ANNEX 1

CABINET - 16 DECEMBER 2008

SERVICE AND RESOURCE PLANNING 2009/10 – 2013/14

Report by Assistant Chief Executive & Chief Finance Officer 

Introduction

1. Since the publication of the main Service & Resource Planning report, further information relevant to the financial position of the Council has become available. This addenda sets out that information and the impact it has on the financial position for 2009/10 and the medium term.   

Taxbase

2. Draft taxbase figures, representing the number of properties Council Tax can be collected from, have now been received from all five District Councils. The figures are still subject to agreement by the relevant Councils committees but provide a fairly firm position for planning purposes. Based on the information received, the taxbase will be 240,915, a 0.38% increase from 2008/09. The report to Cabinet in November set out an assumed increase of 0.5%, increased from 0.25% in the September report. The Medium Term Financial Plan (MTFP) assumed an increase of 1.1% in line with housing growth forecasts in the Oxfordshire Structure Plan.

3. This change has an impact on the funding available to the Council and therefore impacts on the sum available to allocate. Compared to the position reported in November, a 0.38% provides a precept of £272.711m compared to £273.039m at 0.5%. This is a reduction in funding of £0.328m.   

4. Final taxbase figures will be confirmed by the District Councils in January. However, they are not expected to change from those now reported. 

5. Based on the latest information for 2009/10 and the expectation that growth in the economy and in housing is expected to be slow, assumptions for taxbase increases over the medium term have been revised. The revised increases and the impact on the funding are set out in the table below.

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

	% Increase MTFP
	1.10%
	1.10%
	1.10%
	1.10%

	% Increase Nov
	0.50%
	0.50%
	0.75%
	1.10%

	
	
	
	
	

	% Increase current
	0.38%
	0.50%
	0.50%
	0.75%

	£ change from Nov
	-£0.328m
	-£0.015m
	-£0.756m
	-£1.135m


Strategic Measures

6. On 4 December 2008, the Bank of England’s Monetary Policy Committee voted to reduce the Bank Rate by one percentage, from 3.0% to 2.0%, the lowest level since 1951. And with evidence that the economy is rapidly slowing, a further cut early in the New Year is expected.

7. The assumptions for interest earned on cash balances were revised over the medium term in November following the Bank Rate reduction to 3.0%. However, the further cut in December was more and quicker than the assumptions made and they have been revised further.  The table below sets out the updated position on the Strategic Measures budget over the medium term.  Some of the impacts of the reduction in Strategic Measures has been treated as one-off, and adjustments to both the one-off and ongoing funding on the sum available to allocate are shown at paragraph 10 

	
	2009/10

£m
	2010/11

£m
	2011/12

£m
	2012/13

£m

	MTFP – budget  £
	32.886
	33.948
	33.772
	35.211

	MTFP – bank rate %

	4.75%
	4.75%
	4.75%
	4.50%

	
	
	
	
	

	December – estimate £
	34.326
	35.214
	34.847
	35.861

	December – bank rate %
	1.75%
	2.00%
	2.75%
	3.25%

	
	
	
	
	

	Latest – estimate £
	35.066
	35.657
	35.573
	36.356

	Latest – bank rate %
	1.30%
	1.80%
	2.30%
	2.90%

	
	
	
	
	

	Change in budget from December £
	0.740
	0.443
	0.726
	0.495


Local Area Agreement Reward Grant

8. The September report set out assumptions around the amount of Performance Reward Grant (PRG) which might be received from the first Local Area Agreement (LAA1). Grant is expected in 2009/10 and 2010/11. The Public Service Board (PSB) previously agreed that 50% of the PRG achieved will be top sliced to support bids for new partnership projects to support priorities. The remaining 50% has been agreed to go directly to the partners delivering targets, according to specific formulae for each target. The estimate of grant payable to the Council (excluding schools) set out in the September report was £0.6m revenue grant received in two equal instalments during 2009/10 and 2010/11. 

9. The PSB are due to consider LAA1 Reward Grant at its meeting in January, but it is becoming clearer that not all the reward grant is likely to be achieved. In view of this it is felt prudent that the £0.3m one-off funding which was included in both 2009/10 and 2010/11 should not now be assumed to be available for general purposes, although the Council will still benefit from some of the grant through support for PSB priorities.  The future allocation of that grant can be dealt with later in the year once figures are more certain.

Revised Sum Available to Allocate to Council Priorities 

10. The impact of the above changes to the sum available to allocate over the medium term is set out below:

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

	
	one-

off
	on-

going
	one-off
	on-

going
	one-

off
	on-

going
	one-

off
	on-

going

	
	£m
	£m
	£m
	£m
	£m
	£m
	£m
	£m

	
	
	
	
	
	
	
	
	

	November Report (Per addenda) 
	7.9
	0.3
	-0.9
	4.6
	-0.4
	6.8
	0.0
	8.1

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	December Report
	8.3
	0.7
	-0.8
	4.6
	-0.4
	6.1
	0.0
	8.1

	Further changes to:
	
	
	
	
	
	
	
	

	Taxbase 
	
	-0.3
	
	
	
	-0.7
	
	-1.1

	Strategic Measures
	-0.3
	-0.5
	
	
	-0.3
	
	
	-0.1

	LAA1 Reward Grant
	-0.3
	
	-0.3
	
	
	
	
	

	December Report (addenda) 
	7.7
	-0.1
	-1.1
	4.6
	-0.7
	5.4
	0.0
	6.9


11. Taking into account the pressures and priorities set out in Annex 1 of the main report, and spreading available one-off funding over the medium term the current position is set out below:

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

	
	one-off
	on-

going
	one-off
	on-

going
	one-off
	on-

going
	one-

off
	on-going

	
	£m
	£m
	£m
	£m
	£m
	£m
	£m
	£m

	
	
	
	
	
	
	
	
	

	Revised Sum Available
	7.7
	-0.1
	-1.1
	4.6
	-0.7
	5.4
	0.0
	6.9

	
	
	
	
	
	
	
	
	

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

	(Shortfall)/Surplus
	5.3
	-3.1
	-4.1
	2.3
	-2.0
	-6.0
	-1.0
	1.9

	Spread the use of one-off funding over the medium term
	-5.3
	
	4.1
	
	1.2
	
	
	

	(Shortfall)/Surplus
	0.0
	-3.1
	0.0
	2.3
	-0.8
	-6.0
	-1.0
	1.9


Inflation

12. In November, the Monetary Policy Committee noted that the outlook for inflation had deteriorated and that the Consumer Price Index (CPI) was set to fall sharply. The risk of inflation being below the government’s target of 2.0% had increased substantially which led to the reduction in the Bank Rate to 3.0%. Since then the Bank Rate has reduced further, and the prospect of deflation is becoming more of a possibility.

13. The current assumptions for inflation are for 2.5% in pay, 2.0% on non-pay, 3.0% on contracts and 4.0% on fees and charges. Based on these assumptions, the estimated cost of the increases in 2009/10 is £8.4m. This includes approximately £11m for pay; £11m for non pay; -£15.3m for income (including income on grants); and £1.6m for additional contract inflation.

14. Savings could be allocated across the board on the basis that it is now unlikely, that costs will be as high as currently provided for.  The net reduction shown in the table below assumes that the pay award is reduced by 0.75% to 1.75%; that non-pay budgets including income are reduced by 1% to 1% for expenditure and other income. 

15. It could be assumed that fees and charges are kept at the rate proposed in Annex 4 of the main report, as work has been undertaken to ensure they are consistent with the corporate charging policy (Annex 4a of main report).  The increase of 3% for contract inflation would need to be unchanged at 3%, as some directorates have proposed savings already on these figures.

16. The risk to reducing the pay inflation provision will be council wide if the level of pay award ends up higher. If it doesn’t then there will be no impact on services. The challenge in the non-pay inflation option is in deliverability if the costs of services are being fixed now for next year at higher inflation levels (where specific provision is not already proposed as with street lighting and energy for properties).  

17. The table below sets out the impact across directorates.

	Reduction based on
	Children, Young People & Families
	Social & Community Services
	Environment & Economy
	Community Safety & Shared Services
	Corporate Core
	Total

	
	£m
	£m
	£m
	£m
	£m
	£m

	1.0% reduction on non-pay *
	-0.302
	-0.134
	-0.133
	-0.080
	0.072 

	-0.577

	0.75% reduction on pay
	-0.870
	-0.429
	-0.138
	-0.235
	-0.130
	-1.802

	TOTAL
	-1.172
	-0.563
	-0.271
	-0.315
	-0.058
	-2.379


* including contract inflation and fees and charges

18. The impact of these inflation reductions in future years will be included in the next report to Cabinet.

Conclusion

19. A further report to Cabinet in January 2009 will update the financial position further.  Whilst the on-going funding for 2009/10 is now fairly certain, information on the Council’s share of the Collection Fund surpluses or deficits will not be known until mid January.

RECOMMENDATION

20. The Cabinet is RECOMMENDED to:

(a) note the latest financial position; and
(b) consider the option of reducing the inflation provision in the budget for 2009/10 to provide savings.
SUE SCANE

Assistant Chief Executive & Chief Finance Officer

Background Paper:
Nil

Contact Officers: 
Sue Scane - Assistant Chief Executive & Chief Finance Officer
Lorna Baxter – Assistant Head of Finance (Corporate Finance) Tel. 01865 816087

12 December 2008

� Represents average return rate for the year – may not match bank rate


� Non-pay budgets are mainly for income therefore inflation adjustments have the opposite effect.  





