Management Strategy team are members of a
professional accounting body. In addition, key Treasury Management officers
receive in-house and externally provided training as deemed appropriate. Key
Treasury Management officers will also be encouraged to study towards the
new CIPFA and ACT? joint Certificate on International Treasury Management
— Public Finance.

Recommendations

The recommendations arising from the updated strategy are set out in the
main body of the report.

December 2009

® Association of Corporate Treasurers
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ANNEX 6B

Interest Rate Forecasts & Economic Background

The Council has appointed Arlingclose Limited as treasury adviser to the
Council. Part of their service is to assist the Council in formulating a view on
interest rates. The following tables shows Arlingclose’s view. The forecast
within the strategy statement has been informed by these sources and the
Treasury Management Strategy Team’s own view.

Arlingclose interest rate forecast — 22 December 2009

Mar-10 Jun-10 Sep-10 Dec-10 Mar-11 Jun-11 Sep-11 Dec-11 Mar-12

Official Bank Rate

Upside risk +0.25 +0.25 +0.50 +0.50 +0.50 +0.50 +0.50
Central case 0.50 0.50 0.50 1.00 1.50 2.25 3.00 4.00 4.00
Downside risk -0.50 -0.50 -0.50 -0.25 -0.25 -0.25
1-yr LIBID

Upside risk +0.25 +0.50 +0.50 +0.50 +0.50 +0.50 +0.50
Central case 1.25 1.25 1.50 2.00 2.75 3.50 4.00 4.25 4.25
Downside risk -0.25 -0.25 -0.25 -0.25 -0.25 -0.25
5-yr gilt

Upside risk +0.25 +0.25 +0.25 +0.50 +0.50 +0.50 +0.50 +0.50 +0.50
Central case 2.70 2.80 2.90 3.00 3.25 3.50 3.75 4.00 4.25
Downside risk -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25
10-yr gilt

Upside risk +0.25 +0.25 +0.25 +0.25 +0.25 +0.25 +0.25 +0.25
Central case 3.75 3.75 4.00 4.00 4.25 4.25 4.50 4.50 4.75
Downside risk -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25
20-yr gilt

Upside risk +0.25 +0.25 +0.25 +0.25 +0.25 +0.25 +0.25 +0.25 +0.25
Central case 4.25 4.50 4.75 4.75 5.00 5.00 5.00 5.00 5.00
Downside risk -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25
50-yr gilt

Upside risk +0.25 +0.25 +0.50 +0.50 +0.50 +0.50 +0.50 +0.50 +0.50
Central case 4.25 4.50 4.50 4.50 4.75 4.75 4.75 4.75 4.75
Downside risk -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25 -0.25

Economic Background
Introduction

The International financial crisis persisted into 2009/10 as economies around
the world continued to struggle against falling inflation, recession, and the
prospect of depression. Official bank base rates around the world started the
financial year at historic lows and have remained there since.

International

The US Federal Reserve has kept the monetary policy on hold with rates at
0.25%. They have indicated that they intend to keep rates at this low level for
an “extended period” in response to high levels of unemployment, despite a
return to economic growth.
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The US economy did continue to grow albeit at a rate of 2.2% against a
prediction of 2.8%.

2009 saw the Greece Government being downgraded by all three of the major
credit rating agencies in response to the Countries weakening financial
stability, and rising national debt.

Late 2009 saw the crash in the property market of Dubai, however their
neighbour, Abu Dhabi came to the rescue in mid December by giving Dubai
World, and the state owned Nakheel a $10bn loan.

UK

The Monetary Policy Committee has kept official bank rates at 0.5% since
March 2009, and it is expected to do so for the majority of 2010.

The GDP of the UK has continued to contract in the first 3 quarters of 2009;
however this has been at a slower rate than predicted. By November 2009 the
economy had contracted for 18 consecutive months. By November, the UK
was the only G20 country still in recession.

Anecdotal evidence does now suggest that the economy is starting to recover
from recession, with indications that the UK could be out of recession some
time during the first quarter of 2010.

It is thought that the recession in the UK could have been far deeper and
longer, with the possibility of the UK entering a depression, however it seems
that the steps that the Government have taken with Quantitative Easing has
staved off the worst.

In the May 2009 the Monitory Policy Committee extended the planned
Quantitative easing from £75bn to £150bn. This was increase to £175bn and
again to the current level of £200bn. The UK Government has now indicated
an end to Quantitative Easing.
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ANNEX 7

Minimum Revenue Provision Policy Statement for 2010/11

Introduction

1. The Council is required by statute to charge a Minimum Revenue Provision
(MRP) to the General Fund Revenue account each year for the repayment of
debt. The MRP charge is the means by which capital expenditure which has
been funded by borrowing is paid for by council tax payers.

2. Until 2007/08, the basis of the calculation for the MRP was specified in
legislation. New legislation (Statutory Instrument 2008 no. 414 s4) which came
into force on 31 March 2008, gives local authorities more freedom to determine
what is a prudent level of MRP.

3. The new legislation requires local authorities to draw up a statement of their
policy on the annual MRP, for full approval by Council before the start of the
financial year to which the provision will relate.

4. Further guidance has been issued by CLG with regard to International Financial
Reporting Standards and MRP. The move to IFRS is expected to bring more
PFI schemes on balance sheet and to result in some leases being reclassified
as finance leases instead of operating leases. Where this happens, a part of
the service charge or rent payable will be taken to reduce the balance sheet
liability rather than being charged to revenue accounts. This change would
result in a one off increase in the capital financing requirement and an equal
increase in revenue account balances. This is not seen as a prudent course of
action and the guidance aims to ensure that authorities are in the same position
as if this change had not occurred. It does this by recommending inclusion in
the annual MRP charge of an amount equal to the amount that has been taken
to the balance sheet, including the retrospective element in the first year.

Options for Prudent Provision

5. Guidance on the legislation sets out a number of options for making ‘prudent
provision’. Options 1 and 2 relate to Government supported borrowing. Options
3 and 4 relate to new borrowing under the Prudential system for which no
Government support is being given and is therefore self-financed. Authorities
are able to use any of the four options for MRP. The options are explained
below.

Option 1 - Regulatory Method

6. This is the current method, and for debt supported by Revenue Support Grant
(RSG), authorities can choose to continue to use the formula. This is calculated
as 4% of the council’s general fund capital financing requirement, adjusted for
smoothing factors from the transition to the prudential capital financing regime
in 2003.
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Option 2 — Capital Financing Requirement (CFR) Method

Option 2 differs from Option 1 only in that the smoothing factors are removed.
This is a simpler calculation; however for most authorities including
Oxfordshire, it would result in a higher level of provision than Option 1.

Option 3 — Asset Life Method

For new borrowing under the Prudential system, Option 3 is to make provision
in equal instalments over the estimated life of the asset for which the borrowing
is undertaken or the alternative is the annuity method which has the advantage
of linking MRP the flow of benefits from an asset where the benefits are
expected to increase in later years. As with the existing scheme of MRP,
provision for the debt will normally commence in the financial year following the
one in which the expenditure is incurred. There is however one exception to
this rule under Option 3. In the case of the construction of a new building or
infrastructure, MRP would not have to be charged until the new asset came into
service. The MRP ‘holiday’ would perhaps be two or three years in the case of
major projects and could make them more affordable.

Option 4 — Depreciation Method

For new borrowing under the Prudential system, Option 4 is to make MRP in
accordance with the standard rules for depreciation accounting.

MRP Methodology Statement

The policy already in place in the Council is reflected in Options 1 and 3;
consequently the statement requiring approval by Council is a confirmation of
existing practice and continuation of the policy approved by Council in June
2008. The Council is recommended therefore to approve the following
statement:

For capital expenditure incurred before 1 April 2008 or which in the future will
relate to Supported Capital Expenditure, the MRP policy will be based on
existing regulations (Option 1 — Regulatory Method).

From 1 April 2008, for all unsupported borrowing, the MRP policy will be based
on the estimated life of the assets for which the borrowing is undertaken
(Option 3 — Asset Life Method).

In the case of finance leases and on-balance sheet Private Finance Initiative
(PFI) type contracts, the MRP requirement will be regarded as being met by a
charge equal to the element of the rent/charge that goes to write-down the
balance sheet liability (Option 3 in modified form).

The major proportion of the MRP for 2010/11 will relate to the more historic
debt liability that will continue to be charged at the rate of 4%, in accordance
with Option 1 of the guidance. Certain expenditure reflected within the debt
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liability at 31 March 2011 will be subject to MRP under Option 3, which will be
charged over a period which is reasonably commensurate with the estimated
useful life applicable to the nature of expenditure, using the equal annual
instalment method. For example, capital expenditure on a new building, or on
the refurbishment or enhancement of a building, will be related to the estimated
life of that building.
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ANNEX 8
Prudential Code for Capital Guidelines
Introduction
1. A major change in the system of capital financing in local government was

introduced from 1 April 2004. Previously the government controlled how much
new borrowing each local authority could take out each year. Now local
authorities are able to determine their own programmes for capital investments
and funding of the spending. The CIPFA' Prudential Code for Capital Finance
in Local Authorities establishes the framework for local authority capital
spending and funding to ensure that plans are affordable, prudent and
sustainable. The purpose of this annex is to give a brief overview of the Code
and its requirements and to advise members of the process that we will need
to follow during the 2010/11 budget planning process.

An Overview of the Prudential Code

2. The Prudential Code sets out indicators that authorities must approve each
year. The indicators must be approved by Council before 1 April each year,
but can be revised during the year if required. For practical reasons, the
indicators are considered and set each year at the same time as the Council
sets the budget and council tax including those indicators that refer to
Treasury Management which will be dealt with through the annual Treasury
Management Strategy Report (Annex 6 of this report). A full set of all
indicators required to be approved is set out at the end of this annex.

3. In setting or revising the prudential indicators, the Code requires local
authorities to have regard to the following:

Affordability e.g. implications for council tax

Prudence and sustainability e.g. implications for external borrowing
Value for money e.g. option appraisal

Stewardship of assets e.g. asset management planning

Service objectives e.g. strategic planning for the authority
Practicality e.g. achievability of the forward plan.

4. It should be noted that the code does not include indicative limits or ratios for
the indicators, rather it is for each authority to decide whether, taking all things
into account, plans for capital investment are affordable, prudent and
sustainable. Also, the prudential indicators are not designed to provide
comparisons between authorities. Indicators reflect local circumstances and
decisions and therefore comparisons could be misleading and
counterproductive.

' The Chartered Institute of Public Finance and Accountancy, the leading accountancy body for public
services
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5. Some of the indicators relating to external debt and treasury management
replace existing limits the Council already approves annually. The Prudential
Code is designed to sit alongside the authority’s Treasury Management
Strategy. The delegated responsibility for day-to-day management and
decision making on treasury issues remains with the Chief Finance Officer,
operating within the framework approved in the prudential indicators and the
Treasury Management Strategy.

Monitoring of the Prudential Indicators

6. The Code requires the Chief Finance Officer to establish procedures to
monitor performance against all forward looking indictors, in particular capital
spending forecasts and to ensure that the net external borrowing does not
exceed the total capital financing requirement (i.e. to ensure that borrowing is
being used to finance capital expenditure and not revenue). Any significant
deviations from the forward forecasts will need to be reported and acted upon.

Capital Planning for 2010/11 and Beyond

7. A detailed list of capital requirements for the period 2010/11 to 2014/15 is set
out in the Capital Strategy and Asset Management Plan. Based on this, the
Council needs to agree a capital programme for 2010/11 to 2014/15 as part of
Prudential Guidelines alongside the revenue budget. The Cabinet will then be
able to use this information, together with the updated position for 2009/10 in
formulating their spending plans for 2010/11 and beyond during the budget
setting cycle.

Prudential Indicators

The prudential indicators below are those identified in the Prudential
Guidelines relevant to Oxfordshire County Council:

Prudential Indicators for Affordability

1. Estimates of ratio of financing costs to net revenue stream
This compares the total principal and interest payments on external debt to the
net revenue spending of the authority (i.e. that to be met from government
grants and local taxpayers. This indicator needs to be calculated for the next
three years.

2, Actual ratio of financing costs to net revenue stream

Similar to the first indicator but calculated directly from the consolidated
revenue account.
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Estimates of the incremental impact of capital investment decision on
the council tax

The local authority will

forecast the total budgetary requirements for the authority based on no
changes to the existing capital programme

forecast the total budgetary requirements for the authority with the changes
proposed to the capital programme included in the calculation

take the difference between (i) and (ii) and calculate the addition or reduction
to council tax that would result.

This calculation shall be undertaken for the forthcoming year and the following
two financial years or longer timeframe if required to capture the full year effect
of capital investment decisions.

Prudential Indicators for Prudence

Net Borrowing and the Capital Financing Requirement

This indicator should show that the net external borrowing does not exceed
except in the short term, the capital financing requirement for the last year plus
the estimates of any additions to the capital financing requirement for the
current and two following years. Net external borrowing is the total of all
borrowing, whether long or short term.

Capital Expenditure

Estimates of Capital Expenditure

The local authority will make reasonable estimates of the total of capital
expenditure that it plans to incur during the forthcoming financial year and at
least the following two financial years.

Actual Capital Expenditure
After the year-end, the actual capital expenditure incurred during the financial
year will be recorded.

Estimates of the Capital Financing Requirement

The local authority will make reasonable estimates of the total capital financing
requirement at the end of the forthcoming financial year and the two following
years. The capital finance requirement is designed to measure the council’s
underlying need to borrow, or finance by other long-term liabilities, for capital
expenditure.

Actual capital financing requirement
After the year-end the actual capital financing requirement will be calculated
directly from the local authority’s balance sheet.

Treasury Management

The following indicators will be set as part of the annual Treasury
Management Strategy Report that has to be approved by Council before the
start of the financial year.
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Code of Practice
The Local Authority is required to adopt the CIPFA Code of Practice for
Treasury Management in the Public Services.

Interest Rate Exposure

This sets the authority’s upper limits on the amount of net borrowing and
relates to both fixed and variable interest rates. The indicator needs to be
calculated for the following and next two financial years. The calculations are
as follows:

Upper limit on fixed interest rates
Estimated interest payable on borrowing at fixed rates less investment
interest receivable at fixed rates (as £ or %)
OR
Principal sums outstanding borrowed at fixed interest rates less principal
sums invested at fixed interest rates (as £ or %)

Upper limit on variable interest rates
Estimated interest payable on borrowing at variable rates less investment
interest receivable at variable rates (as £ or %)
OR
Principal sums outstanding borrowed at variable interest rates less
principal sums invested at variable interest rates (as £ or %)

Maturity Structure of Borrowing
This sets upper and lower limits on the amount of fixed rate borrowing due to
be repaid during the following periods:

Under 12 months

12 months and within 24 months

24 months and within 5 years

5 years and within 10 years

10 years and above
This indicator is designed to be a control over an authority having large
concentrations of fixed rate debt needing to be replaced at times of uncertainty
over interest rates.

Total Principal Sums Invested for more than 364 days

This sets a maximum limit on the amount of money that can be invested for
more than one year and needs to be calculated for each forward financial year
period for the maturing of such investments.

External Debt

These indicators effectively replace the existing borrowing limits the council
has to approve each year.

Authorised Limit
This is the maximum amount that the authority allows itself to borrow in each
year and needs to be calculated for the forthcoming financial year and
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following two financial years. It needs to separately identify the limit for
borrowing and any other long-term liabilities and covers both temporary and
long-term borrowing. Any breach in the authorised limit needs to be reported
to Council.

14. Operational Boundary

The local authority must set an operational boundary for its total external debt,
gross of investments separately identifying borrowing from other long-term
liabilities. This is also an external debt limit, but is set to reflect the most likely,
prudent but not worst case scenario of the authority’s debt position, without the
additional headroom included within the authorised limit to allow for unusual
cash movements. It needs to be calculated for the next and following two
financial years. Both the operational boundary and the authorised limit should
link directly to the capital spending plans, capital financing requirement and
cash flows of the authority. Any breaches in the operational boundary do not
necessarily need to be reported, unless they are frequent or part of a trend.

15. Actual External Debt
After the year-end the closing balance for actual gross borrowing plus
(separately) other long term liabilities will be obtained directly from the
Council’s balance sheet.
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