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ITEM CA5

CABINET – 16 DECEMBER 2008

FINANCIAL MONITORING

Report by the Assistant Chief Executive & Chief Finance Officer
Introduction

1. This report sets out the Council’s forecast financial position for the 2008/09 financial year based on seven months of actuals to the end of October 2008. It includes projections for revenue, balances, reserves and capital. The report provides explanations where the forecast outturn is significantly different from the budget with action plans to recover the position where appropriate. 

2. The forecast in-year revenue overspend across all Directorates is £0.567m, as set out in the table below.  This compares to an overspend of £0.373m
 in the 25 November 2008 report to Cabinet, a movement of £0.194m.  The in-year forecast now excludes the variance on the City Schools Reorganisation along with £1.000m of the ICT Investment Fund which will be used in 2009/10.

	Original Budget 2008/09
	
	Latest Budget 2008/09 
	Forecast Outturn 2008/09
	Variance

Forecast

Oct 08
	Variance

Forecast  Oct 08

	£m
	

	£m
	£m
	£m
 
	%2 

	79.552
	Children, Young People & Families 
	89.699
	89.409
	-0.290
	-0.32

	151.118
	Social & Community Services 
	158.464
	159.139
	0.675
	0.43

	60.450
	Environment & Economy
	65.936
	66.464
	0.528
	0.80

	34.228
	Community Safety & Shared Services
	40.967
	40.797
	-0.170
	-0.41

	12.512
	Corporate Core
	12.713
	12.537
	-0.176
	-1.38

	337.860
	Total In-Year Variation
	367.779
	368.346
	0.567
	0.15

	
	
	
	
	
	

	
	ICT Investment Fund
	1.000
	0
	-1.000
	

	
	City Schools Reorganisation 
	-1.369
	0
	1.369
	

	
	Total Per Annex 1
	367.410
	368.346
	0.936
	0.25


3. The year-end forecast of general balances is set out in Annex 5 and shows a forecast of £21.352m. After taking into account the forecast Directorate outturn plus the planned £1.000m underspend on the ICT Investment Fund, the consolidated revenue balances forecast is £21.785m. 

4. Figures for each Directorate are summarised within the annexes and individual Directorate reports setting out the detail have been placed in the Members’ Resource Centre.

5. The following annexes are attached:

Annex 1 (a-f)
Forecast Outturn by Directorate 

Annex 2 (a-c)
Virements and Supplementary Estimates

Annex 3 (a-b)
Specific Grants and Area Based Grant monitoring

Annex 4
Forecast earmarked reserves

Annex 5
Forecast general balances

Annex 6 

Savings Monitoring

Annex 7 (a-g) 
Capital Monitoring

Annex 8

Treasury Management Lending List

Part 1 - Revenue

6. Annex 1 shows the forecast revenue outturn by Directorate based on the position to the end of October 2008. Significant issues or movement in the variances are commented on below and the management action being taken.  

Children, Young People & Families: -£0.290m in-year Directorate underspend (£1.079m total overspend including City Schools Reorganisation)

7. The overall Directorate position is a forecast overspend of £1.079m, as shown in Annex 1a.  This has decreased by -£0.100m since the last report to Cabinet.  £1.369m of the total forecast overspend relates to the City Schools Reorganisation where the repayment is planned over a number of years. The forecast Directorate in-year underspend is £0.290m.

8. Within the Young People and Access to Education Service Area the Home to School Transport Service is forecasting an underspend of  -£0.500m.  This is the result of improved commissioning and tendering, and improved co-ordination and rationalisation of taxi routes.   The remaining contract re-tendering date for this financial year is 16 March 2009 and will cover the Chipping Norton area.   The service area is also forecasting a -£0.200m underspend on the Out of County Placements budgets.   

9. Out of county and agency placements are being combined in 2008/09 to achieve the outcomes identified as part of last year’s Service & Resource Planning process.  The intention is that this will enable more effective and efficient commissioning across the service.   Currently £0.200m pressure on placements, allowances and the agency budget in Children and Families service is offset by an equivalent underspend in out of county placements as noted in paragraph 8.   A further £0.150m of the total £0.350m overspend in Children and Families relates to an unachievable efficiency saving for Children’s Homes.

10. The Commissioning Strategy and Locality Development service are forecasting an overspend of £0.060m, a reduction of £0.100m since the previous report.  This includes £0.050m for legal fees along with one off costs of retirements and redundancies relating to the restructure of the Directorate.   These one off costs will be recouped in 2009/10 through ongoing savings relating to deleted posts.   An underspend of -£0.100m is reported on Joint Use facilities and reflects unused contingency for urgent repair works. 

11. The effect of the Baby P case in Haringey has led to an increase in the number of children in care nationally. The position in Oxfordshire is being monitored closely but to date the effects are being managed within current budget provision.   The risk of further pressure in this area remains.

Social & Community Services: £0.675m overspend

12. Social & Community Services are forecasting an overspend of £0.675m, this is an increase of £0.170m since the last report.  

13. Adult Social Care are forecasting an underspend of -£0.112m, a movement of £0.102m from the previous report. Within this, External Home Support are forecasting an overspend of £0.967m, a change of £0.205m from the previously reported position.  The change is a result of a significant increase in the number of clients receiving services as a result of the continuing efforts to facilitate hospital discharges and an increase in the number of clients receiving Direct Payments.  This is partly offset by a -£0.594m underspend on Internal Home Support, (increased by -£0.075m since last month).  The underspend is primarily a result of staff transferring to the First Response Team.   The reduction in care workers hours will bring the spend into line with the reduced budget for the service in 2009/10.

14. The forecast for Internal Learning Disabilities Services is an underspend of -£0.121m.  The change of £0.041m since September reflects changes to the staffing forecasts.  

15. As a result of several high cost clients leaving the Integrated Mental Health Service the overspend position has decreased by -£0.062m leaving a residual overspend of £0.051m.  

16. Other areas of Adult Social Care are forecasting underspends as previously reported; these are Integrated Care Services -£0.268m, Acquired Brain Injury -£0.082m and Older People Fairer Charging Income -£0.094m.  

17. The forecast overspend for Strategy & Transformation is £0.690m, an increase of £0.061m since the last report.  As previously reported, £0.337m of the overspend relates to the transfer of budget to Shared Services.   

18. Creation Theatre Company has been awarded a grant of £0.030m to support their activities and ensure their ongoing financial viability.  The grant is repayable in July 2010.  A supplementary estimate is requested now with the intention that balances will be repaid in 2010/11. 

Pooled Budget Memorandum Accounts

Older People’s and Physical Disabilities Pool

19. The forecast outturn for the Older People’s and Physical Disabilities’ Pooled Budget is an overall overspend of £1.703m, a decrease of £1.389m since the last report.  The Oxfordshire County Council element of this pool is forecasting an underspend of -£1.429m.  The underspend has increased by -£0.419m since September mainly due to changes in the calculations of future commitments relating to the balance between permanent and short term placements, the spread between Nursing, Residential and Transitional placements and attrition rates.

20. The reduction in the forecast on the Primary Care Trust (PCT) element is due to a revision on the number of outstanding referrals and the transfer of clients from spot purchased beds to block contracts.   Overall the number of clients eligible for Continuing Care is still higher than planned due to the new national framework.

21. Work is continuing with the PCT to develop and implement an action plan to reduce the forecast overspend. A major piece of work is being undertaken by the PCT’s Turnaround Director in conjunction with County Council staff to find the most cost effective way to support the increased number of clients and to look at how the new framework is being applied. 

22. The Equipment pooled budget is currently forecast to overspend by £0.205m, unchanged from the previously reported position.  

Learning Disabilities Pool

23. The forecast overspend on the Learning Disabilities Pooled Budget reported for September was £2.081m.  The forecast outturn is now an overspend of £1.604m.  The £0.477m reduction reflects the virements of £0.610m, approved as part of the action plan, now included in the budget, and savings from reviews of package costs offset by increases in client packages agreed at the October panel. The forecast does not include the cost of panel decisions to be made in the last four months of the year and the remaining efficiency savings not yet achieved in 2008/09.   Risk remains high in this area and it is being monitored closely to ensure that the overspend is reduced to £1.000m.

24. The remaining pressure of £1.000m is being addressed as part of the Service & Resource Planning process for 2009/10 by the Directorate and PCT.

Environment & Economy: £0.528m overspend

25. The Directorate is forecasting an overspend of £0.528m, an increase of £0.075m since the last report.  

26. In addition to the previously reported pressures on the street lighting contract of £0.500m, further pressures are now anticipated.  De-silting work on bridges due to flood damage in 2007 is forecast to cost an additional £0.060m.  This is partly offset by other small underspends totalling -£0.010m.

27. There is no change to the forecast position on waste tonnages. The prediction is that an estimated 313,883 tonnes of waste will be disposed of, 14,512 tonnes less than budgeted, giving rise to a -£0.579m underspend. This is offset by some areas of previously reported overspends on the waste treatment procurement of £0.325m and £0.063m across other areas of Sustainable Development. The total underspend for sustainable development has increased by -£0.082m to £0.191m, the increase relating in the main to additional income from planning fees.  

28. The Property Services overspend has increased by £0.092m to £0.154m.   The forecast position on Staff Housing is now an overspend of £0.079m as a result of increases in reactive Repairs and Maintenance combined with a shortfall in rental income.   

Community Safety & Shared Services: -£0.170m underspend 

29. The Directorate is forecasting a -£0.170m underspend, an increase of   +£0.010m since the last report.   

30. As reported previously, the whole-time firefighters’ pay budget is forecasting an underspend of -£0.100m.  This budget has been very closely controlled this year following an overspend in 2007/08.  A planned programme of recruitment of firefighters will commence in January in order to bring the service back to full establishment.  

31. The Fire & Rescue Service’s allocation of LABGI funding totalling £0.400m for additional posts in Community Safety and joint projects with Children, Young People & Families will not be spent in full this year. £0.100m will be required to be carried forward for the continued funding of projects next year.

32. The overspend relating to fuel prices is still forecast to be £0.060m.  As the price of diesel continues to fall the forecast is likely to move closer to budget over the remainder of the year.

33. The Fire & Rescue training budget is forecasting an underspend of       -£0.040m.  It is proposed as part of the Service & Resource Planning process for 2009/10 that this underspend will be carried forward to provide some temporary funding for a training post for flood response and safe systems of work.  

34. The remaining firefighters in Abingdon whose houses were affected by the flooding last year have now moved back to their properties from temporary rented accommodation.  The cost of this accommodation to date along with other flood related costs has been met from supplementary estimates.   A final supplementary estimate of £0.010m is now requested to cover the remaining rental and related costs.   
Shared Services

35. Negotiations concerning the transfer of the remaining budgets from directorates are close to resolution.  Further planned savings are to be achieved by a programme of continuous improvement and system development.  The new structure for Learning & Development will be in place by the end of the year.  Additional savings in this area are dependent on the successful development of systems.  Plans are in place or are being developed to achieve the business case savings in the other service areas.  
36. Annex 1f presents the current cash flow forecast for achieving savings in the business case.  This shows that the project has currently slipped by around 7 months.  Payback on investment in the project is expected by March 2011.  
Corporate Core: -£1.176m underspend (in-year underspend of -£0.176m)

37. The Directorate is forecasting a total underspend of -£1.176m, a reduction of -£0.039m since the last report.    Of this as reported last month, -£1.000m is a planned underspend on the ICT Investment Fund which will be used in 2009/10, this leaves an in-year underspend of -£0.0176m.

38. Underspends totalling -£0.063m relate to Change Fund expenditure that is now expected to slip into 2009/10.  Of this, -£0.030m is for the Policy Unit and -£0.033m is for Corporate Change.  

39. Legal Services have incurred costs of £0.029m in relation to the Warneford Meadow town/village green public inquiry.  Accepted practice is that exceptional legal costs over £0.025m are funded from balances, therefore, a supplementary estimate for £0.029m is being requested.   Further costs may be incurred if the decision is subject to a judicial review.

40. Several service areas are forecasting variations on their staffing budgets.  Underspends totalling -£0.136m are forecast for Communications & Marketing, Corporate Change and the Policy Unit due to delays in recruitment and changes to working hours.  This position has reduced by £0.010m since the last report.  This is offset by overspends totalling £0.108m in Democratic Services and Human Resources & Organisational Development.

Virements and Supplementary Estimates

41. The virements requested this month are detailed in Annex 2a with virements previously approved in Annex 2b.  

42. Supplementary estimates totalling £0.069m are being requested as detailed in Annex 2c.  Corporate Core is requesting £0.029m for legal costs (paragraph 39) and Community Safety is requesting £0.010m for flood related costs (paragraph 34).  £0.030m is requested by Social and Community Services (paragraph 18) to fund the grant made to Creation Theatre Company.

Grants Monitoring

43. Annex 3a details the movement on specific grants since the original estimate and Annex 3b details the Area Based Grant.  

44. Social & Community Services have been notified of three new grant allocations this month, Learning Disabilities Campus Closure £0.013m, Information Advice Guidance £0.012m and Adult Stroke Services £0.111m.  In addition, the Learning & Skills Council have announced the Adult Learning grant for 2008/09 as being £3.997m, this is £0.238m higher than budgeted.

Savings Monitoring

45. Continuing the approach taken in 2007/08, savings included in the 2008/09 budget are being monitored through the year.   The following table shows the total budgeted savings for each Directorate and compares this to the forecast outturn at the end of October.   Annex 6 provides a further breakdown by Service Area and, where material, an explanation of the forecast variance.   

46. The current forecast position for each Directorate compared to the savings built into the agreed 2008/09 budget is as follows.  

	
	Total Budgeted Saving
	Forecast Year-End Saving 
	Variance

	
	£m
	£m
	£m

	Children, Young People & Families
	-2.704
	-2.819
	-0.115

	Social & Community Services
	-11.943
	-10.315
	1.628

	Environment & Economy
	-4.631
	-4.583
	0.048

	Community Safety
	-0.082
	-0.082
	0.000

	Corporate Core
	-1.082
	-1.064
	0.018

	TOTAL
	-20.442
	-18.863
	1.579


47. Where there are variations these need to be considered in the wider context.  For Social and Community Services, for example, the total forecast overspend of £0.675m is much smaller than the £1.628m shortfall on the savings so there are mitigating variations elsewhere in the Directorate and the savings should not be seen in isolation.  Further updates will be provided in the reports on the December position and Provisional Outturn Report for 2008/09.

Strategic Measures

48. Annex 8 details the Council’s current lending list.  Abbey plc has been reinstated since the last report.  Allied Irish Banks, Anglo Irish Bank and Bank of Ireland were removed from the list on 28 November 2008 as they were placed on negative watch.    

49. The average in – house cash balance for October 2008 was £234.5m and the average in –house rate of return was 5.565%.

50. The Government are putting in place legislation to defer the impact of the Icelandic Banks’ collapse.    This will result in a net nil impact in 2008/09. 

Part – 2 Balance Sheet

Reserves

51. Annex 4 details the forecast movement on earmarked reserves. 

52. Social & Community Services are creating a new reserve for Village Hall Grants.  There is currently an underspend of -£0.065m on this budget which is due to the timing of agreed payments being taken up.  It is proposed that this is transferred to a reserve to avoid fluctuations in the forecast from year to year. 

Balances

53. Annex 5 sets out the year-end forecast of general balances taking into account known changes. Forecast balances are £21.352m as at the end of October, a change of -£0.069m since the last report.  The change reflects the request for supplementary estimates referred to in paragraph 42.
Part – 3 Capital  

54. The projected in-year commitment on capital is estimated at £100.4m, compared with the updated October Capital Programme of £100.7m, a variation of -£0.3m. The table below summarises the monthly movement.  Actual expenditure to the end of October was £42.7m, 43% of projected spend, as shown in Annex 7.

55. The projected commitment on the overall capital programme is £841.7m, an increase of £3.2m from the latest Capital Programme (October update) of £838.5m.  
	Directorate
	Monthly Movement

	
	In-Year
	Overall Programme

	
	£’m
	£’m

	CYP&F
	-0.1
	0.0

	S&CS
	0.1
	0.0

	E&E
	-0.8
	0.1

	CS
	0.1
	2.2

	CC
	0.3
	0.3

	TOTAL
	-0.4
	2.6


56. The table below summarises the in–year variations for each of the directorates:

	Directorate
	Original Budget

(Feb)
	Latest Budget (Oct)
	Latest Forecast
	Budget Variance
	Variation to Latest Budget

	
	(a)
	(b)
	(c)
	(b)-(a)
	(c)–(b)

	
	£’m
	£’m
	£’m
	£’m
	£’m

	CYP&F
	43.0
	40.7
	40.6
	-2.3
	-0.1

	S&CS
	12.5
	9.7
	10.1
	-2.8
	0.4

	E&E
	34.5
	38.2
	37.1
	3.7
	-1.1

	CS
	0.8
	0.9
	1.1
	0.1
	0.2

	CC
	1.0
	1.0
	1.3
	0.0
	0.3

	Sub-total
	91.8
	90.5
	90.2
	-1.3
	-0.3

	Devolved Formula (Schools)
	18.6
	10.2
	10.2
	-8.4
	0.0

	TOTAL
	110.4
	100.7
	100.4
	-9.7
	-0.3


Directorate Specific

Children, Young People & Families

57. The in-year commitments estimated are £50.8m (including devolved formula capital) compared with a budget of £50.7m.  

58. Work completed by the capital challenge panel has identified estimated in-year movement within schemes of over £2m. This is mainly due to the Flexibility of Childcare programme (-£1.3m) where the three years of allocated funds have been revised in light of bids to accurately reflect the annual spend profile however variation to report. In addition to this four schemes (-£1.0m) due to start in the last quarter of the financial year have slipped into 2009/10 due mainly to delays in the planning process. Further detail will be available in next months report. 
Social & Community Services

59. The in-year commitments are estimated at £10.1m compared with a budget of £9.7m, a total variation of £0.4m.  This is a movement of £0.1m from last month and relates to the Homes for Older People programme (£0.4m) and the Learning Disabilities Supported Living Programme (-£0.3m).    

Environment & Economy

60. The in-year commitments estimated are £37.1m compared with a budget of £38.2m an overall variation of -£1.1m. This is a variation of -£0.8m from the last report.  The scheme movements since last month are tabled below. 

	Scheme
	£’m
	Key Reasons

	Oxford Transport Strategy
	-0.880
	London Road Phase 2 slippage and West End slippage. 

	Witney Town Programme
	+0.350
	Cogges Link cost increases.

	Banbury Town Programme
	+0.194
	Hennef Way arbitration.

	Public Transport
	+0.104
	Variations on several schemes.

	Smarter Choices
	-0.498
	Commitment change following challenge panel.

	Specific Road Safety
	-0.297
	Purchase of storage area slipped to 2009/10.

	Thames Towpath
	+0.101
	Better than expected progress due to favourable weather conditions.

	BOP – Central Offices
	+0.149
	Change in profile to increase 2008/09 spend.

	Various
	-0.058
	Minor variations on several schemes

	TOTAL 
	-0.835
	


Corporate Core 

61. The in-year commitment estimated for Corporate Core is £1.3m compared to a budget of £1.0m, a variation of £0.3m. The increase relates to the SAP for Schools Programme Grant (£0.268m) which is funded through an allocation from the Performance Reward Grant.

RECOMMENDATIONS

62. The Cabinet is RECOMMENDED to:

(a) note the report; 

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

(c) approve the supplementary estimates as set out in Annex 2c.

SUE SCANE

Assistant Chief Executive & Chief Finance Officer

Background papers:
 
Directorate reports

Contact Officers:

Kathy Wilcox, Principal Financial Manager

Tel: (01865) 816351

December 2008 

� The variance has been adjusted from the £0.627m reported to exclude the £1.0m planned underspend relating to the ICT Investment Fund.


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


� The consolidated revenue balances forecast is the forecast general balances plus the forecast Directorate in-year underspend and £1.000m ICT Investment Fund variation.
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