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ITEM CA5

CABINET – 16 OCTOBER 2007

FINANCIAL MONITORING

Report by Head of Finance & Procurement

Introduction
1. This report sets out the Council’s forecast financial position for the 2007/08 financial year based on actuals to the end of August 2007. It includes projections for revenue, balances, reserves and capital. The report sets out explanations where the forecast outturn is significantly different from the budget and also when compared to the position at the end of July with action plans to recover the position where appropriate.

2. The in-year overspend for Directorates is predicted to be £2.297m.  This excludes the City Schools reorganisation overspend of £1.957m where the repayment is planned over a number of years and the Schools Transport days variation of £0.494m (paragraph 7). When included this produces an overall overspend of £4.748m for 2007/08 as detailed below.

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

Forecast Aug 07
	Variance

Forecast Aug 07

	£m
	
	£m
	£m
	£m 

	%

	79.136
	Children, Young People & Families
	76.220
	80.048
	3.828
	5.0%

	143.472
	Social & Community Services 
	144.244
	144.618
	0.374
	0.3%

	57.524
	Environment & Economy
	61.072
	61.136
	0.064
	0.1%

	24.838
	Community Safety
	25.242
	25.540
	0.298
	0.5%

	8.686
	Corporate Core
	10.576
	10.760
	0.184
	1.7%

	313.656
	Directorate Net Expenditure
	317.354
	322.102
	4.748
	1.5%


3. The year-end forecast of general balances is set out in Annex 5. After taking into account known changes, the forecast is £21.524m. The City Schools reorganisation overspend is offset against balances and is incorporated in the £21.524m forecast. When the forecast Directorate in-year overspend of £2.297m and the Schools Transport days variation of £0.494m are also taken into account, this gives a consolidated balances forecast for the year-end of £18.733m. 

4. Figures for each Directorate are summarised within the Annexes and individual Directorate reports setting out the detail have been placed in the Members’ Resource Centre.

5. The following Annexes are attached:

Annex 1 (a-e)
Forecast Outturn by Directorate 

Annex 2 (a-c)
Virements and Supplementary Estimates

Annex 3
Specific grants monitoring

Annex 4
Forecast earmarked reserves

Annex 5
Forecast general balances

Annex 6 (a-f)
Capital monitoring

Part 1 - Revenue

6. Annex 1 shows the forecast revenue outturn by Directorate based on the position to the end of August 2007. Significant issues or movement in the variances are commented on below and management action being taken.  

Children Young People & Families: £1.377m in-year overspend (total overspend £3.828m)

7. The position for the Directorate is a forecast overspend of £3.828m.  Of this £2.451m relates to the cost of the City Schools reorganisation (£1.957m) repayable over a period up to 2011/12 and the variation in transport days (£0.494m), which will be recovered over a number of years. The remaining £1.377m is the current year overspend and relates to the Early Years and Family Support Service. 

8. Since the July report, an increase in the projected overspend of £0.100m is reported on the Agency Placement budget. An overspend of £0.250m is now anticipated for the year. The increase is due to three new imminent placements, which exceed reductions through placements coming to an end. The projection includes an element for further new placements which could be made during the remainder of the year, based on the experience of the last three years. The high volatility and highly variable costs of individual placements makes this the highest budget risk area in the Directorate.  

9. There have been no changes since the July report in the other significant projected overspends, these being Asylum Seekers £0.652m, Legal Services £0.250m and Children’s Homes £0.145m. The position is being reviewed and any movement will be reported next time.

10. As previously reported, the current projected overspend in the Asylum Seekers Service relates to the overspend brought forward from 2006/07, this represents a high risk for 2007/08. Rigorous monitoring arrangements are in place and work is underway to implement the reconfigured service based on a structure that can be more closely sustained by the likely grant levels. There is significant additional risk in relation to current and previous years’ grant claims linked to the results of the Home Office data matching policy. Progress continues to be made in resolving these data matching issues and a final position is expected shortly. 

11. The projected position for the Transport budget remains the same as at the end of July, with a forecast overspend of £0.494m relating to the variation in transport days, treated as recoverable in future years. There are uncertainties for the remainder of the financial year around outcomes of the rolling programme of re-tendering and patterns of provision that change in year. The forecast will be updated in the September report when the financial impact of route changes, which occur most significantly at the start of the school year, become clearer.

Social & Community Services: £0.374m overspend

12. The position for the Social and Community Services Directorate is a forecast revenue overspend of £0.374m, an increase of £0.043m since July. Movements are reported on Adult Social Care and Business Support and Performance Management.  

13. The forecast variance within Adult Social Care has decreased by £0.073m this month to £0.068m, the change made up of two main factors.  The forecast overspend on External Home Support has increased by £0.075m in August to £0.401m, as a result of the considerable improvement reported last month (projection reduced from £0.719m to £0.326m) not being fully realised. The other main change relates to £0.195m of income expected from the Oxfordshire and Buckinghamshire Mental Health Trust.  This represents a reimbursement of unspent balances on projects funded by the Directorate over a number of years. 

14. The position previously reported on Older People regarding the overachievement of residential and nursing income (£0.587m underspend, an increase from £0.563m July) and underachievement fairer charging income (£0.500m overspend) remains unchanged.  A permanent virement of £0.500m to increase the residential and nursing income budget and reduce the fairer charging income budget is proposed in Annex 2a.  The virement is partly in recognition of the slow progress of the joint working with the Department for Work and Pensions to generate additional income for clients which can then be collected through increased Fairer Charging. Additional income, to be achieved by swifter billing for new care packages should offset the remaining variance by the year-end, and work will continue to maximise income collection via joint working.   The virement does not represent any change in service delivery.  

15. Cultural Services is maintaining the position previously reported of a year-end overspend of £0.244m. This relates to the carried forward overspend from 2006/07, caused by the revaluation and depreciation of Audio Visual stock.  Actions and timescales for dealing with this issue are being considered as part of the Fundamental Review of the service. There have been some further in-year pressures of £0.600m on Library Service income but these have been covered by other savings within the service. Looking ahead, the amount of income generated from Audio Visual rentals is also a risk in future years.
16. Action plans are now in place for Business Support and Performance Management to manage the pressure of £0.300m referred to in the July report to Cabinet.  At this stage an overspend of £0.058m is currently being forecast. Close monitoring of this area will continue both in terms of the financial position and the impact on services over the coming months. 
Pooled Budget Memorandum Accounts

17. The Older People, Physical Disabilities & Equipment Pooled budget is projecting an overall underspend of £0.600m compared to £0.355m last month.  This figure is made up of some significant variations between partners.  The County Council elements of the pooled budget are projected to underspend by £1.427m (compared to £0.975m in July) and the Primary Care Trust (PCT) elements are expecting an overspend of £0.828m (compared to £0.620m in July).  
18. The reduction in forecast spend in the County Council elements of the pooled budget is mainly due to a revised estimate of Order of St John (OSJ) nursing beds costs, as a result of higher Registered Nursing Care Contributions. The increase in the PCT elements of the pooled budget is due to additional continuing care clients.  As reported last month, any overall underspend on this pooled budget will be re-invested in improved services. It is not expected that the Council will need to call on the Emergency Reserve to contribute towards the PCT overspend.
19. An analysis of projected spend for 2008/09 for the Council elements of the pool has now been undertaken and early indications are that the current underspending is unlikely to be sustained in 2008/09. This is because next year’s budget already has built into it the expected full year effect of the current year’s planned placement strategy.  In fact, additional placements have been affordable this year because of higher mortality rates, but this leaves a higher opening commitment of care packages than would otherwise be the case.  This will be discussed at next month’s Joint Management Group. 
Environment & Economy: £0.064m overspend

20. The Directorate is forecasting an overspend of £0.064m, a decrease of £0.025m since July. This change is made up of more substantial movements within Transport

21. Highways Maintenance is forecasting an overall underspend of £0.046m, a reduction of £0.039m since the last report. This forecast includes the cost of immediate work resulting from flood damage estimated at £0.431m. A contingency of £0.150m is also now included to support potential flood damage repairs to bridges currently being inspected. A determination on how the costs will be funded will be made once the full costs are known.  

22. Offsetting this is a forecast underspend of £0.300m in public transport for money earmarked to support bus company commercial withdrawal from supported schemes. No commercial withdrawals have taken place to date, although withdrawals later in the financial year are still a possibility. 

23. The overspend forecast within Waste Management has reduced from £0.142m in July to £0.022m. The movement from July relates mostly to a reduction in costs associated with Waste Electrical Electronic Equipment  (WEEE) valued at £0.095m. As previously reported, the forecast overspend is made up of a number of factors. The most significant is a projected overspend of £0.440m due to increased tonnages based on the first four months of the year. This could be a temporary increase caused by the wet summer.  However, tonnage data over the coming months will determine if this is trend is likely to continue for the remainder of the year or if it was a temporary increase.  There is slippage of £0.200m on Waste Treatment consultancy costs (which will be required to be carried forward to 2008/09) and £0.148m of DTI funding received to support WEEE related costs. 

24. As reported previously, there is a projected £0.200m underspend within Property Services relating to the Salix project which will need to be carried forward to meet the project costs in future years. 

Community Safety: £0.298m overspend

25. The Community Safety Directorate is forecasting an over spend of £0.298m, an increase of £0.523m from July. The movement is due to £0.356m of expenditure incurred to the end of august relating to the July floods (£0.207m in the Fire and Rescue Service and £0.149m in Emergency Planning).  A determination on how the costs will be funded will be made once the full costs are known.  The £0.167m underspend reported last month relating to fire-fighter’s pensionable service has been transferred to balances. 

26. As previously reported, there is an underspend of £0.050m on the Fire Control Project budget relating to slippage of a 2004/05 policy and budget plan.

Corporate Core: £0.184m overspend

27. The Corporate Core is forecasting an overspend of £0.184m, a £0.016m reduction since July.

28. The operating loss forecast for the Print & Design Unit has reduced by £0.030m to £0.070m as a result of improved trading during the summer. However, this is a volatile market and it is not possible to forecast a final position for the year with any degree of certainty.   A review of the provision of print and design services is being undertaken and a recommendation on their future will be ready for consideration by members by the end of October.   

29. There has been no change in the previously reported overspends of  £0.050m in Communications and Marketing due to the increasing costs of the Council Magazine and £0.050m in the Coroner’s Service, which is largely due to additional military inquest costs not funded by the Government. 

Virements Requested

30. The virements requested this month are detailed in Annex 2a.

Specific Grants Monitoring

31. Annex 3 details the movement on specific grants.  

Strategic Measures

32. In September the Council completed the second stage of restructuring two loans with the Public Works Loan Board totalling £6m. The first stage of the restructuring was reported to Cabinet in June 2007. Overall savings from debt restructuring and borrowing to finance the capital programme undertaken this year are now £0.034m in a full year.

Part – 2 Balance Sheet


Balances

33. Annex 5 sets out the year-end forecast of general balances taking into account known changes reported in previous months.  The movement reported this month is an addition to balances of £0.507m, giving a revised year-end forecast of £21.524m.  This does not take into account any allowance for calls on balances which may happen during the remainder of the year.  

34. The movement this month relates to two items. £0.167m has been transferred into balances from Community Safety.  As reported in the directorate last month, this relates to fire-fighter pensions.

35. The authority has received notice from Communities and Local Government of an additional LABGI payment relating to 2005/06 and 2006/07.  This follows a recent court judgement on the LABGI scheme.  £0.340m is expected to be received in late September and will be added to balances.

Reserves

36. Annex 4 details the movement on Earmarked Reserves.  In Environment & Economy £0.300m has been drawn from the Oakley Wood reserve to contribute towards the cost of the capital scheme (see paragraph 47 below).

Creditors

37. 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 August for the Council overall was 89.35%. The performance on BVPI8 (89.4%) continues to be very disappointing, and well below the Council's 95% target.  We are still experiencing problems arising from the significant changes to processes as a result of the introduction of the new e-procurement module, and the development of a single accounts payable team within Shared Services.  However, we are now getting much better management information, and this is being used to highlight those areas in need of attention.  A detailed work plan is being developed as part of the review of the e-procurement implementation, which will result in performance reaching and then exceeding the 95% target. 
Part – 3 Capital 

38. The capital monitoring statements for August 2007 are attached at Annex 6. The monitoring report shows for the first time the Schools Forward Plan which enables monitoring of the whole capital programme to be reported to Cabinet. Since the last monitoring report there has been an increase in payments in 2007/08 of £1.455m and an increase in overall payments of £9.843m. The funding for these additional payments comes from a number of sources.  These include capital receipts, prudential borrowing, capital grant, virements and unallocated capital resources.  
	
	July 2007
	August 2007
	Change

	Directorate
	2007/08
	Total
	2007/08
	Total
	2007/08
	Total

	
	£m
	£m
	£m
	£m
	£m
	£m

	Children, Young People & Families:- Main
	54.723
	241.444
	55.225
	244.000
	0.502
	2.556

	              - City
	0.373
	48.765
	0.373
	48.765
	0
	0

	              - Forward Plan
	4.877
	47.994
	3.392
	51.983
	-1.485
	3.989

	Social & Community Services
	12.589
	33.529
	12.589
	33.529
	0
	0

	Environment & Economy
	36.930
	180.829
	38.938
	183.697
	2.008
	2.868

	Community Safety
	0.710
	3.208
	1.140
	3.638
	0.430
	0.430

	Corporate Core
	1.000
	2.000
	1.000
	2.000
	0
	0

	Total
	111.202
	557.769
	112.657
	567.612
	1.455
	9.843


39. All the changes in payments are funded within the overall resources available to the programme. These changes are analysed below:  
Children, Young People & Families


Main Programme

40. There has been an increase in payments of £0.502m in 2007/08 and an overall increase in payments of £2.556m. The main changes in 2007/08 are:

· the addition of new schemes for Burford School, Lenthall House £0.325m, Carterton, St John the Evangelist £0.400m and Diploma Gateway – Engineering £1.00m funded through the Standards Fund.

· slippage on the Banbury Stanbridge Hall project of £0.700m and Modernisation of Sports Halls £0.726m. 

41. The main changes in overall payments are the addition of the three projects identified above and the additional costs of Banbury Stanbridge Hall £0.295m as a result of a delayed start.

Forward Plan

42. There has been a reduction in payments in 2007/08 of £1.485m and an increase in overall payments of £3.989m. 

43. The main reasons for the reduction in payments in 2007/08 are:

· The transfer of schemes for Burford School, Lenthall House £0.325m and Carterton, St John the Evangelist £0.400m into the main schools programme, 

· A reduction in the risk/contingency provision of £0.270m 

· Slippage on three projects totalling £0.490m.

44. The main changes to the overall payments are in relation to:

· additions for Didcot Great Western Park £4.8m and Witney Henry Box £0.5m both funded by developer contributions, 

· transfers to the main school programme of Burford School, Lenthall House £0.325m and Carterton, St John the Evangelist £0.400m

· a reduction in the risk/contingency provision of £0.671m.

Environment & Economy

45. There has been an increase in payments of £2.008m in 2007/08 and an overall increase in payments of £2.868m since the last report.

46. The main changes in payments in 2007/08 relate to:

· An increase in structural maintenance of £1.203m,

· Additional costs of Oakley Wood, £0.300m funded from a reserve, 

· An additional provision for energy conservation, £0.240m funded by prudential borrowing. 

47. The main changes to overall payments on the programme are structural maintenance £1.203m, Oakley Wood, £0.300m and energy conservation £1.300m. The energy conservation project is funded by prudential borrowing and covers spend from 2007/08 to 2011/12 as agreed by Cabinet in the Draft Future First Action Plan in April 2007.

Directorate: Community Safety

48. There has been an increase in payments in 2007/08 and in overall payments of £0.430m. The main change is the addition of a project for refurbishing five traveller sites £0.426m. This is funded 75% by grant and 25% by a contribution from the Traveller Sites revenue budget.

Capital Programme

49. A revised Capital Programme is circulated with the agenda.  This booklet updates all amendments that have been reported in the monthly monitoring reports since the 17 July 2007 Cabinet Meeting.  It also includes amendments reported in this month’s monthly monitoring report.

50. The Capital Programme now shows a surplus of £9.504m over the period of the programme 2007/08 to 2011/12.  This is an increase of £1.871m compared to the previous surplus in the last capital programme reported to Cabinet on 17 July 2007.  The increase is mainly due to favourable revised estimates of capital receipts.  The most significant change to the receipts value has been to the latest estimate of Iffley House, this has increased from an estimate of £2.5m to £4.22m, an increase of £1.72m.

51. The surplus position includes funding to be reserved for a number of projects as follows:

52. As per the July 2007 update 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.  

53. The City Schools programme shows a surplus of £0.440m reflecting part of the capital receipt from Speedwell School in 2006/07 which has yet to be allocated.

54. 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 the Cabinet will be asked to approve these projects as part of future monthly monitoring reports.

55. The capital stream of payments and income for the Homes for Older People (HOP) project has been reviewed as part of the programme update.  There is no change to the projected payments.  Estimated capital receipts have increased since the last update for Witan House and Iffley House; this has resulted in an overall surplus of £4.195m estimated on the HOPs programme.  Cabinet is recommended to note this position and to reserve the increase in the surplus for the next phase of the HOPs project.

RECOMMENDATIONS

56. The Cabinet is RECOMMENDED to:

(a) note the report;

(b) approve the virements as set out in Annex 2a (paragraph 30); and

(c) approve the changes to the capital programme as set out in paragraphs 38 to 55.

SUE SCANE

Head of Finance & Procurement

Background papers:
 Directorate reports

Contact Officers:

Lorna Baxter (Parts 1&2) Tel: 01865 816087

Mike Petty (Part 3) Tel: 01865 815622

October 2007

� 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.
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