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Service and Resource Planning 2008/09 – 2012/13 

Commentary on the budget 2008/09 – 2012/13 

by Assistant Chief Executive & Chief Finance Officer

Introduction
1. This report sets out my commentary on the Council’s financial position overall including the adequacy of reserves and balances.  It also comments on the Cabinet (part 1), opposition and the Labour group (parts 2 and 3) Service and Resource Planning 2008/09 –2012/13 proposals.  The commentary commences with an analysis of the risks for each Directorate and each of the parts 1 to 3 discusses how the risks have been mitigated. My commentary on the Green Group’s proposals will follow separately.
My supplementary report to Council sets out finalised information on the taxbase, collection fund surpluses and the final Local Government Settlement providing a confirmed position on the funding available to the authority for 2008/09.

2. This commentary takes account of information provided in my supplementary report and the latest budget monitoring information which will be presented to the meeting of the Cabinet on 19 February 2008.  My commentary fulfils the requirement of Section 25 of the Local Government Act 2003.
3. In this commentary I have considered the robustness of the Directorate and cross council estimates based on the outturn position for 2006/07, the forecast in year for 2007/08 and priorities for 2008/09 - 2012/13, plus the risks and opportunities throughout the budget.  I have also considered the estimates for strategic measures and the capital programme, how the budget and Medium Term Financial Plan (MTFP) address the priorities of the Council and the robustness of the MTFP in future years.  
Overall Budget Position and Associated Risks

4. A systematic and formalised evidence based approach to assessing risk relating to the budget was constructed last year and has been reapplied this year.  The outcome from the updated assessment was set out in the Service & Resource Planning Report to Cabinet in December 2007.  The assessment deemed balances of £11.5m are appropriate. The assessment took into account the current performance of the 2007/08 budget plus the high and medium risk proposals for savings and reprioritisations identified in relation to the 2008/09 budget (set out in Annex 3 to the main report). 

Strategic Measures

5. When the Council set the budget for 2007/08 the base rate had just risen to 5.25% but was expected to drop back later in the year.  Borrowing was built into the budget at 4.6%.  During the year the base rate continued to rise before dropping back slightly in December, which has contributed to increased revenue from interest in 2007/08.  Market predictions continue to be uncertain on how long rates will remain at their current levels but the expectation is they will continue to fall slowly over the next couple of years.  Our investment advisers Sector have been predicting a 5.25% base rate for the whole of 2008/09, although as evidence mounts that the UK economy may be faltering, it is highly probable that the Bank of England’s Monetary Policy Committee will reduce the base rate in February. The decision on how much and how quickly the rate should fall by will be key.  The MTFP assumes an average 5% annual rate in 2008/09 any difference in the actual rate would have an impact on the amount of interest earned.  Each 0.25% reduction in base rate would result in a loss of interest earned of £0.3m
.  To be prudent some of this risk is allowed for in the £11.5m of balances required for 2008/09.

6. Our budget assumptions for borrowing over the long term (25 to 50 years) remain robust as the budget allows for borrowing at 4.6% and the current PWLB rates, after the recent bank base rate decrease are 4.65% for 25 years and 4.55% for 50 years.
Balances

7. The table below sets out for each Directorate what is considered prudent to hold in balances for identified risks.  This reflects the £11.5m deemed appropriate to the 2008/09 budget. The table also sets out the position based on the 2007/08 budget. In practise the ongoing level of balances will be re-evaluated each year, based on the actual year-end position, the performance of the budget in year and the latest risk assessment available. 

	
	2007/08

£m
	2008/09

£m

	
	
	

	Children, Young People & Families
	3.1
	3.7

	Social & Community Services
	4.1
	3.6

	Environment & Economy
	0.8
	1.0

	Community Safety
	0.4
	0.4

	Corporate Core
	0.2
	0.4

	Strategic Measures
	0.3
	0.3

	Weather Related Risk
	1.0
	2.0

	Total 
	9.9
	11.5

	
	
	


8. The position on balances to December 2007 is £21.057m (set out in the Financial Monitoring Report to Cabinet in February). Drawdown from balances in 2007/08 currently totals £1.5m which includes £1.1m relating to the July 2007 floods. The likely level of drawdown in 2007/08 was originally estimated to be around £2m. However the estimate was increased to £4m during 2007/08 as the scale of the pressure on Unaccompanied Asylum Seeker Children (UASC) grew and we suffered the summer floods. Whilst the level of pressure from the UASC is receding, there is a possibility that there could be further flooding before the year-end or snow, which may result in further calls on balances before the year-end. If further costs are incurred relating to major flooding before the end of the financial year, it may be possible for the Council to claim under the Government’s Bellwin scheme if those costs count as eligible expenditure and take us above our threshold when added to the eligible costs from July 2007.  Other than the risk of further weather related costs, the performance of the Directorates so far this year is in line with budgets, with a forecast of only a 0.04% (£0.140m) variation.  

9. There is uncertainty over the year-end position of balances due to the timing of the settlement of the outstanding Asylum seeker funding review.  If this remains unresolved, additional balances will need to be held for use in 2008/09.  The other element relates to the final position for 2007/08 for the Baxter Index, which it used to calculate interest on developer contributions.  This currently appears to be much lower than anticipated, but the February figures, which will be used to calculate payments has not yet been announced.  This could increase the year-end balances position, but it is not prudent to change the current assumptions.

10. Whilst there is now a clear understanding of the need for strict budgetary control in year I have still assessed the future likely level of drawdown to be around £2m, given the growing risks associated with the weather, and other areas of change, particularly around the economy and strategic measures.  There is less likelihood of there being additional monies added to balances in year from strategic measures in 2008/09 because of the revision in the budget assumptions set out in paragraph 6 above.
Reserves

11. The Service & Resource Planning Report to Cabinet in December 2007 set out the position on earmarked reserves at 31 March 2007 and the expected position at both 31 March 2008 and 31 March 2009.  A reserve was created during 2006/07 to deal with the need for emergency funding for Social & Community Services arising from Health totalling £1m.  This had only limited drawn down in 2006/07 and is not expected to be needed in 2007/08.  It has been proposed that the balance on this reserve is transferred back to balances, and made available as part of the additional one off funding for investment in Social and Community Services.

12. A reserve for Pensions was also created in 2006/07 with an initial sum of £0.75m and £1.5m added in 2007/08.  On-going funding of £2.1m was built into the MTFP from 2008/09 to mitigate the likely increase in employers contributions following the tri-annual valuation in the autumn of 2007 and any impacts arising from the introduction of the New-Look Local Government Pension Scheme (LGPS) from April 2008.  Following the outcome of the tri-annual review it was found that more than sufficient funds were available in the adjusted base budget, and it is proposed that the Reserve would be returned to Balances and closed.
13. A review was undertaken of the Insurance reserve, and it is proposed that an additional £0.750m should be added to it from Balances.
14. I am satisfied that these and the other reserves held have appropriate balances to meet the identified needs.

Inflation

15. Inflationary increases allowed for in the MTFP are 2.5% for employee inflation and 2% for all other non-pay services.  Contracts are allowed for at 3%.  Previously agreed policy plans for above average inflation have been allowed for 2008/09 in the following areas:  £1.344m in Social & Community Services and £0.108m for Public Transport in Environment & Economy.

16. Environment & Economy have identified that the previous agreed funding for inflationary pressures of £0.350m relating to Street Lighting energy is no longer required from 2008/09 due to rates being negotiated which were less than anticipated. 

17. Social & Community Services are proposing to reallocate most of their previously agreed policy plan for above average inflation to meet their internal pressures.,   In total £1.234m is being diverted from above average and contract inflation to fund other areas of pressure.  This may be difficult to deliver although the Directorate has been successful in containing inflation on residential and nursing care in 2007/08 and it has been classified as a low risk saving by the Director.  The situation will be closely monitored in year.

18. The Consumer Price Index (CPI) in December was 2.1% unchanged from November.  The Bank of England decreased the Bank Base Rate by 0.25% to 5.5% in December 2007 in order to steady the economy and maintain the Government’s target of 2% inflation over the medium term.  The allocation for non-pay inflation in 2008/09 seems reasonable so long as the targets for inflation remain on course.  The Green Book pay settlement was 2.475% for 2007/08 and the Government has stated that they will maintain the discipline of low overall settlements in 2008.   The Teachers pay award, which is often the highest of the pay bodies within the County Council, has already been agreed for the next three years at 2.45% from September 2008; 2.3% from September 2009 and 2010. A recent survey of Fire Authorities shows that allowances are being made for a 2.5% increase in firefighters pay for 2008/09. This suggests that the allocation for inflation relating to pay appears reasonable and adequate.  

19. The MTFP includes inflation in future years at same levels as those in 2008/09, i.e. 2.5% for pay, 2.0% for non-pay and 3.0% for contracts.  If the inflation provision in future years proves to be insufficient this will need to be considered as a call against the sum available to allocate.  If the provision is more than the pay award then a decision will be needed on whether any excess is returned to balances or maintained by Directorates.  A 0.5% variance on the pay budget (excluding the Dedicated Schools Grant) would represent £0.7m.

Savings target

20. The MTFP for 2007/08 to 2011/12 includes planned efficiencies and savings for each year up to 2010/11. Directors and Heads of Service were issued with their share of the savings target over the four years in May 2006 to enable them to consider how they can be achieved over the medium term as part of their business plans through the 2007/08 Service & Resource Planning process. The savings target enabled a headroom to be created in the budget, thereby allowing resources to be reallocated to priority areas. The savings were agreed by Council in February 2007 and total £4.423m for 2008/09, £3.753m for 2009/10 and £3.798m for 2010/11. Planned savings were reviewed as part of the 2008/09 Service & Resource Planning process, and where they were deemed no longer achievable, they have been restated as pressures met by compensating new savings in Annex 3. In order to increase the headroom in the budget over the medium term, the County Council Management Team and the Cabinet agreed to increase the target by £1m in 2009/10 and 2010/11 and set a target of £5m in 2011/12. 

21. The achievement of efficiencies proposed as part of the 2007/08 budget are currently being monitored monthly through the Financial Monitoring Reports, and this process will continue.  This has identified some areas where proposed savings have not yet been achieved and these shortfalls in savings will need to be replaced in the 2008/09 and forward years budgets.  Some of these savings will contribute to the cash savings element of the Annual Efficiency Statement (AES), which has been reported to Communities and Local Government (CLG) as part of the ‘Gershon’ savings requirements. Although Fire efficiencies are reported separately to government the overall figure is inclusive in internal reports. However, some of the total savings, such as increased charges will not be allowed against that requirement, although other non-cash releasing savings will also be identified.  

22. The Government, as part of the 2007 Comprehensive Spending Review, set an increased efficiency savings target of 3% for local government, all of which will need to be cashable. This equates to around £10m per year for Oxfordshire. Whilst we have achieved high levels of efficiency savings in the past, achieving a much higher target having already achieved significant savings will be a challenge.
Capital Programme

23. Council policy has been to allow schools and transport to spend resources available to them. However, this year the government made significant switches to the assumptions built into the MTFP between capital grants and borrowing allocations for Transport.  The Cabinet determined that to undertake this level of additional borrowing would not be achievable with available resources.  The impact of this is to reduce the Transport Capital programme over three years by £6.5m.

24. For other services, schemes have been funded through use of capital receipts and the small capital grants and borrowing allocations for Fire and Personal Social Services.  The Service & Resource Planning Report to Cabinet in January 2008 set out the estimated unmet capital needs for non schools and non transport of around £50m.  The Corporate Asset Management Plan sets out a target to have 90% of the Council’s property fit for purpose by 2015. 

25. In order to address this unmet need, I proposed that the use of prudential borrowing should be considered at a sum that is affordable in terms of the Council Tax, and deliverable in terms of programmed works. I will be reviewing the performance of the programme to ensure that effective management plans are in place.  This has been taken on board by each of the political parties and the implications of these proposals are discussed in the subsequent parts of this report.

Directorate Risks 

26. The areas of risk in the underlying budget for 2008/09, based on the performance set out in the monitoring reports for 2007/08 and the outturn for 2006/07 are set out below.  The impacts of the proposals for each of the groups are discussed in the separate section 1 – 4.
Children, Young People and Families (CYP&F)

27. 2008/09 will be the third year schools will be funded via the Dedicated Schools Grant (DSG).  Schools were informed of their provisional allocation for 2008/09 in November 2007 along with draft figures for the next two years. The introduction of the DSG has removed much of the discretion from Local Government for Schools funding.  It has however provided, subject to confirmation of pupil numbers from the Pupil Level Annual Schools Census (PLASC) in January, a 4.3% increase in funding per pupil for 2008/09, 4.7% for 2009/10 and 5.3% in 2010/11.  The Minimum Funding Guarantee for the next three years has been set at 2.1% for all schools, although this is the first time that it has been set at a level which is below the cost pressures, with additional funding being left to Ministerial discretion.  

28. When the DSG was introduced the Council agreed that any shortfalls on School and school related expenditure would need to be met within the DSG, either in year, or carried forward and met from the following years grant.  This position means that the DSG funded areas, who have received higher levels of funding in the past few years than the rest of the Council, will not receive any subsidisation from the General Fund.

The major areas of risk relate to:

(a) Children Looked After, 

(b) Unaccompanied Asylum Seeker Children

(c) Post 16 Special Educational Needs provision

(d) Home to School Transport

(e) Quest Cleaning/Food With Thought

(f) Schools Capital

(a)
Children Looked After
29. There are a number of aspects to the risk around this area.  An external review of children’s social care in Oxfordshire was undertaken during 2006 concentrating on reviewing Placement Matters, Oxfordshire’s strategy adopted in May 2005.  The review identified that the authority was a high performer despite being one of the lowest funded authorities.  The review also highlighted a number of significant concerns about the assumptions contained within the original placement matters strategy with recommendations on how they could be addressed.  The review recommended that a realistic budget should be set for 2007/08 recognising past overspends, future activity and new statutory and legal requirements.

30. The external review undertaken in 2006/07 identified the cost of agency placements going forward to remain at around £1m more than the budget although the establishment and extension of preventative work should enable this to be reduced over time.  Additional funding, in line with the 2006/07 overspend to December 2006, was added to the 2007/08 budget from a combination of General Funds and the DSG, totalling £1.2m.  However, the level of overspend increased further by the year end and efficiency savings of £0.627m were removed from the budget as outlined in the placement matters strategy, this results in a net increase to the budget of £0.573m.

31. There has also been a significant and unusual increase in the number of placements needed for infants and mothers with babies and a consequent rise in the number of placements made in the independent sector as Oxfordshire does not have sufficient local carers to meet the current demands. 

32. There remains a high risk in this area which the net investment 2006/07 and 2007/08 has not fully addressed.  The latest position shows continuing overspending of £0.2m.  This is offset in 2008/09 by a further contribution from the DSG, so this budget should be robust in 2008/09, although it is recognised that it is hard to control and is very dependent on the numbers of children being presented.

(b)
Unaccompanied Asylum Seeker children 
33. The grant for this area comes for two different agencies the Department of Children, Schools and Families (DCSF) funding relates to over 18s for responsibilities under leaving care and the Border Immigration Agency (BIA) for under 18s.
34. There are a number of issues around unaccompanied asylum seeking children (UASCs) who are over 18 and to whom the Council has a responsibility to provide support under the Children (Leaving Care) Act.  The 2007/08 Financial Monitoring report to December 2007 showed an expected overspend of £0.652m, of which £0.411m is in relation to the overestimation of grant funding from 2005/06 which arose as a result of changes that the then Department for Education and Skills (DfES) made to grant funding.  It was agreed last year that this will need to be met from balances.  The DCSF grant for 2006-07 has now been confirmed as £0.338m, which is only £0.004m less than that assumed in the Statement of Accounts for 2006/07. The timetable for this grant has been brought forward for 2007/08 with an interim claim now due for 25 January 2008 and the final claim due on 28 March 2008.
35. Other issues in relation to asylum seekers are the costs of former UASC’s over 18 who have exhausted all appeal rights, to whom the Council is obliged to support and the difficulties in reducing support costs to match the grant provided to support a reduced number of new arrivals.  Work is continuing to reconfigure this service based on a structure that can more closely be sustained by the likely grant levels. However, the level of support required is not adequately reflected in the grant payment regime.  The BIA has stated that it will consider “special representation” claims where authorities can show that their costs exceed their standard unit costs.  Oxfordshire’s claim for 2006/07 was submitted in July 2007. Outcomes were expected in December but are still awaited.  With regard to 2007/08 an independent audit of Oxfordshire’s costs – linked to the lobbying exercise was undertaken in January 2008.  

36. In addition to agency placements and asylum seekers, there are a number of areas within the Early Years & Family Support Service where pressures are being identified in 2007/08 and which when taken together remain a risk which still needs to be managed.  Of these, children’s homes and legal charges are the largest and are being managed through action plans. 

(c)
Post 16 Special Educational Needs

37. The Cabinet at its January 2008 meeting agreed to formal consultation on changing the age ranges at some or all of its Special Schools.  The funding for this provision rests with the Learning and Skills Council (LSC), and they have tentatively agreed to provide a one off sum of £1.3m over the period April 2008 to August 2009.  After that a new funding regime will apply and, moreover, statutory responsibilities will transfer from the LSC to the local authorities in 2010/11. The new regime will bring funding for pupils with learning difficulties and disabilities into line with that of all other 16-19 provision.

38. Whilst the Council has already made some future funding available for this provision, there are risks around the scale of the provision required, and the potential for gaps in provision between August 2009 and the transfer of budgets from the LSC as their financial year runs from September rather than April.

(d)
Home to School Transport

39. The budgets for Home to School Transport have been assessed as high risk for a number of years, due to the abnormal inflation increases in costs, the cycle of re-tendering, and the demand led issues.  Additional funds were put into the budget in 2007/08 in recognition of increasing costs, however, these increases have not materialised, and the proactive management of the tendering process has meant that the service is expecting to underspend in 2007/08 which has enabled the write off of the transport day’s variation.  It has therefore been possible to reduce the proposed increases for 2008/09 by £0.7m.

40. The budget area is still subject to significant changes, and one element of this is the requirement to produce a Sustainable School Travel Strategy (SSTS).   The broader aims of the new requirement are in terms of tackling social exclusion in access to education (and educational attainment), by reducing the impact of transport as a barrier to parents from low-income groups wishing to exercise their choice of school (through increasing entitlements to free school transport for these groups).  The contribution school journeys make to addressing other issues, in particular health and obesity, climate change, congestion and accidents, is also covered.  Some of the transport implications of these are yet to be fully understood, for example the increase in schools transport that may arise from parents exercising rights based on these revised entitlements.  
41. Whilst this has yet to be quantified, there is a risk that it will require amendment to the current budget provision.  As such it is an area which will need close monitoring.
(e)
Quest Cleaning/Food with Thought

42. The service delivery part of the Quest brand operates Quest Cleaning and Food with Thought.  Both of these areas have been subject to review.  Quest Cleaning as part of a broader review of the Council’s Facilities Management, and Food with Thought is still being closely monitored following the production of a business plan aimed at bringing it back to a breakeven position in 2006/07.  

43. The latest results for Food with Thought are a projected surplus of £0.02m for the 2007/08 financial year.  However, this includes income of £0.540m from the targeted schools meals grant and a contribution of £0.109m from the Quest cleaning function towards overhead recovery. The inter-relationship between Food with Thought and Quest Cleaning relates to the management overheads.  If the outcome of the Facilities Management review suggests that Quest Cleaning is incorporated into a broader Facilities structure, then this will put further pressure onto the Catering arm.

44. The new Schools Lunch grant will be available from April 2008 until March 2011. This new grant replaces the Targeted School Meal Grant (5a) and School Meals Grant (5b) and has new rules governing its use. One of the conditions is that the allocation methodology is reviewed by the Schools Forum. At the meeting held on the 31 January 2008, the Schools Forum voted to reduce the central allocation by £0.100m. This reduction represents a major challenge to the service in terms of operating in a breakeven position. 

45. The issues above make this area a significant risk for 2008/09, which will need to be kept under close monitoring. 

(f)
Schools Capital Programme 

46. The delivery of the Schools Capital Programme is complex, and affected by a number of issues.  It has been recognised that the original programme has not always been delivered in full within the year, and work has been undertaken to improve this.  The programme for 2006/07 was originally set at £68.815m but outturned at £41.279m.  For 2007/08, the programme was set at £66.534m, and is currently estimating an end year position of £54.091m.  

47. The proposed programme for 2008/09 is £61.710m. This level of expenditure includes £4m of flexibility around childcare & children centres grant, £3m of ICT grant and £10m of devolved formula 2008/09 allocations to schools which will probably not be required in this year as the schools will utilise their carried forward capital funds which is estimated to be £9m.

Social & Community Services (S&CS)

The major areas of risk in Social & Community Services relate to:
(a) Social care for adults
(b) Learning Disabilities Pooled budget

(c) Business Support, and

Adult Learning Services

(a)
Social care for adults

48. The budget for social care comprises two elements, a direct revenue provision and the budget pooled with the Primary Care Trust.  These both need to be considered together.  The direct revenue provision is forecast to underspend by around £0.133m this year.  However, there have been a number of areas of pressure which have been managed in year by the flexibility provided by the remaining internal contingency of £0.348m.  There is a forecast underspend on the contribution to the older people and physical disabilities pooled budget of around £0.665m mainly arising from increased numbers of clients exceeding the threshold payment, and the additional income from those who are already above it.  Further underspending currently estimated at £0.307m has arisen in the Integrated Care Team Service due to difficulties with recruitment.

49. The fairer charging income budget was highlighted as a risk area in both the2006/07 and 2007/08 budgets, and in December 2007 it was again not on target by £0.110m, even though a permanent virement of £0.5m had been made to this budget. However, this should improve the position for the subsequent years.

50. There has also been growing pressure in the External Home Support budgets (£0.7m), where additional resources have been deployed to reduce the number of people waiting for care packages in hospitals.  The Financial Monitoring report also noted that £0.120m of this overspend relates to expenditure on care and support costs (including housing) for failed asylum seekers which is a statutory duty.

51. Oxfordshire, along with all other Social Care authorities has recognised that there is significant demographic pressure relating to older people over the medium term.  Whilst we have made representation to Government, it is not reflected in the below inflation Local Government Settlement received by this Council.  Between 2008 and 2016, the over 65 population is expected to increase by 9%.  The over 85 population is expected to increase by 24% (5,500 people) over this period and one in four people in this age group will require a level of intensive support from the social and health care system.  In 2006/07 intensive support was required for 3000 people and this is expected to rise to 3270, a 9% increase by 2011.  Furthermore, 12% of people over the age of 65 are defined as carers. 

52. Social and Community Services are continuing to undertake a series of major reviews of the options for the further development of services for older people.  These reviews will aim to better meet the needs of older people through earlier intervention, prevention, greater use of home support and day care services along with a move away from residential beds towards specialised nursing, dementia care and supported living.   These reviews will remain a fundamental part of the budget plans for future years.  

53. The Older People and Physical Disabilities Pool is also showing an underspend in excess of £1m at present.  This has arisen through increased mortality rates and savings on the block contract.   A number of measures are being taken to reduce this, including the use of transitional beds to help reduce delayed transfers of care, and speeding up the assessment process.  There will be impacts into 2008/09 for which the underspend in the current year will be required.  Given the scale of the pooled budgets it will remain a high risk.

54. A series of further risks have been identified around the Pool and Social Care funding in general.  The key ones currently are the Green Paper on the funding of social care, our dependency on informal carers, changes in public health and any deterioration in our current good working relationship with the local health sector.
(b)
Learning disabilities pooled budget
55. In its first year of operation, the Learning Disabilities pool was very close to breaking even, however in 2007/08 it appears to be heading towards a far higher underlying overspend approaching £1m, although this is likely to be offset in year by an increased contribution to the pool by the Primary Care Trust.  The reasons for the overspend reflect increased activity, however some of this will be offset in future years by additional income from the Independent Living Fund.  There are also significant demographic pressures highlighted for learning disabilities in the medium term.  Due to medical advances, there is an increased life expectancy of clients with learning disabilities and these clients will require support throughout this longer life.  The number of new clients and clients with increasing needs is expected to increase by 8.75% in the next few years The biggest increase will be the in the over 65’s where the number is expected to grow by at least 52% by 2012/13. This budget remains a significant risk, which will need close monitoring.
(c)
Business Support

56. An overspend is anticipated in Business Support of £0.375m, although this will be managed within the Directorate from additional income.  The overspend has arisen due to a variety of project related additional costs and some base budget shortfalls which have been addressed in Annex 3.  There is currently a Directorate restructuring which will impact on this area, which is to be renamed as Strategy and Transformation, and will need to be monitored in 2008/09.

(d)
Adult Learning Service
57. Whilst the 20007/08 Monitoring report to December is not showing an overspend, there is an underlying income shortfall (mainly associated with contracts to provide training to partner organisations, including this Council) which continue to create a pressure in this budget.  The pressures currently identified are £0.492m, and whilst management action will be taken where possible, the assumption in that report are that any shortfall will taken from the Services Reserve at the year-end.  The Reserve started the year with a balance of £0.656m; however this is not a sustainable position, and further actions will be required.

58. A further pressure in 2008/09 is the requirement to repay £0.101m to balances for the overspend in 2006/07 which is still outstanding.  This again shows that there are risks in this area which will need close review.

Environment & Economy (E&E)

59. Whilst the E&E Budget performance in 2007/08 is generally well controlled, with some minor underspending in each area, although slightly more significant in Property, it does contain one of the most significant areas of future risk to the Council over the medium term, waste management.  

Waste Management
60. The Council has to meet obligations to reduce the volumes of biodegradable municipal wastes being landfilled.  There is a reducing allowance each year, under the Landfill Allowance Trading Scheme (LATS). If actual volumes exceed these allowances, then allowances need to be bought from other authorities or a fine paid of up to £150 per excess tonne.  In order to meet its obligations the Council is in the process of procuring new treatment capacity, which is likely to be more expensive than landfill (even after allowing for budgeted increases in landfill tax and reductions in the level of waste arising).  Sums were included within the MTFP for the procurement costs of £0.2m in 2007/08 and these have only been partially used, and will need to carry forward to complete the project.  

61. In addition, significant sums were built in previously to the MTFP for future years (£1.6m in 2009/10 rising to £3.8m in 2010/11) on a provisional basis to cover the risks of treatment costs being higher and/or LATS allowances needing to be bought.  Proposals are made for the 2008/09 budget to add to these costs, partly due to further increases in Landfill Tax (£0.56m in 2008/09; £1.01m in 2009/10; £2.26m in 2010/10 rising to £2.35m 2012/13).  Additionally it is believed that the amounts already set aside for the LATS fines may not be sufficient, and further funding has been requested for 2011/12 and 2012/13.

Energy Costs 

62. When the 2007/08 budget was constructed it was on the basis that energy costs had risen steeply, with the biggest increase for the authority being in electricity prices relating to the street lighting.  Additional funding of £0.350m was included in the 2007/08 budget for this abnormal inflation, however, the usage and costs did not reach the levels expected, and proposals are now in place which will reduce these budgets.  However, this area will remain one of high risk, as international pressures influence energy prices and will need close review.

Transport

63. There has been some reported underspending within Oxfordshire Highways, but this is offset by similar levels of overspending else where in the Service Area.  The total variation is very small at 0.4% on a budget in excess of £33m.

Property

64. The revenue budget for property shows a projected underspend for 2007/08 of £0.437m, although £0.120m of this relates to the Castle Mound Project, which will not be completed now until into the 2008/09 year.  Given the linkage between property services and the delivery of both the schools and the property elements of the non-schools non-transport programme, close monitoring will need to be maintained to ensure that the slippage in the capital programme is address through better planning and more accurate assessments of the schedules for delivery.

Community Safety and Shared Services (CS)

65. For the Fire and Rescue Service in 2007/08, with the exception of costs relating to flooding which have been met centrally on a one-off basis from balances, the remaining expenditure is within budget.  There is under spending of just over £0.1m on projects relating to Fire Control and an IT Personnel system, both of which will require to carry forward into 2008/09.  

66. The Trading Standards service is also expecting to underspend in 2007/08 by £0.1m due to difficulties in recruiting, but have already commitments for which they wish to carry forward the resources.

67. The Shared Services project is nearing completion, with the move of the majority of the finance staff recently completed.  The final staff transfers for the income team is due to happen in February.  The ongoing budget for the operational centre has now been established through transfers in 2007/08.  Expenditure on the initial project has been slower than expected, but is still anticipated to be required to deliver further development of the processes within the centre. 

Corporate Core (CC)

68. The Corporate Core consists of twelve units which, with the exception of ICT, are fairly small.  There has been considerable change in some parts of the Directorate, particularly the transfers from Corporate HR&OD and Financial Accounting to Shared Services.  The financial position to December 2007 shows a small underspend of £0.072m, although this made up of a number of over and underspending positions.

69. The most significant area of overspending relates to the Print and Design Unit, which has been the subject of review and market testing during the year.  It is currently predicting an overspend of £0.130m, although this is additional to the overspending in the Communications budget of £0.050m.  This area remains a significant risk, especially as the options surrounding the Print unit are likely to have costs associated with achieving them.

70. The two areas with the greatest underspends are Management and Administration (£0.100m) and Financial Services and Procurement (£0.112m).  The former relates primarily to project funding which will be required to be carried forward for completion in 2008/09; and the latter to staffing budgets which have been held vacant pending the restructuring around the move to Shared Services and reductions in the costs of banking.  Neither of these areas are ongoing risks. A balance of £0.320m is expected on the SAP Revitalisation Project budget.   This will be carried forward to contribute to the funding of further SAP development work.

Future Years Sum Available to Allocate

71. The sum available to allocate beyond 2008/09 is set out in the table below.  The sum is dependant on the savings already included in the MTFP being achieved, plus those proposed as part of this years’ Service & Resource Planning process. 

72. Although the Directorate priorities and pressures set out in Annex 3 are balanced by savings and reprioritisations, in some cases specific proposals to meet these pressures have not yet been identified. My advice therefore is that some of the on-going funding in each year beyond 2008/09 is left to be allocated in subsequent years, when the savings have been identified and the extent of the pressures known. 

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

	Savings in current MTFP
	3.8
	3.8
	0
	N/A

	Further Savings targets 
	1.0
	1.0
	5.0
	5.0

	Total Savings 
	4.8
	4.8
	5.0
	5.0

	
	
	
	
	

	Sum Available 
	5.8
	5.8
	10.9
	10.8


One-off funding  

73. One-off funding will be available as part of the 2008/09 budget.  The one-off funding should be used towards funding one-off projects either in 2008/09 or put into the Budget Reserve for use in a subsequent year.  The table below sets out the sources and estimates of one-off income for 2008/09.   

	Funding source
	Total £m 

	
	

	Sum in current MTFP:
	0.554

	
	

	Shortfall on Collection Fund surpluses 
	-0.449

	
	

	Use of balances:
	4.500

	
	

	Use of reserves
	2.360

	
	

	Strategic Measures – additional interest 
	0.852

	
	

	Total One-off Funding
	7.817


Whilst the one-off sum available in 2008/09 is £7.817m, my advice is that some is maintained for use in a latter year for one-off purposes when the available resources are more limited.

Summary of key risks

74. The above sets out the key areas of risk which will need to be considered in the budget proposals and carefully managed, but may still lead to pressures in 2008/09 and beyond which could require calls on balances.  Allowance has been built into the MTFP for the use of £2.0m per year but any calls over and above this will need to be restricted or repaid. 

Part 1 – Cabinet’s Budget Proposals

Overview
75. The Cabinet’s budget proposals are based on the Council priorities of low taxes, real choice, value for money and the manifesto commitment to reduce the rate of increase in council tax over the four years of this Council (to 2009/10).  The Cabinet achieved its original proposals to reduce the rate of increase to 4% by 2009/10 two years early in 2007/08.  The current proposal reduces the Council tax increase further from 4.0% to 3.875% in 2008/09 and maintains that rate of increase for future years.  
The proposals for 2008/09 include £20.042m increase in the Budget requirement, however this includes £9.094m of function changes, which means that the real growth is £10.948m (including inflation).  The amount of pressures being funded total £14.313m of which £10.141m are identified as met from efficiency savings and £1.994m are met internally by reprioritising and redirecting budgets, and £2.178m are funded from the ongoing amount to allocate.  In addition, there are investment proposals of £4.580m ongoing, and one off investments of £5.736m (which covers both years, but excludes the contribution to the budget reserve).  The details are set out in the Annexes of the Cabinet’s Report to Council and discussed further below.
Investment Proposals
76. The budget proposals include one-off investments of £5.736m, of which £0.605m relates to 2009/10, and £4.580m of on-going investments aligned to political priorities, in order to:

(a) reshape services in Social & Community Services, thereby increasing efficiency and reducing demographic pressure over the medium and longer term

(b) reshape services in Children, Young People & Families, thereby improving weaker areas and focusing on key priorities

(c) invest ICT to improve efficiency

77. These proposals should result in cost avoidance, increased educational attainment and efficiencies in working practices.

78. The balance of one off funding of £2.749m in 2008/09 (taking the overall total in Annex 2a to £8.485m) has been added to the budget reserve for investment in a future year.

Directorate Priorities/Pressures and Savings

79. In addition to investment proposals totalling £10.316m, the Cabinet are proposing to fund £1.344m of Directorate priorities and pressures in 2008/09. These are set out in Annex 2c (and in Annex 3). Savings totalling £0.834m in 2008/09 which Directors have deemed high risk or difficult to achieve are also proposed to be funded. These are set out in Annex 2d.  Together these total £2.178m referred to above.

Medium Term Plan

80. The Cabinet is proposing further additions to the budget beyond 2008/09 of £3.623m in 2009/10 (from Annex 2b,c,d £0.120m+£3.176m+£0.327m) rising cumulatively to £13.094m by 2012/13, taking account of commitments and pressures over the medium term. 
81. The commitment to fund these priorities over the medium term results in reducing the sum available to allocate in each of the years over the medium term, as set out in the table below.  The sum available in 2009/10 is £1.9m which would leave the available headroom very tight at this stage. However, the identified demographic and other pressures are already built into the base proposals.  Furthermore, the budget proposals allow a one-off sum available in 2009/10 of £3.2m providing extra flexibility in the budget. 

82. The sum available to allocate in 2010/11 is £4.4m and in subsequent years is higher again but this does not included all the identified potential pressures relating to demography or waste.  Given the investment proposals for Social and Community Services, it is a reasonable position to review this nearer the time. 

	
	2009/10

£m
	2010/11

£m
	2011/12

£m
	2012/13

£m 

	
	
	
	
	

	On-going sum available to allocate per January 2008 report
	5.8
	5.8
	10.9
	10.8

	Council Tax reduction/inflation adjustments
	-0.3
	-0.4
	-0.4
	-0.5

	Investment proposals (2b)
	-0.1
	0.1
	0.3
	0

	Funded Pressures (2c)
	-3.2
	-1.2
	-1.1
	-1.0

	Funded Savings (2d)
	-0.3
	0.1
	0.1
	0

	Remaining on-going sum available 
	1.9
	4.4
	9.8
	9.3

	
	
	
	
	

	
	2009/10

£m
	2010/11

£m
	201/12

£m
	2012/13

£m 

	One-off sum available to allocate per January 2008 report
	1.1
	
	
	

	2008/09 one-off funding added to budget reserve for use in future
	2.7
	
	
	

	Investment proposals (2a)
	-0.6
	
	
	

	Remaining one-off sum available 
	3.2
	
	
	


83. The paragraph’s below set out the proposed additions for each Directorate and my comments on the robustness of the proposals.
Children, Young People & Families

Children’s Social Care
84. The Cabinet is proposing on-going funding of £0.450m (£0.300m in 2008/09 rising thereafter) aimed at breaking the cycle of deprivation.  This will be achieved by taking forward the development of locality services, focusing on the most disadvantaged children and families, who will work with schools and other partners to intervene earlier and seek to reduce further demands on more specialist services.  The locality services will also provide screening that will ensure faster access to specialist services when necessary and signpost children and families to other appropriate resources.
85. Resources are also being redirected within the Directorate to manage pressures internally.  £0.7m is being vired from the Children & Young People’s Service to Early Years & Family Support. The movement is aimed at managing pressures within Agency Placements, removing the need to make savings, which would be counter productive to the service, and investing in an employability programme for children in care. 
86. The contribution from the DSG to the educational costs of Agency Placements will rise from £0.3m in 2007/08 to £0.6m in 2008/09 and then £0.9m in 2009/10.  This provides some headroom in the budget to manage any further increase in commitments on the Agency Placements budget. 
87. The additional investment within Early Years & Family Support in 2008/09 should be sufficient to manage the current pressures and seek to reduce pressures in the future through the early intervention proposals. However, this is still a high risk service as the costs depend on the number of children at risk and the level of support they require. 
88. There are pressures in the current year on the budgets for asylum seekers due to changes in Government grant, including retrospective changes, which are the subject of judicial review.  These areas are not funded in this proposal and that will be a risk to balances.  However, this has been taken into account when considering the levels of balances, so although it poses a risk it does not invalidate the proposal.
Home to School Transport
89. In 2007/08, the budget proposals added £0.700m to the budget in addition to the 3% contract inflation to meet the abnormal inflation arising as a result of the re-tendering of routes. In previous years areas that have been re-tendered have resulted in around a 15% increase in prices.  Further inflationary increases above the 3% allowed for in the budget to accommodate the re-tendering are built into the current MTFP at £0.600m each year for 2008/09 to 2010/11.  

90. The new arrangements put in place last year to consolidate transport sections across the Council with the aim of strengthening the ability of the team to secure improved efficiencies appears to have been successful, with a reported underspend (excluding the day variation) in 2007/08 of £0.605m.  As future years additional inflation is already built into the MTFP, the £0.700m agreed for 2007/08 is surplus to requirement and has been vired to Early Years & Family Support to help manage pressures in that service.

91. Planned efficiencies of £0.275m in 2007/08 have been achieved. Further savings are included in the current MTFP of £0.350m in 2008/09, plus a further £0.642m in 2009/10 and £0.535m in 2010/11.  These are to be achieved through improved tendering and route management.  Although the savings have been achieved in 2007/08, the savings required in 2008/09 and beyond are significant and the situation will need careful monitoring to ensure they are achieved and spend is within budget. 

Educational Effectiveness

92. It is recognised that whilst educational achievement in Oxfordshire is at the national average, performance is below the County’s expectations..  In order to address this, the Cabinet propose additional funding of £0.350m for a three-year period to fund two posts in each of three localities.  One with responsibility for Primary Schools and the other for Secondary Schools.  Some of the costs will be met from existing resources, by refocusing work, and after the three year funding it is envisaged that a restructure of the service can continue to deliver the new way of working.  The six post holders will lead and manage the work of School Improvement Partners in their locality, spending the majority of their time in schools so as to develop a thorough knowledge of those in their patch.

Legal Costs
93. This budget has been an area of risk in past years.  From 2008/09 the two separate budgets within the Directorate, one for Children’s Social Care, the other for all other costs, are to be amalgamated to produce one Legal budget for the whole Directorate.  There are proposals to meet the historical pressure on the total budget by viring £0.130m from the Redundancy/PRC budget (historically an area of risk which has now been brought under control).  Savings are also envisaged through a review of processes and making one Service Manager accountable for the total budget.  A further sum is added to this budget in 2008/09 of £0.276m to reflect the function change for Public Law Family Fees reflecting the policy change by her Majesty’s Court Service to full cost recovery for proceedings under the Children’s Act.  Whilst these proposals increase the provision for legal costs it remains an area of risk, which will need to be monitored closely.  
Social & Community Services (S&CS)

Adults Social Care

94. The Cabinet has proposed investments in 2008/09 of £2.766m of which £1.536m is one off, with a further £0.525m in the subsequent year, plus £1.230m on an on-going basis (reducing to £1.100m by 2010/11).  There are twelve investment schemes which are designed to reshape the services, with a view to moving away from high dependency nursing and residential care towards increasing home support and recuperation beds, in line with the Directorates vision.  This not only improves people’s choice, but also reduces cost and will help towards addressing the demographic pressure over the medium and longer term.
95. The MTFP includes funding for demography of £2.1m in 2007/08 rising to £2.8m in 2008/09, £4.2m in 2009/10 and £5.6m in 2010/11.  Further allocations, to meet the full anticipated cost, are proposed in 2009/10 of £1.856m.  Beyond this year, the Cabinet are not proposing further allocations now.  Instead, the projections will be reviewed nearer the time. This will also allow time for the Cabinet’s investment proposals to take effect, which should have some impact on the future cost of demography.

96. Within the Directorate plan there is still some unidentified savings which will need to be addressed, these total £0.072m in 2008/09, rising to £1.721m in 2009/10; £2.766m in 2010/11; and £4.835m in 2011/12.  These have been classified by the Directorate as medium risk, and will need to be built into future detailed plans.
97. £1.344m was agreed in previous years for above average inflation, as set out at paragraph 16 above, the Directorate intend to use £1.234m of this to offset other pressures by containing contracts increases at 3%.  Whilst the Directorate are confident that they can deliver this, the position will need to be carefully managed.  

98. Demographic pressures on the learning disabilities service were included in the 2007/08 MTFP as £1.4m for 2007/08 rising to £2.8m, £4.2m and £5.6m over the medium term, but mostly offset by a major redesign of the services which commenced in 2006/07.  The project is underway, and it is now expected that the savings in 2008/09 will be £1.0m rather than £1.3m originally planned although the full amount will be achieved in later years..  There have also been additional demographic pressures in Learning Disabilities, which together with the project shortfall total £0.7m which are funded in 2008/09 from demography agreed as part of the 2007/08 budget. This area will need continue to be closely monitored during 2008/09. 

Cultural Services

99. Within Cultural Services, the Cabinet are proposing not to reduce the book fund as this is seen as a counter productive saving.  Additionally they propose to continue to fund the Victoria County Histories for the next three years whilst they are legally obliged to do so, and then withdraw support in 2011/12.  Similarly, in relation to Cogges Farm Museum, the proposals are to maintain funding for 2008/09 and then reduce over the following two years withdrawing support in 2011/12.  This should provide sufficient time for the Cogges Trust to seek alternative funding or increase revenues so that the museum becomes self-supporting.  The Cabinet is also proposing not to cease grants to those arts organisations which would cease to operate should the County Council withdraw support. 

100. Pressures are shown within the Library Services, for efficiency savings and the decline in Audio Visual income.  These were to be met from the savings arising from the fundamental review including from the Heritage Service.  Those elements of Heritage Service referred to above will be funded in the short term, although in the longer term savings will need to be made from alternative service provision.

Environment & Economy (E&E)

Transport

101. The Cabinet are proposing additional funding for improvements to Highways Maintenance of £0.250m on an ongoing basis.  .This is in recognition of the outcome of the public consultation, where highways maintenance has always been one of the top concerns of residents.

102. There are also proposals which enable the Council to take over the management of the two Park and Ride car parks which are in the City’s ownership, and to make them free to Park and Ride users.  The Cabinet are funding the net cost of £0.400m, taking into account the Street Lighting savings which are referred to in paragraph 17 from 2009/10.

Waste

103. The Cabinet is proposing to add £0.560m in 2008/09 in respect of the latest Landfill tax increase, announced by the Government in its 2007 Budget.  This figure rises to £1.010m in 2009/10; £2.260m in 2010/11; £2.310m in 20011/12 and £2.350m in 2012/13.

104. As set out in paragraph 62, funding has been made available in previous years for the Landfill Allowance Trading Scheme.  The Directorate identified a potential pressure of £2m in 2011/12 and £4m in 2012/13.  The Cabinet have included half of these sums in these years, on the basis that the levels of waste arising remain uncertain at this distance of time, and have ensured that their remaining amount available to allocate is sufficient to cover the deficit if it should require it.  The amount actually required will depend on how successful the Council is in trading LATS allowances and working with partners to divert waste away from landfill.  Managing the changes in waste disposal will probably be one of the biggest issues for the budget in future years.
Other 

105. The Cabinet has made a number of other proposals. There is one-off funding to help support the work of the Oxfordshire Economic Partnership in helping promote a World Class economy including the tackling of the business aspects of the skills and housing agenda and funding for eco-schools of £0.100m; proposals for an environmentally friendly travel scheme £0.100m; the establishment of a corporate facilities management function £0.160m.
106. The following on-going pressures and savings have been addressed: additional funding for the flood defence levy £0.202m; increase in the developer funding team £0.125m. Also funded is the proposed saving on the Property Repairs & Maintenance budget of £0.188m.

Community Safety (CS)

107. In recent years flooding has become increasingly common. To provide an enhanced emergency response, ensure the risk to Fire Service personnel is minimised in dealing with floods and that a safe system of work is instigated when dealing with floods, equipment and training needs have been identified.  £0.200m is proposed on a one-off basis which will cover these costs plus some funding to part support a partnership officer within Environment & Economy to co-ordinate further flooding related work.
108. In recognition of the recent CPA inspection of the Fire & Rescue Service which acknowledged that service continues to provide value for money and to enhance capacity through service re-alignment, partnership and collaboration, on-going funding is proposed to fund the balance of the pressures on Annex 3.  This totals £0.077m in 2008/09 rising to £0.235m in 2009/10, £0.146m in 2010/11 and £0.215m in 2011/12 and beyond.  
109. In addition, the proposed saving relating to the reduction in Community Fire Safety Officers of £0.032m in 2008/09 rising to £0.064m by 2011/12 has been funded.  This is to ensure that the outcome of the Health & Safety Executive’s report following the recent major incident in Warwickshire can be implemented.
On-going funding is proposed to replace the fallout of the Home Office Regional Director specific funding of £0.040m, plus £0.020m for Home Improvement Packs, funding for which was included, though not specifically, in the Revenue Support Grant in 2007/08.  Proposed savings in Emergency Planning which were classified as high risk service reductions are also proposed to be funded.     

110. Corporate Core 

111. There is additional funding proposed for ICT, with £3.0m of one-off investment earmarked for 2008/09.  The ICT Strategy Board will be responsible for determining which projects will be delivered.  On-going funding of £0.6m is also proposed to cater for on-going support and maintenance costs once the projects are completed. 

112. One-off funding of £0.015m is also proposed in 2008/09 to enable the Council to host the annual County Council Network Conference in November 2008.

113. Pressures relating to the Coroner’s Service in 2008/09 and beyond are proposed to be funded.  Additional costs are anticipated arising from the revised Coroner’s Bill which aims to modernise the coroner system so that it provides a more effective response to bereaved families.  Additionally funding is proposed to compensate for the possible withdrawal of support by the Thames Valley Police in 2009/10.

Cross Directorate

114. Delivery of the LAA2 is a Cabinet priority.  £0.5m on-going funding is proposed to support its delivery and meet other Cabinet priorities.  The funding is for increasing capacity and support for the Policy Unit, support for the voluntary sector, funding for corporate social responsibility and localism plus funding for Communications to sustain the Oxfordshire Magazine.

Capital Programme
115. The Cabinet’s revenue budget proposals include £1.350m for prudential borrowing in order to fund £25m investments over a ten-year period. This is additional to the funding available from borrowing and capitals receipts, and together enable over half of the unmet capital needs identified in the Asset Management Plan to be achieved.   This is a fundamental change in policy, but will deliver significant improvement to the Council’s building stock.

116. The schedule showing the Cabinet’s proposal total £25.580m (Annex 7 to the Cabinet’s Report), which is £0.782m in excess of the funding available over the five-year plan period.  However, a further £14m will be added over the 5 years from 2013/14 to 2017/18, thus this level of commitment whilst slightly in excess, is a realistic planning proposal.  

117. In recognition of the additional requirement to deliver, additional resources have been proposed to go into Property services.  The delivery of the programmes will need to be monitored closely in year. This is in addition to the existing capital programme as well as for the schools and transport programmes.  

Summary of the Cabinet’s proposals
118. The overall position whilst recognising the risks and the service issues set out above reflect a robust proposal.  The Cabinet has recognised that the position in future years will need to be reviewed on an ongoing basis.  The amount available to allocate in 2009/10 is tight, and will require most emerging pressure to be managed within services, over and above existing efficiency plans.  Because the Directorate’s are very close to a balanced position this year, this should be achievable.  

Part 2 – Opposition Liberal Democrat Budget proposals

Overview

119. The Liberal Democrats are proposing a council tax increase of 4.25% in 2008/09, rising to 4.5% in the following two years and falling back to 4.25% in 2011/12.  

120. The budget proposals for 2008/09 include £20.986m increase in Budget Requirement, however this, as all the groups includes £9.094m of function changes, which means that the real growth is £11.892m (including inflation).   The amount of pressures being funded total £14.825m of which £10.258m are met from identified efficiency savings and £2.169m are met internally by reprioritising and redirecting the budgets and £2.398m are funded from ongoing amount to allocate.  In addition, there are investment proposals of £5.367m ongoing, and one off investments of £4.711m.  The details are set out in the Annexes to the Liberal Democrat Report to Council and are discussed further below.
Investment Proposals

121. The budget proposals include £5.956m of which £0.895m relates to 2009/10 and £0.350m relates to 2010/11, of one-off investments and £5.367m of on-going investments aligned to political priorities in order to:
a. Fund demographic changes in Social Care for Adults, as well as investing in new preventative services

b. Investing in more youth workers and youth centres

c. Providing additional funding for maintaining roads and pavements, and

d. Investing in building and ICT projects

Directorate/Pressures and Savings

122. In addition to investment proposals totalling £11.323m, the Liberal Democrat Group are proposing to fund £1.856m of Directorate priorities and pressures in 2008/09. These are set out in Annex 2c (and in Annex 3). Savings totalling £0.668m in 2008/09 which Directors have deemed high risk or difficult to achieve are also proposed to be funded.  These are set out in Annex 2d. These are partially met from further savings which are set out at Annex 2e and total £0.126m.  Together these total £2.398m referred to above
Medium Term Plan

123. The Liberal Democrats are proposing further allocations to the budget beyond 2008/09 of £5.132m in 2009/10 (from Annex 2b, c, d & e) rising to a cumulative increase of £33.359m by 2012/13.  This takes account of the commitments, pressures and investments over the medium term.  The treatment of the future years is a major difference between the Liberal Democrats proposals and that of the Cabinet.  The Liberal Democrats have allocated far more to the Services for the future years, rather than maintaining the option to review where the resources are required.  This would however provide the Services with authority to commit those funds and place some reliance on them.

124. The table goes on to show the remaining sum available to allocate in future years after the commitment of funding the political priorities have been met.  The remaining sum available in 2009/10 is slightly higher than the Cabinet due to the increased income from the level of Council Tax.  For the subsequent years it is far lower, which reflects the forward allocation of major demographic commitments.  This position would always need to be kept under review, and should these pressures not emerge and others take precedence that this would need to be addressed at this time.

125. The one-off funding available is also shown below.  This is slightly, but not significantly below that of the Cabinet, and allows further flexibility.

	
	2009/10

£m
	2010/11

£m
	2011/12

£m
	2012/13

£m 

	
	
	
	
	

	On-going sum available to allocate per January 2008 report
	5.8
	5.8
	10.9
	10.8

	Council Tax increases/inflation adjustments
	1.4
	1.4
	0.6
	0.7

	Investment proposals (2b)
	-2.2
	-2.0
	-1.8
	-1.9

	Funded Pressures (2c)
	-3.4
	-3.2
	-6.0
	-5.7

	Funded Savings (2d)

Further income (2e)
	-0.4

0.8
	0.1
	0.1
	

	Remaining on-going sum available 
	2.0
	2.1
	3.8
	3.9

	
	
	
	
	

	
	2009/10

£m
	2010/11

£m
	201/12

£m
	2012/13

£m 

	One-off sum available to allocate per January 2008 report
	1.1
	
	
	

	2008/09 one-off funding added to budget reserve for use in future
	3.1
	0.4
	
	

	Investment proposals (2a)
	-0.9
	-0.4
	
	

	Funding for future commitment
	-0.4
	
	
	

	Remaining one-off sum available 
	2.9
	0
	
	


Directorate Proposals

126. The paragraphs below set out the main differences between the opposition proposals and those of the Cabinet, which are set out in Part 1 of the commentary.

Children, Young People & Families

127. The Liberal Democrats are proposing to allocate an extra £0.3m ongoing funding to CYP&F above the funding proposed by the Cabinet plus an additional £0.5m one-off expenditure.  The largest area of additional spend is £0.2m for enhanced youth workers.  The proposal for looked after children is included in both budgets, but is ongoing in that proposed by the Liberal Democrats.  The one-off funding relates to refurbishment of Youth Centres not owned by the County Council.

128. There is also additional funding of £0.1m ongoing included for Youth Offending from 2009/10.

Social & Community Services

129. The proposals add an additional £0.917m to S&CS from the Cabinet’s proposal in 2008/09 on an ongoing basis, although there is £0.255m less one-off investment.  Although there are a number of differences in detail between the two proposals the largest element relates to support for Adult Social Care, which is £0.787m in 2008/09 rising to £2.562m the following year.

130. The other significant difference in 2010/11 and onwards, is the funding of all the demographic pressures.  These have not been allocated by the Cabinet, who have higher levels of unallocated funding to deal with them if required.

131. Other elements which are not included in the Cabinet’s proposals are Pump priming for Abingdon Museum (although this has been agreed in principle, subject to Lottery funding); pump priming for Community Library project; Museum of Modern Arts project; Well Check for older people; Mental health employment scheme.  Those elements not included here but in the Cabinet’s proposals are: increase workforce skills through training; feedback from users; in 2009/10 funding of a decrease in Arts grants and review funding for Adult Care information System.  This latter reduction is of some concern, as the funding for the system is included in the capital programme, which without the review may not be sufficient.

132. As this funding is all in addition to that proposed by the Cabinet it will assist in addressing the areas of risk identified in the service.

Environment & Economy

133. The budget proposals include reinstating the evening and weekend parking charges in Oxford and increasing penalty charges to the maximum from April 2008.  This is expected to generate additional income in the on-street parking account of £0.717m which can be utilised from 2009/10.  There is also a further £0.1m generated from increasing the charges for skips and scaffolding.

134. Additional one off funding of £1.5m is proposed for pavement and road maintenance, repairs to Thames Towpath outside the city and Community Safety schemes.  There are £0.2m of schemes the Cabinet is proposing which the Liberal Democrats have not undertaken, one with OEP and the other an Environmentally Friendly Travel Scheme.

135. There is also further on-going funding for this area, totalling £1.157m, which is allocated to Highways Maintenance (£0.25m additional); 20 mph zones; bus subsidies; rights of way; flooding alleviation and weed control.  There is also a proposal to put additional funding into transport pressures in 2009/10 which the Cabinet is proposing to use to bring all of the Park and Rides into County management and provide free parking at.

136. This area is where most of the additional funding is generated which is re-allocated within the area.  

Community Safety

137. The opposition are proposing to fund the saving on the deletion of the Fire Services Emergency Cover post, although they are not funding the efficiency savings in Emergency planning.  In addition the Cabinet have proposed further funding for Flooding of £0.2m which is included in the Liberal Democrat’s proposals for E&E.

m

Corporate Core

138. The Liberal Democrats are not proposing to fund the same level of one off investment in ICT, reducing this sum to £1m, and also the consequential on-going support from £0.6m to £0.260m.  They have also not funded the current costs of the Print & Design Unit.  This would require substantial reductions to be made next year, although no costs are included for achieving this.

139. The proposals include the funding of efficiency savings for the Scrutiny budget and also not reducing the committee officers.

140. A further additional savings of £0.126m is proposed by not recruiting to the post of Assistant Chief Executive (Change) and re-distributing the workload.  

Capital Programme
141. The Liberal Democrat’s revenue budget proposals have also included £1.35m for prudential borrowing, however their proposal has a slightly different profile, which enables £23.5m investments to be spread evenly over a ten-year period. This is additional to the funding available from borrowing and capitals receipts, and together enable over half of the unmet capital needs identified in the Asset Management Plan to be achieved. 

142. The schedule showing the Liberal Democrat’s proposal total £35.880m (Annex 7 to their Report), which includes £7.0m of funding post the plan period.   The current proposal also shows it is £3.332m in excess of the funding available over the five-year period.  Whilst a further £11.75m will be added over the 5 years from 2013/14 to 2017/18, this level of shortfall may not be achievable without further rescheduling.  

143. The proposals made by the Liberal Democrats vary from those of the Cabinet in a number of ways.  The key additional items within the plan period relate to £3.1m for post 16 SEN Schools; re-provision of core base in Wantage; Cowley Library; Oxfordshire Museum; Witney and Bicester Registration services; Redlands Centre (Banbury Depot); Further funding for the Thames towpath; Countywide public rights of way network and bridges; and Storage needs.  

144. The programme does however not deliver, in period a couple of things in the Cabinet’s proposal, but it also moves a number of items backwards in time.  There is no funding for Carbon Management; and minor works, which cover all properties.

145. This programme is in addition to the existing capital programme as well as that for the schools and transport programmes.  There remains concerns over the delivery of all of these programmes.  The additional resources proposed for this purpose in the Cabinet’s budget have also included here.  The delivery of the programmes will need to be monitored closely in year.

Summary

146. The Liberal Democrat recommendations produce a greater sum to allocate through a higher level of Council Tax throughout the plan period plus additional income generation from car parking and fees and charges. There are also some savings within the Corporate Core.  Some of these funds are reallocated within E&E, whilst the majority is split between additional funding for Children’s and Adults services.  The proposal includes the allocation of all of the demographic and LATS pressures identified, and as such has a lower amount available to allocate in future years, however, it is a robust proposal. The Capital programme will need to be reviewed in future years, as the forward allocation of resources is at a level that is unlikely to be able to be managed, with a £3.3m deficit in 2012/13, although the future funding plans will cover this within two years.   

Part 3 - Labour Group Budget proposals

Overview
147. The Labour Group are proposing a council tax increase of 4.175% in 2008/09 and remaining constant across the medium term plan.

The budget proposal for 2008/09 include £20.797m increase in Budget Requirement, however this, as all the groups includes £9.094m of function changes, which means that the real growth is £11.703m (including inflation).  The amount of pressures being funded total £15.706m of which £10.441m are met from identified efficiency savings and £2.134m are met internally by reprioritising and redirecting the budgets and £2.581m are funded from ongoing amount to allocate.  In addition, these are investment proposals of £4.580m ongoing, and one-off investment of £5.681m. The details are set out in the Annexes to the Labour Report to Council and are discussed further below.
148. The Labour Group have chosen to produce their annexes in a different form from the other groups, and this means that the tables, whilst showing the overall position, does not allow the same split for the pressures, saving and investments to be tracked to sub-totals in Annex 2.
Investment Proposals

149. There are no explicit investment proposals included, however, annex 2 includes within it “Proposed Policy choice plans not included in Annex 3” which are the same of the Investment proposal made by the Cabinet, for both one-off and on-going proposals.

Directorate/Pressures and Savings

150. In addition to policy choice proposals above, the Labour Group have included all other Directorate pressures and savings into annex 3 to their report.  They have also shown a single Annex 2 which includes the total impact of the policy choice and net position by Directorate, but does not set out one-off investments, ongoing investments, funded pressures and removed/added savings separately by directorate as the Cabinet and the Liberal Democrat Group budgets do.

Medium Term Plan

151. The Labour Group are proposing further allocations to the budget beyond 2008/09 of £3.749m in 2009/10 (from Annex 2) rising to a cumulative increase of £24.931m by 2012/13.  This reflects the funding of all of the estimated demographic and LATS pressures, and hence is greater at the end of the plan period than the Cabinet’s proposal.  It is less than the Liberal Democrat’s proposals as they have allocated additional funding year on year.

152. The table below shows the remaining sum available to allocate in future years after the commitments have been met.  The remaining sum in 2009/10 is higher than the Cabinet’s due to the increased income from Council Tax.  For the subsequent years it is lower, which reflect the forward allocation of major demographic commitments, although still higher than that for the Liberal Democrats.  This position would always need to be kept under review, and should these pressures not emerge and others take precedence that this would need to be addressed at this time.

153. The One-off funding available is also shown below. This is slightly, but not significantly below that of the Cabinet, and allows further flexibility.

	
	2009/10

£m
	2010/11

£m
	2011/12

£m
	2012/13

£m 

	
	
	
	
	

	On-going sum available to allocate per January 2008 report
	5.8
	5.8
	10.9
	10.8

	Council Tax increases/inflation adjustments
	0.8
	0.4
	0.5
	0.5

	Net Changes
	-3.7
	-2.9
	-5.5
	-5.6

	Remaining on-going sum available 
	2.9
	3.3
	5.9
	5.7

	
	
	
	
	

	
	2009/10

£m
	2010/11

£m
	201/12

£m
	2012/13

£m 

	One-off sum available to allocate per January 2008 report
	1.1
	
	
	

	2008/09 one-off funding added to budget reserve for use in future
	2.5
	
	
	

	Policy choice proposals (2)
	-0.6
	
	
	

	Remaining one-off sum available 
	3.0
	
	
	


Directorate Proposals

154. The paragraphs below set out the main differences between the Labour Group proposals and those of the Cabinet which are set out in Part 1 of the commentary.

Children, Young People & Families

155. The Labour Group proposals have included all of the areas proposed by the Cabinet in 2008/09 at the same level with the exception of the following additional proposals: i) to add an ongoing £0.1m for the establishment of social workers, ii) 3 additional youth workers (£0.105m) and on a one-off basis iii) a review of the Youth Support Service of £0.05m.

156. The proposals do address areas of risk and should assist with the strategy to prevent children being taken into care.

Social & Community Services

157. The Labour Group are proposing to provide additional funding in adult social care above that set out by the Cabinet.  An additional £0.8m is allocated on an ongoing basis, with a further £0.2m one-off in 2008/09.  The ongoing additional funding rises by £0.2m in 2009/10, £1.8m in 2010/11, £3.6m in 2011/12 and £3.6m in 2012/13.

158. The one-off proposal funds the Internal Home Support service.  The ongoing proposals reflect the Labour groups approach to demography, allocating funds or reducing the savings proposals in a number of areas.  The areas relate to residential/nursing care placements, low level home support and respite beds.  From 2009/10 onwards demography pressures are funded.  

Environment & Economy  
159. The proposals include the removal of the total pressure relating to the Cabinet’s proposal for management and free parking at the City Park and Ride sites.  It also includes reinstatement of parking charges from April 2008 at the two county Park and Rides and the evening and weekend on-street parking charges in Oxford and the removal of residential parking charges in Oxford.  
160. Funding of £0.4m would be available on an ongoing basis for additional investment in bus services.  From 2009/10 onwards a contribution towards this funding will be made from the parking account to the revenue budget of  £0.230m, reducing to £0.130m.This is based on the anticipated additional on-street parking surplus that will be produced on an ongoing basis by the net effect of the policy decisions about traffic management and parking and will not be required for the provision of off-street parking. 
Corporate Core
161. The current revenue contribution to the Change Fund included in the MTFP will be reduced by £0.3m and a one off sum of £0.3m will be added in 2008/09.  In addition, for 2008/09, £0.013m will be allocated on an ongoing basis for the Local Government Information Unit subscription.  

Capital Programme
The Labour Group is proposing to implement the same proposals as the Cabinet.

Summary of the Labour Group’s proposals
162. The Labour Group recommendations produce a greater sum to allocate than the Cabinet’s proposals due to higher levels of Council tax, additional income generation.  The majority of funds are allocated to Social and Community Services, although with some additional funding for bus services, youth and children’s social care.  They reflect a robust proposal, although as with the Cabinet, resources available over the medium term are tight.

Statement of Assurance

163. I have made a thorough examination of all three Budget proposals as set out above.  I am satisfied that all of the budget proposals are sufficiently robust, recognising the risks discussed.  This constitutes my Statement of Assurance on the Budget proposals 2008/09 - 2012/13 under Section 25 of the Local Government Act 2003.

SUE SCANE

Assistant Chief Executive & Chief Finance Officer

6 February 2008

� Based on a full year 
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