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ITEM CA5

CABINET – 17 APRIL 2007

FINANCIAL MONITORING

Report by Head of Finance & Procurement


EXECUTIVE SUMMARY

1. This report is based on the period up to the end of February 2007 for revenue and capital.  Changes to the forecast outturn are reported against the position at the end of January 2007.  The forecast Directorate underspend is £1.072m (excluding the £2.533m City Schools reorganisation overspend), an improvement of £0.659m since last month.  The adjusted Directorate variance, together with general balances of £15.964m (paragraph 86), gives a consolidated revenue balances forecast of £17.036m (paragraph 95).  After adjusting for the £0.056m supplementary estimate for legal services not reflected in the Directorate variance, the adjusted position is £17.092m.  It should also be noted that the Directorate variance includes a £0.093m underspend relating to services funded by the Dedicated Schools Grant (DSG) (paragraph 21).

2. With effect from 1 January 2007, a number of changes in the management structure of the County Council took effect, which resulted in the transfer of services between Directorates.  For the remainder of the financial year the monitoring report will continue to detail the forecast outturn based on the pre 1 January 2007 structure for consistency of comparison with the budget.

3. This is the last Financial Monitoring report before the provisional outturn position is reported in June.


Revenue


Directorate: Children, Young People & Families

4. The current forecast outturn position for Children, Young People & Families (CYPF) Directorate is an overspend of £0.811m (excluding the City Schools reorganisation overspend). This is a decrease of £0.185m from the position reported last month.  A small change is reported in Children and Young People. This is mainly due to an increased underspend on Transport of £0.050m to £0.250m and is partly offset by the reclassification of underspends on the Standards Fund grant now being treated as receipts in advance (paragraph 24).  There are no significant changes to the variances reported for either the Educational Effectiveness or Strategy & Performance services.

5. The majority of the CYPF overspend relates to Early Years and Family Support, which has a forecast overspend of £1.308m.  The main elements of this overspend are the Agency Placements budget (£0.451m), Asylum Seekers (£0.240m), DfES Unaccompanied Asylum Seeking Children (UASC) Leaving Care grant (shortfall on the 2005/06 settlement) (£0.411m) and Legal Charges (£0.176m). The net position reported on other budgets within this service is an overspend of  £0.030m.   There is also significant additional risk relating to income from current and previous years’ Asylum Seekers grant claims. This uncertainty is not included in the forecast and is due to disputed income as a result of Home Office data matching issues (paragraph 28).

Directorate:
Social & Community Services

6. The current forecast outturn for Social & Community Services (excluding Supporting People) is an underspend of £0.132m.  There is no variance forecast for Supporting People (paragraph 50). 

7. Within Cultural Services the forecast overspend last month has reduced by £0.041m to an underspend of £0.038m.  There is no change to the breakeven position forecast for Adult Learning and a reduction in the drawdown of the reserve to support the service is forecast this month.  In view of the reduced drawdown, the Cabinet is recommended to request the repayment of half of the £0.174m temporary supplementary estimate in this year (£0.087m).

8. A £0.198m underspend is forecast within Social Care for Adults.  There have been modest improvements in the forecast position on most areas within the service.  This has enabled the service to return £0.120m supporting people income (previously transferred to help deal with the internal services overspend) to the Learning Disabilities Service budget that funds the council’s contribution to the pooled budget (paragraph 45).  The Assistive Preventative Technology grant reported as an underspend last month is now being treated as a receipt in advance to meet relevant expenditure in 2007/08.

9. There has been an improvement of £0.243m in Partnerships & Planning service now forecasting an underspend of £0.021m.  £0.120m of this relates to the transfer of the supporting people income (as referred to in paragraph 8 and 47).  The remainder of the change relates to a reduction in the income shortfall previously forecast.

10. The pooled budget for Older People, Physical Disabilities and Equipment is forecasting an overspend of  £0.181m and the Learning Disabilities pooled budget an overspend of £0.021m, both improvements largely as a result of the Council’s additional contributions funded from the draw down against the Social & Community Services Emergency Fund Reserve.

Directorate: Environment & Economy

11. The forecast for the Directorate is an underspend of £1.542m (paragraph 53), an increase of £0.448m from last month.  The main changes this month are an increase of £0.169m in the forecast underspend on the Transport budget and a £0.217m increase in the forecast underspend for Sustainable Development (the latter mainly due to an increase of £0.229m in the estimated income from the DTI for Waste, Electrical and Electronic Equipment, yet to be formally confirmed).  £1.148m of the Directorate underspend arises from project slippage and earmarked funding.  This will form part of the request for carry forwards to next year in the provisional outturn report.
Directorate: Community Safety
12. There has been no change in the Directorate underspend forecast of £0.278m (paragraph 60).

Directorate:
Resources & Chief Executive’s Office

13. The Directorate forecast has moved from an underspend of £0.145m to an overspend of £0.069m (paragraph 62).  The main changes reported this month have been an increase in the underspend by £0.150m to £0.343m forecast for the Chief Executive’s Office.  This is offset by a change of £0.426m in ICT to an overspend of £0.043m due to bringing forward the purchase of servers for the Data Centre. 

14. The estimated expenditure on the Shared Services project for this year to be drawn down against the reserve has reduced from £1.79m to £1.4m.   This reduction is largely a matter of timing and total expenditure for the project remains broadly in line with the original business case and payback is still expected to be achieved by the target year of 2010/11.

Capital

15. The Capital programme monitoring for February 2007 shows a variation of £0.464m (underspend) in 2006/07 compared to the January 2007 position reported to Cabinet last month.  The total scheme costs show an increase of £5.592m.  The increase in scheme costs reflects additional schemes added to the capital programme as agreed by Council on 13 February 2007 and a fully funded project for Stowford House.

INTRODUCTION
16. This report covers the forecast of the year-end outturn position for 2006/07 based on the position up to the end of February 2007 for revenue and capital.  For the remainder of the financial year the monitoring report will continue to be reported on the pre 1 January 2007 structure for consistency of comparison with budget.  The detail for each Directorate is summarised within the report and individual reports for each Directorate are in the Members’ Resource Centre.  This is the last Financial Monitoring report before the provisional outturn position is reported in June.
Annexes

17. 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 4

Earmarked Reserves

Annex 5

Forecast Revenue Balances 

Annex 6 
Allocation of Local Authority Business Growth Initiative grant
Capital

Annex 7

Capital Monitoring Summary

Annex 7a-f

Capital Monitoring by Directorate

PART 1 - REVENUE

18. Annex 1 shows the forecast revenue outturn position for the year-end based on the position to the end of February 2007.  The overall projected Directorate variance, (excluding the City Schools reorganisation overspend) is set out in the table below (positive variances represent overspends and negative variances represent underspends):
	
	Jan 2007
	Feb 2007
	Change

	
	£m
	£m
	£m

	Children, Young People & Families
	3.529
	3.344
	-0.185

	Less City Schools Reorganisation 
	2.533
	2.533
	0

	
	0.996
	0.811
	-0.185

	Social & Community Services (excl.Supporting People)
	0.108
	-0.132
	-0.240

	Supporting People
	0
	0
	0

	Environment & Economy
	-1.094
	-1.542
	-0.448

	Community Safety
	-0.278
	-0.278
	0

	Resources & Chief Executive’s Office
	-0.145
	0.069
	0.214

	Total Variation per Annex 1
	-0.413
	-1.072
	-0.659


19. The main issues on the revenue budget for each Directorate are set out below:

Directorate: Children, Young People & Families (total variation £3.344m – of which £0.576m in-year overspend)

20. The current forecast outturn position detailed below shows a projected overspend of £3.344m.  Of this, £2.533m relates to the City Schools Reorganisation and £0.235m to a variation in Transport days both to be recovered in future years.  The balance of £0.576m relates to the current financial year.
21. Of the current year variation a £0.093m predicted underspend within Children & Young People relates to services funded by the Dedicated Schools Grant (DSG) and is ring-fenced to the Schools Budget.  Any unspent DSG grant must be carried forward to support the Schools Budget in future years, it cannot be used to offset overspends on services outside of the Schools Budget.  The £0.320m shown in the committed column relates to Standards Fund matched funding which will need to be carried forward to 2007/08.  If this was excluded from the forecast, to give a truer picture of the in-year variation, this produces a revised forecast in-year overspend of £0.896m.
	

	Jan

2007
	Feb 2007
	Change 
	
	Committed

	
	£m
	£m
	£m
	
	£m

	Children & Young People
	-0.466
	-0.548
	-0.082
	
	0

	Early Years & Family Support
	1.380
	1.308
	-0.072
	
	0

	Educational Effectiveness
	-0.320
	-0.320
	0
	
	0.320

	Strategy & Performance
	0.167
	0.136
	-0.031
	
	0

	Total in year variation
	0.761
	0.576
	-0.185
	
	0.320

	Variation in Transport Days
	0.235
	0.235
	0
	
	0

	Annex 1 Total
	0.996
	0.811
	-0.185
	
	0.320

	City Schools Reorganisation
	2.533
	2.533
	0
	
	0

	Total Variation
	3.529
	3.344
	-0.185
	
	0.320


Service Area: Children & Young People (£0.548m underspend, £0.313m underspend including the variation in transport days)
22. The Out of County budget is now forecasting to underspend by £0.045m as a result of fewer places.  There is no change to the forecast underspend for Special Educational Needs Support Service (SENSS) (£0.020m) and Behaviour Support (£0.028m), all these underspends are ringfenced to the DSG.  There are no significant changes to the variations previously reported with the exception of those reported below.

23. The underspend forecast for the Transport budget has increased by £0.050m to £0.250m due to ongoing management action in relation to the coordination of taxi services and improved re-tendering.  
24. Last month’s report identified a forecast underspend within the Social Inclusion and Integrated Support Services (SI&ISS) of £0.077m, which was identified as Standards Fund grant matched funding and therefore classified as a commitment.  This is in fact not matched funding and will therefore be reclassified as a receipt in advance reducing the projected underspend by £0.077m for SI&ISS.
Service Area: Early Years & Family Support (£1.308m overspend)

25. The budget for Agency Placements shows a forecast overspend of £0.451m, an increase of £0.072m from that predicted last month.  As reported previously the introduction of the new placement duty and support service in March 2007 should have a positive impact in reducing budget pressures in future.

26. There are no significant changes in the forecast position on other budgets within this service as small changes in over and underspends have substantially offset one another.

27. There is no change to the other main elements of the overspend in the service which includes the overspend from the shortfall in the final settlement of the 2005/06 DfES Unaccompanied Asylum Seeking Children (UASC) Leaving Care grant of £0.411m because of changes to eligibility criteria for the grant funding and the forecast overspend of £0.240m for the Asylum Seekers budget.

28. There is also a significant additional risk within the Asylum Seekers budget in relation to current and previous years’ grant claims which has not been included in the overspend reported in paragraph 27.  The Home Office has introduced a policy that they will only pay for UASCs who they have matched to their own database.  Of the £0.651m grant income relating to the current year not yet matched, it is predicted that £0.298m is expected to be resolved leaving £0.353m in dispute.  The Home Office has also made a decision to backdate the policy of data matching to all grant claims from 2002/03 onwards.  There is currently a further potential variation estimated at £0.800m in dispute relating to 2002/03 – 2004/05.  The position relating to 2005/06 remains uncertain, as the data matching is still underway, but the worst-case position is that a significant part of the claim could be disputed (based on cases currently agreed).
29. All of the authorities supporting large numbers of UASCs are experiencing the same pressures as a result of inadequate Government funding and grant arrangements, and the retrospective grant adjustments being made after costs have been incurred by councils.  Lobbying is taking place.
Service Area: Educational Effectiveness (£0.320m underspend)

30. Projections continue to indicate that £0.320m matched funding for the Standards Fund grant will not be spent by the year-end.  Standards Fund may be spent up to 31 August in the following financial year and this committed budget will need to be carried forward into 2007/08.  
31. Overall Food With Thought and QuEST cleaning are forecast to return a surplus of £0.111m, an improvement on the previously forecast breakeven position.  As with normal practice any surplus will be transferred to reserves at year-end and therefore this is not reflected in the Directorate variance. 

32. QuEST Cleaning Services is forecast to generate a surplus of £0.148m at the end of the 2006/07 financial year with a turnover of £3.1m.  This has come from one-off cost reductions and the service is expected to breakeven in the budget forecast for 2007/08.

33. Food With Thought is due to make a trading deficit of £0.037m for 2006/07.  This is due to loss of income with school closures due to the snow and higher food costs.

Service Area: Strategy & Performance (£0.136m overspend)

34. There is no change in the Premature Retirement Compensation (PRC) budget forecast overspend of £0.410m.  This includes all current commitments for outstanding cases agreed in 2006/07 (including contributions of £0.038m received from schools and an overspend of £0.287m brought forward from 2005/06).  The ongoing annual commitment of existing and new cases is £3.432m compared to the 2007/08 base budget of £4.142m, this includes an assumed turnover in the number of cases based on the pattern recorded in 2006/07.  Recent revisions to PRC and redundancy policies should help eliminate budget pressures in future years. 

35. There are only small changes to the variances previously reported for other areas; an increase in the underspend by £0.015m to £0.060m is forecast for the HR Health and Safety budget, an increase in the underspend for Staff Learning and Development to £0.035m and an increase in underspend to £0.027m for Organisational Development.

Service Area: Delegated Schools’ Budgets

36. As previously reported three-year budget plans for 2006/07 to 2008/09 have been received from all 293 schools.  The number of approved deficit budget plans remains at 49.  However, the projected year-end position for 3 of these plans no longer indicates a deficit position.
37. The change to forecast year-end balances from £4.1m last month to £4.6m reflects updated budget monitoring for a number of schools.  The summary position for the latest forecast balances for the approved plans is included in annex 4.  Balances at year-end have typically been significantly higher than earlier estimates due to slippage of expenditure, the impact of unbudgeted interest and slippage on the use of Standards Fund grant.  Consequently a carry forward balance in excess of £8m is anticipated.

Directorate: Social & Community Services (£0.132m underspend)

38. The forecast outturn for Social and Community Services Directorate is an underspend of £0.132m.  There is no variation forecast for Supporting People. 

	
	Jan 2007
	Feb 2007
	Change

	
	£m
	£m
	£m

	Cultural Services  & Adult Learning
	0.003
	-0.038
	-0.041

	Social Care for Adults
	-0.196
	-0.198
	-0.002

	Partnerships & Planning (excl. Supporting People)
	0.222
	-0.021
	-0.243

	Business Support & Performance Management
	-0.045
	-0.042
	0.003

	Directorate Management Team (incl. contingency)
	0.124
	0.167
	0.043

	Social & Community Services Subtotal
	0.108
	-0.132
	-0.240

	Supporting People
	0
	0
	0

	Total per Annex 1
	0.108
	-0.132
	-0.240

	
	
	
	

	Memorandum Accounts
	
	
	

	Older People, Physical Disabilities & Eqpt Pooled Budget
	0.879
	0.181
	-0.698

	Learning Disabilities Pooled Budget
	0.300
	0.021
	-0.279


Service Area: Cultural Services & Adult Learning (£0.038m underspend)

39. The underspend forecast of £0.038m is the net position taking into account a number of under and overspends.  

40. Once the Directorate’s final year-end outturn position is clear, a decision will be taken on whether to request a carry forward of £0.293m underspends to meet costs to be incurred in 2007/08.

41. The remaining £0.255m net overspend relates to savings totalling £0.180m forecast within the areas of Management, Policy and Performance budget and the Museum Service, offset by the balance of the write down of the audio-visual (AV) stock (£0.435m).  Any overspend remaining within the service will need to be carried forward and dealt with next year.

42. No year-end variance is reported for Adult Learning as funds will be transferred from Reserves to offset any difference between income and expenditure at year-end.  The anticipated drawdown on the reserves has reduced by £0.421m over the year.  In view of this, early repayment of £0.087m, being half of the £0.174m temporary supplementary estimate is requested.

Service Area: Social Care for Adults (£0.198m underspend)

43. The small change in the year-end forecast of £0.002m is the result of modest improvements in the forecast position of almost all areas within the service (totalling £0.251m) which is offset by £0.120m transferred to the Planning and Partnerships Service (paragraph 45 and 47), and an adjustment of £0.129m to treat the Assistive Technology grant as a receipt in advance to meet relevant expenditure in 2007/08.

44. The improvement in the forecast reflects, in particular, the continued implementation of the Home Support Action Plan resulting in a £0.060m decrease in the forecast for external home support.  Management action to contain spend has also led to an improvement of £0.019m in the forecast for Drug and Alcohol residential placements.  Other areas of improvement are Older People Care Management teams (£0.038m), Internal Home Support (£0.022m) and Fairer Charging income (£0.036m).  The income projection relating to nursing placements for people with physical disabilities has worsened by £0.045m, but this is largely offset by an increase in nursing bed income within Older People (£0.032m).

45. Within Learning Disabilities internally provided services, the underspend forecast is £0.168m, of which £0.120m relates to care management. Ongoing reductions in the forecast year-end spend have enabled the service to return £0.120m of the £0.160m transfer of supporting people income made earlier in the year which was made to offset forecast overspends within Supported Living and Day Services.

46. The pressure of £0.200m in relation to underachievement of rental income from the Order of St John remains.
Service Area: Partnerships & Planning (£0.021m underspend)
47. An improvement of £0.243m to an underspend of £0.021m is forecast for the Partnerships & Planning service this month.  £0.120m of this relates to the supporting people income, which has been transferred from the internally provided Learning Disabilities service (see paragraph 45).  There has been an improvement in the overall supporting people income, an additional £0.108m is now forecast.  This area of the budget is now showing a forecast year-end variance of £0.139m relating to the shortfall in various sources of income.    As previously reported, an underspend of £0.090m is forecast on the transport budget due to work on converting vehicles slipping into the next financial year.

Service Area: Business Support & Performance Management (£0.042m underspend)

48. There are no significant changes from last month to report.

Service Area: Directorate Management Team, Central Recharges and Contingency (£0.167m overspend)

49. The increase this month relates to a £0.030m increase in the forecast relating to legal charges and £0.013m relating to the balance of the contributions to the pooled budgets, not funded by the draw-down of the Emergency reserve (paragraph 51 and 52).
Service Area: Supporting People (no variation forecast)

50. No significant changes to from last month to report.
 
Pooled Budgets Memorandum Accounts

51. The pooled budget for Older People, Physical Disabilities and Equipment is forecasting an overspend of £0.181m.  The improvement is due to an increase of £0.740m in the council’s contribution to the pooled budget.
52. The Learning Disabilities pooled budget is showing a predicted overspend of £0.021m reflecting the additional one-off funding of £0.250m approved by the Cabinet in February. 

Directorate: Environment & Economy (£1.542m underspend)

53. The current forecast position shows a projected underspend of £1.542m. 

	
	Jan 2007
	Feb 2007
	Change

	
	£m
	£m
	£m

	Transport
	-0.279
	-0.448
	-0.169

	Sustainable Development
	-0.715
	-0.932
	-0.217

	Trading Standards & Registration
	-0.028
	-0.048
	-0.020

	Business Support
	-0.072
	-0.114
	-0.042

	Total Variation
	-1.094
	-1.542
	-0.448


In total £1.148m of underspends relate to project slippage and earmarked funds.

Service Area: Transport (£0.448m underspend)
54. The Transport service is forecast to underspend by £0.448m, a movement of £0.169m from last month’s report.  The change arises from further slippage of £0.040m on the Transport Development projects linked to the Didcot Interchange, additional backdated income from Oxford City of £0.030m and staffing underspends of £0.045m and a number of other small variations totalling £0.054m.  

Service Area: Sustainable Development (£0.932m underspend)
55. There is no significant change in respect of the forecasts for Planning Implementation (£0.460m underspend) and for Strategic Planning & Economic Development (SPED) (£0.015m overspend).

56. The Waste Management service is now forecast to underspend by £0.487m, a movement of £0.217m from the position reported last month.  This is mainly due to an indication that income from WEEE (Waste Electrical and Electronic Equipment) is now estimated to be £0.529m compared to the £0.300m previously reported.  This is subject to formal confirmation by the issuing Government Department.  The underspend would enable the service to carry forward sufficient budget to cover commitments next year (paragraph 58). 

57. Of the service underspend reported, £0.360m is earmarked to fund the E-Planning project costs identified in 2007/08 as part of the agreed budget and £0.293m is identified to carry forward to support the on-going procurement costs for Waste Treatment.
Service Area: Business Support (£0.114m underspend)

58. There is an increase of £0.042m in the underspend to £0.114m forecast for the Business Support service.  This is mainly due to the inclusion of £0.043m legal recharge underspend.

Directorate: Community Safety (£0.278m underspend)

	
	Jan 2007
	Feb 2007
	Change

	
	£m
	£m
	£m

	Fire & Rescue Service
	-0.278
	-0.278
	0

	Emergency Planning Service
	0
	0
	0

	Community Safety Team
	0
	0
	0

	Travellers’ sites
	0
	0
	0

	Total Variation
	-0.278
	-0.278
	0


Service Area: Fire & Rescue Services (£0.278m underspend)

59. There is no change in the previously reported underspends of £0.050m relating to a planned carry-forward of funding for the Radio Replacement Project Manager post. There is still an underspend of £0.228m relating to the planned carry forward of the provision for the national requirement for the implementation of rank to role within the uniformed service to meet the costs of the evaluation in 2007/08 when incurred.

Service Area: Community Safety Team (no variation forecast)

60. The previous budgetary problems affecting this service have been brought under control and it is forecast to come in on target.

Directorate: Resources and Chief Executive’s Office (£0.069m overspend)

61. The former Resources Directorate and the Chief Executive’s Office are forecasting a combined overspend of £0.069m for the areas set out below:
	
	Jan

2007
	Feb

2007
	Change

	
	£m
	£m
	£m

	Financial Services & Procurement
	-0.050
	-0.030
	0.020

	Human Resources
	-0.040
	-0.060
	-0.020

	Legal Services
	0.056
	0.056
	0

	Information Communications & Technology
	-0.383
	0.043
	0.426

	Business Support
	0.009
	0.036
	0.027

	Property Services
	0.206
	0.117
	-0.089

	Coroner’s Service
	0
	0
	0

	Shared Services Centre
	0
	0
	0

	Shared Services: SAP Revitalisation project
	0.250
	0.250
	0

	Chief Executive’s Office
	-0.193
	-0.343
	-0.150

	Total Variation per Annex 1
	-0.145
	0.069
	0.214


Financial Services & Procurement (£0.030m underspend)
62. The forecast underspend has decreased to £0.030m as procurement contract rebate income is lower than forecast and the cleaning service efficiency savings shortfall has now been recharged to client services (paragraph 68).  A carry forward to next year will be requested to continue the programme of cost centre manager training and other FMIP (Financial Management Improvement Programme) related project work next year. 

Service Area: Human Resources (£0.060 underspend)

63. As reported previously a balance of £0.040m from the £0.110m allocated from the Modernisation Fund for business process reengineering work is expected at the year-end.  It is proposed to carry this forward to meet expenditure in 2007/08.  The remainder of Corporate HR is forecasting £0.020m arising from vacant posts and tight control of expenditure to achieve the efficiency target.

Service Area: Legal Services (£0.056m overspend)

64. On 20 March the Cabinet approved a supplementary estimate of £0.056m for the exceptional costs of two legal cases.  Once reflected in the forecast the final position will be breakeven, although a small overspend may be a possibility.
Service Area: Information Communications & Technology (£0.043m overspend)
65. An order (originally programmed for next year) totalling £0.426m has been placed for servers to be installed in the new Data Centre bringing it into full operational use as early as possible.  Delivery is expected by the end of March and whilst this will move the core ICT budget into overspend, this will be carried forward and managed next year.  No other variance against the core budget is forecast but, the underspend of £0.383m against Project Link will be required for continuing work on this project next year.
Business Support (£0.036m overspend)

66. The Print & Design Unit is now forecasting a deficit of £0.025m and the Translation and Interpretation Unit a deficit of £0.016m, offset by other minor variances within the service.
Service Area: Property Services (£0.117m overspend)

67. The forecast overspend has reduced by £0.089m since last month.  The additional cost of energy (£0.034m) and cleaning efficiency saving (£0.028m) not achieved have been recharged to the users of central offices, leaving an overspend of £0.033m on the main property budget offset by £0.030m on Health and Safety.

68. The overspend on the Castle Project remains at £0.114m, this does not reflect the £0.083m revenue/capital switch approved by the Cabinet on 20 March 2007, which will reduce the overspend to £0.031m.
Service Area: Coroner’s Service (no variation forecast as £0.045m overspend met by calls on balances)

69. There is no change to the forecast overspend of £0.045mto be met by a call on balances.

Service Area: Shared Services (no variation forecast)



: SAP Revitalisation Project (£0.250m overspend)

70. The latest estimate is that expenditure on the project and the Shared Services Centre itself this year will be £1.4m, a reduction of £0.390m since last month.  As previously reported, the variance against the business case this year stems mainly from initial delays in the project rather than overall reductions in costs.  The project remains broadly in line with the business case and payback is still expected to be achieved by the target year of 2010/11.  The cost of the project has no direct effect on the revenue budget for the Directorate as it is being temporarily funded from an earmarked reserve.

71. The SAP revitalisation project budget forecast overspend is £0.250m.  There will be a corresponding underspend next year, the final year of the project.

Service Area: Chief Executive’s Office (£0.343m underspend)

72. The forecast underspend has increased by £0.150m since last month to a  forecast underspend of £0.343m.  The Initiatives Fund created using a number of unallocated underspends carried forward from 2005/06 to fund one-off pressures and projects within the Chief Executive’s Office, is expected to have a balance of £0.078m at year-end.  This includes £0.050m from the Modernisation Fund for work linked to the White Paper.  A policy plan of £0.064m remains unutilised, and it is proposed that this is retained and carried forward to next year to meet budget pressures related to the realignment of corporate services.  The underspend on Member’s budgets (previously reported) has increased by £0.005m to £0.122m and other net changes amount to £0.003m.
Bad Debt Write off

73. In accordance with procedures Cabinet approval is now sought for the write off of debts totalling £0.259m: £0.036m within Social & Community Services and £0.223m in Children Young People & Families as approved for write off by the respective Directorate Management Teams and summarised below:
· A debt of £0.036m for the cost of residential care has been unable to be recovered, despite a court judgement in the Council’s favour against the clients representative (holding a power of attorney, now declared bankrupt).  Legal Services have advised that there is no prospect of any recovery of this debt.

· In Children and Families eleven debts totalling £0.223m ranging in value from £0.005m to £0.060m require approval for write off in respect of charges made for Children Looked After that are no longer recoverable.  A Balance Sheet provision has been previously made for these debts, write off will therefore have no impact on the Directorate variance.

Government Grants
74. Details of specific grants are shown in Annex 3 and summarised below:

	
	£m

	Specific grants received in 2006/07 (as per published Medium Term Service & Financial Plan) 
	399.113

	New grants/changes previously reported
	6.212

	New grant changes this month
	0.189

	Total grants for 2006/07
	405.514


75. New grants reported this month include an additional £0.181m for Children, Young People & Families, of which £0.171m is for Targeted Improvement and £0.010m from Playing for Success both within the Standards Fund.  Within Community Safety, changes reported this month include an additional £0.008m from the Department for Communities and Local Government.
Earmarked Reserves
76. Details of Earmarked Reserves are shown in annex 4 and summarised below:

	
	2006/07

	
	Balance at

1 April 2006
	Forecast Movement
	Forecast

Balance at

31 March 2007

	
	
	Contributions

From Reserve
	Contributions

To Reserve
	

	
	£m
	£m
	£m
	£m

	Children, Young People & Families
	17.063
	-16.281
	14.270
	15.052

	Social & Community Services
	1.550
	-0.719
	0.211
	1.042

	Environment & Economy
	4.397
	-3.085
	1.629
	2.941

	Community Safety
	0.923
	-1.254
	0.794
	0.463

	Resources & Chief Executive’s Office
	5.672
	-2.198
	0.618
	4.092

	Corporate
	10.306
	-7.436
	1.787
	4.657

	Directorate Total
	39.911
	-30.973
	19.309
	28.247


77. Various changes in the Directorate reserves have been reported.  The change to the schools balances position are reported in paragraph 37.  In Community Safety purchases of Fire and Rescue vehicles as part of the planned rolling vehicle replacement programme have slipped this year and actual expenditure is estimated at £1.254m compared to planned purchases of £1.384m, resulting in a lower than anticipated draw-down on the reserve.
78. Within the Resources Directorate, the Shared Services Reserve shows an anticipated drawdown of £1.4m (based on spending forecasts as detailed in paragraph 71).  The balance on the Modernisation Fund currently stands at £0.711m, it is estimated that the balance at year-end will be in the region of £0.700m.  The estimated use of SAP for Schools reserve this year has been reduced from £0.340m to £0.220m.
79. The Corporate figures include an indication of drawdown on the Carry Forward Reserve and Capital Reserve and reflect the draw down of £0.977m from the Social & Community Services Emergency Fund Reserve.
Strategic Measures
80. It is anticipated that there will be an additional surplus of £1.0m on Strategic Measures in addition to the £2.0m already reported to Cabinet.  The figure is heavily dependent upon the level of the Baxter Index for February.  The Baxter Index has fallen from 5.6% for November to 3.1% for January.  This is the main reason for the additional surplus, although this has not been added to balances in line with the recommendation in paragraph 84
81. The Council has to implement changes to the accounting treatment of potential discounts and premiums arising from debt restructuring activity as part of the Statement of Recommended Practice (SORP) for preparing the Statement of Accounts for 2007/08. These changes will apply retrospectively to debt restructuring activity prior to 2007/08.
82. The main changes which will impact are as follows:
· Where a loan has been restructured and the replacement loan is then restructured, any premiums or discounts arising from the first restructuring have to be written off to revenue in year.
· Where the net present value of the cash flows on the original loan and the replacement loan differ by more than 10% any discount or premium has to be written off to revenue in year.
· The government is introducing regulations, which will override some of the SORP requirements, but as yet we are unable to assess the full impact on the Council.
83. If there is no exemption to these changes in the SORP the Council could be faced with having to write off some part of it’s current premiums and discounts to the revenue account in 2007/08. To mitigate this risk it is recommended that Cabinet set aside any additional surplus on strategic measures in 2006/07 into a provision, which will be used to smooth out the impact of the SORP on debt restructuring activity undertaken by the Council.  Future requirements for the provision will be monitored closely and proposals made either for additional funding or reduced requirements, which will be taken from any surplus on Strategic Measures or balances.
84. The Council restructured a loan of £6m in March 2007.  The overall full year savings achieved on debt restructuring are now £0.248m, subject to the accounting treatment as shown above.
General Revenue Balances

85. The forecast position for general balances has decreased by £0.056m as summarised below:

	
	£m

	Forecast position per last report (net of City Schools)
	16.020

	Supplementary estimate to Legal Services
	-0.056

	Net forecast position (net of City Schools) as at 31 March 2007
	15.964


86. As referred to in the previous report, Local Authority Business Growth Incentive grant (LABGI) for 2006/07 totalling £0.965m has been received and will be utilised in 2007/08. Proposals for use of the grant are set out in Annex 6 and the Cabinet recommends that Council approve the proposals.
87. The LABGI scheme is designed to give local authorities an incentive to maximise economic growth although the use of the grant is not ring-fenced and allows local authorities to use for any purpose.
88. The motion submitted to 3 April 2007 Council on use of the grant has been considered but it is proposed that the grant will be used in the main to support businesses and develop adults’ skills.  Funding for the Oxfordshire Economic Partnership (OEP) and Oxfordshire Rural Community Council (ORC) spans more than one year. There is a commitment to fund the first year from the 2006/07 LABGI grant with the future years being a first call against any LABGI grant received in 2007/08.
89. The net forecast for the general balances would reduce by £0.965m to £14.999m if the proposals to allocate the LABGI grant set out in paragraphs 87-89 were agreed.
Efficiency Savings

90. There are no significant changes to the position reported in the previous month’s report for most of the Directorates. Changes to service levels have not been required to meet unachieved efficiency savings, as, in some cases, alternative efficiency savings have been found or contingency funding and additional client income have been offsetting some of the areas that have been unable to achieve their full efficiency savings.  Directorates have addressed the issue of achieving these efficiencies in future years as part of the service and resource planning process for 2007/08-2011/12.
Best Value Performance Indicator (BVPI) 8

91. BVPI8 measures the percentage of undisputed invoices paid within 30 days of receipt.  The Council’s target for 2006/07 is for 95% of invoices to be paid within 30 days of receipt and the performance for the year to the end of January for the Council overall was 92.2%.

92. The payments function has now transferred into the Shared Services Centre and processes and procedures have changed to support the new arrangements.  The traditional identification of invoices between Directorates is not now readily available under the new regime and work is underway to facilitate this analysis.  BVPI8 performance for February will be reported verbally, if this information is available by 17 April. 

Conclusion

93. The current forecast Directorate underspend for the year is £1.072m (excluding the City Schools reorganisation £2.533m overspend).  This is an increase of £0.659m in the reported underspend compared to last month. The Directorate underspend increases to £1.128m if the supplementary estimate to Resources approved on 20 March 2007 was taken into account.  The areas of greatest concern remain within the Early Years and Family Support service, where significant pressures remain to be addressed - and the risks identified around Asylum Seekers grant funding.
94. The forecast for general balances stands at £15.964m, when taken with the Directorate variance of £1.072m give a consolidated balances position of £17.036m.  After adjusting for the £0.056m supplementary estimate for legal services not reflected in the Directorate variation, the adjusted position is £17.092m. The proposed allocation of the LABGI grant, if approved, would reduce the forecast of general balances to £14.999m.  Directorates have identified a number of underspends which they will seek to carry forward to meet expenditure in 2007/08.
PART 2 – CAPITAL  

95. The capital monitoring for February 2007 is attached in annexes 7 – 7f.  The summary shows a variance of £0.464m (increase) in 2006/07 compared to the January 2007 position reported to Cabinet on 20 March 2007.  The total scheme costs show an increase of £5.592m.  The position is summarised in the table below:

	 
	January 2007 Monitoring
	February 2007

Monitoring
	Change

	
	2006/07
	Total
	2006/07
	Total
	2006/07
	Total

	
	£m
	£m
	£m
	£m
	£m
	£m

	
	
	
	
	
	
	

	Children, Young People & Families
	
	
	
	
	
	

	-Main
	46.574
	228.664
	46.898
	229.278
	0.324
	0.614

	-City
	0.974
	48.672
	0.974
	48.672
	0
	0

	
	
	
	
	
	
	

	Social & Community Services
	4.357
	32.220
	4.604
	34.526
	0.247
	2.306

	
	
	
	
	
	
	

	Environment & Economy
	33.876
	173.346
	33.811
	173.710
	-0.065
	0.364

	
	
	
	
	
	
	

	Community Safety
	0.910
	1.864
	0.865
	3.484
	-0.045
	1.620

	
	
	
	
	
	
	

	Resources
	5.815
	35.775
	5.818
	36.463
	0.003
	0.688

	
	
	
	
	
	
	

	TOTAL
	92.506
	520.541
	92.970
	526.133
	0.464
	5.592


96. The variations are explained below:

Directorate: Children, Young People & Families 

97. There is a variation of £0.324m (overspend) in the main programme for 2006/07 and an increase in total scheme costs of £0.614m (overspend).  The main increases for 2006/07 are for additional costs at Botley Elms Road Nursery (£0.154m) and Minor Works (£0.145m) both funded by extra resources.

98. Schemes for Wallingford Youth Centre (£0.280m) and Abingdon, The Net (£0.010m) have been added to the programme after 2006/07 reflecting the agreement by Council on 13 February 2007.

Directorate: Social & Community Services
99. There is a variation of £0.247m (overspend) in 2006/07 and a total scheme cost increase of £2.306m (overspend).  The main variations relate to slippage at Bicester Day Centre (£0.124m) and the Special Transport Service, Wallingford £0.150m offset by increased costs on the Bicester Homes for Older People Project (£0.601m).  These costs will be covered by additional capital receipts on the project.

100. Schemes for Banbury Library (£0.130m), Standlake Museum Resource Centre (£0.500m) have been added to the programme after 2006/07 reflecting the agreement by Council on 13 February 2007.  A project for Stowford House (£1.075m) has been added after 2006/07 which is fully funded.

Directorate: Environment & Economy

101. There is a variance of £0.065m (underspend) in 2006/07 and a total scheme cost variation of £0.364m (overspend).

102. The main variations in 2006/07 are increased costs in the Network Development (£0.144m) offset by slippage on Witney ITS (£0.100m underspend) and Structural Maintenance (£0.100m underspend).  Beyond 2006/07 a project for Oakley Wood (£0.450m) has been added as agreed by Council on 13 February 2007.

Directorate: Community Safety

103. There is an underspend variation of £0.045m in 2006/07 and a totals scheme cost variation of £1.620m (overspend).  The main variation in 2006/07 relates to slippage on the Radio Scheme Project (underspend £0.045m).  Beyond 2006/07 projects for Radio Replacement Project £0.120m and Wallingford Fire Station (£1.5m) have been added to the programme as agreed by Council on 13 February 2007.

Directorate: Resources

104. There is a variation of £0.003m overspend in 2006/07 and a total scheme cost variation of £0.688m (overspend).  The main variation relates to the addition of new scheme for reducing the Council’s Carbon Footprint (£0.200m), Improving Access for People with Disabilities (£0.135m), and Capital Minor Works (£0.350m) as agreed by the Council on 13 February 2007.

105. Following on from issues raised by the external auditor last year, the following changes to accounting treatment in relation to the capital programme are proposed:

· The practice of charging Property Services salaries to the capital programme will cease from 2006/07.  The cost in 2006/07 is £0.638m.  This will increase the Property Services expenditure by that amount.

· The disposal costs incurred in disposing of surplus council land and buildings will be charged to revenue from 2006/07.  The costs in 2006/07 are around £0.400m and will fall within the Property Services budget.

106. In a similar vein, how the Council classifies spending on ICT software and hardware is being reviewed to ensure that appropriate accounting treatment is being applied.  At least £1m of expenditure currently treated as revenue should be charged to capital.  The resulting underspend on the ICT revenue budget will allow for a permanent virement as follows:

· £1m to the Property Services budget to provide for the salary and disposal costs identified in paragraph 106.

· Transfer of £1m ICT expenditure to the capital programme.

The Cabinet is asked to recommend Council approve these permanent virements as a result of changes in accounting treatment.

RECOMMENDATIONS

107. The Cabinet is recommended to:

(a) note the report;

(b) request the early repayment of £0.087m being half of the temporary supplementary estimate to Adult Learning in this year paragraph 42;

(c) approve the write off of £0.259m bad debts as set out in paragraph 74;

(d) approve the creation of a provision from the additional surplus strategic measures of £1m to smooth the impact of SORP debt restructuring activity as set out in paragraph 84;

(e) recommend that council approve the allocation of LABGI grant as set out in paragraphs 87- 89 and annex 6;

(f) approve the changes to the Capital Programme as set out in paragraphs 98 – 105; and

(g) recommend Council approve the permanent virement of £1m to the Property Services budget and a transfer of £1m ICT expenditure to the capital programme as set out in paragraphs 106 and 107.

SUE SCANE

Head of Finance & Procurement
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