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ITEM CA8
CABINET – 23 JUNE 2009

FINANCIAL MONITORING

Report by Assistant Chief Executive & Chief Finance Officer

Introduction

1. This is the first financial monitoring report for the 2009/10 financial year and covers the period up to the end of April 2009 for both revenue and capital budgets.  Given the difficulty in forecasting year-end outturn based on a single month of expenditure and income the report focuses on key risk areas and emerging pressures.

2. The 2009/10 revenue budget was approved by Council in February 2009.  Subsequent budget reallocations to reflect final grant notifications and adjustments to support service recharges and pooled budgets were noted by Cabinet on 17 March 2009.  These updated budgets have been used for the Council’s Service & Resource Planning publications for 2009/10 to 2013/14 and will form the basis for the 2009/10 monitoring reports.

3. The table below summarises the budget for 2009/10 by Directorate:

	Directorate
	Original Budget 2009/10

	
	Gross Expenditure

£m
	Income

£m
	Net Expenditure

£m

	Children, Young People & Families
	502.0
	-403.7
	98.3

	Social & Community Services
	225.4
	-58.6
	166.8

	Environment & Economy
	98.4
	-29.8
	68.6

	Community Safety & Shared Services
	54.0
	-24.1
	29.9

	Corporate Core
	35.2
	-25.8
	9.4

	Total Directorate Budgets
	915.0
	-542.0
	373.0


4. The following annexes are attached:

Annex 1 (a-b) 
Virements and supplementary estimates 

Annex 2 (a-c) 
Specific Grants Monitoring

Annex 3 

Treasury Management Lending List 

Part 1 - Revenue 

Children, Young People & Families

Young People and Access to Education

5. Home to School transport underspent by -£0.107m in 2008/09. However, this final position is net of a temporary virement of £1.153m to Agency Placements in Children and Families to offset pressures and a £1.000m contribution to reserves so the underlying underspend was much bigger.  The total savings reflect improvements in route planning and commissioning.  Further work is taking place to assess whether the level of savings achieved in 2008/09 can be maintained, but at this stage it is expected that there will be a significant underspend in 2009/10.

Children & Families
6. There is a forecast pressure of £2m on the placements budget due to increased demand and cost pressures.  The Council is responsible for a growing number of children and young people in permanent placements outside the looked after system. The length of time children and young people are remaining in care is also increasing and in some cases extending to beyond the age of 18. This further exacerbates the rise in costs because these older children and young people tend to have more complex needs, which are more costly to meet and have caused a blockage in placements resulting in an increase in the number of placements in the more expensive private and independent sector. The high volatility and placement costs associated with this service area continue to make this the highest budget risk area for the Directorate.
7. Detailed analysis of all care plans is taking place to eradicate drift in placements, and additional resources are being redeployed to reduce the demand for care placements.  These measures will likely prevent any increase in the projected position.  When the Directorate’s placement budgets are amalgamated, capacity will be developed further to promote prevention and cost reduction.
8. The overspend on Asylum Seekers in 2008/09 was £1.049m and has been carried forward pending the receipt of Special Circumstances Grant.  It is anticipated that there will be a further pressure of £1.0m in 2009/10 that will need to be managed.

Other

9. There was an underspend of £1.188m on the Dedicated Schools Grant at the end of 2008/09 which will be available in 2009/10 to offset some of the anticipated pressures.     Work is continuing to identify savings elsewhere to manage the risks reported at this stage, and to balance the expenditure against the budget overall across CYP&F.  This will continue to be closely monitored. 
Social & Community Services

Community Services
10. The Adult Learning Service overspent by £0.194m in 2008/09.  Reserves now stand at £0.117m and there are supplementary estimates of £0.181m to be repaid over 4 years from 2009/10. 
11. The management of the Adult Learning budget is complicated because of the complex and sometimes unpredictable funding arrangements of the Learning & Skills Council (LSC).  Funding is based on an academic year rather than a financial year so there is still uncertainty about the level of funding from September 2009 and about the priorities for the 2009/10 academic year.    This may be further complicated by the abolition of the LSC in March 2010 and its replacement by the Skills Funding Agency.
12. In order to bring the budget position under control radical changes in the organisation of and provision offered by the Service are required and some are already underway. This includes senior management and service restructuring, a review of premises and changes to the level and range of provision in some areas. 
13. The recovery plan aims to bring the service into balance by 2012/13. However costs are likely to increase in 2009/10 because of redundancies and part year savings.
14. The Review of Charges for 2009/10 approved by Cabinet in December and included in the 2009/10 budget included proposals to increase charges for Adult Learning classes by between £0.25 and £0.75 per hour from September 2009. This was an increase of approximately 13% and would have increased income by £0.090m at the rate of learner take-up then prevalent. In view of the current economic climate and the likelihood of “consumer resistance” the Adult Learning Service has proposed that these increases are not applied and that rates for the 2009/10 academic year be frozen at 2008/09 levels.   Depending on the level of take up of courses any shortfall in income will need to be taken into account in the recovery plan.   
Adult Social Care
15. Mental Health Services – The Integrated Mental Health budget was overspent by £0.357m in 2008/09 due to increased client numbers and high client costs. A recovery plan has been put in place to reduce the likelihood of similar overspending in 2009/10 by reviewing placements and moving people to more appropriate lower care placements, and reviewing contracts. A Project Board consisting of senior managers from OCC, the Primary Care Trust and the Oxfordshire and Buckinghamshire Mental Health Trust has been set up to oversee the project.
16. Income from Clients - The 2009/10 budget includes a target of £0.406m additional income resulting from more timely financial assessments following a review of the financial and care assessments processes. Good progress is being made with the review which resulted in increased income in 2008/09. However the income achieved is dependent on the number of clients and the client mix. The level of income will be monitored on a monthly basis to ensure that any variations are identified as early as possible. 

Pooled Budgets

17. The following table sets out the pooled budgets for 2009/10.
	
	OCC Contribution

£m
	PCT Contribution

£m
	Total Pooled Budget

£m

	Older People
	82.793
	20.705
	103.498

	Physical Disabilities
	  7.114
	  3.260
	  10.374

	Equipment
	  1.346 
	     0.311
	    1.657

	Total OP, PD and Equipment Pool
	91.253
	24.276
	115.529

	Learning Disabilities
	42.630
	31.078
	73.708


18. The Older People’s, Physical Disability and Equipment Pool has been extended to include External Day Services, Internal Home Support, External Home Support, Internal Day Services and Integrated Care Services in 2009/10. 
19. In addition to inflation increases, the Oxfordshire Primary Care Trust (PCT) has increased its contribution to the Older People’s pool by £1.5m in respect of the on-going additional costs arising from changes to the Continuing Health Care framework. This will not be enough to cover the increasing number of clients eligible for Continuing Health Care so there will be significant additional pressures on the pool during the year. Preliminary estimates put this pressure at more than £4m. Work is underway by the Continuing Care team in the PCT and the Council to verify the current forecasts. Updated figures will be included in future reports. 
20. The PCT has increased its contribution to the Learning Disabilities Pooled Budget by £1.0m in respect of its share of further demographic pressures identified in addition to the funding already included in the Council’s Medium Term Financial Plan.   An additional £0.424m contribution was also made in 2008/09.
21. The Learning Disabilities pooled budget is under severe pressure to achieve savings to meet pressures in 2009/10 and future years. An Efficiency Savings plan is in place and is being monitored by the Joint Management Group on a monthly basis. At this early stage of the year the service is confident that the savings will be achieved.  
Environment & Economy

Transport
22. Unless there is a prolonged period of extreme weather in the remainder of the year it is anticipated that Transport will deliver its service within budget.
Sustainable Development
23. The economic downturn continues to have an adverse impact on the level of planning income and the sale of waste recyclates.  In 2008/09 the waste disposed of was 7% lower than budgeted.  It is too early to accurately predict 2009/10 tonnages, but if this pattern continues the risk of overspending will substantially reduce and we will not need to purchase Local Authority Trading Scheme (LATS) permits.  

24. The Oxfordshire Waste Partnership financial arrangements went live on 1st April 2009, and again the financial impact of these will not be fully realised until much later in the financial year. The Waste Treatment procurement is ongoing in 2009/10 and although there is a carryforward of £0.467m to support the consultancy costs associated with this process, further delays could put pressure on the available funding.
Property Services
25. Due to the nature of the work undertaken it was not possible to meet Health & Safety capitalisation targets in 2008/09 and this put pressure on the revenue budget.   Work is underway to review the programme of work to ensure that this does not recur in 200910.   Further pressures relate to the Better Offices Programme (BOP) where budget transfers relating to vacated properties are less than the cost of the new properties.   Further work is still needed to ensure that these pressures are funded and the costs apportioned as appropriate across other Directorates.   

Community Safety & Shared Services

Fire & Rescue
26. The Fire & Rescue Service is introducing a new scheme for paying retained firefighters with the aim of reducing the inequalities of the existing scheme and improving recruitment and retention.   Forecasting the cost of retained firefighter pay is extremely difficult due to the number of variables including the level of activity.   Financial modelling indicates a worst case pressure on the budget of £0.160m if the scheme were to be introduced without any phasing.  In order to mitigate the risk, the new scheme is to be phased in over a three year period, commencing July 2009 with reviews at the end of each year.   
Gypsy & Traveller Service
27. Following the successful completion of the one year contract to manage the Buckinghamshire County Council gypsy and traveller sites, a new five year contract has now been signed.   The service is also considering offering a managed service to another local authority.
Shared Services
28. Shared Services has delivered approximately 89% (£4m) of the business case savings target of £4.45m.   The remaining 11% will be delivered by the end of this financial year through the implementation of new systems and processes.    The project remains approximately six months behind delivery of the full business case but will be able to deliver the savings included in the Medium Term Financial Plan from next year.  The delay is due to the late start of the project in 2006/07.
29. A virement request is included in Annex 1 to transfer £0.160m from Benefits Realisation to the Shared Services central budget.   This covers a shortfall within the budgets for postage, photocopying and running the general office.   The original budgets were set at levels which are inadequate now that Shared Services is fully operational.
30. The Occupational Health Service transferred from Corporate Core to Shared Services on 1 April 2009.   The budget virement is included in Annex 1.
Corporate Core

ICT
31. There are continuing pressures on the ICT budget due to the high level project work and system development. The Government Connect programme, in particular, is likely to have an impact on the ICT budget.   The Oxfordshire Community Network (OCN) budget is also subject to continuing cost pressures.  These pressures will be managed by effective project management during the year together with other measures to ensure that the costs are kept under tight control.
32. A partnership agreement with Oxford City Council commenced on 1 April 2009.  The agreement is to provide the City with a full ICT service is for seven years and has an estimated annual value of £1.0m per annum.
Legal & Democratic Services
33. It is expected that the downturn in the economy and the consequent reduction in the level of property development in the county will reduce the amount of Section 106 income earned by Legal Services this year.  It is too early to assess the effect on this trading service of any loss of income.
34. A fundamental review of Democratic Services is being undertaken to look at service levels and address the underlying pressures on this budget.
Virements and Supplementary Estimates

35. Requests for virements are summarised in Annex 1.

Carry Forwards from 2007/08

36. As set out in Annex 7 of the Financial Monitoring Report to Cabinet on 16 September 2008 some of the carry forwards agreed at the end of 2007/08 were retained in balances until the year they were required.   Cabinet is now requested to approve the following are released from balances. 
Children, Young People and Families

37. £0.045m is required by Youth offending Service for new posts.    £0.050m originally relating to an underspend in Home to School Transport will be retained in balances pending a future request for this funding.
Social & Community Services

38. In 2007/08 a Creative Learning Conference planned, in partnership with Children, Young People & Families and others, to promote creative learning in the county was  deferred pending clarification of the government’s plans for a national “Cultural Offer” to young people. An underspend of £0.020m was transferred to balances. The Arts Council have confirmed that a "pot" of grant aid is available to support creative learning initiatives with young people.  Oxfordshire is well placed to bid for this and a proposal will be going forward later in the year from the working group which includes Social & Community Services, CYPF and external partners.  The sum in balances will be required for match funding. It is proposed that £0.020m should remain in balances until the outcome of the bid is known.
39. The development of resource centres as part of supporting people to remain at home is a key part of our day service strategy. Modernisation money was allocated to enhance centres and develop a centre in Witney but was underspent in 2007/08 due to slippage in development and the tendering process. Part of the underspend was used in 2008/09 and it is requested that the remaining £0.129m be drawn down to meet the running costs of the service in 2009/10.
Environment & Economy
40. £0.100m base budget funding for SALIX which is match funded through grants from the Carbon Trust has been held in balances since the end of 2007/08.  A request for the drawing down of this funding has been requested in order for the match funding to be realised in 2009/10. 

Community Safety & Shared Services
41. A carry forward of £0.035m in Trading Standards is now required to cover the employee costs of a temporary Intelligence Analyst. 
Specific and Area Based Grants Monitoring

42. Details of specific government grants receivable in 2009/10 and the associated expenditure are included at Annex 3a.  Changes to the grants and associated expenditure are shown in Annex 3b.   Annex 3c shows grants that are included in Area Based Grant.  
Specific Grants#
43. As per the Part 1 Budget Book specific grants receivable in 2009/10 total £420.4m and include £317.2m Dedicated Schools Grant.     New grants or changes to existing grants noted in this report total £0.650m.

Area Based Grant
44. The total Area Based Grant allocation for 2009/10 is £26.994m.  This is an increase of £0.044m compared to the original budget, due to a new grant for Designated Teacher Funding.

Strategic Measures

45. The lending list as at 12 June 2009 is attached at Annex 3.   The Treasury Management Strategy only allows wholly nationalised banks to be included.   There are now a number of banks with significant Government ownership but not fully nationalised.   Following consultation with the Group Leaders, a delegated decision has been taken in line with the Strategy to add Lloyds Banking Group, including Bank of Scotland and Royal Bank of Scotland, back onto the lending list in view of their significant government ownership.
46. The average in-house cash balance for April 2009 was £208.5m,   and the average in-house rate of return was 1.87%. This still includes longer term deposits which were made whilst rates were higher, and the average rate is expected to fall shortly as the impact of the 2008/09 reductions in rates is felt.

Part 2 - Capital 
47. The table below sets out the 2009/10 capital programme agreed by Council on 10 February 2009.   
	Directorate
	Original 2009/10 Budget

(Feb 2009)

	 
	£m

	Children Young People & Families
	39.9

	Social & Community Services
	7.9

	Environment & Economy
	41.5

	Community Safety
	0.2

	Corporate Core
	1.0

	Subtotal Directorate Programmes
	90.8

	Devolved Formula Capital
	9.9

	Grant Funded Schemes devolved to schools
	1.4

	Earmarked Reserve Allocations
	0.3

	Total Capital Programme
	102.1


48. The next formal programme update will be considered by Cabinet on 21 July 2009 and will include an update on the latest expenditure and funding profiles taking account of the 2008/09 year end position and other changes in April and May 2009.
49. As reported on 21 April 2009, the Department for Children, Schools and Families (DCSF) has also announced changes to their capital allocations for 2009/10 as part of the Government’s fiscal stimulus package.   This includes the bringing forward of 40% of the indicative Devolved Formula Capital allocations from 2010/11 to 2009/10.  Schools have been requested to make proposals for the use of this accelerated funding.

50. Given the wider economic environment there is a risk that anticipated capital receipts and developer contributions may not be fully realised.   Any delays will have an impact on cash flow for the programme whilst any reduction will result in a shortfall for the financing.
51. Where appropriate the programme update will also take account of the following developments:

Building Schools for the Future (BSF)
52. Oxfordshire County Council has been ranked 22nd out of 70 Local Authorities (LAs) for the entry to the BSF Programme. This puts the authority in the top half of LAs submitting revised ‘expressions of interest’ and therefore in the group of LAs from which the BSF projects to support acceleration of the national programme will be drawn. The exact sequencing will be determined by a LA’s ability to demonstrate their ‘Readiness to Deliver’, rather than where their first BSF project was ranked.
Primary Capital Strategy for Change
53. Oxfordshire Primary Capital Programme Strategy for Change was approved in May 2009. This released £5.2 million of Primary Capital Programme allocation for 2009-10.
Co-Location Fund
54. OCC's application for the Co-Location Fund has been successful.   Of the £4.4m total funding, £3.0m will be used to fund the Banbury New Futures Centre, £0.8m for the Chipping Norton Together Project and £0.6m for the Bampton Community Facility. This funding will enable co-location of some key services and will make it easier and simpler for local communities to access these services in better facilities.
Additional Funding
55. The Council has also secured grant funding from the Government in the form of Detrunking Allocation of £1.6m, Department of Health Grant of £1.4m and Department for Children Schools and Families (DCSF) grant for 14-19 Rural Areas (£1.1m).  These will also be integrated into the revised capital programme. 

RECOMMENDATIONS

56. The Cabinet is RECOMMENDED to:
(a) note the report;
(b) approve the requests to release the amounts carried forward from 2007/08 from balances, as set out in paragraphs 37 to 41;
(c) approve the virement requests as set out in Annex 1a;
(d) agree to freeze fees for Adult Learning classes at 2008/09 levels for the 2009/10 academic year. 

SUE SCANE

Assistant Chief Executive & Chief Finance Officer
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