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ITEM CA6
CABINET – 21 JULY 2009

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 2009/10 financial year based on two months of actuals to the end of May 2009. It includes projections for revenue, balances, reserves and capital and an update on the impact of national economic environment on our Medium Term Financial Plan.  The report sets out explanations where the forecast outturn is significantly different from the budget proposals to recover the position where appropriate.   

2. The in – year Directorate forecast is an overspend of £2.743m against a budget of £373.042m as shown in the table below.  The equivalent position for May 2008 was a projected overspend of £1.136m.  The in-year forecast excludes the variance on the City Schools Reorganisation and an overspend on services funded from Dedicated Schools Grant.

3. Carry forwards from 2008/09 were approved by Cabinet on 23 June 2009 and will be included in the next report. 

	Original Budget 2009/10
	
	Latest Budget 2009/10
	Forecast Outturn 2009/10
	Variance

Forecast

May 2009
	Variance

Forecast May 2009

	£m
	
	£m
	£m
	£m 

	% 1

	98.277
	Children, Young People & Families 
	98.254
	99.239
	0.985
	1.00

	166.800
	Social & Community Services 
	166.800
	168.183
	1.383
	0.83

	68.631
	Environment & Economy
	68.631
	69.006
	0.375
	0.55

	29.908
	Community Safety & Shared Services
	29.908
	29.908
	0
	0.00

	9.426
	Corporate Core
	9.449
	9.449
	0
	0.00

	373.042
	In year total per Annex 1
	373.042
	375.785
	2.743
	0.74

	
	
	
	
	
	

	
	Plus: City Schools Reorganisation 
	
	0.775
	

	
	Plus: Overspend on Dedicated Schools Grant
	
	0.846
	

	
	Total Variation Per Annex 1
	
	
	4.364
	


4. The current position for general balances is set out in Annex 5 and shows a forecast of £14.326m.  After taking into account the forecast Directorate overspend, the consolidated revenue balances forecast is £11.538m. 

5. 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.

6. The following Annexes are attached:

Annex 1 (a-f)
Forecast Outturn by Directorate 

Annex 2 (a-f)
Virements and Supplementary Estimates

Annex 3
Specific and Area Based Grant monitoring

Annex 4
Forecast earmarked reserves

Annex 5
Forecast general balances

Annex 6 (a-g) 
Capital monitoring

Part 1 - Revenue

7. Annex 1 shows the forecast revenue outturn by Directorate based on the position to the end of May 2009. Significant issues or movement in the variances are commented on below along with the management action being taken.  

Children Young People & Families: £0.985m in-year Directorate overspend (£2.606m total overspend including £0.775m relating City Schools Reorganisation and £0.846m on services funded from Dedicated School’s Grant)

8. The overall Directorate position is a forecast in year overspend of £2.606m, as shown in Annex 1a.  This includes £0.775m relating to the City Schools Reorganisation where the repayment is being made over a number of years and an overspend of £0.846m on services funded from Dedicated Schools’ Grant. If these are excluded the Directorate in-year overspend is £0.985m or 1.00% of the budget.

9. Within the total overspend there is a projected placement overspend of £2.188m in Children & Families.    This relates to the current number of placements and assumes that the 129 placements will remain constant over the financial year i.e. any new placements will replace those leaving the service.  However, there is an upward trend in the number of placements and average placement costs since last year with an increase from 122 placements in early 2008/09.  Current Independent Fostering Agency packages range from £605 per week to £1,287 per week whilst the most expensive current residential placement is £5,745 per week.  The cost of those joining and leaving the service is unpredictable and can be adversely different, so the pressure may increase further.
10. Further work is still being undertaken to establish whether the underspend of £2.012m achieved on Home to School Transport in 2008/09 will be maintained in future years.  Of the total underspend in 2008/09, £0.905m was vired to placements on a temporary basis to cover pressures in this service area and a further £1.0m was placed in the CYP&F reserve, leaving a year-end position of -£0.107m.  At this time it is anticipated that a similar underspend in 2009/10 could, subject to approval, be vired to offset the overspend in placements.  If the underspend is lower than £2.0m, savings will need to be found from elsewhere within the Directorate.  
11. Including the deficit of £1.049m carried forward from 2008/09 the total forecast overspend on Asylum Seekers is £1.960m.  As noted in paragraph 10, a reserve of £1.0m was created at the end of 2008/09 and that could be used to offset part of the overspend.   The claim for Special Circumstances Grant for 2008/09 will be submitted to the Home Office by the end of July 2009.  Any grant received will be used to offset the overspend position.
12. Within Dedicated Schools Grant (DSG) funded services special needs out of county placements is expected to overspend by £0.846m at this stage.   However, it is anticipated that the position should improve as the year progresses.  At this time last year the service was projecting an overspend but the year end position was a -£0.768m underspend.   In addition an underspend of -£1.188m on DSG was carried forward as a receipt in advance at the end of 2008/09.  

13. During the 2009/10 Service & Resource Planning process changes were made to the allowances for inflation compared to the agreed Medium Term Financial Plan.  Pay and non pay inflation allocations were reduced from 2.5% to 1.5% and from 2.0% to 1.0% respectively. Whilst some Dedicated Schools Grant (DSG) services were excluded from the changes, not all were and some DSG services had inflation reduced incorrectly.  The Directorate is now requesting a supplementary estimate for £0.215m to reinstate the inflation and correct the DSG.  The ongoing impact of this will be dealt with in the Service & Resource Planning process for 2010/11.  

14. The overspend relating to the City Schools Reorganisation continues to be carried forward as planned.   The overspend of £1.369m carried forward from 2008/09 will be reduced by the in year budget of £0.594m and £0.775m will be carried forward to 2010/11.   The remaining balance will be repaid in the following two years.
Social & Community Services: £1.383m overspend

15. Social & Community Services are forecasting an overspend of £1.383m against a budget of £166.800m, a variation of 0.83%.  £1.130m of the total overspend relates to Adult Social Care, and £0.253m to Adult Learning.   Major Projects, Strategy & Transformation and Supporting People are all forecasting a zero variance at this stage.

16. The Adult Learning Service overspent by £0.194m in 2008/09 and this was met from reserves.  Reserves now total £0.117m and there are previously agreed supplementary estimates of £0.181m to be repaid over 4 years from 2009/10.  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 as part of a four year action plan. This includes senior management and service restructuring and changes to the level and range of provision in some areas.  The implementation of the action plan results in a predicted overspend of £0.370m for Adult Learning in 2009/10.  The plan will be monitored on a monthly basis and will result in the delivery of a balanced budget and repayment of supplementary estimates by March 2013. The allocation of the reserves of £0.117m will reduce the projected overspend to £0.253m.  

17. Adult Social Care is forecasting a total overspend of £1.130m and an action plan is in place to bring the forecast expenditure back to budget.  Within that the most significant pressures relate to a forecast overspend on Older People Care Management Teams.  This is mainly due to the cost of additional staff required to reduce waiting lists and delayed transfers of care, safeguarding work and to meet key performance targets.   

18. Based on current activity levels and assessed charges there is a forecast underachievement of £0.420m in Older People Fairer Charging Income.  Plans are being implemented, subject to legal advice, to introduce provisional charging which will improve cash flow and should bring the forecast closer to balance by year end.   There is also a forecast underachievement of income totalling £0.291m in Learning Disabilities Internal Services based on the income received for the first two months of the year.   However the efficiency savings plan for Learning Disabilities includes increasing the income from the Independent Living Fund so this should offset the reduction in expected income.

19. A nil variance is reported on the Mental Health Pooled Budget.   However, a number of high cost packages have recently been agreed by the panel.  Details will be included in the next report.

Pooled Budgets

Older People, Physical Disabilities & Equipment Pool
20. As shown in the table below the forecast outturn on the Older People, Physical Disabilities and Equipment Pooled Budgets is an overspend of £6.964m.   This pressure relates to the Primary Care Trust (PCT) element of the Pool. The number of clients eligible for Continuing Health Care continues to increase putting more pressure on the budget. A project led by the PCT’s Turnaround Director is now underway to develop an action plan to control this over spend.

21. The county council element of the Pool is forecast to underspend by -£0.161m. This includes a projected overspend of £0.910m on External Home Support which is offset by underspend on nursing and residential care costs. 

	Latest Budget 2009/10
	Older People, Physical Disabilities & Equipment Pool


	Forecast Variance 

May 2009

	£m
	

	£m

	89.907

23.964
	OCC Elements

Forecast in – year variance

PCT Elements

Forecast in – year variance
	-0.161

6.697

	
	
	

	113.871
	Total Older People & Physical Disabilities
	6.536

	1.658
	Equipment Pool – in year variance
	0.428

	115.529
	Total – Older People, Physical & Equipment Pool
	6.964


22. The forecast does not yet include the use of the Older People Pooled Budget Reserve of £1.130m.  This was created in 2008/09 to fund the extra commitments on the budget in 2009/10 resulting from the changes to the Continuing Care Framework and additional placements. The utilisation of the reserve will reduce the forecast overspend to £5.834m.

23. An overspend of £0.428m is currently forecast on equipment. Further work has been commissioned to identify the reasons for this over spend and to develop an action plan to bring the budget under control.

Learning Disabilities Pool  
24. The Learning Disabilities Pooled Budget is forecasting a small underspend of £0.018m. This includes the efficiency savings identified in the 2009/10 budget process which are currently expected to be achieved. 

Environment & Economy: £0.375m overspend

25. Environment & Economy are forecasting an overspend of £0.375m or 0.55% against a budget of £68.631m.

26. At present Transport expect to meet any pressures within budget. A virement of £0.889m is requested from Oxfordshire Highways to other areas of Transport in line with the Capital & Revenue Transport Works Programmes as agreed by Cabinet on 17 March 2009.

27. Within Sustainable Development, the Waste Management service are optimistic that the trend of a reduction in tonnages along with the increase in the proportion of recycling seen in 2008/09 will continue in 2009/10.   The ongoing anticipated consultancy costs relating to the Waste Treatment dialogue will be met from carry forward from 2008/09.  There is a forecast shortfall of £0.070m in Planning Application Income.

28. £0.286m of the overspend relates to Property Services where pressures relating to rental income and expenditure are expected to be £0.160m.   The balance of £0.126m reflects a number of small variations.

Community Safety & Shared Services: zero variance 

29. Although there are pressures within Community Safety and Shared Services, it is expected that it should be possible to manage these within budget.  A nil variance is forecast at this early stage of the year.

30. Within the Fire and Rescue Service the recruitment of firefighters to bring the service up to establishment is likely to result in an overspend on training.   Succession planning for the retirement of officers is also expected to put a temporary pressure on the wholetime firefighter pay budget.   The service expects to be able to manage these pressures by controlling spend elsewhere within the overall Fire & Rescue budget.

Shared Services

31. The remaining savings of approximately £0.450m (10% of the total) are on track to be delivered by the end of this year.   Services are already achieving some of these savings by operating at reduced establishment.   Where this is happening, the underspends against budget will be transferred to reserves at year-end.    When new systems are in place and delivering the planned efficiencies, the posts saved will be removed from the establishment and budgets transferred from Operations to Savings.

32. The current cash flow forecast is included at Annex 1f.   The forecast is for the full business case to be delivered around ten months later than originally planned.   This is an increase of four months and is largely explained by the virement approved last month of £0.160m to cover postage, printing and other general office costs.   This virement is a recognition of the current cost of office services but action will be taken to introduce further efficiencies to reduce these and other overheads.  Delivery of these efficiencies should ensure that the forecast moves closer to target by the end of the year with further improvement next year.   It should also be noted that the forecast includes a provision for a possible business rate revaluation for Unipart House.   

33. The investment budget balance is £1.6m.  Most of this is planned to be spent this year on system development and related project work.

34. Food with Thought and QCS Cleaning Services transferred to Shared Services from Children, Young People and Families on 1 April.    The service is currently expecting to break-even.

Corporate Core: zero variance

35. There are pressures in several areas of the Corporate Core, in particular ICT and Legal & Democratic Services.   However, at this stage of the year, all services expect to be able to manage these pressures and a nil variance is currently forecast.

36. The high level of project work and system development continues to put pressure on the ICT budget.   Other areas of pressure include the Oxfordshire Community Network (OCN) budget.  The service currently expects to keep within budget by means of effective project management together with other measures to ensure that the costs are kept under tight control.
37. 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.   A carry forward from 2008/09 of £0.063m is being held in balances and may be called on if this pressure cannot be managed by the service.
38. Forecast expenditure from the Change Fund in 2009/10 is £1.668m from a total of £1.862m available. Of this the most significant projects include Lead Oxfordshire (£0.651m), Customer Relationship Management (£0.317m) and Communications Review (£0.200m).  

Virements and Supplementary Estimates

39. The virements requested this month are detailed in Annex 2a with virements previously approved in Annex 2b and 2c and virements to note in Annex 2d.    Annex 2e shows the cumulative total virements to date and their status in respect of requiring Council approval where over £0.5m.

Grants Monitoring

40. Annex 3a and 3b set out the movement on specific grants since the original estimate, along with a forecast of the grant funded expenditure in year.   Annex 3c details the Area Based Grant.   The main change since last month is the increase of £4.532m in the Dedicated Schools Grant allocation.

Strategic Measures

41. The average cash balance during May 2009 was £208.5m, and the average rate of return was 1.87%. There are still several deposits made in the earlier part of last financial year which were secured for a longer period at a higher rate. This contributes to the average rate of return still being higher than the current base rate of 0.5% and the budgeted average rate of return of 1.30%. It is anticipated therefore that the budgeted income of £2.1m will be achieved.  

42. The lending list is unchanged from that included as Annex 3 of last report.

Part – 2 Balance Sheet

Reserves

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

44. Environment & Economy are forecasting that the balance on the On -Street Car Parking Account will reduce by £0.554m to £1.293m during 2009/10.  Further work will be required during the 2010/11 Service & Resource Planning process to ensure that the account is sustainable over the medium term.

45. The Shared Services Reserve holds temporary cash surpluses from the capital programme which have been used to fund the project.  This loan will be paid back to the capital programme using the savings achieved by the Shared Services projects.  The reserve is forecast to increase to £2.947m by the end of 2009/10.

46. Corporate Core are expecting to utilise all of their £4.872m reserves in 2009/10.  This includes the £0.807m balance of the ICT Investment Fund.

Balances

47. Annex 5 sets out the current position for general balances taking into account known changes. The balance brought forward from 2008/09 was £20.187m.  This was £1.187m higher than the budgeted position of £19.0m and this sum has been transferred to the new reserve to fund efficiency savings in 2009/10.  

48. In setting the 2009/10 budget the risk assessed level of balances was calculated to be £12.5m. As balances were higher than the risk assessed sum, £5.1m was utilised as part of the budget. This adjustment (plus that in paragraph 47) takes balances at the beginning of 2009/10 to £14.5m. It is estimated that up to £2.0m could be called from balances in year giving a year end position of £12.5m as per the risk assessment. 

49. There is a request for a supplementary estimate of £0.215m this month and £0.078m returned to balances in respect of surplus grant repaid following a company liquidation. After taking these into account, the position on balances as at the end of May 2009 is £14.326m.    

Part – 3 Capital  

50. Capital monitoring for May is attached at Annex 6.   The table below summarises the in–year programme and financial variations for each directorate.  The in-year Directorate forecast is estimated at £98.3m compared to the latest updated capital programme of £90.6m, giving a predicted overspend of £7.7m.  

	Directorate
	Original Budget

(February 2009 Programme)
	May 2009 Forecast
	Original Budget Variance

	
	(a)
	(b)
	(b)-(a)

	
	£’m
	£’m
	£’m

	CYP&F (1)
	39.9
	41.5
	1.6

	S&CS
	7.9
	8.2
	1.0

	E&E
	41.5
	46.9
	5.4

	CS
	0.2
	0.7
	0.5

	CC
	1.0
	1.0
	0.0

	Subtotal Directorate Programmes
	90.6
	98.3
	7.7

	Devolved Formula Capital
	9.9
	9.6
	-0.3

	Grant Funded Schemes devolved to schools
	1.4
	1.7
	0.3

	Earmarked Reserve Allocations & Disbursements
	0.3
	0.3
	0.0

	Total Capital Programme
	102.2
	109.9
	7.7


51. The programme will be updated to include the latest expenditure and funding changes in Autumn 2009.    Until then the February 2009 programme will continue to be used as the basis for monitoring.   As in previous year’s performance will be measured by comparing the original budget agreed in February 2009 with the final outturn position.    The changes impacting on 2009/10 at this stage are set out below.

Children, Young People and Families
52. he in – year forecast for Children, Young People and Families is £41.5m compared with the February budget of £39.9m, an increase of £1.6m as shown in the table below.

	Scheme
	£’m
	Reason

	Various
	+1.5
	Outturn slippage of schemes from 2008.09. Including Launton School - £0.7m

	Various
	-1.8
	Slippage of 7 schemes within the forward plan into future years

	Pathfinder
	+0.6
	Additional grant funding

	14-19 Rural Areas

	+0.4
	Additional DCSF grant funding

	Sports Colleges
	+0.3
	New grant for Wallingford School

	Various
	+0.9
	

	TOTAL 
	+1.6
	



Social & Community Services
53. The in-year forecast for S&CS are £8.2m compared with a budget of £7.9m, a planned increase of £0.3m.   There is additional grant funding of £0.7m for Older People – Extra Care housing and this is offset by a delay in Adult Social Care ICT projects.    


Environment & Economy

54. The in-year forecast for E&E are £46.9m compared with a budget of £41.5m a planned increase of £5.4m.  

	Scheme
	£’m
	Key Reasons

	Structural Maintenance
	+3.2
	Various increases in funding streams, Detrunking grant £0.7m, Transport Asset Management Plan grant £0.3m, Accelerated funding £1.5m (To be paid back to CYP&F in 2010/11). Revenue funding for capitalisable drainage and street lighting (now shown in programme) £1.0m (this is just a reporting adjustment previously a year-end adjustment), plus contribution to the High Street of £0.4m from ITS. Offset by overspend in 2008/09 of £0.7m

	Oxford Transport Strategy
	+0.3
	New Inn Hall Street project slippage from 2008/09

	Better Offices Programme
	+0.9
	Revised phasing including Trading Standards relocation

	Backlog Maintenance
	+1.0
	Accelerated funding which will be paid back to CYP&F in 2010/11

	TOTAL 
	+5.4
	


Part 4 – Other Financial Issues

Green Book Pay Award

55. The 2009/10 Green Book pay award has not yet been agreed.    If the agreed award is lower than the budgeted increase of 1.5%, the excess inflation will be removed and placed in the newly created reserve for funding efficiency savings.  Expenditure reported includes an adjustment to reflect an assumed 1.5% pay award, so any change will not affect the forecast variation.

Changes to Budget Assumptions in the Medium Term Financial Plan

56. The global financial position will impact on our Medium Term Financial Planning, and on our ability to maintain the assumptions underpinning that.

57. When the 2009/10 Budget was set in February 2009 some of the implications of the recession were already apparent. Before the budget was finalised reductions were built in for decreased investment income, reductions in housing growth impacting on the amount of Council Tax collected, and potential increases in pension costs.  These were partially offset by increased levels of efficiencies which would be needed in future years.   Since the budget was agreed, the national position has worsened significantly.

58. The situation has been under continuous review, and whilst the opening detailed report for the 2010/11 Service & Resource Planning process will still be brought forward in September, the scale of the national and global recession means that additional savings targets for directorates need to be identified now. This will provide adequate time for plans to be worked up.

59. The following areas have been identified as requiring changes to the planning assumptions during the medium term planning timescale.
·  Global recession

· Reduced interest rates

· Slow down in property developments (impact on council tax collected)

· Inflationary changes - down (and potentially up)

· Stock Market valuations (impact on pensions cost)

· Income levels

· Government legislation/new proposals

· Increases in landfill tax

· Impact of the Carbon Reduction Commitment

· Possible transfer of concessionary fares

· Comprehensive Spending Review for 2011/12 and reduced central government grant 

· Pressures

· Increased costs of children looked after

· Additional costs of asylum seekers

60. The impact of these is spread across the medium term, but there is likely to be a significant impact in 2011/12.  In order to ensure that pressures can be managed across that timeframe, savings targets have been calculated.  Over the five year period these rise to a total of an additional £60m.  This is additional to the £30m efficiency savings targets which are already built into the plan. 

61. Of the £60m additional pressures now identified, around two thirds will be re-invested into service budgets to deliver key services.  However, around a third will cause real reductions in available resources, and will be met through reductions in the total budget requirement.

62. Whist the intention is to protect front line services and avoid compulsory redundancies it is anticipated that it will be necessary to reduce jobs in the council.  It will also be imperative that we get the best from our procurement of services to make the Council a leaner and better organisation.

63. The targets for each directorate have been calculated using a combination of budget criteria and are set out in the table below.  The targets have been agreed by CCMT.  Directorates will be developing plans to determine how the targets are allocated and how these plans will be delivered. These will only become available as we move to the 2010/11 Service & Resource Planning process, and if circumstances change over the next few years then we will need to change our planning to reflect that position.  

	Directorate
	2010/11

£m
	2011/12

£m
	2012/13

£m
	2013/14

£m
	Total

£m

	Children Young People

And Families
	             4.377 
	         3.906 
	          3.240 
	               2.477 
	14.000

	Social & Community

Services
	             8.128 
	         7.254 
	          6.018 
	               4.600 
	26.000

	Environment and

Economy
	             3.439 
	         3.069 
	          2.546 
	               1.946 
	11.000

	Community Safety and

Shared Services
	             1.563 
	         1.395 
	          1.157 
	                  0.885 
	5.000

	Corporate Core
	1.250 
	1.116 
	 0.926 
	0.708 
	4.000

	TOTAL
	     18.757 
	    16.740 
	      13.887 
	      10.616 
	60.000


RECOMMENDATIONS

64. The Cabinet is RECOMMENDED to:
(a) note the report; 
(b) approve the virements as set out in Annex 2a; and
(c) approve the supplementary estimate request as set out in Annex 2f and paragraph 13;

SUE SCANE

Assistant Chief Executive & Chief Finance Officer

Background papers:
 
Directorate reports

Contact Officer:

Kathy Wilcox, Principal Financial Manager 
Tel: (01865) 323981

July 2009

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


� The consolidated revenue balances forecast is the forecast general balances less the forecast Directorate in-year overspend.
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