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ITEM CA5

CABINET – 17 JULY 2007

FINANCIAL MONITORING

Report by Head of Finance & Procurement

Introduction

1. The report covers the period up to May 2007 for revenue and capital.  As this is the first detailed report of the year there are no variances forecast for the outturn in April against which to measure the changes.

2. The Directorate in-year overspend for 2007/08 is £1.044m which when the City Schools reorganisation overspend of £1.957m (repayment planned over a number of years) and the Transport days variation of £0.588m (paragraph 7) is included produces the overall variance of £3.589m as shown in the table below.

	Original Budget 2007/08
	
	Latest Budget 2007/08
	Forecast Outturn 2007/08
	Variance

Forecast May 07
	Variance

Forecast May 07

	£m
	
	£m
	£m
	£m *
	% *

	79.136
	Children, Young People & Families
	76.333
	80.214
	3.881
	5.0

	143.472
	Social & Community Services 
	144.526
	144.432
	-0.094
	0.1

	57.524
	Environment & Economy
	59.362
	59.122
	-0.240
	0.4

	24.838
	Community Safety
	25.262
	25.254
	-0.008
	-

	8.686
	Corporate Core
	9.333
	9.383
	0.050
	0.5

	313.656
	Directorate Net Expenditure
	314.816
	318.405
	3.589
	1.1

	31.849
	Strategic Measures
	30.689
	26.496
	-4.193
	13.7

	
	Forecast movement on County Fund Balance
	
	0.604
	-0.604
	

	345.505
	Budget Requirement
	345.505
	345.505
	-
	


* 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. 

3. There are no changes reported this month to the general balances forecast of £23.537m as the Local Authority Business Growth Incentive (LABGI) grant and the 2006/07 revenue element of the Performance Reward Grant have not yet been allocated.  Both of these grants remain within the balances forecast of the year-end position as at the end of May 2007.  The general balances forecast of £23.537m (Annex 5) when taken with the forecast Directorate in-year overspend of £1.044m and the Transport days 2007/08 variation of £0.588m gives a consolidated balances forecast for the year-end of £21.905m.

4. The detail for each Directorate is summarised within the annexes and a detailed commentary is contained in the individual reports for each Directorate that are placed in the Member’s Resource Centre.

5. The following annexes are attached:

Annex 1
Estimated year-end position Directorate summary

Annex1a-1e
“

“
“
by Directorate

Annex 2a
Virements requested this month

Annex 2b
Summary of virements

Annex 2c
Summary of Supplementary estimates

Annex 3
Specific grants monitoring

Annex 4
Earmarked reserves

Annex 5
Forecast general balances

Annex 6
Capital monitoring

PART 1 - REVENUE

6. Annex 1 shows the forecast revenue outturn position for the year-end based on the position to the end of May 2007.  Any significant movement in the variances identified are commented on by Directorate.  

Directorate: Children Young People & Families (total overspend £3.881m – of which £1.336m in-year overspend)

7. The Directorate is forecasting an overspend of £3.881m.  Of this, £1.957m relates to the City Schools reorganisation and £0.588m to a variation in Transport days both to be recovered in future years.  The balance of £1.336m relates to the current financial year.  This overspend relates to the Early Years and Family Support service, with overspends projected for Agency Placements £0.302m, Asylum Seekers £0.652m, Legal Services £0.237m and Children’s Homes £0.145m.

8. The high volatility of the Agency Placements budget makes this a high-risk area.  Management action relating to the introduction of the new placement duty and support service is anticipated to impact positively on the pressures in the budget.  Initial service projections indicate that new placements may create a pressure in the region of £0.494m.  A detailed review is in progress and an update will be reported next month.  Within the Asylum Seekers service rigorous monitoring is in place and work is underway to reconfigure the service based on a structure that can more closely be sustained by the likely grant levels.  Significant risk remains in relation to current and previous years’ grant claims in relation to the Main Home office grant linked to the data matching policy.  Progress has been made in resolving this and a final position is expected in the next few months.

9. Other areas of high risk identified are in relation to the Transport budget, where uncertainties surround the variability of transport inflation coupled with the outcome of a rolling programme of re-tendering and the, as yet unknown, impact of new legislation.  Early indications are that this element of the budget will not however be overspent.  The transport days variation brought forward was an overspend of £0.235m and early indications are that this figure will increase to £0.588m in 2007/08 due to the change in school days in this year, but this is recoverable in future years.  Early indications for the Premature Retirement Compensation budget are that claims so far are in line with the budget available and no variance is forecast for this budget.

Directorate: Social & Community Services (£0.094m underspend)

10. The Directorate is forecasting an underspend of £0.094m.  Taking into account the virement to transfer budgets (to follow the cost of staff already relocated) to Shared Services that was proposed and agreed as part of the April monthly monitoring report - which will be processed next month and reflected in this forecast - this would become an overspend of £0.463m.

11. Cultural Services is forecasting an overspend of £0.244m, which reflects the overspend arising from the remainder of the write down of Audio Visual stock (£0.255m) brought forward from 2006/07.  Every effort will be made to reduce spend below budgeted levels during 2007/08 but underspends to offset this cannot be assumed.  The write off issue will be addressed together with the medium term efficiency savings as part of the fundamental service review of Cultural Services.  However, it would be imprudent at this stage to assume that this review will deliver all the savings required in the current financial year.

12. The most significant variance is within External Home Support where an overspend of £0.719m is currently forecast.  The variance relates mainly to the difficulties in purchasing home support at the price levels agreed as part of the new contracts.  Lack of capacity with cheaper providers in certain geographical areas is leading to increased unit costs as care is purchased from more expensive providers.  An action plan will be drawn up to quantify savings that can be achieved from options under consideration.

13. Within Social Care for Adults, an underspend of £0.122m is projected against the Demographic Contingency.  Of the £0.600m agreed for this contingency £0.276m has been earmarked to match an application for funds from the Change Fund and £0.202m is planned to be spent to reduce the waiting time for Occupational Therapy to 28 days by the end of 2007/08.

14. An underspend of £0.689m relates to additional residential and nursing income forecast on the budget funding the contribution to the Older Peoples pooled budget.  In contrast there is an overspend of £0.369m arising on the Older Peoples Fairer Charging income budget.  Some realignment of these budgets will be proposed in future months.

15. Pressures have been identified in Learning Disabilities Internal services of £0.280m and Business Support £0.300m, but no variance is reported in respect of these pressures as it is assumed that the action plans being compiled will address these pressures in year.

Pooled Budget Memorandum Accounts

16. The combined Council and PCT variance forecast for the Older People’s, Physical Disabilities and Equipment pooled budget is an underspend of £1.699m.  The variance on the Council’s element of the Older People’s pooled budget is an underspend of £0.875m, representing a variance of 1.7%.  In the early months of the year a small decrease in the number of clients does result in a disproportionate underspend as a near full-year saving on the placement is assumed in the outturn forecast.  The reductions in the number of clients in this months forecast reflect higher than normal attrition rates.  Additional spending on extra care housing at Isis Court will be met from HOPs funding in the base budget.  The forecast overspend of £0.367m in the Council’s element of the Physical Disabilities pooled budget is mainly due to ongoing pressure of existing care packages.  

17. The forecast overspend £0.452m on the Learning Disabilities pooled budget is due to additional demographic pressures which have now been identified.  Further work is being undertaken to review the likely pressures for the rest of the year.

Directorate: Environment & Economy (£0.240m underspend)

18. The 2007/08 budget within Property services for the Salix project includes £0.200m of matched funding that will be needed to meet the costs of this project in 2008/09 and 2009/10.  The Council’s commitment is to provide £0.300m to the overall funding for the Salix project which has a total cost of  £0.600m over three years.  The £0.200m included in the current projections as an underspend will need to be carried forward.  The remainder of the variance is a combination of staffing underspends within Transport as offset by £0.050m pressures within Property.

19. Within Oxfordshire Highways Maintenance a lower than budgeted contract for energy has been secured giving rise to a street light saving of £0.350m in 2007/08.  The Cabinet is asked to approve the use of this saving within the Street Lighting budget to fund work to reduce future energy consumption and carbon emissions.

Directorate: Community Safety (£0.008m underspend)

20. An underspend of £0.008m is forecast this month as the National Joint Council (NJC) has agreed an increase of 2.4% in fire fighters pay with effect from 1 July 2007.  This compares to the budgeted inflation allowance of 2.5%, the difference of £0.008m, in accordance with principles adopted in previous years, will be returned to balances.

Directorate: Corporate Core (£0.050m overspend)

21. The projected year-end overspend of £0.050m relates to the Coroner’s Service as highlighted in the April monthly monitoring report - as in previous years this will be drawn from balances.  Although no variances are reported so far, there are potential pressures on the Corporate Human Resources (HR) /Organisational Development (OD) and Print & Design budgets.  Action plans are being produced to manage these pressures. 

22. The virements for the first tranche of services transferring to Shared Services were reported in April.  Cabinet is recommended to approve the virement as detailed in annex 2a to split this transfer between operating budgets and savings.  Cabinet is recommended to approve a virement to set up a temporary budget this year of £4.453m for the Shared Services investment project as this is not a policy plan change which is being funded from a reserve set up for this purpose (Annex 2a and Annex 4).  The project remains on track to achieve the savings in the business case and to pay back investment by 2010/11.

23. Cabinet is recommended to approve the temporary virement of £0.291m of funding for the SAP Competency Centre from the SAP Revitalisation project. 

Virements Requested

24. Cabinet is recommended to approve the virements requested this month as detailed in Annex 2a.  Within Environment & Economy these are permanent and relate to service restructuring in Transport.  In Community Safety these permanent virements relate to grant changes and budget tidying/maintenance.  The temporary virements in Corporate Core are detailed in paragraph 22 and 23 above and the permanent virements as shown in the Annex relate to budget reorganisations, realignment of change and customer services and sundry other budget adjustments.  None of the virements requested relate to policy plan changes.

Specific Grants Monitoring

25. In Annex 3, within Corporate Core, a grant of £0.240m is reported this month. This is the Council’s share of the second £0.5m instalment of the Milton Keynes, Oxfordshire and Buckingham (MKOB) Improvement grant which has now been received.  The total grant of £1m is forecast to be spent in full by the end of this year on projects managed by this Council and the partner authorities.  Spend by the Council this year is forecast to be £0.446m (taking into account an amount of £0.246m brought forward from 2006/07).

Efficiency Savings

26. Commentary on achievement of efficiency savings will be reported quarterly, the first quarter in the June report.

Strategic Measures Budget

27. The Council restructured a loan for £4m with the Public works Loan Board in June.  The restructuring has produced full year savings of £0.007m.

PART – 2 BALANCE SHEET

28. As stated in paragraph 3 there is no movement reported to General balances this month.

29. BVPI8 measures the percentage of undisputed invoices paid within 30 days of receipt.  The Council’s target for 2007/08 is for 95% of invoices to be paid within 30 days of receipt and the performance for the year to the end of May for the Council overall was 91.0%. 

30. Annex 4 details the movement on Earmarked Reserves.  In Children, Young People & Families, Budget submissions have now been received from 285 of the 293 schools (97%).  Taking into account the number of budgets received and verified and past experience of spend patterns the forecast level of reserves at the year-end has not yet been updated.

31. Within Corporate Core the balance on the Change Fund (formerly Modernisation Fund) at 1 April was £0.731m: - the budget for 2007/08 is £1.025m which, together with one-off funding of £1.2m from the Performance Reward Grant gives a total of funds available of £2.956m of which £1m is planned to be used in 2008/09.  Of the £1.956m available to be allocated in 2007/08, successful bids to date total £0.701m giving an unallocated balance of £1.255m.


PART – 3 CAPITAL 

32. The Capital Monitoring position for May 2007 is shown at Annex 6.  In summary there are projected increased payments of £8.621m in 2007/08 and an increase in the overall programme of £15.244m.

33. These changes are considered in more detail below:

Directorate: Children, Young People & Families

34. There are increased payments of £4.003m in 2007/08 and an increase in the overall programme of £12.069m.  The main variations in relation to payments in 2007/08 reflect the addition to the programme of Didcot St Birinus – Science Block £1.217m, Ridgeway – alterations and extensions £0.761m, Wheatley Park – 10 Class Block £0.969m, Chinnor St Andrews – extensions £0.890m, Minor Works £0.924m and fees £0.561m, offset by re-profiling of expenditure at Banbury Stanbridge Hall £1.5m and Devolved Formula capital £1.075 in 2008/09.

35. The increase in payments on the overall programmes reflects mainly the full costs of projects added to the programme as follows: Didcot St Birinus School £4.346m, Ridgeway Alterations and extensions £0.781m, Wheatley Park– 10 Class Block £2.010m Chinnor St Andrews – extensions £1.781m, Minor Works £1.091m and fees £1.029m.  Provision has also been made for £0.4m towards the Council’s capital costs around Peers School Academy Project.

36. All these changes are managed within the overall capital resources available to the Directorate.

Directorate: Social & Community Services

37. There are increased payments of £3.412m in 2007/08 and an increase in the overall programme of £3.055m.  The variations in relation to payments and the overall programme are the new Home for Older People in Bicester and the replacement for Stowford House (accommodation for adults with learning disabilities), and reflect increased costs as agreed in Project Approvals and a re-profiling of payments.  Funding for these projects has been agreed.

38. An additional £2m is estimated to be required to provide the site for a Home for Older People in Banbury.  This is subject to a separate report to Cabinet elsewhere on this agenda.

Directorate: Environment & Economy

39. There are increased payments of £1.176m in 2007/08 and overall scheme variations of £0.090m.  The main variations are in relation to payments in 2007/08 for extra work at Thornhill Park and Ride £0.596m and Thames Towpath £0.400m.  Within the overall scheme variations there is a redistribution of funding across the Local Transport Plan (LTP).

Directorates: Community Safety and Corporate Core

40. There are no variations within Community Safety and the Corporate Core at this stage.

Capital Programme

41. A revised Capital Programme is circulated with the Agenda.  The programme has been updated to reflect the end of year roll-forward from 2006/07, the variations reported in the financial monitoring and a review of the funding available.

42. The Capital Programme now shows a surplus of £7.633m over the period of the programme 2007/08 to 2011/12.  This position includes funding to be reserved for a number of projects as follows:

43. The schools main programme shows a surplus of £1.660m which will be allocated in due course in line with the Council’s policy to permit the schools programme to use all the resources available to it.

44. The City Schools programme shows a surplus of £0.468m reflecting part of the capital receipt from Speedwell School in 2006/07 which has yet to be allocated.

45. The Council has to repay £3.262m less to the DfES than was originally planned as part of the surplus receipts generated from the City Schools Reorganisation project.  Projects will be brought forward to utilise these resources in due course and Cabinet will be asked to approve these projects as part of future monthly monitoring reports.

46. The capital stream of payments and income for the Homes for Older People (HOP) project has been reviewed as part of the programme update.  It is now estimated that the cost of land required for a site for a HOP in Banbury plus remediation works will be around £3m.  A report seeking approval to the land transfer is elsewhere on this agenda.

47. The Capital Programme has been updated to reflect this increased cost.  Additionally the anticipated receipts due under the HOPs project have been reviewed, including some significant increases.  Overall there is now a surplus of £2.124m estimated on the HOPs programme.  Cabinet is recommended to note this position and to reserve the surplus, pending the outcome of the review of the next phase of the HOPs project, which may require an injection of capital funding.

48. Additionally a further £0.5m of costs can be charged to the Schools capital programme for 2008/09 once the DfES has announced the available capital resources for that year.  The capital settlement for schools covering the years 2008/09 to 2009/10 is anticipated after the Comprehensive Spending Review is announced later in the year.

49. The overall impact of setting aside these funds on the capital programme surplus is set out below:

	
	£m

	July 2007 Capital Programme surplus
	7.633

	Adjusted for:
	

	Allocation to Main Schools programme
	-1.660

	Allocation to City Schools programme
	-0.468

	Schemes to be funded from reduced payment to DfES
	-3.262

	HOPs surplus
	-2.124

	Costs allocated to schools
	0.500

	Adjusted Capital Programme Surplus
	0.619


50. The Surplus available for new projects and cost variations on the capital programme is just £0.619m covering the period up to 2009/10.

51. Cabinet is asked to approve a detailed project appraisal for developing day services at Moorview, Witney elsewhere on this agenda.  If approved this project will require an additional £0.355m from the unallocated funding leaving a balance of £0.264m.

52. This is a very small residual amount of funding to allocate and Cabinet may wish to consider this position as part of the budget process for 2008/09.

53. The repayment to the DfES in relation to surplus receipts arising from the City Schools Reorganisation project has been spread across the financial years 2008/09 to 2010/11 as agreed with the DfES.  In practice these sums will be deducted from schools credit approvals and will be shown appropriately once these credit approvals have been received.

RECOMMENDATION

54. The Cabinet is RECOMMENDED to:

(a) note the report;

(b) approve the use of £0.350m saving in 2007/08 on the Street Lighting energy contract to invest in reducing energy consumption and carbon emissions in Street Lighting (Paragraph 19);

(c) approve the virements as set out in annex 2a (paragraph 24); and

(d) approve the updated Capital programme as referred to in paragraphs 41- 53.

SUE SCANE

Head of Finance & Procurement

Corporate Core
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