CA5 - page 11

	Division(s): N/A


ITEM CA5

CABINET – 20 NOVEMBER 2007

FINANCIAL MONITORING

Report by Assistant Chief Executive & Chief Finance Officer
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 September 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 August with action plans to recover the position where appropriate.

2. The in-year overspend for Directorates is predicted to be £1.655m, as set out in the table below.  This excludes the variances on the City Schools Reorganisation, Dedicated School Grant (DSG) funded services and the Transport Days variation.

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

Forecast Sept 07
	Variance

Forecast Sept 07

	£m
	
	£m
	£m
	£m 

	%

	79.136
	Children, Young People & Families 
	74.648
	76.366
	1.718
	1.7%

	143.472
	Social & Community Services 
	141.323
	141.572
	0.249
	0.2%

	57.524
	Environment & Economy
	60.906
	60.668
	-0.238
	-0.4%

	24.838
	Community Safety
	25.111
	25.353
	0.242
	1.0%

	8.686
	Corporate Core
	15.525
	15.702
	0.177
	1.1%

	313.656
	Total (Per Annex 1)
	317.513
	319.661
	2.148
	0.7%

	
	
	
	
	
	

	
	Less: City Schools Reorganisation
	-1.957
	

	
	Add: Transport Days variation
	
	0.320
	

	
	Add: DSG Funded Services underspend
	1.144
	

	
	In-year Total
	
	
	1.655
	0.5%


3. Taking into account supplementary estimates requested in this report in relation to the July floods (£0.955m, paragraph 8) the forecast in-year overspend becomes £0.700m.

4. The year-end forecast of general balances is set out in Annex 5. After taking into account known changes, the forecast is £20.229m. When the Directorate in-year overspend and the Transport Days variation are also taken into account, this gives a consolidated revenue balances forecast for the year-end of £18.894m. 
5. Figures for each Directorate are summarised within the Annexes and individual Directorate reports setting out the detail have been placed in the Members’ Resource Centre.

6. The following Annexes are attached:

Annex 1 (a-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  
Efficiency Savings 

Annex 7 (a-f) 
Capital monitoring

Annex 8 

Schools Capital Allocations

Part 1 - Revenue

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

Floods

8. Supplementary estimates relating to expenditure incurred as a result of the July floods are requested in this report. The total amount requested is £0.955m, made up of £0.075m in Social and Community Services, £0.480m in Environment and Economy and £0.400m in Community Safety. This expenditure is explained in the following sections for each of the Directorates. There will be further requests for supplementary estimates in future reports; overall the cost to the County Council is expected to be around £2.5m.  Due to the thresholds for financial assistance from the Government, no funding will be received to reimburse these costs, with the exception of a grant for £0.180m from the Department of Children Schools and Families. 

Children Young People & Families: £1.225 in-year overspend (£1.718m total overspend)

9. The overall Directorate position is a forecast overspend of £1.718m, as per Annex 1a. This includes the cost of the City Schools Reorganisation (£1.957m), where the repayment is planned over a number of years, the Transport Days variation (-£0.320m) and an underspend on DSG funded services (-£1.144m), which will be required to be carried forward as an underspend on DSG. This leaves a Directorate in-year overspend of £1.225m.  The Directorate is currently investigating other areas of applicable DSG expenditure that offset this sum.

10. The decrease in forecast overspend of £2.110m since the last report, relates to Transport (-£0.926m), Out of County Placements (-£1.144m), Youth Offending Services (-£0.200m), Premature Retirement Compensation (-£0.090m) and an increase in the pressure on the Agency Placement budget (£0.250m).  

11. Key areas of risk are largely as identified in the August report. There have been no changes since the August report in the previously reported projected overspends for Asylum Seekers (£0.652m), Children’s Homes (£0.145m), Residence Orders (£0.030m) and Contingency (£0.050m).

12. Forecasts for Home to School Transport have been updated as patterns of provision have been established for the start of the school year in September.  Through proactive management the re-tendering of two contract areas effective from June and December has produced savings of £0.448m in the current year.  Significant savings have also been achieved on the annual inflation levels applied to all routes resulting in an overall projected underspend of £0.667m. This allows for the write-off of the previously reported £0.235m Transport Days overspend for 2006/07, and for provision to be made for the additional Transport Days in 2008/09 of £0.320m, as explained in paragraphs 13 to 15. The resulting current year projected underspend, after adjusting for the day variation issue, is therefore £0.112m. 

13. The standard number of days in an academic year is 190. Depending on when Easter falls, the number of days in a financial year will vary as the financial year cuts across two academic years. The school transport budget is based on provision for 190 days but, as the actual number of days in a financial year may be different, historically any variation from the budgeted number of days has been carried forward to future years.  The expectation has been that over time the under and over provision of days will even out.  The last time this occurred was in 2001/02. A review has taken place of the way this has been calculated. 

14. Within an academic year, there are three “teacher available for work days
” which schools can choose to take at any point in the academic year.  (This is in addition to two that are fixed in the academic calendar).  Transport provision is not required for these three variable days provided schools who share transport routes cooperate adequately, which is predominantly the case.  Until now the transport day variation calculation has assumed that transport is required for these three days. Using the updated methodology there were 186 days in 2006/07, 191 days in 2007/08 in (the additional day linked to the leap year) and 193 in 2008/09 (assuming the three variable days fall evenly).  Over the three years, the average is therefore 190 days.

15. The previously reported projected pressure of £0.494m to be recovered in future years included £0.235m relating to 2006/07 and prior years, plus £0.259m for 2007/08 which based on the revised method of calculation, is no longer accurate. The change in calculation also changes the provision required going forward and £0.320m is estimated as being required to meet the additional three days in 2008/09, with an additional one day contingency provision to allow for variability in the timing of the non-teaching work days. 

16. A projected underspend of £0.200m has been identified in the Youth Offending Service.  However, a significant number of external funding streams are either uncertain or due to end from April 2008 which are crucial to sustaining current achievement in relation to the Local Area Agreement (LAA) target for reducing entrants to the Youth Justice system and stretch targets for reducing re-offending. These will be managed in 2008/09 through use of the 2007/08 underspend and addressed as part of the Service & Resource Planning process next year.
17. The projected overspend on Agency Placements has increased by £0.250m to £0.500m. This is represented by an increase in known commitments and an increased risk evaluation of the projected expenditure for the balance of the year.  The increased risk relates to information relating to specific family cases and carer availability for high cost cases.  There has been a significant increase in the number of placements needed for infants and mothers with babies and a consequent rise in the number of placements made in the independent sector as Oxfordshire does not have sufficient local carers to meet the current demands.

Dedicated Schools Grant

18. An underspend of £1.144m is now predicted on Out of County Placements. This relates predominantly to successful rulings by the Secretary of State that the Authority is not liable for the costs for two specific children. £0.786m relates to charges for prior years, and £0.191m relates to provision for one of the children in 2007/08.  

19. The Directorate is currently investigating other areas of applicable DSG expenditure that offset this sum.  Should there be a balance remaining, this will be required to be carried forward as an underspend on DSG.

Social & Community Services: £0.249m overspend

20. The position for the Social and Community Services Directorate is a forecast revenue overspend of £0.249m, an overall decrease of £0.125m since the August report.  The forecast variance within Adult Social Care has decreased by £0.094m this month to a £0.024m underspend. This is mainly due to an improvement in the forecasts for residential and nursing income (£0.230m), which is partially offset by a increased overspend forecast in external home support (£0.155m). Also, Planning and Partnerships is now forecasting an underspend of £0.107m.

21. The forecast also now includes £0.075m expenditure relating to the summer floods, mainly due to costs of emergency residential placements. A supplementary estimate for this amount is being requested.  A further supplementary estimate may be requested next month in recognition of income losses at The Mill Arts Centre, Banbury.

22. The forecast for overachievement of residential and nursing income has increased by £0.230m to £0.817m.  This is due to an increased confidence that the recent monthly income levels will be sustained rather than being a short-lived peak. There has been no change in the forecast of £0.500m relating to underachievement of fairer charging income. A permanent virement of £0.500m to increase the residential and nursing income budget and reduce the fairer charging income budget was approved by Cabinet in October 2007 and will be reflected in next month’s report. 

23. Within external home support a £0.470m overspend is now being forecast, an increase of £0.069m since August. There has been an increase of £0.055m in projected spend associated with failed asylum seekers (the total forecast overspend associated with failed asylum seekers, and other Section 21 expenditure, is now £0.097m).  There has been a reduction of £0.100m in the previously reported savings anticipated from moving to cheaper home support providers, which has been partly offset by a virement of £0.086m from the adult family placement service.

24. Cultural Services is maintaining the position previously reported of a year-end overspend of £0.244m.  Income shortfalls are reported at Cogges Farm Museum, Witney and in library fines, but these are being covered by compensating savings in line with the agreed action plan. The service’s attempts to contain costs wherever possible this year are showing signs of delivering savings, and the first call on any year-end underspend will be the repayment of the 2006/07 overspend of £0.255m (associated with the write-down of Audio Visual stock). 
25. Adult Learning continues to report a balanced year-end position, although there are some risks in relation to achieving all income targets. There are also potential pressures on the staffing budget.  Close monitoring of both these areas will continue over the coming months, and management action will address these issues if necessary.
Pooled Budget Memorandum Accounts

26. The Older People and Physical Disabilities Pooled budget is projecting an overall underspend of £0.383m compared to £0.598m 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 £1.275m (compared to £1.428m in August) and the Primary Care Trust (PCT) elements are expecting an overspend of £0.893m (compared to £0.830m in August).
27. The increased spend in the County Council elements of the pool is mainly due to a net increase of 15 additional nursing bed placements for Older People this month. Additional placements were agreed in order to reduce the number of people delayed (i.e. waiting for care home placements) in acute hospitals.   As previously reported, 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 Fund Reserve to contribute towards the PCT overspend.
28. The Learning Disabilities Pool is predicting an overspend of £0.678m, compared to £0.359m in August. The increase in projected spend relates to additional placements agreed by the Panel. Past experience shows that Learning Disability forecasts tend to improve from those calculated at this time of the year. This is because some slippage on new planned placements is likely before the year-end, though it is not possible to predict. If the forecast does not improve corrective action will be taken, where possible, during the year to reduce the net spend. If this fails the overspend will be carried forward, to be addressed by the pool in the coming year(s). If the Joint Management Group decides that the overspend cannot be reasonably be dealt with by the pool either in the current or future years, a request for further funding from both partners would be made.
Environment & Economy: £0.238m underspend

29. The Directorate is forecasting an underspend of £0.238m, a decrease of £0.302m since August.  The main movements are a decrease of £0.390m in Sustainable Development and an increase of £0.165m in Transport.

30. The movement in Sustainable Development is mainly due to a £0.200m reduction in the costs associated with Waste Electrical Electronic Equipment (WEEE) now all the Council’s waste recycling sites have signed up to the scheme. Also, the previously reported overspend of £0.159m on the Flood Defence Levy has been funded by a supplementary estimate. 

31. The overall position for Sustainable Development is now a £0.085m underspend which, in addition to the variance on WEEE above, includes previously reported income of £0.148m received from the Department for Business, Enterprise and Regulatory Reform (formerly the Department of Trade and Industry), a £0.200m underspend relating to slippage of waste treatment procurement costs which will be required to support the project in 2008/09 and a £0.440m overspend in Waste Management due to an increase in tonnages above the budget.

32. Since the previous report, information for August indicates that landfill waste continues to be 4% higher than budgeted tonnages. As reported last month this could be a temporary increase caused by the wet summer.  Recycling credits paid to District Councils have also increased reflecting an increase in the amount of waste being recycled.  Overall therefore the amount of waste being produced is increasing. The position over the coming months will determine whether this trend is likely to continue. This could be risk for 2008/09 and the medium term and will be considered as part of the Service and Resource Planning Process for 2008/09.

33. The movement in Transport is mainly due to extra works being authorised on the county’s footways valued at £0.100m and an increase in the costs incurred as a result of the July floods. A supplementary estimate of £0.480m is being requested for the flooding costs relating to road maintenance works from the area offices. The potential revenue costs of bridges work valued at £0.150m may require an additional request for a supplementary estimate at a later date.  The overall position for Transport is now a £0.119m overspend, which also includes a previously reported forecast underspend of £0.300m public transport for money earmarked to support bus company commercial withdrawal from supported schemes.

34. As reported previously, within Property Services the 2007/08 budget for the Salix project includes £0.200m of matched funding that will need to be carried forward to meet the costs of the project in 2008/09 and 2009/10. 

Community Safety: £0.242m overspend

35. The Community Safety Directorate is forecasting an over spend of £0.242m, which is a decrease of £0.056m from that reported in the August report. 

36. A further £0.044m of flood related expenditure has been paid, bringing the total expenditure at the end of September to £0.400m. A supplementary estimate for this amount is requested in this report. Some invoices relating to the floods are still being received and further expenditure will be incurred to the end of the financial year.  This is due to the Oxfordshire Fire & Rescue Service being committed to paying rent on private housing for Abingdon firefighters until their flood damaged County Council-owned properties are made habitable. These officers continue to provide fire cover.

37. It is estimated that, due to staff turnover and delays in recruiting, Trading Standards will under spend by £0.100m. This will be required to be carried forward to 2008/09 to fund the continued secondment of a police officer into the Rogue Trader Unit, employment of a project officer to implement Intelligence Led Enforcement and for the set-up costs to secure a Buy with Confidence trader approval scheme for 18 months. 

38. 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.  This budget will be carried forward until 2008/09 in order to fund the four-year project commitment.

Corporate Core: £0.177m overspend

39. The overall Corporate Core position is a forecast overspend of £0.177m, a reduction of £0.007m since August. 

40. The operating loss forecast for the Print & Design Unit remains at £0.070m. However, this is a volatile market and it is not possible to forecast a final position for the year with any degree of certainty.  There has also been no change to the £0.050m overspend forecast in Communications and Marketing due to the increasing costs of the council magazine. There are various options under review to address these overspends and both areas will be considered as part of the Service and Resource Planning process for 2008/09.

41. There has been no change in the previously reported overspend of £0.050m in the Coroner’s Service, which is largely due to additional military inquest costs not funded by the Government. In previous years any overspend against this budget has been a call on balances.

Virements and Supplementary Estimates

42. The virements requested this month are detailed in Annex 2a, virements previously approved in Annex 2b and Supplementary Estimates in Annex 2c.

Specific Grants Monitoring

43. Annex 3 details the movement on specific grants.  

Efficiency Savings Monitoring

44. Annex 6 summarises the 2007/08 budget efficiency savings for each service area and compares this to the forecast outturn at the end of September identifying any risks in their achievement.

Activity and Unit Cost Monitoring

45. The operational indicators based on the position to the end of September will be reported next month due to the availability of better information by this time. This includes data regarding home support activity for the Department of Health that is required to take place in September. 

Known Future Issues

46. Agreement has now been reached by the National Joint Committee regarding the 2007/08 Pay Award for green book staff. This follows a ballot by Unison which did not support industrial action. The pay rise of 2.475% is effective from 1 April 2007 and it will be paid, including arrears, with November pay. Provision for the pay award is included in the budget at 2.5%.
47. It was reported last month that an additional £0.340m Local Authority Business Growth Incentive (LABGI) funding will be received. Council have approved that a fund of £0.100m be established to assist in welcoming and supporting returning military personnel to Oxfordshire. Proposals for the allocation of the remaining funding will be considered by the Cabinet and recommendations will be made to the Council Meeting in January 2008.

Part – 2 Balance Sheet

Reserves

48. Annex 4 details the forecast movement on earmarked reserves. The significant changes are set out below.

49. The Landfill Allowance Trading Scheme (LATS) Reserve has reduced in value by £1.068m to reflect the current market value of the allowance at £5 per tonne, a reduction of £12.98 per tonne. The reserve represents the unused Landfill Allowances under the LATS scheme. Nationally the availability of allowances to trade is high with supply outstripping demand, as a result the value of allowances has reduced substantially. 
50. The forecast balance on the On Street Car Parking reserve at the year-end is currently £1.860m. This has increased due to a greater level of enforcement income than anticipated plus some of the costs associated the Park & Ride capital scheme are now to be funded from outside this reserve.
Balances

51. Annex 5 sets out the year-end forecast of general balances taking into account known changes as at the end of September. Forecast balances have decreased from £21.524m to £20.229m since August. This movement is to take account of the future allocation of the additional £0.340m LABGI funding to be received, which was reported last month, and the supplementary estimates of £0.955m requested in this report relating to flood expenditure. 

52. The table below sets out the estimated balances at year-end taking into account an estimate for calls on balances which may happen during the remainder of the year. The financial strategy states that the level of balances should be commensurate with risk.  The level required will be reviewed as part of the Service and Resource Planning process for 2008/09 based on an updated risk assessment.  This will determine whether there is a surplus in balances going forward. 

	
	£m

	Forecast balances at 30 September 2007
	20.2

	Estimated further calls on balances
	-2.6

	Estimated balances at year-end
	17.6

	Budgeted balances at year-end
	11.6


Creditors

53. BVPI8 measures the percentage of undisputed invoices paid within 30 days of receipt for which the Council’s target for 2007/08 is 95%.  The performance for the year to the end of September for the Council overall was 88.9%, 6.1% below the target. Although performance continues to be disappointing it is expected to improve as the new processes around the new e-procurement module and single Shared Service Accounts Payable team are refined.

Part – 3 Capital 

54. The capital monitoring for September is attached at Annex 7. The monitoring shows an overall reduction in payments of £1.496m in 2007/08 and an overall increase in scheme payments of £0.841m. These changes are analysed by Directorate below:  
Directorate: Children, Young People & Families


Main Programme

55. There is an increase in payments of £0.690m in 2007/08 and an increase in overall payments of £0.871m. The main changes in 2007/08 are in respect of the inclusion of Beckley extensions £0.360m transferred from the Forward Programme and an increase in the Minor Works provision £0.409m funded by grants and contributions. These are offset by a reduction of £0.119m on the Wheatley Park extension project due to a reduced tender price. The Minor Works provision beyond 2007/08 increase by a further £0.090m funded by contributions. 

City Schools

56. There is a reduction in payments in 2007/08 of £0.070m and a reduction in overall payments of £0.109m. This reflects the latest project appraisal figures. 

Forward Plan

57. There is a reduction in payments in 2007/08 of £0.370m and in overall payments of £0.156m. The main changes are the transfer of Beckley extensions to the main programme £0.330m offset by an increase in the risk/contingency budget of £0.174m after 2007/08

Directorate: Social & Community Services

58. There is an overall reduction in payments in 2007/08 of £0.874m and an overall reduction in total payments of £0.001m. The main changes in 2007/08 are due to slippage of payments into later years for Watlington Library £0.366m, Central Libraries Refurbishment £0.258m and the HOPS Externalisation Project of £0.250m.

Directorate: Environment & Economy

59. There is an overall reduction in payments in 2007/08 of £0.872m and an overall reduction in total payment of £0.005m. The main changes are due to slippage of payments from 2007/08 into later years for Energy Conservation £0.385m, the project at Chipping Norton £0.326m and Reducing County Council’s Carbon Footprint £0.100m.

Schools Capital Allocations for 2008/09 to 2010/11

60. Following the Comprehensive Spending Review the Department for Children, Schools and Families (DCSF) has announced the Schools Capital Allocations for 2008/09 to 2010/11.  A summary of the allocations is shown in Annex 8. Overall the schools capital allocation for 2008/09 is £29.706m, for 2009/10 is £37.499m and for 2010/11 is £43.881m. 

61. The DCSF has indicated that it has taken into account local authorities’ concerns about the costs of supported borrowing falling on Council Tax and so has given more of the support for the capital allocation in the form of capital grant. However, there has as yet been no announcement on the funding source for the Primary Capital Programme (£5.167m in 2009/10 and £7.545m in 2010/11) and these need to be added to the analysis in Annex 8 to reach the annual totals of the allocations. 

62. It can be seen from Annex 8 that the total supported borrowing is £7.391m in 2010/11 compared to £11.797m in 2008/09. The current Medium Term Financial Plan for capital financing has made certain assumptions about the level of supported borrowing the Council was expecting to receive. Once the funding source for the Primary Capital Programme is known the Medium Term Financial Plan will be updated to reflect the new allocations.

RECOMMENDATIONS

63. The Cabinet is RECOMMENDED to:

(a) note the report;

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

(c) approve the supplementary estimates as set out in Annex 2c; and

(d) approve the changes to the capital programme as set out in paragraphs 54 to 62.

SUE SCANE

Assistant Chief Executive & Chief Finance Officer

Background papers:
 
Directorate reports

Contact Officers:

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

Mike Petty (Part 3) Tel: 01865 815622

November 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.


� Also known as In Service Training days
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