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Service and Resource Planning 2009/10 – 2013/14 

Commentary on the Budget 2009/10 – 2013/14 

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 Service & Resource Planning 2009/10 Report from the Cabinet (part 1), and proposals from the opposition and other groups (parts 2 and 3). 
My supplementary report to Council sets out finalised information on the taxbase, collection fund surpluses and the Local Government Settlement providing a confirmed position on the funding available to the authority for 2009/10.

2. This commentary takes account of information provided in my supplementary report and the latest budget monitoring information which was presented to the meeting of the Cabinet on the 20 January 2009.  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 2007/08, the forecast in year for 2008/09 and priorities for 2009/10 - 2013/14, plus the risks and opportunities throughout the budget and each of the parts 1 to 3 discusses how the risks have been mitigated.  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

5. In 2008/09 a number of specific grants were pooled into a new un-ringfenced Area Based Grant.  After the 2008/09 budget was set on 12 February 2008 the Government provided guidance, on the 27 February 2008, which significantly changed the accounting arrangements for the Area Based Grant.  Expenditure and associated income relating to Specific Grants are shown as expenditure and income in the relevant service, so the net cost of service is zero.  For Area Based Grants the position is different.  The expenditure is still shown within the relevant service area but the income is recorded as a single line in the accounts, below the directorate net expenditure.  This can be seen in the MTFP at Annex 1 of the Cabinet’s report.  This means that the year on year comparison of Service net expenditure shown in Annex 4a are not directly comparable, as the 2009/10 net expenditure appears much higher.

Strategic Measures

6. When the Council set the budget for 2008/09 the Bank Rate had just fallen to 5.5% and was expected to continue to fall slowly.  The average rate built into the MTFP for 2008/09 was 5.0%. Long term borrowing costs were built into the MTFP at 4.6%, the same as the previous year.  During 2008, the Bank Rate continued to fall steadily until November 2008, when the rate fell by 1.5% to 3.0%, the largest fall recorded.  The rate was reduced again in December 2008 by a further 1.0% to 2.0% and by a further 0.5% to 1.5% in January 2009, taking it to the lowest level since the Bank of England was founded in 1694.  In the four months since October, the rate has fallen by 3.0% overall. 

7. Market predictions continue to be uncertain on how long the rate will remain low but the expectation is that the base rate will continue to fall and remain low over the next couple of years.  Our investment advisers, Sector, have been predicting an average 0.5% base rate for the whole of 2009/10.  As evidence mounts that the UK economy is in a severe recession, it is highly probable that the Bank of England’s Monetary Policy Committee will reduce the base rate again in February or March 2009.  The MTFP assumes an average 1.3% annual return in 2009/10 based on a potential average base rate of only 0.5%.  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 £0.4m
.  

8. Allowance has been made in the risk assessment of balances for the potential exposure to credit risk through loss of deposits associated with failures within the banking system.  This has been reflected in the Statement of Accounts since 2007/08, and presents a greater risk for 2009/10 than the negative variation of interest rates.

9. The new MTFP allows for long term borrowing (25 to 50 years) at 4.4% in 2010/11 and 4.5% in 2011/12.  However, for 2009/10 the cost of new or replacement borrowing has been minimised by a proposed change of policy, which would see up to 25% of cash balances used for internal borrowing.  This reduces the level of cash on which interest is earned and the cost of borrowing is in effect the interest lost.  The other important factor in the proposal is the reduction of counter-party risk, as less cash needs to be placed with the banking sector.
Inflation

10. Inflationary increases for 2009/10 in the current MTFP allowed for 2.5% for employee inflation, 2.0% for all other non-pay services, 3.0% for contracts and 2.0% for income.  Since the MTFP was agreed in February 2008 inflation has risen from 3.0% in April reaching a peak of 5.2% in September; and in October it subsequently began to fall.  It is anticipated to fall further into the new year.  The rise was caused in part by increases in fuel and energy costs.  Due to the timing of contract renewals, this has resulted in the Council being tied into contracts for Street Lighting energy and energy for council properties at these high levels until October 2009.  

11. Previously agreed policy plans for above average inflation have been allowed for 2009/10 in the following areas:  £0.68m in Social & Community Services (SCS) and £0.84m for Public Transport in Environment & Economy (E&E).  In addition SCS have £3.105m included for inflation at 3% for contracts in 2009/10.  Of this they have allocated £0.8m to other pressures on the basis they can hold increases at 2.0%.  This may be difficult to deliver given that although inflation is now expected to decrease, the Directorate has been successful in containing inflation on residential and nursing care for the last two years and this may have created pressures for service providers.  It has been classified as a medium risk saving by the Director.  The situation will be closely monitored in year.

12. The last report to Cabinet in January 2009 reflected the expectation of further falls in the Bank Rate and a continuing recession in 2009/10.  When the Bank of England reduced the base rate in January it stated that part of its reason was due to the significant risk of undershooting the 2.0% inflation target in 2009/10 and the medium term.  With this expectation of very low inflation rates, as well as the impacts of a recession it was proposed to reduce the rates applied for inflation in the January report to 1.5% for pay; 1.0% for non-pay; leaving 3.0% for contracts and fees and charges at the rates agreed by Cabinet in December 2008.  

13. There will be a risk around inflation which is included in the assessment of the level of balances required.  The Green Book pay award for 2008/09 has still to be formally settled.  The Council paid the Employers final offer of 2.45% in November 2008 and is awaiting the finalisation of the deal which is now subject to arbitration.  The Government has stated that they will maintain the discipline of low overall settlements for 2009 and 2010, and the recession is liable to keep any increase to a minimum.  

14. The Teachers pay award, which is often the highest of the pay bodies within the County Council, was agreed for a three year period in 2007, with an increase of 2.45% from September 2008; 2.3% from September 2009 and 2010.  The increases for 2009 and 2010 are though indicative and subject to review in light of inflation.  This could reflect a pressure, mainly in the Schools budgets within the Dedicated Schools Grant Funding, although it may put some pressure on the Council.  

15. The MTFP includes inflation in future years at the 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 £0.844m.

Efficiencies and Savings Targets

16. The proposed MTFP includes planned efficiencies and savings for each year up to 2013/14.  Directors and Heads of Service were issued with their share of the savings target to 2011/12 in May 2006, with further targets for 2012/13 and 2013/14 being issued in 2008.  Consideration of how savings can be achieved over the medium term was  done as part of their business plans through the Service & Resource Planning process. The saving target enabled headroom to be created in the budget, thereby allowing resources to be reallocated to priority areas.  Savings built into the MTFP for 2008/09 onwards were reviewed as part of the 2009/10 Service & Resource Planning process.  Where there was no clear plan to deliver they have been restated as pressures and then met by compensating new savings in Annex 3.  In addition the savings in the MTFP, as part of the current year’s process, further ongoing efficiencies of £1.2m have been included.  

17. Communities and Local Government (CLG) as part of the continuing ‘Gershon’ savings requirements now requires the council to report savings achieved which are classed as Value for Money.  The CLG target is £32.7m for the three years 2008/09 – 2010/11, although a stretch target of £33.6m has been agreed as part of the Local Area Agreement 2.  Schools and Fire efficiencies are excluded from these figures as they are reported separately to government.  However some of the total savings, such as increased charges, are not classified as Value for Money although other non-cash releasing savings will also be identified.  

18. The Government, as part of the 2008 Pre-Budget Report, set an increased efficiency savings target of £5bn for local government to be found by March 2011.  This equates to around £5.7m 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.
Risks Assessment of the Budget and impact on Balances

19. A systematic and formalised evidence based approach to assessing risk relating to the budget was constructed two years ago and has been reapplied this year.  In addition, to substantiate this approach an alternative method of calculating the risk on balances was also undertaken.  The approach looked at the risks which arise in the case of major events or emergencies, plus the general calls on balances anticipated in the course of a year. The outcome from the updated assessment was set out in the Service & Resource Planning Report to Cabinet in November 2008.  The original assessments deemed balances of £11.5m to be appropriate across the plan period.  The model was re-run in January 2009, to take account of the latest economic position and it was proposed to increase the level of balances to £12.5m in 2009/10 and 2010/11.  

20. The table below sets out the alternative risk assessment:

	
	2009/10

£m

	
	

	Directorates - budgeted calls on balances
	2.0

	Bellwin Threshold
	1.3

	Weather related
	2.0

	Credit Risk – per Statement of Accounts 
	5.0

	Strategic Measures – interest rate risk
	0.4

	Pay inflation 
	1.3

	Fire Service contingency funding 
	0.5

	Total 
	12.5

	
	


21. The position on balances to December 2008 is £21.352m (set out in the Financial Monitoring Report to Cabinet in February 2009). Drawdown from balances in 2008/09 currently only totals £0.5m although £1.0m remains set aside to deal with the conclusion of the Unaccompanied Asylum Seeker Children (UASC) review. The likely level of drawdown in 2008/09 was originally estimated to be around £3.0m, including the sum for UASC, and this has now been reduced to a total of £2.0m.  

22. The risks remaining for 2008/09 are around street lighting energy costs, weather related costs and the Baxter index, used to calculate interest on developer contributions.  The first two will only apply if they can not be met from within the Directorate budget. The performance of the Directorates to November 2008 shows a forecast variation of only a 0.05% (£0.201m), so the risk is low of a further call.  

23. The other risk relates to the Baxter Index, the budget for which is based on 5.25% for the year.  The rate is a mixture of inflation on tarmac, plant and labour costs. The year on year rate for December 2008 was 10.0%, though as with CPI inflation falling, the rate is expected to reduce over the coming months.  If the rate does not fall below 5.25% before the year end this could increase the Strategic Measures expenditure and be a call on balances.

24. Whilst there is now a clear understanding of the need for strict budgetary control in year I have assessed the future likely level of drawdown to be around £2.0m, given the risks associated with the weather, the reduction in inflation provision and other areas of change, particularly around the economy.  There are also greater risks around Strategic Measures in 2009/10. 

Reserves

25. The Service & Resource Planning Report to Cabinet in January 2009 stated that reserves had been reviewed, but no changes were proposed to them.  The position on earmarked reserves at 31 March 2008 is set out in the Statement of Accounts, and the expected position to 31 March 2009 is reported as part of the Monthly Monitoring Report.

26. The excessive balances held by some schools have been challenged in 2008/09.  A process was developed where those schools with excessive balances, which were not fully explained, were called into a panel consisting of Members, the Director for Children, Young People & Families (CYPF) and myself.  Work is being concluded to finalise the position for 2007/08, and will be reviewed again for the 2008/09 outturn.

27. I am satisfied that these and the other reserves held have appropriate balances to meet the identified needs.

Capital Programme

28. Council policy has been to allow schools and transport to spend resources available to them. However, last year the government made significant switches between capital grants and borrowing allocations for Transport which were not reflected in the MTFP.  The Cabinet determined that to undertake this level of additional borrowing would not be achievable with available resources.  The impact of this was to reduce the Transport Capital programme over the three years (2008/09 – 2010/11) by £6.5m.

29. The MTFP has now been extended to 2013/14.  The borrowing allocations as notified by the Department for Transport up to 2010/11, prior to the decrease agreed by Council, have been built back in for 2012/13 and 2013/14.  This has been possible because there has been a lower borrowing requirement in the schools programme for 2008/09 and 2009/10, as funding was provided through capital grant rather than borrowing consent.

Directorate Risks 

30. The areas of risk in the underlying budget for 2009/10, based on the performance set out in the monitoring reports for 2008/09 and the outturn for 2007/08 are set out below.  There are far fewer areas of variance currently reported in 2008/09 and also for 2007/08, which reflects the funding provided in the past couple of years plus the understanding of the need for strict in-year budgetary control.  The impacts of the proposals for each of the groups are discussed in the separate section 1 – 4.  All the monitoring information below for 2008/09 is based on the 17 February 2009 Cabinet report.
Children, Young People and Families (CYP&F)

31.  The financial position for the Directorate overall for 2007/08 and the current year has been managed broadly within budget, although there have been some over and under spending on specific services.  There remain pressures in a number of areas in 2008/09 which have been reviewed as part of the 2009/10 Service & Resource Planning process, however there are still areas of risk remaining.  There also risks in future year relating to changes which are being prepared for. 

32. The major restructuring of the directorate has been priority in the current year. There will be impacts on the how the budget will be managed and presented which will be implemented by April 2010.  

The major areas of risk across the directorate relate to:

a) Children Looked After and Safeguarding;

b) Unaccompanied Asylum Seeker Children;

c) Schools Capital including Building Schools for the Future

d) Directorate restructure

e) Potential impacts of recession

Learning and Skills Council (LSC) transfer – 2010/11 
a) Children Looked After and Safeguarding
33. Since 2007/08, this service has had additional funding to reflect the growing pressures and the low level of historic funding. Of this, £0.9m has been funded through a contribution from the DSG over a three year period.  The position for the current year is a projected overspend of £0.3m. This mostly reflects the impacts that the Baby P case has had on service referrals, which have increased by 30%. This is likely to continue to have an impact in 2009/10.  The Directorate has undertaken a review of existing practices, whilst these have not highlighted any significant weaknesses, they have identified a need for further case reviews, staff training and induction. The outcome of Lord Laming’s review of child protection will also undoubtedly lead to further work in 2009.

b) Unaccompanied Asylum Seeker Children
34. There has been ongoing pressures in this area since 2002/03 following increased levels of children arriving in Oxfordshire, changes in Government funding relating to the age of the child and level of service needed, and also those children who have been refused the right to stay but have not been returned to their home country    There has been ongoing discussion with Government over this issue, and the position up until 2007/8 has now been settled resulting in a cumulative shortfall of £0.625m, which will be funded from the balances in 2008/09.  The position for 2008/09 is not yet clear as the process of claiming the grant has only just begun.  For the current year and beyond the Government have indicated that there will be no further funding available for special circumstances and the position in the service is being reviewed.  Whilst the service is attempting to manage within budget it is highly possible that there will still be an overspend in this area in 2008/09.  

35. For 2009/10 the Council is working with Government on a pilot scheme which will be working towards a model based on full cost recovery. However because of the continued uncertainties in meeting Local Authority costs this work is not as advanced as central government would like it to be.
c) Schools Capital including Building Schools for the Future (BSF)

36. 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 2007/08 was originally set at £66.5m but outturned at £54.4m.  For 2008/09, the programme was set at £61.6m which included £18.6m of devolved formula, and is currently estimating an end year position of £49.2m of which £13.1 is related to devolved formula allocation and other projects delivered directly by the schools.  

37. The proposed programme for 2009/10 is £51.1m of which £11.3m is again related to devolved formula allocations and other projects delivered directly by the schools. The programme has been thoroughly reviewed, and now reflects more realistic delivery.  It should be noted that allocations to schools may not all be spent in this year as the schools have flexibility to carry forward these sums in particular the devolved formula capital element.  In December, the DCSF put forward an offer for acceleration of School Capital Funding giving the Council the opportunity to bring forward capital grant into 2009/10. Following the review of the 2009/10 programme, it was agreed that additional expenditure above the existing 2009/10 allocation would not be deliverable and the acceleration was not taken up.  The DCSF have now come back, asking for re-consideration on the basis that the funding isn’t ringfenced to Schools, could be used for other services and then repaid in future years.  
38. The Council was originally expecting to be part of the BSF programme in the last two waves of the programme with no definite date given.  In order to allow authorities that are in the later waves of the BSF programme to participate earlier, the DCSF invited these authorities not already benefiting from BSF to submit expression of interest. The council returned this expression of interest in November and is awaiting the response. If received favourably it could result in significant capital funding for new school buildings being released. In order to demonstrate to the DCSF that Oxfordshire is ready to start delivering BSF projects from January 2010 it will be necessary to establish, between now and then, a dedicated BSF team of key council personnel augmented by specialist consultants. The costs associated with this are anticipated to be in the region of £4.2m and will be revenue, although the actual funding of the schemes could be capital, Private Finance Initiative (PFI), or Public Private Partnership (PPP). 

d) Directorate restructure
39. A consultation process on proposals for a new structure for the Directorate began in May 2008.  The aim was to create an integrated area based approach to support children, young people and their families and to improve outcomes. The first elements of the new Directorate structure were put into place in September. Final stages of the restructuring are currently underway, in the form of an administrative review.  The Directorate has decided that budget responsibilities should stay where they are for 2009/10 but modelling of budgets to follow the area teams would take place in good time to ensure that a clean and zero based budget would be possible for 2010/11.  There is some risk around this as the remodelling of budgets will be a long and complex process and the management structure in areas will not necessarily reflect the current budget responsibility.
e) Impacts of Recession
40. There are a number of service areas on which there may be an impact during the recession.

a) Free School Meals – as the number of people unemployed and claiming benefits increases, this could increase the number of pupils eligible for, and claiming, free school meals

b) Outdoor Education Centres – the  take up could fall as parents are less able to pay for children to attend

c) Home to School Transport – there could be increased uptake if parents are less able to drive to school, but this could be off set by parents who are no longer working being able to take their children 

d) Admissions – some parents are likely to remove children from the independent sector and we might find it hard to provide school places near their home in some cases.

e) Fostering – With lower household incomes, some people may seek to become foster carers as a supplement to their income 

f) Children’s Social Care – the recession may put increased pressure on families and the risk of family breakdown may increase leading to increased number of children needing protection or being looked after by the Local Authority.

41.  The directorate has undergone significant change in the past year, but is now well engaged in delivering the corporate agenda, and improving services for children and families.  There remain risk areas for the budget in 2009/10 which will require monitoring.

f) LSC transfer – 2010/11
42. LSC functions will transfer to local authorities in 2010.  Shadowing of the LSC commissioning functions for 16-19 education is already beginning. The details of this transfer will be monitored as more information becomes available, and built into the 2010/11 Service Planning process.
Social & Community Services (S&CS)

43.  The 2008/09 monitoring report for this directorate shows a relatively small overspend position of £0.9m.  The majority of this is within the Strategy and Transformation service.  This compares to an underspend of £1.4m in 2007/08, although this was principally due to project underspending which was carried forward.  After the 2008/09 budget was set, the Government announced three year grant funding totalling £4.9m for Transforming Social Care.  This was in addition to the one off investment made as part of the 2008/09 budget of £2.0m, of which £0.5m was for 2009/10, and a further £1.2m of ongoing funds for moving to a preventative agenda and changing ways of working.

44. The major areas of risk or where significant changes are occurring in Social & Community Services relate to:

a) Pooled Budgets
i. Older Peoples, Physical Disabilities and Equipment
ii. Learning Disabilities

iii. Mental Health Commissioning
b) Social Care for Adults
c) Strategy and Transformation

d) Adult Learning

e) Impact of Recession

a) Pooled Budgets
45. Many of the services provided for Adult Social Care are through joint pooled arrangements with the Primary Care Trust (PCT).  There are currently significant pressures on the pooled budgets, and especially given the proposed increases, we will need to ensure that monitoring and reporting of the pools is enhanced.

(i) Older Persons, Physical Disability and Equipment Pool

46. As part of the January report to Cabinet a virement was requested and this has been built into the proposed budget for Council approval.   This totals £34.6m and should maximise working efficiencies.  The services which would transfer are Internal and External Day Services; Internal and External Home support and Intermediate Care.  This will take the Older Persons, Physical Disabilities and Equipment pool to a total of £97.0m.  

47. The current position of the Older Persons pool is currently showing a £3.3m overspend, however this is due to the increasing number of people entitled to continuing health care following changes in the continuing care framework.  These costs are the responsibility of the PCT and it is anticipated that the PCT will fund this in both the current financial year and next year.

(ii) Learning Disabilities Pool

48. For the Learning Disabilities pool there is a forecast overspend of £1.0m, which has been reflected as a pressure in the 2009/10 Service & Resource planning process.  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 and efficiency savings.  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.  
49. The plans developed by S&CS assume a contribution from the PCT towards the cost of demography in the next 2 years.  The PCT sets its budget after the Council determines its budget and the outcome of that process is therefore not yet known.  Any shortfall will have to be met within the pooled budget for services to adults with learning disabilities. 
50. The November Service & Resource Planning report to Cabinet referred to the government’s proposal to transfer learning disabilities funding from the PCT to local authorities.  From April 2011, the County Council will receive funding directly from the Department for Health. The County Council will need to consider how demographic pressures and risks will be managed when the funding transfers. The demographic pressure is estimated to cost the PCT £1.0m each and every year.  The fact that there is a pooled budget currently in place does mean that the level of budgets from the PCT are readily identifiable, and this will not be the case for other authorities.  There is a further risk, in that the Government could put the funding for Learning Disability into the general Revenue Support Grant formula, rather than providing it as a specific grant. If that were the case, that we would lose resources, and have to challenge the levels of service we could provide. 
51. A further pressure arises in that the current local government financial arrangements make no specific provision for increasing numbers of adults with learning disabilities.

(iii) Mental Health Commissioning Pool

52. In the Supplementary Report to Council a further transfer is reported which has been built into the budget for Council approval.  This one totals £5.269m from the Mental Health budget into the Mental Health Commissioning Pooled Budget.  The pool is currently on £3.2m, however the PCT are proposing to put all their commissioning work into the pool, to ensure joint working for those people of working age with mental health problems.  The proposed pool, if agreed, would be £45m.

53. Given that the three pooled budgets will now total £237m, and for which our contribution is £147m, we need to ensure that close monitoring is maintained on the delivery of outcomes for our service users.

b) Social care for adults

54. The fairer charging income budget was highlighted as a risk area in previous budgets, although a permanent virement in 2007/08 did improve the position.  It is expected that this will break even in the current year.  There is a target for additional income in 2009/10, but these should be recovered through improved ways of working, and faster assessments which are being developed between the service and Shared Services.

55. 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.     

56. As part of the 2008/09 Service & Resource Planning process, the estimated full costs of demography for older people in 2009/10 were built into the budget. Beyond then, Cabinet agreed that the potential future increases would need to be reviewed. A thorough review of the projected numbers of older people over the medium term has been undertaken which has confirmed that the estimates used last year were robust for 2009/10. The full cost of the expected increase in numbers over the next four years of £14.4m has now been built into the MTFP.

57. Social and Community Services are continuing with the 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.  

c) Strategy and Transformation,

58. The overall budget for Strategy and Transformation has been addressed as part of the 2009/10 planning process. The one area which remains a high risk is the income target, which is referred to within the section on Adult Social care above.

d) Adult Learning 

59. The budget monitoring shows that the Adult Learning service is liable to overspend in 2008/09 of £0.6m.  This budget is met from funding from the Learning and Skills Council and income from its courses, and will be required to reduce its service to match its projected income. However, the shortfall in the current year will need to be carried forward, and recovery plans are being prepared, which will be monitored.

e) Impact of Recession

60. There is a risk to income budgets arising from provision of care from those above the financial threshold in the light of the recession.  Clients, who are reliant on income from savings, will have seen their income decrease following the sharp falls in interest rates and this may impact their capital.  The decrease in house prices will also affect those in residential care.  This potential pressure is unlikely to materialise in 2009/10, but if the recession is sustained and interest rates remain very low and house prices don’t rally, it could begin to be seen in 2010/11.

Environment & Economy (E&E)

61.  Whilst monitoring of the E&E Budget performance in 2008/09 has been showing that it is generally well controlled, the November position showed an overspend of £0.568m, which principally related to the increase in energy costs for street lighting (£0.5m).  This has reduced based on information to the end of December to £0.258m by active budget management across the directorate to remain within overall budget.  Underlying the broadly balanced position are some variations, with overspends in Property, and underspends in Sustainable Development.  This latter area contains one of the most significant areas of future risk to the Council over the medium term, waste management.  

62. The major areas of risk or where significant changes are occurring in Environment & Economy relate to:

a) Waste Management

b) Transport (including Capital)

c) Energy Costs

d) Property (including Capital)

Waste Management
63. 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. 

64. In order to meet its obligations the Council will increase its recycling and composting rates and is in the process of procuring new treatment capacity.  This is expected to reduce the potential ongoing pressures, as while the new treatment will cost more than existing budget for landfill it will prevent large increases anticipated in future years as landfill tax increases and LATS fines/purchasing become operational.  Sums were included within the MTFP for the procurement costs in 2007/08 and these have been carried forward to complete the project.  A dialogue process with participants is almost complete with final tenders due to be submitted in March. The Cabinet meeting in May 2009 could recommend a preferred bidder, with a final contract expected to be signed in July if all goes to plan.  The contact value will be in the region of £800m over the period of the contract.  The complexity of the project, partially due to the economic climate and its effects on the deliverability of solutions have increased the dialogue timeframe and meant that the predicted costs have over-run.  The increases have been met from within the Waste Management area, as tonnages have reduced.  An ongoing reduction to reflect the reduced tonnages of £0.25m has been included in the 2009/10 proposals.

Transport (including Capital)

65. The revenue budget forecast is very close to plan, with the exception of the energy costs for Street Lighting.  The position on Transport Capital is also showing an expectation of out-turn very close to budget. However, the spend to date is only just over half at the three quarter point of the year.  This creates a risk as, the delivery profile included some back loading of work and the current winter is the most severe in a decade. Such weather may adversely impact the delivery plan.

66. Work is being undertaken on the review and preparation for the re-tendering of the Highways contract which comes to an end in April 2010.  A competitive dialogue process will be utilised to ensure that best value for money as well as the best outcomes for the road users is achieved.

Energy Costs 

67. Additional funding of £0.350m was included in the budget from 2007/08 onwards for abnormal inflation on energy, however, the usage and costs did not reach the levels expected, and there was a subsequent reduction in the budget in 2008/09.  During 2008 year there were huge increases in prices, which have been well documented, although they are now beginning to fall again.  Contracts were fixed for one year in October, which will cause pressures in 2008/09 and 2009/10, for which resources have been proposed.  However, this area will remain one of high risk, as international pressures influence energy prices and will need close review.

Property (including Capital)
68. The revenue budget for property shows a projected overspend for 2008/09 of £0.09m. Given that this is the first full year of operation since the transfer of all the property budgets from across the Council, this is encouraging.  Issues have been highlighted though, that where changes to property are required, the service is not able to off set any costs of change, and may not directly benefit from a decision even if it is in the long term interest of the Council.   This position will need to be reviewed, to ensure that efficiency is not lost and the corporate implications are dealt with.

69. The property element of the Capital programme is also showing that it should deliver in full by the end of the year.  However, spend to December represents just under 50% of the total, and there is a high risk that it will not be able to achieve this.  The position will be closely monitored, and a more realistic programme has already been recommended for 2009/10.

Community Safety and Shared Services (CS)

70. The Fire and Rescue Service is expected to remain within budget in 2008/09.  There is currently an under spending of just over £0.290m on training, and projects both of which will require to carry forward into 2009/10.  Any variation on the retained fire fighters budget is a call on or addition to balances as it is recognised that costs for the provision are vital to the safety of the public.  The projection for 2008/09 is that there will be an underspend of £0.150m. In 2007/08, £0.220m was added to the retained fire fighters budget to better reflect the cost of the service, and at the end of the year an underspend of £0.082m was returned to balances. Given the recent trends, the risk that there will be calls on balances in 2009/10 is low.

71. Fire and Rescue Authorities (FRA’s) have a duty to plan for emergencies and to maintain plans for the purpose of ensuring, so far as is reasonably practicable, that if an emergency occurs it is able to continue to perform its functions. In the past FRAs have had the support of the military which formed the basis of contingency planning, however such support is now unlikely to be provided. In September 2008, The Cabinet agreed that the authority would follow an approach of maintaining sufficient funds for any unforeseen major interruption in staffing availability such as industrial action or a major terrorist incident in the region which may require support from Oxfordshire.  A risk assessment has been completed by the service that identified a total sum of £0.500m would be required to provide a minimal level of fire cover for such an event. This has been reflected in the risk assessment for the purposes of balances.
72. Fuel costs have been reported as a pressure in the Fire and Rescue service in 2008/09. When the cost of petrol and diesel reached a peak in June and July 2008, an overspend of £0.100m was anticipated. Now that prices have fallen to 2006 levels the overspend for the year is expected to be £0.040m. There is a risk that if fuel prices rise again in 2009/10 that an overspend may result. 

73. Following the July 2007 floods, additional one-off funding of £0.200m was agreed in 2008/09 for flood equipment, training and a temporary post to work with Oxfordshire businesses to adapt to climate change. Further one-off funding of £0.080m was agreed from LABGI for additional assistance to local businesses in vulnerable areas and providing a contribution to a new flooding strategy post, part funded by partners. Whilst this funding has resulted in some improvements, further work and additional equipment have been identified from the flooding review undertaken as a result of the Fire & Rescue Integrated Risk Management Plan.  

74. The Shared Services Centre has now been operational for 18 months with the final staff transfers occurring to plan in February 2008.  The ongoing budget for the operational centre has been established and expenditure on the project, whilst slower than originally expected, is still anticipated to be required to deliver further development of the processes within the centre.  The savings were initially planned to repay the capital reserve first, and then contribute to the revenue savings from 2010/11. This was reflected in the MTFP for 2006/07. The latest proposal shows those revenue savings in 2010/11 still being achieved, with any slippage slowing the repayment to the capital reserve.

Corporate Core (CC)

75. During 2008/09, Corporate Core has been rationalised from three divisions to two and from 12 units to six.  With the exception of ICT, they are all relatively small.  The financial position to November 2008 shows an underspend of £1.45m, of which £1.00m relates to the ICT Investment fund and will be required in 2009/10.  Of the remainder £0.521m relates to underspending on Change Fund projects which will carry into the new financial year, and the remainder is made up of a number of small over and underspending positions.

76. In January, the City Council Executive Board resolved to transfer the function of the management and the operation of their ICT function to the County Council. The agreement is expected to be signed in March, with the transfer effective from April 2009. The transfer is expected to be cost neutral to the County Council. As with any transfer, there will be risks and opportunities. 

77. The next County Council elections take place in June 2009, and plans are being put in place for an induction period for the new Council.
Future Years Sum Available to Allocate

78. The sum available to allocate beyond 2009/10 is set out in a table within the Supplementary Report.  Whilst 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, there are considerable sums built in to the future years, especially for Adult Demography, Waste, potential Pension costs and Building Schools for the Future. 

79. Contained within Annex 3 are some proposed savings for which the specific proposals have not yet been identified. There will be a risk, especially given the limited sums available in future years that these savings will be difficult to achieve.  Special attention will need to be paid to these areas as part of the Service & Resource planning process for 2010/11. 

80. Additional efficiency savings are built into 2010/11 and 2011/12.  These are required to balance the budget on the assumption that the current pension provision is required. 
One-off funding  

81. One-off funding will be available as part of the 2009/10 budget.  The one-off funding should be used towards funding one-off projects either in 2009/10 or put into the Budget Reserve for use in a subsequent year.  The Supplementary Report shows the funding available across the MTFP.   There are significant one off investments to which these funds are to be allocated. 

Summary of key risks

82. The above sets out the key areas of risk which will need to be considered in the budget proposals and carefully managed, but could still lead to pressures in 2009/10 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
83. The Cabinet’s budget proposals are based on the Council objectives (World Class Economy, Thriving Communities, Responding to Climate Change & Better Public Services ): our priorities of low taxes, real choice, value for money and the Administration’s 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 3.875% to 3.75% in 2009/10 and maintains that rate of increase for future years.  
The proposals for 2009/10 represent a £13.623m (3.7%) increase in the Budget Requirement.  This is made up of inflation of £6.4m and real growth of £7.2m.  The amount of pressures being funded total £16.561m of which £8.370m are identified as met from efficiency savings and £6.041m are met internally by reprioritising and redirecting budgets, and £2.150m are funded from the ongoing amount to allocate.  In addition, in future years there are investment proposals of £22.989m ongoing.  The details are set out in the Annex 3 of the Cabinet’s Report to Council and discussed further below.
84. The budget proposals also include one-off investments of £8.300m, of which £2.300m relates to 2009/10, and these are set out in Annex 2 of the Cabinet’s Report to Council. The balance of one off funding of £5.931m in 2009/10 has been added to a budget reserve for investment in a future year.

85. Both the £2.150m of on-going investments and the £2.3m one-off funding in 2009/10 align to political priorities, in order to:

a) reshape services in Children, Young People & Families, thereby improving weaker areas and focusing on key priorities of safeguarding;

b) invests in improving our highways and street scene;

c) invests in improvements to alleviate flooding risks; 

d) enables an earlier adoption of the Building Schools for the Future investment;

e) continue the investment in ICT to improve access to our services by customers and more efficiency in staff working.

86. These investments are in addition to the ongoing priority for Adult Social Care, which received significant funding for 2009/10 as part of the previous budget, and for which future funding has been allocated.

Medium Term Plan

87. The Cabinet is proposing further ongoing additions to the budget beyond 2009/10 of £2.500m in 2010/11 rising cumulatively to £25.139m by 2013/14, taking account of commitments and pressures over the medium term. 
88. The commitment to fund these priorities over the medium term results in reducing the sum available to allocate in each of the future years, as set out in the table below.  The ongoing sum available in 2010/11 is £0.473m 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.  There will also remain £2.941m of unallocated one-off funding available for use from 2010/11.

89. The sum available to allocate in 2011/12 is only £0.285m although in subsequent years is higher again. Given the investment proposals already committed for Social & Community Services, Environment & Economy and the provision for pensions, it is a reasonable position, but tight and one which will need to be reviewed in the coming year as the economic position becomes clearer. 
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	On-going sum available to allocate per Supplementary Report - February 2009
	0.7
	1.0
	0.7
	2.0
	6.3

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

	Additional Investment proposals
	-0.4
	-0.2
	
	
	

	Remaining on-going sum available 
	0.0
	0.5


	0.3
	1.6
	5.9

	
	
	
	
	
	

	
	2009/10

£m
	2010/11

£m
	201/12

£m
	2012/13

£m 
	2013/14

£m

	One-off sum available to allocate per Supplementary Report - February 2009
	3.2
	0.4
	0.0
	0.0
	0.0

	Additional Investment proposals
	-0.4
	-0.2
	
	
	

	Use of budget reserve created in 2009/10
	
	2.8
	
	
	

	Remaining one-off sum available 
	2.8
	3.0*
	0.0
	0.0
	0.0



* shown in MTFP as £2.941m in 2013/14 as not previously allocated, but available for use at any point from 2010/11
Directorate Priorities/Pressures and Savings

90. 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 and Families
91. The Cabinet is proposing on-going funding of £0.160m in 2009/10 and a further £0.160m in 2010/11 to increase the number of Children’s Social Workers.  In addition they are including further one off funding for training and administrative support.  This area is a key priority, and in addition to these funds, the Learning and Development programme has been re-prioritised to put further training resources into safeguarding of both children and adults.
92. An additional post to provide adoption support is included in the budget proposals, along with an additional £0.2m to support managing children in care.  The proposal to make savings of £0.250m through a detailed review of Early Years funding streams to switch resources to the preventative agenda has been classified as high risk. This will need to be monitored in year. 
Young People & Access to Education

93. The budget includes £0.150m to pilot extended opening times in some youth centres across the County. This has followed on from a pilot at three youth centres in the current year which has been successful. 
94. The budget proposals include £3.40m one-off investment over the medium term and £0.160m on-going investment relating to the Building Schools for the Future programme. This provides total funding of £4.2m over a five year period.
95. A saving of £0.175m is proposed relating to the outdoor education centres. Active advertising campaign along with other measures around occupancy levels are expected to generate additional income for the three centres. 
Social & Community Services (S&CS)

Adult Social Care - Demography

96. The MTFP agreed in 2007/08 and 2008/09 included funding for Adults demography of £3.653m for 2009/10 rising to £5.091m in 2010/11.  The Cabinet agreed the projections for 2010/11 and beyond would be reviewed nearer the time. 

97. The Cabinet has proposed as part of the budget this year, to fund the full cost of demography over the life of the medium term plan. Work undertaken by the Directorate has confirmed the numbers and cost over the medium term are in line with that calculated last year. In 2009/10 there is no further addition to the sum that was agreed as part of the 2008/09 budget as the sum is sufficient. In 2010/11, an additional £2.180m is proposed to be added to the budget, rising to £14.398m by 2013/14 (as set out in Annex 3).  When this is added to the £5.091m provided for 2009/10 and 2010/11 previously, this gives overall total funding of £19.489m by 2013/14.  This significant investment should meet the cost of rising numbers of older people whilst 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 longer term.
98. Within the Directorate plan there is still some unidentified savings which will need to be addressed.  For 2009/10 these are only £0.277m but rise to £2.282m in 2012/13 and to £4.007m by 2013/14.  These have been classified by the Directorate as high risk, and will need to be built into future detailed plans. The Directorate has built in some savings from developing preventative services.  Any further savings from the preventative agenda will be used to address unidentified savings. 
99. £3.105m has been agreed in 2009/10 for contract inflation, as set out at paragraph 11 above, the Directorate intend to use £0.875m of this to offset other pressures by containing contracts increases below 3%.  Whilst the Directorate are confident that they can deliver this, the position will need to be carefully managed.  

100. Demographic pressures of £1.8m on the learning disabilities service were included in the 2008/09 budget and MTFP for 2009/10.  Further resources have been built in for 2010/11 to 2013/14 included in the total for Adults in paragraph 98 above.  This should provide sufficient resources to meet the needs of an increasing number of clients.  From 2011/12 when the resourcing is liable to transfer to the Council, the proposals do not build in any further increases from the PCT, although they will retain a responsibility for the health needs of the increasing number of clients.

Community Services 

101. Within Community Services, there are no additional budget proposals. Pressures and priorities are being funded either from within the service, or where there is benefit through community building to the prevention agenda, funded from adult social care.  

Environment & Economy (E&E)

Transport

102. The Cabinet are proposing additional funding for flooding and drainage of £0.373m, tree management of £0.168m and street scene maintenance of £0.375m.

Energy

103. As referred to in paragraph 10 the Council is contractually committed to its street lighting energy and general energy contract until October 2009. The one-year contract was agreed when energy prices were at their peak. As a result there are pressures in 20091/0 of which the street lighting element is proposed to be funded in full, and that relating to council properties is funded at 80%, in recognition that the Council should be actively seeking to reduce its energy consumption.  Whilst there are reduced assumptions for 2010/11 there are still increases built in which will need to be reviewed as part of next years planning process.

 

Waste

104. In the existing MTFP the Council had included additional funding for waste disposal in future years.  In 2008/09 this included half of the likely increased costs from 2011/12 onwards, with the expectation that this would be reviewed on an annual basis.  The new proposals now reflect the full estimates of these costs through to 2013/14.  These remain based on the assumptions that a new disposal contract will be let to be operational in 2011.  Given the complexity of the contracting and of the scale of changes this will need to be reviewed again in the coming year.

LABGI

105. The Cabinet has made a number of proposals for the use of existing and potential LABGI funding.  The funding is to be used for economic development purposes, including supporting the work of the Oxfordshire Economic Partnership in helping promote a World Class economy; support for returning military personnel and their impact on the local economy; and economic recession measures. 
Community Safety and Shared Services (CS)

106. The budget proposals for 2009/10 include funding for an additional member of staff to undertake ongoing continuation training for flood response and safe systems of work.  This follows on from the £0.200m of one-off funding which was agreed in 2008/09, to ensure that a safe system of work is instigated, reducing the risk to Fire Service personnel when dealing with floods. 
107. For 2013/14, additional funding of £0.305m is proposed for increased staffing as a result of a possible duty system change and enhanced facilities required at Bicester. The need to change is due to an increase in population, business and commerce and progressively worsening congestion issues and the associated risk of fire with these.  
108. In addition, the proposed saving relating to key stage 4 youth activity (mainly connected to youth diversionary schemes), funding for the Phoenix Youth Intervention Scheme and firesetter intervention service totalling £0.074m have been funded in recognition of their importance to the youth and community work.  
109. In recognition of the volatility in fuel prices, an additional £0.080m is proposed for the diesel costs of the emergency red fleet vehicles. Fuel prices and their impact will need to be monitored in the coming year.  
An additional proposal for £41k has been included to fund an additional member of staff to support School with Health and Safety advice.  This post will sit within the Shared Services team. 

Corporate Core 

110. There is no additional investment proposed to the budget for Corporate Core, either in 2009/10 or over the medium term.  All of the pressures which have been identified will be met by compensating efficiencies and savings. 

Cross Directorate

111. ICT investment to deliver more efficient ways of working is a Cabinet priority.  £2.8m one-off funding and £0.4m on-going funding is proposed to continue with delivering the ICT strategy through the ICT Investment Fund. 

112. Other investment over the medium term includes the estimated impact of the pension fund revaluation in 2010, which has been discussed at paragraph 5 of the Supplementary Report to this Council, and the impact of the increased employers contribution for National Insurance from April 2011.

113. The Cabinet also proposes to expand the funding of the Apprenticeship scheme in 2009/10 and 2010/11; the Assistant to the Cabinet and the recommendation from the independent panel for Members Allowances.

Capital Programme
114. The Cabinet’s capital budget proposals include £3.280m for non schools and non transport schemes including Thornbury House Children’s Home, Cogges Manor Farm Museum and a youth centre refurbishment programme. The proposals include funding from the prudential borrowing scheme, agreed by Council as part of the 2008/09 budget and MTFP, in order to fund £25m investments over a ten-year period. This additional funding available will enable over half of the unmet capital needs identified in the Asset Management Plan to be achieved.   

115. The School’s programme has been reviewed and refreshed, and includes the start of the Primary Capital Programme; preparation for the Building Schools for the Future Programme referred to in paragraph 95; continuing investment in Children’s centres, extended and special schools; and provision of additional school places.

116. The Transport programme continues to deliver a range of major projects, including Access to Oxford; Cogges Link Road; Oxford High Street phase 3 and TRANSform Oxford.

Summary of the Cabinet’s proposals
117. The Cabinet’s proposals have recognised the risks and the service issues for 2009/10 and reflect a robust proposal.  They have also recognised the position in future years, building in additional funding for the most significant areas of pressure over the medium term.  They have also accepted the need for further savings to be identified and have acknowledged that it would be difficult to achieve this in one year without significant service reduction.  This will need to be determined as part of the 2010/11 Service & Resource planning process. The amount available to allocate in future years is very limited, but given the level of balances, and the risks assessed as part of the overall proposal it should be sufficient to maintain a robust budget over the medium term.  

Part 2 – Opposition Liberal Democrat Budget proposals

Overview

118. The Liberal Democrats are proposing a council tax increase of 3.75% in 2009/10 and 2010/11, rising to 3.875% thereafter.   

119. The budget proposal for 2009/10 represents a £13.623m (3.7%) increase in Budget Requirement. This is made up of inflation of £6.4m and real growth of £7.2m. The amount of pressures being funded total £17.126m of which £8.659m are met from identified efficiency savings and £6.317m are met internally by reprioritising and redirecting the budgets and £2.150m are funded from ongoing amount to allocate.  In addition, in future years there are investment proposals of £22.713m.  The details are set out in the Annex 3 to the Liberal Democrat Report to Council and are discussed further below.
120. The budget proposals also include one-off investment of £8.150m, of which £2.310m relates to 2009/10, and these are set out in Annex 2 to the Liberal Democrat report.  The balance of the one-off funding of £5.921m in 2009/10 has been added to a budget reserve for investment in a future year.
Medium Term Plan

121. The Liberal Democrats are proposing further ongoing additions to the budget beyond 2009/10 of £2.224m in 2010/11 rising cumulatively to £24.863m by 2013/14 taking account of commitments and pressure over the medium term.

122. The commitment to funds these priorities over the medium term results in reducing the sum available to allocate in each of the future years, as set out in the table below.  The ongoing sum available in 2010/11 is £0.749m which would leave the available headroom tight at this stage. However, the identified demographic and other pressures are already built into the base proposals.  There will also remain £3.091m of unallocated one-off funding for 2010/11.

123. The sum available to allocate in 2011/12 is only £0.642m although in subsequent years is higher again. Given the investment proposals already committed for Social & Community Services, Environment & Economy and the provision for pensions, it is a reasonable position, but tight and one which will need to be reviewed in the coming year as the economic position becomes clearer. The level of funds to allocate from 2011/12 onwards is approximately £0.4m higher than the Cabinet’s proposal due to the increased levels of Council Tax in those years.
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	Final Ongoing Sum to allocate per Supplementary Report - February 2009
	2.5
	4.8
	6.3
	7.1
	9.6

	Directorate pressures & priorities as per Annex 3
	-2.2
	-2.2
	-12.1
	-5.1
	-3.3

	Council Tax reduction/inflation adjustments
	-0.3
	-0.3
	-0.1


	
	

	Additional Efficiency Savings
	
	2.5
	2.5
	
	

	Allocation of funds for future year
	
	-4.0
	4.0
	
	

	Remaining on-going sum available 
	0.0
	0.8


	0.6
	2.0
	6.3

	
	
	
	
	
	

	
	2009/10

£m
	2010/11

£m
	201/12

£m
	2012/13

£m 
	2013/14

£m

	One-off sum available to allocate per Supplementary Report - February 2009
	8.3
	-0.6
	-0.3
	0.0
	0.0

	Directorate investments as per Annex 2
	-2.3
	-3.0
	-1.4
	-1.1
	-0.4

	Allocation of future funding
	-3.2
	
	1.7
	1.1
	0.4

	One-off allocation of funds
	
	4.0
	
	
	

	Use of budget reserve created in 2009/10
	
	2.8
	
	
	

	Remaining one-off sum available 
	2.8
	3.2*
	0.0
	0.0
	0.0



* shown in MTFP as £3.091m in 2013/14 as not previously allocated, but available for use at any point from 2010/11
Directorate Priorities/Pressures and Savings

124. 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.

125. There is a one-off cross directorate proposal to fund additional energy efficiency measure of £0.250m in the Council buildings including in schools.  There are greater savings proposed for the directorates, an additional 20% above the 20% saving already built in, on the basis of this investment totalling £0.103m per year.  The saving will be challenging to achieve especially if some of the resource goes into schools where it will not be recoverable. 
126. Further cross directorate reductions are proposed for the spend on publications and the use of consultants.  These savings total £0.336m rising to £0.515m in 2010/11.  It is acknowledged that consultants are used across the authority where short term project work, or specific skills are required.  It could be possible to reduce this spend by increasing the number of internal staff, although the skills and training may need to be carefully managed. 

127. The proposals include freezing for one year the increases in members’ allowances proposed by the independent panel and agreed by Council in June 2007.

Children, Young People & Families

128. The Liberal Democrats are proposing to allocate an extra £0.3m ongoing funding to CYP&F above the funding proposed by the Cabinet but £0.03m less one-off expenditure.  The largest areas of additional spend are £0.25m to retain the Early Years funding for working with Children at risk, and £0.1m for more outreach work with young people.  Both the Cabinet and the Liberal Democrats have made proposal for Apprentices.  The Liberal Democrats have funded £0.08m of ongoing revenue in CYPF, whilst the Cabinet have provided £0.4m over two years corporately to enhance the programme across the Council.  

Social & Community Services

129. The proposals add an additional £0.569m to S&CS from the Cabinet’s proposal in 2009/10 on an ongoing basis, and £0.05m more one-off investment, although the one-off investment reduces below the Cabinet’s in subsequent years.  The three proposals which form the additional elements relate to support for Older Carers, which is £0.250m; additional investment in occupational therapy of £0.235m; and removing the savings of £0.133m still to be identified for Older People.

130. The only one-off addition of £0.05m is a proposal to support vulnerable adults with the money management service, enabling the transition to a new database and eliminating the back log of cases.  

131. The Liberal Democrat proposal does reduce the amount of one off funding allocated to support Cogges Museum in 2010/11 and 2011/12.  This would require the scheme proposals to be reconsidered.

Environment & Economy

132. The budget proposals include reinstating evening and Sunday parking charges in Oxford and increasing on-street charges by 10% from April 2009.  This is expected to generate additional income in the on-street parking account of £0.644m which can be utilised from 2010/11.  There is also a further £0.05m generated from increasing the charges for skips and scaffolding.  The utilisation of the funding is shown for highway and pavement repairs; the partial re-instatement of the weed control budget and for pedestrian crossings.

133. Additional one off funding of £0.04m for five years is proposed in order to reduce the backlog in public footpaths awaiting diversion. 

Community Safety and Shared Services

134. Other than an energy saving, the only other saving required from Community Safety relates to the diesel increases. £0.02m has been assumed, which given the price has now fallen again should be deliverable.  Funding of a full time health and safety improvement worker for schools is included, this is £0.009m more than the Cabinet’s proposal.

Corporate Core

135. The Liberal Democrats are proposing to fund the same levels of investment in ICT.  However, they are proposing not to fund the appointment of the Head of Communications and Marketing, saving £0.11m.  In addition, a further £0.25m is proposed to be saved by redeploying or making redundant staff appointed to support the work on LAA2 agreed in last years budget.  Their report acknowledges that any redundancies can be funded from the remaining one-off sum to allocate.
Capital Programme

136. The Liberal Democrat’s budget proposals are the same as the Cabinet’s with the exception of a proposal to use the Chill Out and Youth Capital funds in a different way; and a proposal to re-prioritise some of the schemes in the Transport Capital programme to meet their priorities.

Summary

137. The Liberal Democrat recommendations match the Cabinet’s Council Tax increase in the first two years, but revert to a higher Council Tax subsequently.  This and the increased charges, mostly around car parking, allow for higher investment in later years in Highways.  Additionally there is approximately £0.7m more investment in SCS and in CYPF than the Cabinet’s proposal, and this is funded by reducing communications; corporate staffing and use of consultants.  

Part 3 - Labour Group Budget proposals

Overview
138. The Labour Group is proposing a council tax increase of 3.767% in 2009/10 and across the medium term.  

The budget proposals for 2009/10 represent a £13.668m (3.7%) increase in the Budget Requirement.  This is made up of inflation of £6.4m and real growth of £7.3m.  The amount of pressures being funded total £18.160m of which £8.420m are identified as met from efficiency savings and £7.545m are met internally by reprioritising and redirecting budgets, and £2.195m are funded from the ongoing amount to allocate.  In addition, in future years there are investment proposals of £25.526m ongoing.  The details are set out in the Labour Annex 3 and discussed further below.
139. The budget proposals also include one-off investments of £9.662m, of which £3.632m relates to 2009/10, and these are set out in Labour Annex 2. The balance of one off funding of £4.599m in 2009/10 has been added to a budget reserve for investment in a future year.

Medium Term Plan

140. The Labour Group is proposing further ongoing additions to the budget beyond 2009/10 of £2.420m in 2010/11 rising cumulatively to £27.721m by 2013/14, taking account of commitments and pressures over the medium term. 
141. The commitment to fund these priorities over the medium term results in reducing the sum available to allocate in each of the future years, as set out in the table below.  The ongoing sum available in 2010/11 is £0.603m which would leave the available headroom tight at this stage. However, the identified demographic and other pressures are already built into the base proposals.  There will also remain £1.579m of unallocated one-off funding for 2010/11.

142. The sum available to allocate in 2011/12 is only £0.288m and in 2012/13 is only £0.258m and only rises in the final year.  Given the investment proposals already committed most significantly for Social & Community Services, but also Environment & Economy and the provision for pensions, it is a reasonable position, but tight and one which will need to be reviewed in the coming year as the economic position becomes clearer. 

	
	2009/10

£m
	2010/11

£m
	2011/12

£m
	2012/13

£m 
	2013/14

£m

	
	
	
	
	
	

	Final Ongoing Sum to allocate per Supplementary Report - February 2009
	2.5
	4.8
	6.3
	7.1
	9.6

	Directorate pressures & priorities as per Annex 3
	-2.2
	-2.4
	-12.2
	-6.4
	-4.5

	Council Tax reduction to 3.767%
	-0.3
	-0.3
	-0.3
	-0.4
	-0.4

	Additional Efficiency Savings
	
	2.5
	2.5
	
	

	Allocation of funds for future year
	
	-4.0
	4.0
	
	

	Remaining on-going sum available 
	0.0
	0.6


	0.3
	0.3
	4.7

	
	
	
	
	
	

	
	2009/10

£m
	2010/11

£m
	2011/12

£m
	2012/13

£m 
	2013/14

£m

	One-off sum available to allocate per Supplementary Report - February 2009
	8.3
	-0.6
	-0.3
	0.0
	0.0

	Directorate investments as per Annex 2
	-3.6
	-3.2
	-1.4
	-1.0
	-0.4

	Allocation of future funding
	-3.2
	
	1.7
	1.0
	0.4

	One-off allocation of funds
	
	4.0
	
	
	

	Use of budget reserve created in 2009/10
	
	1.5
	
	
	

	Remaining one-off sum available 
	1.5
	1.7*
	0.0
	0.0
	0.0



* shown in MTFP as £1.579m in 2013/14 as not previously allocated, but available for use at any point from 2010/11
Directorate Proposals

143. 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.

Cross Directorate

144. The Labour Group are proposing additional saving through reductions in communications by reducing the number of issues for the Council magazine from 4 to 2, and by not appointing the Head of Communications and Marketing.   These proposals achieve £0.2m.  In addition, they propose reducing the ongoing budget for the Change Fund by £0.3m, although there is a one-off proposal which maintains the position for 2009/10.  Reducing the Change Fund could make delivering the future efficiencies which are required in 2010/11 and 2011/12 more difficult to achieve.

Children, Young People & Families

145. The Labour Group proposals include an increase in the number of Children’s social workers and provided all of the funding from 2009/10 (£0.350m), rather than the stepped increase proposed by the Cabinet.  They have also proposed ongoing training for Social Worker and Managers (£0.150m), rather than one-off funding in the Cabinet’s proposal.  

146. They are also proposing an additional £0.2m for the extension of opening times for some Youth Centres.

147. There are further one-off proposals of a £0.104m for Home Start, Restorative practice and youth support.

Social & Community Services

148. The Labour Group are proposing £0.818m of ongoing additional funding, rising to £3.515m by 2013/14.  Their proposals include £0.569m for additional Residential/Nursing Care and additional low level Home Support; plus £0.389m for the removal of savings which were previously agreed in 2007/08 on respite beds and low level home support and of savings to fund Oxford Inspire.  Then they have allocated £1.501m for 2012/13, rising to £2.827m for 2013/14 so that future savings to be identified do not need to be found, on the basis that the strategies in place may not be able to deliver the savings envisaged.

149. The impact of these proposals is the leave a lower level of funding to allocate in the last two years, although it wouldn’t prevent the re-examination of this funding if necessary.

Environment & Economy  
150. The proposals include effectively removing the subsidy for Park and Ride Car Parks.  They would introduce a parking charge at the two County owned sites from 1 April 2009, during the day time, and overnight at Thornhill.  They would then propose an increase in charge for those sites transferred from the City from 1 April 2010, subject to agreement with the City Council. If that agreement was not forthcoming the City may seek to withdraw from the agreement, which would remove the liability but also the assumed income stream.
151. In addition they propose to re-introduce charging for the evening and Sunday on-street parking charges in Oxford; and the removal of residential parking charges in Oxford.

152. The proposals assume this will produce £0.317m in 2009/10 rising to £1.15m on an ongoing basis from 2010/11 and beyond.  £0.440m will be used for bus service enhancements (through one-off funds in 2009/10) and employment of a dedicated cycling officer.  In addition, there is a one off funding proposal of £0.1m to reduce a saving relating to pro-active management of routing and procurement of subsidised bus services.
Community Safety and Shared Services

153. The Labour proposals have not included the funding of the Community Schemes for youth activities (£0.074m) nor the Health & Safety Post for schools (£0.041m).
Capital Programme
154. The Labour Group’s budget proposals are the same as the Cabinet’s with the exception of a proposal to amend the item “Youth Centre Refurbishment – including Witney” to add “and £0.06m for better use of space at East Oxford Youth Centre”.

Summary

155. The Labour Group recommendations are marginally more than the Cabinet’s Council Tax increase across the medium term plan period.  The increased charges around car parking and use of one-off funding allow for higher investment in bus services.  Additionally there is approximately £1.3m more investment in SCS and in CYPF than the Cabinet’s proposal, and this is funded by reducing communications; reducing the Change Fund; and removal of the Park and Ride subsidy by levying a parking charge.

156. This proposal has higher use of one-off funding in 2009/10, which will mean that only £1.6m is available for future years compared to £2.9m in the Cabinet proposal.  This leaves less flexibility to deal with risks that arise.  The on-going position also has less to allocate in the last two years as funding has been allocated to SCS, although this position could be re-assessed if required.

 Statement of Assurance

157. 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 2009/10 - 2013/14 under Section 25 of the Local Government Act 2003.

SUE SCANE
Assistant Chief Executive & Chief Finance Officer

� Based on a full year 
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