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Division(s): N/A

ITEM CA6

CABINET – 19 JULY 2005

FINANCIAL MONITORING

Report by Head of Finance & Procurement


Summary

1. This report covers the period up to the end of May 2005 for revenue and capital. The consolidated forecast position to date shows a balance of £9.851m, £0.344m higher than the previous report. At this point in the financial year there are still significant difficulties involved in forecasting year-end outturn and the Directorate position remains largely on an exceptions basis, highlighting significant known variations which may affect the revenue budget in 2005/06.
2. The detail for each Directorate is summarised within this report and individual reports for each Directorate are in the Members’ Resource Centre.
Annexes

3. The following annexes are attached:
Revenue

Annex 1

Estimated Year End Position Directorate Summary

Annex 1a-1e


“
“
         by Directorate

Annex 2a

Summary of Virements

Annex 2b

Summary of Supplementary Estimates

Annex 3

Latest Grants Position

Annex 3a

Analysis of Variations to Grant Income per Budget Book

Annex 4

Forecast Revenue Balances at Year End

Annex 5

2005/06 Changes to Debt Portfolio

Annex 6

Proposed amendments to the Council’s lending list

Capital

Annex 7

Monitoring – Summary of Changes

Annex 8

Detailed Variations Since Previous Report

4. There have been some changes to the format of the annexes since the last report. Annex 1 has been extended to show the profiled budget to date and variations against actual expenditure as well as the projected year end variations, while Annex 2 has been divided to show virements and supplementary estimates separately. Annex 3 has also been extended and now shows expenditure against grants as well as income.
Grant Income


5. Additional grant income of £0.147m has been notified to the Learning & Culture Directorate for New Childcare Places (Revenue). In addition, funding of £0.269m previously reported as part of the main Delivery Support Fund grant has been reallocated to the New Childcare Places (Revenue) grant. There has been an increase of £0.230m in the amount of Youth Offending Service Grant due to the Community Safety Team, and an allocation of £0.150m has been notified to the Resources Directorate for Implementing Electronic Government.

6. Annex 3a shows the change in notified grant income from the figures included in the Revenue Budget and Capital Programme Report considered by the Executive on 25 January 2005 and those used in compiling the Medium Term Service & Financial Plan 2005/06 to 2009/10 publication (MTSFP) which was issued in June 2005. In total, the MTSFP publication includes an additional £0.999m of grant income. The Cabinet is requested to approve allocation of the grants as set out in Annex 3a. Grant monitoring reports for the remainder of the year will focus solely on variations to the grant total shown in the MTSFP publication. This is in line with the other aspects of revenue monitoring, which take the budgets included in this publication as a baseline.

Profiled Budgets

7. Annex 1 of this report now includes the net profiled budget to date and the variation between this profiled budget and the actual to date. Profiling budgets involves apportioning the total across the year to reflect the pattern of spending from month to month and enables variations to date to be considered in formulating projections for the year end position. Profiling of budgets is being implemented in Oxfordshire as part of the SAP revitalisation programme. At this point in time the profiles still require refinement. As a result, in a number of cases there appear to be significant differences between the profiled budgets and actual expenditure to date which are not reflected in the projected year end variations. These variances have been investigated by the Directorates to verify that they relate to differences between the actual timing of expenditure and income and the timing assumed by the budget profile, and this information will be used to help to produce revised profiles which give a more accurate reflection of the expected net expenditure from month to month.

PART 1 – REVENUE

8. The allocation of Directorate carry forwards from 2004/05 is the subject of a separate report elsewhere on the agenda. The forecast positions given in this report are exclusive of any carried forward amounts. The main issues on the revenue budget for each directorate are as follows:

Learning & Culture (£0.893m
)

9. The Learning & Culture Directorate is currently predicting an in-year overspend of £0.893m. However, projections at this stage are based largely on an analysis of  anticipated areas of pressure and do not allow for any areas of underspending which may emerge during the year. It is probable that offsetting underspends elsewhere within the directorate will emerge later in the year. In addition there are amounts recoverable in future years totalling £3.829m, of which £3.125m is the planned overspend on the City Schools’ Reorganisation which is being repaid on an annual reducing basis until 2012 and the remaining £0.704m relates to the 2003/04 overspends on Statementing and Fees to Independent Schools which are repayable over three years until 2006/07. The movement on the non-delegated budgets since the last monitoring report is as follows:


Apr 05 £m
May 05 £m
Change £m






School Development
-
-0.068
-0.068

Children’s Services
-
0.747
0.747

Community Learning
-
0.015
0.015

Cultural Services
-
-
-

Resources
-
0.199
0.199

Systems & Performance Management
-
-
-


-
0.893
0.893

Plus: Recoverable in Future Years




Children’s Services – Statementing & Fees to Independent Schools
0.702
0.704
0.002

City Schools Reorganisation
3.125
3.125
-


3.827
4.722
0.895

10. These projections do not take account of the potential Directorate carry forward from 2004/05. The year end position in 2004/05 (net of the City Schools reorganisation) was an underspend of £0.852m. How the carry forwards are to be treated is dealt with in the outturn report elsewhere on the agenda. 

School Development (-£0.068m)

11. The current level of staff vacancies for advisers is higher than required to achieve the planned efficiency savings in this area and there is a projected underspend of £0.220m on this budget. This will be used to contribute towards other areas of the savings target and to offset pressures elsewhere in the service. These include potential overspends on the Oxfordshire Schools Improvement Team (£0.107m) as a result of commitments for the remainder of the 2004/05 academic year and on Governor Services (£0.045m). Information on school subscriptions to the Oxfordshire Quality Schools Association is currently being collated and an updated position for the service will be available in the next monitoring report.

Children’s Services (£0.747m)

12. Potential overspends have been identified on a number of budgets within this service, most notably on social inclusion services, where an overspend of £0.289m is projected, and Communication, Language, Autism and Sensory Services (CLASS), which is projected to overspend by £0.183m. The figure of £0.747m includes £0.311m efficiency savings required in Children’s Services in 2005/06. Management action is being taken to address the pressures.

Community Learning (£0.015m)

13. An overspend of £0.015m is projected on the Student Support budget. At present the forecast is that the budget for Early Education Funding for 3 & 4 Year Olds will be spent in full. This budget has been increased in line with the DfES’s benchmark for ‘universal’ take up of half-time equivalent places by three-year-olds, which has been raised from 85% in 2004/05 to 90% of the three-year-old age group. In 2004/05 actual take up of places was consistently below the benchmark figure, resulting in a total shortfall in spending of £0.808m. It remains to be seen whether take up levels in 2005/06 will increase to the budgeted level or not: the results of the Summer term count of pupil numbers are being analysed and an updated position will be available in the next report. Any resulting shortfall in spending could be used to offset pressures elsewhere within the directorate, and the position is being monitored closely.

Resources (£0.199)

14. There is a projected overspend of £0.114m on the budget for Premature Retirement Compensation (PRC) based on early retirements notified up to the end of August. No figures are available as yet in relation to the likely scale of early retirements at Christmas or Easter, or on the possible effect of new rules to tighten up the criteria under which teachers can retire early which are due to be considered by the Cabinet in October. £0.174m of the ring-fenced budget agreed by Council in February 2004  will be carried forward to 2005/06, but there is an offsetting overspend on the general PRC budget of £0.146m which suggests that the net effect of the carry forward will be to increase the budget by £0.028m, considerably less than the additional pressure identified to date. The Director will need to formulate an action plan to cover the overspend.

15. As reported previously, the reserves for County Facilities Management have been run down in meeting the deficit for 2004/05. There is a strong possibility that the service will be in deficit again in 2005/06, although a number of steps have been taken to minimise the potential overspend. The actual and projected position will be reported once the first quarter’s trading figures are available. As a result of the 2004 Pension Fund Revaluation the service has additional costs of £0.118m, which will be recouped through additional charges to customers. A supplementary estimate is requested for this amount. This will be allocated to the Council services which are customers of CFM in order to enable them to meet these increased charges. Schools are the largest group of internal customers and the increased costs have been taken into account in calculating the delegated schools’ budget for 2005/06. The share of the supplementary estimate relating to delegated costs will be used to reimburse the schools’ contingency. The Director will need an action plan to show how the deficit will be covered in year. A further report following the Best Value Review carried out in this area is expected to come forward in the autumn which will identify what further actions the service might take. 

Delegated Schools’ Budgets

16. Schools had until 31 May 2005 to submit their detailed budget plans for the three years from 2005/06 to 2007/08. As at 6 July, 291 out of 293 submissions had been received. This is a considerably better response than last year’s. The budgets are currently being approved and further information will be available in the next report. An escalation process is in place to deal with late submission and pressure is being brought to bear on the remaining two schools.

Social & Health Care (£0.990m)

17. The current forecast position for Social & Health Care is an overspend of £0.990m, which is made up of £0.490m for the Directorate itself and £0.500m for Supporting People. Work continues in the Social & Health Care Directorate to address the pressures identified for the 2005/06 budget. As a result of action  taken the forecast overspend has reduced by £0.610m from the projection in the last report. £0.310m of this relates to the forecast Directorate overspend, which now stands at £0.490m, with the remaining £0.300m representing a reduction in the projected overspend for Supporting People. The movement on individual service areas is shown below:


Apr 05 £m
May 05 £m
Change £m






Children & Families
0.400
0.471
0.071

Older People
-1.000
-0.971
0.029

Mental Health
-
0.026
0.026

Learning Disabilities
1.100
0.920
-0.180

Physical Disabilities
-
-0.118
-0.118

Directorate Management Team
0.300
0.188
-0.112

Business Support & Performance Management
-
0.146
0.146

Commissioning, Planning & Partnership
-
-0.172
-0.172


0.800
0.490
-0.310






Supporting People
0.800
0.500
-0.300


1.600
0.990
-0.610

18. The directorate was managing an underspend in 2004/05 to meet the anticipated pressure of £1.000m relating to West Oxfordshire Homes for Older People in 2005/06. These projections assume that the actual outturn of £0.466m underspend will be carried forward and used for this purpose.

19. The variations reported here are against the budget as shown in the Medium Term Service and Financial Plan 2005/06 to 2009/10 publication. This budget includes a transfer of Access & Systems Capacity Grant funding of £0.442m which was allocated to external home support in the budget approved by Council on 15 February to care management teams, where it will be used to fund the appointment of an additional 10 care managers. The Cabinet is requested to approve this variation to the budget agreed by Council. As the posts are grant funded there is no impact on the net budget.

Children & Families (£0.471m)

20. The Children’s Placement Strategy is now in place. This is the action plan for bringing the Division’s budget back into balance by the end of 2006/07. The current projections for 2005/06 are in line with the target savings set in the action plan. The strategy involves redesigning the residential service, increasing foster care usage and implementing processes to increase the effectiveness of management of the placement. The necessary budget virements are currently being implemented and will be completed by the next monitoring report. The current projection is that there will be an overspend of £0.935m in 2005/06. This is significantly lower than the 2004/05 overspend of £2.142m and is in line with the recovery plan, which projects that a breakeven position will be achieved by 2006/07. £0.464m of surplus Performance Fund grant brought forward from 2003/04 will be used to offset the 2005/06 overspend, reducing the net projected overspend to £0.471m. This grant is available for this year only and would not be available to help with any future shortfall.

21. Within this forecast significant pressures are predicted in internal residential services (£0.355m) and agency residential placements (£0.381m). The 2005/06 budget includes planned efficiency savings of £0.200m resulting from the closure of a children’s home.

Older People (-£0.971m)

22. The underspend on the Older People service is being managed with the aim of using the surplus to balance the budget for the directorate as a whole. This will have an impact on performance in this area and the potential achievability of some of the PSA targets. The major areas of underspending are on externally purchased home support (£1.690m) and care management (£0.290m). There are external market pressures in both of these areas which restrict spending. 

23. There are offsetting overspends of which the most significant are in relation to internal home support (£0.249m) and a projected deficit in Fairer Charging income, which is expected to fall £0.350m short of budget despite a proposed increase in charges to be introduced later in the year. This appears to be principally because the historical budget has been incorrectly set and rolled forward this year.

24. There is a forecast overspend of £0.100m on the Older People and Physical Disabilities Pooled Budget. The Council’s contribution to the Pool has been reduced by £0.534m to reflect the shortfall in the 2004/05 carry forward. The Health contribution has been increased by £3.7m for continuing care in line with proposals set out in the Local Delivery Plan, but pressures are still expected in this area. In relation to Physical Disabilities, the Social & Health Care element of the Pool is expected to overspend, and there is a risk that a further contribution from the Council will be required.

Learning Disabilities (£0.920m)

25. There has been a reduction of £0.180m in the forecast overspend for this service and the projection now stands at £0.920m, mainly as the result of placement costs outstripping budgets and anticipation that the savings target of £0.696m allocated to the service in the 2005/06 budget will not be fully achieved. Work continues to try to address the pressures on the service. 

Other Service Areas

26. An underspend of £0.118m is now forecast on Physical Disabilities in relation to specialist staffing and equipment budgets. The equipment budget is to be transferred to the Pool during the year.

27. Overspends are forecast for the Directorate Management Team (£0.188m), due to the additional cost of interim management arrangements and anticipated overspending on legal costs, and on Business Support (£0.146m) as a result of additional spending on financial control and other related activities. An underspend of £0.172m is anticipated on Commissioning, Planning & Partnership, made up of a number of small variations.

Supporting People (£0.500m)

28. As reported last month, Oxfordshire’s allocation of Supporting People grant has been reduced by £1.5m, or 7%, in 2005/06. Further reductions of 5% each year are expected in 2006/07 and 2007/08. Due to the contract structure in place for Supporting People services it is highly unlikely that the required scale of cuts can be implemented in 2005/06, and the current projection is that there will be an overspend of between £0.500m and £0.625m. 

29. Work is underway to draw up a three-year financial strategy with the aim of phasing in the service reduction over that period and achieving a balanced budget for the programme by the end of 2007/08. Although the Supporting People programme is administered by Social & Health Care it is the responsibility of the Council as Social Service Authority. It is proposed that discussions take place with partner organisations to seek to secure the funding, but with the understanding that a supplementary estimate to fund any remaining shortfall could be considered at a future date.

Environment & Economy (-£0.344m)

30. The Environment & Economy directorate is forecasting a balance to carry forward to 2006/07 of £0.344m. The majority of this relates to the three-year process of preparing the statutory Minerals & Waste Development Framework (£0.244m). This is expected to be completed in July 2008 with the majority of expenditure being incurred in 2007/08. There is a potential for this to be returned to Council balances in 2005/06 so long as provision is made to make the funding available to Environment & Economy when it is required for completion of the work.

Community Safety (-£0.050m)

31. There is no change in the projected outturn for the Community Safety Directorate from the position quoted in the last monitoring report. Work continues to address the brought forward overspend on the Community Safety Team. Examination of the 2005/06 budget suggests that there is a funding shortfall of £0.148m in this area, and actions to bring the service back into balance are being risk assessed according to their likely impact on front end service delivery and achievability.

32. The Stage Four Pay Settlement for Local Authority Fire & Rescue Services has now been agreed and provides for an increase of 3.4% in pay for firefighters and fire control staff from 1 July. The 2005/06 budget assumed an increase of 3% but it was agreed during the budget setting process that the pay award would be funded in full. The part year effect for 2005/06 is £0.034m and a supplementary estimate is requested for this amount.

Resources & Chief Executive’s Office (-£0.086m)

33. The forecast underspend for the Resources Directorate and the Chief Executive’s Office has increased by £0.050m to £0.086m since the last report. This relates to a planned underspend of £0.050m on the Scrutiny budget which will be used to provide continued funding of two scrutiny research posts in 2006/07 and part of 2007/08.

34. £2.000m was added to the budget this year to fund Phase 2 of the SAP Revitalisation programme. This is currently expected to be spent in full, subject to agreement of the expenditure elsewhere on the agenda. An updated position will be available in the next report.

Strategic Measures

35. The Council has a potential long-term borrowing requirement of between £60m and £65m in 2005/06 dependent upon the amount of spending against prudential borrowing in the financial year. The policy agreed at Council in February was that up to 10% of our debt portfolio could be taken in Lender Option/Borrower Option loans (LOBOs). The balance in year borrowing is to be taken through the Public Works Loan Board (PWLB). Borrowing rates have been favourable in the early part of 2005/06. The Council has therefore borrowed £35m in total, £20m from the PWLB and £15m through LOBOs. The terms attached to these loans are set out in Annex 5. Brokerage on the LOBO loans has totalled £0.033m to date. The Council’s budget provided for interest on borrowing at 5%. All the borrowing undertaken so far is well below that rate, which will bring savings on the strategic measures budget. These savings are reflected as part of the strategic measures predicted outturn of an extra £1.3m as reported to Cabinet in June.

36. The position may improve further as the year progresses if Council cash balances remain at current levels. However, there is a potential risk of a cut in the base rate which would reduce the amount of interest received.

Lending List Limits

37. The county council restricts its money market deposits to highly credit rated banks and building societies and other low risk borrowers. The Executive approved the current lending list criteria and credit limits in July 2004. Lending and maturity limits are based on FITCHIBCA credit ratings, with higher limits placed on those institutions with the lowest credit risk. The lending list is regularly updated to reflect changes in the credit ratings awarded by FitchIBCA. In the last twelve months the average daily temporary cash surplus has increased significantly, whilst the lending limits have remained the same. Consequently, investment options are restricted and a smaller proportion of the total portfolio is available for lending to those counterparties offering the highest rates. The average daily in-house investment in June 2004 was £84m. This has almost doubled in the last year to a June 2005 average daily investment of £160m. If lending limits remain at current levels it is likely that the margin above benchmark of average investment returns will reduce. It is therefore recommended that the council’s in-house lending limits be raised to reflect the increase in the size of the investment portfolio. The current limits and recommended amendments are shown at Annex 6.

Consolidated Revenue Balances

38. As reported above, there are calls on balances of £0.118m to be distributed to customers of County Facilities Management to meet the increased charges arising as a result of the Pension Fund revaluation and £0.034m in relation to the part-year effects of the firefighters’ pay award,  as well as a potential call of up to £0.625m in relation to the Supporting People overspend. The position includes £1.3m in relation to the predicted surplus on strategic measures. It has not yet been determined how this is best allocated and it may need to be diverted for other purposes. As mentioned in the report on Allocation of 2004/05 Revenue Carry forwards elsewhere on the agenda, there has been an increase of £0.387m in the estimated final position for general reserves in 2004/05 following adjustments made as part of the final accounts process. The forecast position for consolidated balances is shown below:

£m




Revenue balances as per last report
11.723

Change in opening balances
0.387

County Facilities Management
-0.118

Firefighters’ Pay Award
-0.034


11.958




Directorate Carry Forward as per Annex 1
-2.107


9.851

If the potential call on balances in relation to Supporting People materialises the forecast position for general balances would be reduced to £11.333m and the consolidated position to £9.226m.

Efficiency Savings

39. There are concerns surrounding the achievement of budgeted savings in areas of the Learning & Culture and Social & Health Care Directorates. In addition, there is a risk that the corporate efficiency savings allocated across Directorates may not be achieved in full. In particular there are concerns in relation to the telecommunications procurement savings, where the anticipated new contracts have not yet been put in place and there is a possibility that the budgeted savings targets may have to be returned to Directorates. Should these concerns prove to be justified the Council will need to find an alternative source for the required savings, and the position is being monitored closely.
Conclusion

40. The projected year end position on revenue balances (net of the City Schools Reorganisation) is £11.958m. This is an increase of £0.235m since the previous report and represents 2.05% of net budget. There is a potential call on balances of up to £0.625m in relation to the Supporting People overspend which would reduce the position to £11.333m if required in full. This remains in line with the projections set out in the Medium Term Financial Plan. 
41. The projected Directorate overspend has reduced by £0.109m since the last report, although many Directorate reports are still largely focusing on potential pressures without quantifying areas most likely to produce offsetting underspends. Based on previous trends it remains almost certain that the position will continue to improve as the year goes on and that the actual year end position will be breakeven or better. This will depend to an extent on the decisions of Cabinet in relation to the approval of carry forwards elsewhere on the agenda.
PART 2 – CAPITAL

42. The capital monitoring for May is attached at Annexes 7 and 8. In the last report, on 22 June 2005, £6.392m of variations were identified compared to the Capital Programme Booklet issued in March 2005. This report identifies further variations which show an overall reduction to the capital programme of £4.242m which is analysed below and shown in detail in Annex 8:

£m




Additional Schemes
0.698

Revisions to Scheme Costs
-0.512

Slippage of 2005/06 programme into 2006/07
-11.367

Slippage of 2004/05 programme brought forward into 2005/06
6.939


-4.242

Additional Schemes

43. The additional schemes total £0.698m. Learning & Culture schemes are funded from the resources available to that Directorate. The additional £0.025m for minor works in Community Safety are funded from the revaluation of a capital receipt.
Revisions to Scheme Costs

44. There are net revisions to scheme costs totalling £0.512m, which are analysed in Annex 8.
Slippage on Existing Schemes

45. There is predicted slippage of £11.637m of payments from 2005/06 into 2006/07. The detailed list is shown at Annex 8. The main schemes making up this sum are schools’ devolved formula capital schemes, where predicted spend is £6m less than available budget. This is based on a brought forward underspend of £7.3m from 2004/05 and an allocation of £7.8m for 2005/06 giving a total of £15.1m available. At this stage of the year we are predicting spending of £9.1m. Devolved formula capital is fully funded by Government grants so there is no impact on the programme funding.
46. The most significant other project slippage is £2.076m on Banbury Orchard Fields School due to protracted negotiations of legal agreements with Banbury Town and Cherwell District Councils.
47. Finally, there is £6.939m of payments which have slipped from 2004/05 into 2005/06 and which were mostly identified in the provisional outturn report to Cabinet on 22 June.
Capital Programme Update

48. It has not been possible to produce an updated capital programme in time for inclusion on this agenda, and this will now be brought forward for consideration by the Cabinet in September. 
RECOMMENDATIONS

49. The Cabinet is RECOMMENDED to:

(a) note the report;

(b) agree the changes to the amount of specific grants notified for 2005/06, as summarised at paragraph 6 and shown in Annex 3a;

(c) agree the transfer of £0.442m of Access & Systems Capacity grant to fund an additional 10 Care Management posts;

(d) ask officers to bring back to a future meeting the funding issues surrounding the reduction in Oxfordshire’s Supporting People grant allocation;

(e) agree a supplementary estimate of £0.118m to enable internal customers of County Facilities Management to meet the increased charges resulting from the Pension Fund revaluation;

(f) agree a supplementary estimate of £0.034m to meet the additional salary costs resulting from the Fire & Rescue Services pay award;

(g) agree the adjustments to the capital programme as shown in Part 2 of the report.

SUE SCANE

Head of Finance & Procurement 

Background papers:
Detailed Directorate reports and annexes deposited in the Members’ Resource Centre.

Contact Officers:
Sadie Slater, Financial Manager (Part 1)
Tel 01865 815989

Mike Petty, Principal Financial Manager (Part 2)
Tel 01865 815622

July 2005

� £4.722m less City Schools planned overspend of £3.125m and £0.704m recoverable in future years
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