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CABINET – 17 JANUARY 2006

SERVICE AND FINANCIAL PLANNING 2006/07 – 2010/11

Report by Director for Resources

Introduction 

1. This report is the fourth in a series informing members on the service and financial planning process and issues for 2006/07 and the medium term, and is the final report to Cabinet before Council considers the budget on 14 February.  The report sets out the latest information on the Council’s financial position, and provides an overview and advice from the Head of Finance & Procurement.  
2. The Cabinet Member for Finance has prepared a separate report, circulated alongside this report, which incorporates the Cabinet’s financial strategy and sets out the basis for the Cabinet’s Budget and Medium Term Financial Plan (MTFP) for 2006/07 - 2010/11 taking into consideration comments on the draft Budget proposals from the individual Scrutiny Committees in December as well as the latest information on the Council’s financial position as now outlined in this report.   
3. The Corporate Governance Scrutiny Committee on 12 January is being invited to formulate an overall view of the draft Budget proposals in the light of the comments of the individual Scrutiny Committees. The comments from all the Scrutiny Committees will be collated and circulated following the Corporate Governance Scrutiny Committee meeting.   Officers will also report at the meeting the preliminary results of the current Citizen’s Panel Questionnaire on Budget and Council Tax.
4. The report is set out in two parts: Revenue (Part 1) and Capital (Part 2).  The following annexes accompany the report: 
Part 1 – Revenue

Annex 1:
Proposed Policy Plans – Efficiency Savings

Annex 2a:
Proposed Policy Plans – One-off Pressures

Annex 2b:
Proposed Policy Plans – Non Discretionary Pressures

Annex 2c:
Proposed Policy Plans – Policy Choice Pressures

Annex 3:
Proposed new virements (in respect of Directorate policy choice pressures and re-prioritisations)

Annex 4:
Draft MTFP 2006/07 – 2010/11 
Annex 5:
Specific grants 2005/06 and 2006/07

Annex 6:
Council Tax and Precepts

Annex 7:
Current Virement Arrangements

Annex 8:
Commentary on Budget Proposals (to follow)

Part 2 – Capital

Annex 9: Prudential Guidelines

Executive Summary
Revenue

5. Based on the latest information, the sum available to allocate to Council priorities is currently £12.1m, an increase of £4.1m since the last report.  The main increase results from changes to the figures for Strategic Measures.  Further expenditure pressures totalling £0.9m have been identified relating to contract inflation and previously agreed policy plans.  These are offset by additional funding of £5.0m from additional efficiency savings (£0.4m), a reduction in the cost of strategic measures (£3.7m) and increased anticipated income from collection fund surpluses (£0.9m).  

6. It is proposed that the £12.1m be used to meet £2.6m of one-off pressures, £7.0m of non discretionary pressures and to meet the imbalance of £2.0m on the policy choice pressures and re-prioritisation of services to meet them.  These expenditure proposals total £11.6m and leaves £0.5m available to allocate.  This is summarised at paragraph 24.

7. Included in the list of non-discretionary pressures is £1.5m to meet the costs of the pensions shortfall each year until 2008/09.  It will be possible to revisit the need for all of this funding once the legislation is in place to revoke the 85 year rule, although it would be prudent to leave some provision in place for future pension fund revaluations.

8. In addition to expenditure proposals totalling £11.6m above, there are virements representing policy choice pressures and the re-prioritisation of services proposed to meet these which amount to £15.0m.  Including the virements, a total of £26.6m expenditure proposals are included in the budget for 2006/07. 

9. There are also £4.0m of other pressures relating to ICT projects which are a priority for the Council.  It is suggested that these pressures are funded as and when any one-off funding becomes available from PSA reward grant and Local Authority Business Growth Incentive (LABGI) scheme income.

10. There are several areas where information is still provisional and on which assumptions are included in the budget for 2006/07.  Any changes once this information is finalised could have an impact on the budget.  

Capital

11. There is £1.9m of unallocated capital funding available for projects other than schools and transport.  The Capital Steering Group have made a number of recommendations as to which projects should be included within the three year capital programme to be approved by Council on 14 February.

12. A further set of proposals have been made whilst considering pressures on the revenue budget for 2006/07 and forward years.  These proposals include the transfer of some costs currently accounted for in revenue to the capital programme where these can be justified.

13. The effect of these recommendations from the Capital Steering Group and the budget proposals are to add projects totalling £1.068m to the capital programme for other services and to meet £2.245m of recharges from the revenue accounts from the School’s capital programme.

14. A series of Prudential Indicators will need to be approved by Council on 14 February when the final budget for 2006/07 is set.

PART 1 – REVENUE

Total Expenditure Plans

15. The table below sets out the starting point for the 2006/07 budget as per the revised MTFP, shows the changes anticipated based on information contained in the Service and Financial Planning supplementary report to the Cabinet on 20 December (following the provisional Local Government Finance Settlement), and the updated position based on latest information.  Changes from the previous report are explained in the subsequent paragraphs.


Revised MTFP

£m
Draft Settlement

£m
Latest Position

£m
Changes since last report

Report Date
20 Sept
20 Dec
17 Jan


Base

Inflation

Function Changes

Previously Agreed Policy Plans

Other Variations in the MTFP

Efficiencies & Savings

Proposed allowed variations

Sum Available to Allocate
584.0

15.3

0.0

0.5

0.2

-4.3

9.0
316.2

7.2

1.7

0.0

0.2

-4.3

8.0
316.3

7.7

1.7

0.3

0.2

-4.7

-3.7

12.1
*0.1

0.5

0.0

0.3

0.0

 -0.4

-3.7

4.1

Budget Requirement
604.7
329.0
329.9
0.9

Revenue Support Grant

Council Tax
367.2

237.5
91.5

237.5
91.5

238.4
0.0

0.9

Total Financing
604.7
329.0
329.9
0.9

* Minor change due to corrected baseline for Dedicated Schools Grant

Inflation

16. The need for additional inflation of £0.455m in the base for 2006/07 has been identified relating to contracts in Social & Community Services and Children, Young People & Families Directorates.  

Previously Agreed Policy Plans

17. The fallout of a previously agreed policy plan relating to the control of asbestos work regulations is included in the MTFP for 2006/07. This had already been taken into account in 2005/06 and is misstated in 2006/07.  The effect of this is to add £0.258m to previously agreed policy plans.  
Efficiencies and Savings

18. Efficiency savings for 2006/07 previously reported amounted to £4.3m against an original target in the Medium Term Financial Plan of £5.0m.  Further savings netting to £0.360m have been identified.  These relate to an increase in efficiencies identified by the Resources Directorate in respect of ICT, Property and the Chief Executive’s Office totalling £0.474m, offset by reductions in savings of £0.114m mostly relating to income generation in respect of the possible use of street furniture for telecommunications equipment. Details of efficiency savings are set out in Annex 1. 

Proposed Allowed Variations

19. These variations, which total £-3.7m, represent changes on strategic measures.  The strategic measures budget has been updated to take account of the Council’s latest notified capital allocations and the estimated borrowing requirements arising from this.  The assumptions around cash flow and interest earned on balances have also been reviewed and updated.  This allows us to reduce the cost of borrowing and increase the amount of expected interest by £1.3m in total for 2006/07 with further expected savings in future years.  These figures and a more detailed analysis of strategic measures are set out later in the report.  Given that some of the additional interest arises from slippage on the capital programme, some of this may need to be added back into the capital programme in future years to maintain purchasing power.  There are other budget proposals which also impact on the buoyancy of the capital programme.  These are discussed further in the section ’beyond 2006/07’ and in the capital section later in the report.

20. The Council agreed last February to invest £25m to address a significant proportion of the backlog maintenance in Primary Schools and other buildings, thereby achieving savings in future unplanned maintenance.  The additional borrowing costs are included in the strategic measures budget and are offset by an equivalent reduction to the repair and maintenance budget amounting to £0.3m in 2006/07.   

21. The MTFP includes a contribution to balances in 2006/07 of £4.1m.  As detailed later in the report, based on a full risk assessment of the budget for 2006/07 and the forecast balances position to 31 March 2006, the full contribution of £4.1m is not required. It is estimated that a sum of around £2m could be released in the 2006/07 budget to help fund Council priorities.  

Sum Available to Allocate 

22. The previous report identified a total sum available to allocate within the constraints of a 4.375% increase in Council Tax of £8.0m.  Taking into account the changes outlined in the above table, this now stands at  £12.1m.  Paragraph 24 below sets out in detail the expenditure proposals to be met from this sum available.
Council Tax - Taxbase and Collection Fund Surpluses

Current projections on the amount expected to be available through Collection Fund surpluses are £2.1m compared to £1.2m in the MTFP.  Each of the District Councils is required to confirm their Tax Base and Collection Fund surpluses or deficits within seven days of 15 January 2006.   Until this information is received the amounts assumed in the MTFP are only provisional.

Expenditure proposals to be met from the sum available to allocate to Council priorities

23. Expenditure proposals to be met from the sum available to allocate fall under three categories; one-off pressures, non-discretionary pressures and policy choice pressures.  The table below sets out a summary of these, with details shown in Annexes 2a – 2c.


£m

One-off Pressures
2.6

Non Discretionary Pressures
7.0

Policy Choice Pressures
2.0

Total Pressures
11.6

Total Sum Available to Allocate to Council Priorities
12.1

Sum Remaining Available to Allocate
0.5

One-off Pressures

24. As stated in previous reports, there is expected to be some additional one-off funding available for 2006/07. Expectations around additional interest from higher balances on an ongoing basis and collection fund surpluses have now been included in the budget shown in the table at paragraph 15.  
25. In relation to PSA reward grant and the LABGI scheme, the other sources of one-off funding referred to in the earlier reports, it is still too early to quantify exactly how much funding will be available and confirmation will not be received until after Council sets the budget for 2006/07.  
26. Details of one-off pressures to be met from within the budget are set out in Annex 2a.  In addition to these pressures, further pressures relating to ICT projects which are a priority for the Council have been identified, set out below.  It is suggested that these are funded as and when funding becomes available from available PSA reward grant and LABGI income.
Priority
Project
Total Cost

  £m

1
Universal Payments system
0.165


Data Administration
0.225

2
Document Management
0.450


Forms Management
0.235

3
Oxfordshire Wide Information Share (OWIS)
0.250

4
GIS
0.265

5
OCN – OCC LAN Consolidation
0.650

6
Telephony
1.800

Total 
4.040

Non Discretionary Pressures

27. A list of non-discretionary pressures is set out in Annex 2b and totals £7.0m This includes a minimal change from the previous report detailed below.

28. It is proposed that the amount put aside for pensions to reflect the changes arising from the prospective revocation of the 85-year rule remains at £1.5m until such time as the Deputy Prime Minister legislates for the revocation.  This can only be done following the consultation period, which takes any final decision on this matter beyond the budget setting Council meeting.  If and when the revocation becomes law, a further decision should be taken on the use of this funding.  It would be prudent to set aside some of this funding as a reserve against likely future increases in Pensions and a reduction in the County Council element of the Pension Fund deficit.

29. There is a minimal overall effect for Oxfordshire arising from the Amending Reports for 2004/05 and 2005/06, announced in the provisional Local Government Finance settlement.  The net repayment of grant required of £0.046m is to be included in the authority’s budget requirement, and has been added to the list of non-discretionary pressures.  

Policy Choice Pressures 

30. The position as set out in the Service and Financial Planning supplementary report to the 20 December Cabinet showed a gap between policy choice pressures and re-prioritisation of services to meet them of £1.6m.  There are some changes to this figure set out in the table below and explained in the following paragraphs.  Details of the net policy choice pressures are set out in Annex 2c.


Previous   

£m
Current  

£m
Change  

£m

Corporate & Cross Directorate
0.8
1.0
0.2

Children, Young People & Families
0.6
0.8
0.2

Social & Community Services
0.0
0.0
0.0

Environment & Economy 
0.2
0.2
0.0

TOTAL
1.6
2.0
0.4

31. The pressure on Corporate & Cross Directorate to fund an Integrated Children’s System project is reinstated as £0.2m in 2006/07 and £0.5m and £0.3m for 2007/08.  This is because grant funding announced by the Minister for Children on 8 December relates to data collection across all relevant bodies and does not cover the cost of setting up a new integrated ICT system as previously assumed.

32. There is an additional pressure on Children, Young People & Families arising from the shortfall on the Safeguarding Children’s grant of £0.234m.

33. In addition there are two other minor changes, an addition of  £0.02m for the Oxfordshire Community Partnership Observatory fund and removal of £0.05m relating to the West End Steering Group which has also been included in the list of non discretionary pressures.

Virements arising from Policy Choice Pressures and Re-prioritisation of Services 

34. Details of policy choice pressures and the re-prioritisation of services proposed to meet these are set out in Annex 3.  These are virements within Directorates which need to be approved.  In total £15.1m of virements are proposed for 2006/07, £0.711m less than reported previously.

35. There is a reduction in the pressures on Social & Community Services and the savings needed to offset these of £0.509m.  This arises because the Access & Systems Capacity Grant allocation for 2006/07 was expected to reduce by £0.900m and has only reduced by £0.391m.  

36. It was anticipated that the Supporting People grant would be reduced by £0.986m. The total grant for 2006/07 has been confirmed at £19.669m, £0.784m less than 2005/06. As a result the pressures and reprioritisations have both been reduced by £0.202m.

Shared Services 

37. A business case for savings from a Shared Services centre is due to be presented to Cabinet on 7 February.  If approved there will be setting up, transition and ongoing costs which will be offset by savings.  The net cost is currently estimated to be £5.6m in 2006/07 and £1.3m in 2007/08.    Payback on the project starts in 2008/09, with net savings (after repaying all the one-off costs) starting from 2011/12.    It is proposed that the cash flow implications of the project should be funded from within internal balances (mostly from unspent capital) with pay back planned in line with the Shared Services Business Plan.  This means that there is a need to transfer some of the revenue budget to capital starting in 2005/06 to create an under spend on the revenue account sufficient to fund £5.6m of net costs in 2006/07.  Full details of the financial implications of a Shared Service Centre will be set out in the report to the Cabinet in February.

38. If we need to spend the £5.6m in 2006/07 and a further £1.3m in 2007/08, this has an impact on the interest available from strategic measures.  The impact of borrowing from unspent capital and repaying it over 2008/09 – 2010/11 reduces the amount available to take from strategic measures by £0.126m in 2006/07, £0.279m in 2007/08, £0.266m in 2008/09, £0.176m in 2009/10 and £0.079m in 2010/11.  These adjustments have been included in the strategic measures budget referred to in paragraph 19 above.  Should the Cabinet decide on 7 February not to go ahead all the sums are revised. This will change the amount available to allocate.

Proposed Draft Medium Term Financial Plan 2006/07 – 2010/11

39. A draft Medium Term Financial Plan for 2006/07 to 2010/11 is set out in Annex 4.  This takes into account the proposed policy plans and virements detailed in the annexes of this report and reflects the Cabinet’s objectives of low taxes, real choice and value for money. 

Information Outstanding

40. There are several areas where information is still provisional and on which assumptions are included in the budget for 2006/07.  Any changes once this information is finalised 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 known until early February, which could have an impact on the funding available in 2006/07 and 2007/08.

Balances 

41. The latest forecast position for balances is set out in the Financial Monitoring report elsewhere on the agenda.  This shows forecast balances of around £12.7m by the end of 2005/06.  This is £3.4m higher than estimated in the MTFP, although it assumes no further call on balances before the year-end. This higher figure is due to the allocation of £2.0m from interest on balances largely arising from unspent capital, an addition of £0.5m relating to a policy plan in 2005/06 for increases in pension costs associated with the Homes for Older People contract now not needed, and a lower than estimated call on balances in year. There remains a possibility that there may need to be a further drawdown but the year-end position is likely to be up to £3.0m higher than anticipated.  The MTFP includes £4.1m addition to balances in 2006/07.  Therefore forecast balances at the beginning of 2006/07 are around £16m.

42. Based on a full risk assessment of the budget (included in Annex 8), the maximum required in balances to meet all potential and unplanned eventualities is £10m leaving around £6m at year-end.  Not all of this is high risk, and in the majority of areas any overspending would need to be repaid to balances even if staged over more than one year.  The MTFP includes a further £1.3m addition to balances for 2007/08.  This would give balances of around £12.7m at the beginning of 2007/08 if half of the areas of risk highlighted came to fruition.

43. Some of the £4.1m earmarked in the MTFP could be released towards funding Council priorities.

Strategic Measures

44. The Strategic Measures budget has been updated to take account of the Council’s latest notified capital allocations, assumptions on cashflow, and forecast borrowing costs.  The overall impact of this review is to reduce the current funding required in the MTFP as follows:


£m

2006/07
1.344

2007/08
1.704

2008/09
2.658

2009/10
1.556

45. The Cabinet had previously been informed of a £1m surplus anticipated in 2006/07.  Since then the Council has continued to take long term borrowing to fund its capital programme at rates of interest significantly below the budgeted 5%.  In addition the forecast rate for new long term borrowing has been revised to 4.8% from 5.0%.  These changes bring savings across the whole MTFP.  The impact of the capital programme being in surplus to the end of 2007/08 has also been taken into account in the update.

46. From 2007/08 part of the transport capital settlement will be paid as grant rather than as permission to borrow.  It is anticipated that grant of £5.9m will be received in 2007/08 rising to almost £8.0m by 2010/11.  This change in method of financing brings savings to the strategic measures budget for all years from 2007/08.

Annual Efficiency Savings 

47. As a result of the Gershon review of public spending, the Council is required to find just over £8m of 'Annual Efficiency Savings (AES) in 2006/07.  At least £4m of these savings must be 'cash releasing' - generally releasing cash from budgets without reducing service quality.  The remainder of the savings must be 'non-cash releasing' - generally increasing service outputs without increasing the budget.  

48. The Council is on track to meet the Gershon savings target for 2005/06.  We must report our final results in June 2006.  Currently it seems that only around 63% of our planned non-cash releasing savings may be achieved.  We are encouraging managers to improve this percentage and ensure that we meet our target.  Business Managers have been asked to identify any new projects or activities where non-cash releasing savings can be identified from 2005/06.

49. A working group of officers is to be set up to focus on this issue.  Currently it seems that around £4.6m of cash releasing savings might be identifiable from the 2006/07 budget proposals.  Up to £17m of other areas of spending needs to be reviewed to see if non-cash releasing savings can be reported.  Other work to establish the extent of non-cash releasing savings will start early this year.

Beyond 2006/07

50. The revised MTFP agreed by Cabinet in July 2005 assumes a Council Tax increase of 4.25% for 2007/08, an increase of 4.125% in 2008/09 and an increase of £4.0% in 2009/10.

51. A prudent approach has been taken towards forecasting the likely funding levels beyond 2006/07. The Service and Financial Planning supplementary report to the 20 December Cabinet highlighted that £8m of our funding was grant damping which would be at risk in future years. The Provisional Settlement gave us figures for two years.  We have assumed that the damping grant falls out after 2007/08 but because we will be on the ‘grant floor’ some safeguarding continues.  We have allowed for increases of 1% after 2008/09 in line with ODPM advice.

52. The forward years of the plan assume that efficiency savings from 2009/10 are £4.0m, in line with current AES targets.   The table below sets out the planned Council Tax increases for future years, efficiency savings targets and the sum available to allocate.  Potential pressures against the sum available to allocate have been identified and recorded in previous reports.  These are also set out in the table below.


2007/08
2008/09
2009/10
2010/11

Council Tax Increase
4.25%
4.125%
4.0%
4.0%

Efficiency Savings
£5.0m
£5.0m
£4.0m
£4.0m

Unallocated Sum
£8.9m
£7.4m
£8.4m
£8.7m

Potential Pressures
£2.4m
£2.0m



53. Potential Pressures in 2007/08 relate to £1.6m on the HOPS contract and £0.8m relating to debt restructuring.  Both of these have been identified and recorded in previous reports. If these pressures materialise the amount available to allocate for 2007/08 would be £6.5m.

54. It would be unwise to take all of the interest earned on capital for the full period 2006/07 – 2009/10.  If the interest on balances were returned to the capital programme in 2008/09 then the unallocated sum available in the budget would reduce to £5.4m, dependent on £5m of efficiencies.

55. For each of the future years the unallocated sum is dependent upon achieving the efficiency savings target, and achieving the ongoing efficiency savings will become progressively more challenging. If efficiency savings are not achieved the unallocated sum becomes £4.9m in 2007/08, £2.4m in 2008/09, £4.4m in 2009/10 and £4.4m in 2010/11.

Specific Grants

56. A schedule on the latest known position for grants is provided at Annex 5.  Information on the majority of grants has now been received.  Pressures have been built in for those areas where grant has fallen below expectations, and where the expenditure is planned to continue, although other pressures may arise on grants which have not yet been confirmed. 

57. At this stage, the total amount expected in grant in 2006/07 is £396.4m, an increase of £269.8m from the latest estimate for 2005/06. Of this £284.2m relates to the Dedicated Schools Grant (DSG), excluding the DSG there is an anticipated reduction of £14.4m.

Council Tax and Precept

58. Annex 6 provides council tax and precept calculations on the basis of the planned council tax increase of 4.375%.   The Annex also explains the current position with regard to the possibility of capping of  budgets of local authorities where the Secretary of State believes an increase to be excessive.

Virements

59. The Council is required in approving the budget each year to agree the in-year virements which the Cabinet is authorised to make.  The existing arrangements, last approved by Council in February 2005, are reproduced at Annex 7.  

PART 2 – CAPITAL PROGRAMME

60. The Council will be asked to approve a three-year capital programme (2006/07 to 2008/09) alongside the MTFP at its meeting on 14 February. This will be based on the current capital programme updated for projects approved as additions to the programme.

61. An updated capital programme will be reported to Cabinet on 7 February.  This will include the known resources available to fund the capital programme over the period 2006/07 to 2008/09. 

62. Council policy is to allow schools to produce a capital programme within the resources available, and for transport to produce a programme in line with the resources available under the Local Transport Plan.  Details of the capital settlements were included in the Service and Financial Planning supplementary report to the 20 December Cabinet.

63. For other services, consideration of schemes to be brought forward into the programme is made against the remaining resources available.  These schemes are identified within the Council’s Capital Strategy and Asset Management Plan.  The capital programme is expected to show a surplus of £1.9m by the end of 2008/09.

64. Priorities for capital funding have been identified by the directorates in line with the Asset Management Plan –these were set out in Annex 5 of the Service & Financial Planning report to the 20 December Cabinet.  These are summarised below:


£m

Children, Young People & Families

Social & Community Services

Environment & Economy

Community Safety
1.000

10.410

0.845

1.875

Total
14.130

65. There are two additional bids.  The Review of Property Assets report to the 20 December Cabinet indicated that there would be a need for capital funding for the implementation of that review.  Also, discussions with the Heritage Lottery Fund have concluded that the Council will need to make a further contribution towards the cost of the Museums Resource Centre at Standlake, making a total commitment of £1.270m.

66. The Capital Steering Group have considered the priorities summarised above and made their recommendations on which projects should be approved against the £1.9m allocation available. These are shown as follows:


£m

Contribution to Cherwell DC towards refurbishment & rebuilding of three joint use sports centres

Additional contribution for the provision of Older People’s Day Centre in Bicester ( total cost £0.275m)

Additional costs of ICT infrastructure phases 2 and 3 in Adult & Community Learning

Increase annual minor works budget for 2006/07 to £0.350m

Provision of a minor works budget for Cultural Services in 2006/07 

Increase annual minor works budget for 2007/08 to £0.350m

Provision of an annual minor works budget for 2008/09


1.000*

0.075

0.136

0.050

0.050

0.100

0.350

* Cabinet agreed on 20 December that this contribution would be capped at £1.493m plus interest for payments made in later years. This scheme will be included in the updated capital programme to be presented to Cabinet on 7 February. 
67. In considering the pressures on the revenue budget for 2006/07 and forward years, proposals have been made to transfer some costs currently accounted for in revenue to the capital programme where there is justification for this.  These proposals are as follows:  to recognise the full cost of capital work undertaken by Property Services; to approve the appointment of an additional post in Property Services to improve the delivery of the School’s capital programme; to capitalise the health and safety budgets for schools and the corporate property group; and finally, to charge one post in property services against the prudential schemes for backlog maintenance from 2006/07.

68. The table below sets out the implications for the capital programme.


2005/06

£000
2006/07

£000
2007/08

£000
2008/09

£000
2009/10

£000

Salary Recharges
100
121
121
121
121

Management of education capital programme

60
60
60
60

Capitalise health & safety budget –Corporate Property Group
50
269
388
512
583

Capitalise education health & safety budget 

230
230
230
230

Total
150
680
799
923
994

Cumulative costs
150
830
1,629
2,552
3,546

Recharge post to prudential schemes

30
30
30
30

69. The salary recharges from Property Services are allocated across directorates pro rata to capital spend on property.  Around £0.100m of this recharge will be charged to the schools capital programme on this basis.  Similarly the additional management costs of the Education capital programme and the capitalising of the Education Health & Safety budget may fall to be met from the schools capital programme.

70. Approximately 80% of the capitalised Property Health & Safety budget would be met from schools capital programme, leaving £0.244m to be met from unallocated capital resources up to 2008/09.

71. Of the £2.552m cumulative costs up to 2008/09 to be charged to the capital programme some £0.307m recharges will fall on the resources available for other services.  The balance of £2.245m will fall on the schools capital programme.  This will result in the deferment or deletion of schemes in the schools forward programme to maintain the schools programme in balance with the available resources.  The implication of the above decisions on the resources available for other services, as shown in paragraphs 67, are as follows:


£m

Available resources
1.900

Additional costs of Older People’s Day Centre

S&HC ICT Infrastructure – additional costs


Cultural Services – Minor Works Budget 2006/07

Provision of annual Minor Works Budget 2006/2007 to 2007/08

Property recharges to non schools capital
-0.075

-0.136

-0.050

-0.500

-0.307

Unallocated funding

0.832

It is recommended that this unallocated funding is retained to enable the Council to deal with any urgent capital needs that arise between now and the end of 2008/09.

Overall impact on the capital programme up to 2008/09

72. The schools programme is being asked to meet the costs of the contribution to Cherwell District Council of £1.493m and £2.245m recharges from the revenue budget.  A further £0.307m is being recharged to the non-schools capital programme. Additionally there is no inflation provision for the capital programme over the years 2006/07 to 2008/09. This is likely to add costs of over £1m annually to the programme which means that more schemes will need to be deferred or cut from the capital programme.  The decision over how to treat interest on balances needs careful consideration in light of the whole budget proposals for 2006/07 and the MTFP.  It would be prudent to add back the interest on Capital in 2008/09. This is estimated at £2m and referred to in paragraph 55 in the section beyond 2006/07.
Prudential Indicators

73. Council has to agree a series of Prudential Indicators each year as part of the budget setting process.  Prudential Borrowing gives the Council flexibility to take additional borrowing to fund its capital programme.  This additional borrowing is not supported through the Revenue Support Grant mechanism, so the costs fall on the revenue budget and hence the Council Tax.

74. The Prudential Indicators to be agreed are to ensure that the Council’s use of Prudential Borrowing are prudent and affordable. The Prudential Indicators will be finalised once the additional schemes to be included for other services have been agreed.  These schemes will impact on the Prudential Indicators. 

75. Annex 9 gives an explanation of the Prudential Indicators that Council will be asked to approve.

76. The Council’s policy on Prudential Borrowing is that this should generally be used to invest of save projects only. (Otherwise the revenue consequences of the borrowing will need to be positively justified as a policy change as an addition to the revenue budget.)

77. The Council agreed last February to investment of £25m to tackle part of the backlog maintenance on Council buildings.  Some 80% of this investment will be in schools and the remaining 20% in other Council buildings.  It is anticipated that schools will contribute on average 15% to the cost of works undertaken from their Devolved Formula Capital.  Overall some £3m is estimated as the contribution from schools.

78. The overall funding from Prudential Borrowing thus reduces to £22m (£25m-£3m) and the budget for strategic measures has been updated on this basis as referred to earlier in the report.  The additional revenue costs of this borrowing are offset by an equivalent reduction to the repair and maintenance budget referred to in paragraph 20 above.

79. The Council can take unsupported borrowing under the prudential guidelines to meet its capital priorities.  The Council policy is that it will support projects where the savings from the projects cover the additional borrowing costs over the medium term.

80. Other projects will be considered for funding under Prudential Guidelines subject to the approval of a robust business case demonstrating that the project meets the Council’s invest to save criteria.

RECOMMENDATIONS

81. The Cabinet is RECOMMENDED: 

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

(1) a budget for 2006/07;

(2) a Medium Term Financial Plan to 2010/11;

(3) a budget requirement for 2006/07;

(4) a precept for 2006/07;

(5) a Council Tax for Band D equivalent properties; and

virement arrangements to operate within the approved budget;

(b) (in respect of Capital) to RECOMMEND Council to approve: 

(1) a Capital Programme for 2006/07; and

(2) prudential indicators from April 2006.
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