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CABINET – 19 FEBRUARY 2008

FINANCIAL MONITORING

Report by the 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 nine months of actuals to the end of December 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 November with action plans to recover the position where appropriate.

2. The in-year overspend for Directorates is forecast to be £0.545m, as set out in the table below, which is a decrease of £0.617m from the position reported last month of £1.162m. The in-year forecast 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 Dec 07
	Variance

Forecast Dec 07

	£m
	
	£m
	£m
	£m 

	% 1

	79.136
	Children, Young People & Families 
	74.710
	76.664
	1.954
	2.6%

	143.472
	Social & Community Services 
	141.538
	141.987
	0.449
	0.3%

	57.524
	Environment & Economy
	61.438
	60.678
	-0.760
	-1.2%

	24.838
	Community Safety
	25.556
	25.343
	-0.213
	-0.8%

	8.686
	Corporate Core
	15.404
	15.012
	-0.392
	-2.5%

	313.656
	Total
	318.646
	319.684
	1.038
	0.3%

	
	
	
	
	
	

	
	Less: City Schools Reorganisation
	-1.957
	

	
	Add: Transport Days variation
	
	
	0.320
	

	
	Add: DSG Funded Services underspend
	1.144
	

	
	In-year Total
	
	
	0.545
	0.2%


3. Taking into account the virement of £0.400m to Agency Placements from Unallocated DSG (approved by Council on 8 January 2008) which will be reflected in the next report and a further £0.005m supplementary estimate for flood related expenditure (see paragraph 8), the forecast in-year overspend becomes £0.140m, which equates to 0.04% of the total Directorates’ budgets.

4. The year-end forecast of general balances is set out in Annex 5. After taking into account known changes, the forecast is £21.057m. Taking into account the forecast Directorate outturn, the consolidated revenue balances forecast is £20.832m. 

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 Monitoring

Annex 7 (a-g) 
Capital monitoring

Part 1 - Revenue

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

Floods

8. A summary of supplementary estimates for flood related expenditure as at 31 December 2007 is set out in the table below.  There are likely to be further requests in future reports.

	Directorate
	Previously Approved

£m
	Requested in this report

£m
	Total

£m

	Social & Community Services
	0.101
	
	0.101

	Environment & Economy
	0.487
	
	0.487

	Community Safety
	0.474
	0.005
	0.479

	Total
	1.062
	0.005
	1.067


Children Young People & Families: £1.461m in-year overspend (£1.954m total overspend)

9. The overall Directorate position is a forecast overspend of £1.954m, as shown in 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 £1.461m, which is an increase of £0.091m since the last report. 

10. This forecast includes a previously reported overspend of £0.600m on Agency Placements. This will reduce to £0.200m next month as a £0.400m virement from Unallocated DSG has now been approved by Council. Due to the demand-led nature of this service, the projected spend could change further.

11. The anticipated savings on the re-tendering of routes on Home to School Transport have been realised, but some changes in the provision of transport for children with special educational needs (SEN) have resulted in a forecast underspend of £0.050m rather than £0.112m as previously reported. Continuing changes in forecast are likely due to changes in pupil numbers and individual routes. 

12. The Youth Offending Service is forecasting an underspend of £0.193m. £0.159m of this forecast is a planned carry forward, £0.089m is committed to fund two post for PSA (Performance Reward Grant) and £0.070m to allow the continuation of the successful Diversion Scheme when external funding ceases. The remaining underspend is due to delays in recruitment and staff shortages.

13. Food With Thought (FWT) and Quest Cleaning Services (QCS) are expected to report a small surplus of £0.020m at the year-end.  The increased marketing and publicity surrounding the benefits of healthy school meals from September has started to make an impact with meal numbers increasing year on year by 4.2%, (378 meals per day), over the September to December period. This is in line with the business plan target of 5%.  

14. A forecast overspend of £0.072m is now reported in the Director’s Office budget, which is due to the additional costs of appointing an interim Director between April and July 2007 and the appointment process for the substantive Director’s post.

15. The Council is still awaiting resolution with Central Government on the asylum seekers grants.

Dedicated Schools Grant

16. It is now expected that the underspend of £1.144m on the DSG relating to Out of County Placements will be used on DSG funded services and that it will not be available to offset any overspend on OCC funded services.  Any balance remaining at the year end will be required to be carried forward as an underspend on DSG. 

Social & Community Services: £0.449m overspend

17. The position for the Social and Community Services Directorate is a forecast revenue overspend of £0.449m, an overall increase of £0.089m since the last report.

18. The main area of change is within Older People’s External Home support where the variance has increased by £0.202m this month. This is due to additional activity planned to reduce the people waiting in hospitals for home support packages. 

19. This increased spend is largely offset by improvements in other areas of Older People. Care Management has improved by £0.090m due to delays in recruitment (compared with previous assumptions) and Internal Home Support has improved by £0.068m due to the successful implementation of the visit scheduling system.

20. The overspend forecast in Cultural Services has decreased by £0.028m to £0.118m due to slippage on village hall grants. This amount will need to be carried forward into the new financial year.

Pooled Budget Memorandum Accounts

21. The Older People, Physical Disabilities and Equipment Pooled Budget is projecting an overall underspend of £0.766m compared to £1.081m last month.  The main area of change is within the forecast for expenditure on equipment.  The forecast overspend for this element is now £0.482m, an increase of £0.421m since the last report. This additional spend is due to an increased demand for items of equipment, as more people are receiving occupational therapy. 

22. Within the Learning Disabilities Pool the forecast variance is now £0.963m, an increase of £0.231m since the last report. The change this month is due to the forecast being based only on the efficiency savings that have actually been achieved, no further new efficiencies are assumed within the remaining months' forecast.  

23. The Primary Care Trust is minded to increase its contribution to bring this pool back into balance this financial year.

Environment & Economy: £0.760m underspend

24. The Directorate is forecasting an underspend of £0.760m, an increase of £0.226m since November.  

25. The main movement is within Property Services. An in-year underspend of £0.150m is now forecast on the Castle Mound project, as this has slipped into early next financial year for completion. The LABGI money used to fund this project will also need to be carried forward into the next financial year.  On advice of Highways officers, the scheme has been delayed to aid traffic flows in Oxford city centre whilst the scheme in St Aldates is being completed.  This will avoid having two schemes requiring single flow traffic taking place in the city centre at the same time.

26. In relation to Waste Management, tonnages continue to show a 4% increase from 2007/08 in line with previously reported figures.

Community Safety: £0.213m underspend

27. The overall Community Safety Directorate position is a forecast underspend of £0.213m, an increase in underspend of £0.024m since November. This movement relates to the approval of supplementary estimate for flood expenditure, offset by further expenditure (£0.005m) incurred in December relating to the July floods. A supplementary estimate for this is requested in this report.

Corporate Core: £0.392m underspend (£0.452m total underspend)

28. The overall position for the Corporate Core is a forecast underspend of £0.392m, compared with a forecast overspend of £0.155m in November, a movement of £0.547m. 

29. It is now considered unlikely that the unallocated balance in the SAP Revitalisation Project (£0.320m) will be spent until next year when it will be used for continuing SAP development work.   
30. Underspends are also now being reported in the Corporate Core Management and Administration budget (£0.100m), Partnerships (£0.030m) and Finance & Procurement (£0.097m).
31. As previously reported the Coroner’s Service is forecasting an overspend of £0.060m.  This is due to a combination of factors including an increased number of military inquests, an above inflation national pay award for the Coroner and an increase in the administrative fee paid to the Coroner’s legal practice.  Any overspend against this budget is an automatic call on balances.  In order to reflect a more accurate position of balances and Directorate spend the forecast figures have been revised this month to reflect this.
Issues beyond 2007/08

32. On 18 December 2007, as part of the Service & Resource Planning process, Cabinet approved the charges where there is local discretion for 2008/09.  This included an increase in the charge for season tickets at Cogges Museum from 1 March 2008. The current charge is five times the cost of the single entrance fee.  In order to make the Museum more attractive to visitors and increase numbers, the service is now proposing the charge for season tickets is changed to three times the cost of the single entrance fee.  It is anticipated that this change will have a minimal impact on the income generated by the service. The original and revised charges are shown in the table below:

	Charge
	Agreed Charge
	Revised

Charge

	Cogges Museum – Season Tickets:

a) Adult

b) Children Concessions

c) 60+ Concessions

d) Family Ticket
	£30.00

£12.50

£25.00

£75.00
	£18.00

£7.50

£15.00

£45.00


Virements and Supplementary Estimates

33. The virements requested this month are detailed in Annex 2a, virements previously approved in Annex 2b and Supplementary Estimates in Annex 2c. The supplementary estimates requested this month total £0.005m. 

34. In the last report, £0.115m from the public transport commercial withdrawal contingency budget was vired to each of the Northern and Southern Area Offices for spend on roads maintenance.  A further virement of £0.110m from this budget to the agreed highways drainage projects budget is being requested this month.  As these virements cumulatively total more than £0.250m Cabinet approval is requested.    

Specific Grants Monitoring

35. Annex 3 details the movement on specific grants.  

Efficiency Savings Monitoring

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

Strategic Measures

37. The Council has approved the criteria and limits for institutions named on the Treasury Management Lending List.  During 2007, there was a temporary breach of the Bank of Ireland lending limit following a loan to Bristol and West, which is part of the same group.  The system for recording loans has been updated to minimise the risk of a group limit breach occurring in future.

38. Responsibility for approving additions to the lending list, which meet the criteria approved by Council is delegated to the Assistant Chief Executive and Chief Finance Officer.  The following institutions have recently been added to the lending list, as a result of new or improved credit ratings:

· Kaupthing Bank hf

· Kaupthing Singer & Friedlander Ltd

- Leeds Building Society

- NRW Bank

- Bilbao Bizkaia Kutxa

- Calyon

39. The following banks have been deleted from the lending list during the year:

- DekaBank Deutsche Girozentrale

· Banco de Credito Local de Espana

· Banca Intesa
· Sanpaolo IMI
· Portman Building Society
· Halifax PLC
· Northern Rock PLC
· Co-operative Bank plc
· IXIS Corporate & Investment Bank
· Banco Populare di Verona e Novara SCARL
40. Lehman Brothers has been suspended from the lending list, although it still met the credit rating criteria, due to concerns about their exposure to the US Sub Prime Debt Market. Also, Societe Generale has been temporarily suspended from the list due to concerns about the implications of so-called ‘rogue trading’.

Part – 2 Balance Sheet

Reserves

41. Annex 4 details the forecast movement on earmarked reserves. 

Balances

42. Annex 5 sets out the year-end forecast of general balances taking into account known changes. Forecast balances are £21.057m as at the end of December, a decrease of £0.065m since the last report. This is due to a further £0.005m supplementary estimate requested for flood related expenditure and the inclusion of the automatic call on balances for the Coroner’s Service £0.060m.

Creditors 
43. 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 December for the Council overall was 89.38%. The overall performance for December was 91.3%.  These figures maintain the improved performance seen in November.

44. The Council will fail to meet the 95% target overall during the current financial year.  This is a key target, however, and efforts continue to get monthly performance up to 95% by the end of the financial year in order to achieve it in 2008/09.

Part – 3 Capital

45. Capital monitoring is attached at Annex 7. The Annex shows actual expenditure incurred in the current year to the end of December 2007 of £44.511m, with expenditure since November of £5.132m. This is against a latest projection of spend in 2007/08 of £100.937m. Compared to the programme approved in February 2007, the projected expenditure for 2007/08 has reduced due to slippage and rephasing by £5.995m. 

46. The latest projection of spend in 2007/08 and beyond is included in the updated Capital Programme, which is subject to Council approval on 12 February 2008. The updated programme also includes the CYP&F forward plan agreed by Cabinet in January 2008, plus new schemes over the period of the plan. The increase in total scheme costs between the February and January programmes of £264.176m reflects these additions which are funded by a mixture of additional Supported Capital Expenditure, prudential borrowing, capital grant, contributions and a revision to the expected level of capital receipts.   

Directorate: Children, Young People & Families

47. The increase in projected spend of £0.554m in 2007/08 relates to an increase in the final account for Orchard Fields £0.508m, plus the overall neutral effect of the transfer of projects from the Forward Plan for Oxford St Christopher’s (£0.050m), Woodstock Marlborough (£0.050m), reduced take up of loans for school kitchens (-£0.159m).

48. Changes to the overall scheme costs of Orchard Fields as a result of the final account represent a 7% increase in the scheme cost. The reduction in payments in 2007/08 shown against the forward plan of £0.100m relate to the two projects transferred to the main programme. 

Directorate: Social & Community Services
49. There is a reduction in projected expenditure in 2007/08 of £0.395m, which represents slippage on a number of projects into 2008/09, offset by the earlier transfer of land from CYP&F.  The most significant scheme payments slipping into 2008/09 are on the Pegasus Theatre (£0.608m), Moorview (£1.812m) and Minor Works (£0.200m).  The transfer of a site for a Home for Older People in Banbury (£2.750m) will now be finalised in 2007/08, rather than in 2008/09 as previously profiled.  

Directorate: Environment & Economy

50. Compared to the January programme, there is an increase in planned payments of £0.113m in 2007/08 due to several small variations funded through the Transport Programme. 

51. The total programme has reduced by £8.435m, which represents a reduction as a result of the capital settlement of £6.462m, the details of which schemes affected are still being worked on. Other changes, including the removal of grants funded through Area Based Grant, which is a revenue funding stream plus new schemes added to the programme are included in the updated February Capital Programme (subject to agreement by Council on 12 February 2008). 

RECOMMENDATIONS

52. The Cabinet is RECOMMENDED to:

(a) note the report;

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

(c) approve the supplementary estimates totalling £0.005m as set out in Annex 2c; and

(d) approve the revised charges for season tickets at Cogges Museum from 1 March 2008, as set out in paragraph 32.
SUE SCANE

Assistant Chief Executive & Chief Finance Officer

Corporate Core

Background papers:

Directorate reports

Contact Officers:

Lorna Baxter, Strategic Financial Planning Manager

Tel: (01865) 816087

February 2008 

� 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.


� The consolidated revenue balances forecast is the forecast general balances less the forecast Directorate in-year overspend plus the Transport Days variation.
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