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ITEM CA5

CABINET – 15 JULY 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 2008/09 financial year based on two months of actuals to the end of May 2008. It includes projections for revenue, balances, reserves and capital. The report sets out explanations where the forecast outturn is significantly different from the budget with action plans to recover the position where appropriate.

2. The in-year overspend for Directorates is forecast to be £1.136m, as set out in the table below.  The in-year forecast excludes the variance on the City Schools Reorganisation. 

3. The forecast position in the table assumes that requests for carry forwards from 2007/08 are approved. If they are not approved, the forecast variance could be higher. The process for approval of carry forwards was set out in the Provisional Outturn Report agreed by Cabinet in June 2008. Carry forwards which have been approved will be reported to Cabinet in September.

	Original Budget 2008/09
	
	Latest Budget 2008/09
	Forecast Outturn 2008/09
	Variance

Forecast

May 08
	Variance

Forecast May 08

	£m
	
	£m
	£m
	£m 

	% 1

	79.552
	Children, Young People & Families 
	78.557
	78.707
	0.150
	0.2%

	151.118
	Social & Community Services 
	149.919
	150.296
	0.377
	0.3%

	60.450
	Environment & Economy
	60.003
	60.512
	0.509
	0.8%

	34.228
	Community Safety & Shared Services
	37.820
	37.920
	0.100
	0.3%

	12.512
	Corporate Core
	11.561
	11.561
	0.000
	0.0%

	337.860
	Total
	337.860
	338.996
	1.136
	0.3%

	
	
	
	
	
	

	
	Plus: City Schools Reorganisation 
	1.369
	1.369
	

	
	Total Per Annex 1
	
	340.365
	2.505
	0.7%


4. The year-end forecast of general balances is set out in Annex 5 and shows a forecast of £18.069m. After taking into account the forecast Directorate outturn, the consolidated revenue balances forecast is £16.933m. 

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-f)
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-g) 
Capital monitoring

Annex 7

Updated Capital Programme

Annex 8
Proposed Local Authority Business Growth Incentive (LABGI) Allocations

Part 1 - Revenue

7. Annex 1 shows the forecast revenue outturn by Directorate based on the position to the end of May 2008. Significant issues or movement in the variances are commented on below and the management action being taken.  

Children Young People & Families: £0.150m in-year Directorate overspend (£1.519m total overspend including City Schools Reorganisation)

8. The overall Directorate position is a forecast overspend of £1.519m, as shown in Annex 1a. This includes the £1.369m cost of the City Schools Reorganisation where the repayment is planned over a number of years. This leaves a Directorate in-year overspend of £0.150m. 

9. Within the Children Looked After Service, efficiency savings relating to residential homes are not expecting to achieve their efficiency savings in 2008/09, therefore the service is forecasting an overspend of £0.150m.  As part of the restructuring process the Directorate Leadership Team are reviewing the allocation of efficiency savings across the directorate to ensure the required savings are achieved.

10. The areas of risk highlighted in the last report are being closely monitored and at present there are no projected variances.

11. As previously reported, the Directorate is currently undergoing a major restructuring.  The new structure is proposed to be in place from September 2008, however, the corresponding changes to the budget will not take place until April 2009.  During the interim period the Directorate monitoring report will include parallel reporting on the financial position based on both structures. 

12. On 24 June 2008 Cabinet approved the process for reviewing excessive school revenue balances.  The review process has now begun and details have been requested from all mainstream schools with balances in excess of the approved threshold, setting out the proposed use of these funds.  The returns will be challenged as appropriate and a position statement will be prepared for portfolio holders and the Directorate Leadership Team.  The review will identify which school budgets, if any, require further scrutiny.  In this event the headteacher and chair of governors may be asked to attend a meeting with appropriate Council officers and members of the Cabinet. 

13. The rollout of SAP to schools will enable a higher level of management information to be gathered in relation to schools spending forecasts.  This will allow more timely information in relation to movements in schools balances.

Social & Community Services: £0.377m overspend

14. The Library Service is forecasting an overspend of £0.050m in relation to the continuing write-off of the audio visual stock.  Over the last two financial years the value of the stock on the balance sheet has been written down by £0.869m to reflect the net realisable value of the stock. The balance sheet still contains a stock value of £0.201m that will also need to be written off over the next four years.  The overspend therefore relates to there being no provision in the budget for this.
15. The Occupational Therapy budget is forecasting an overspend of £0.280m (an increase of £0.030m since the last report).  The variation is due to the need to provide additional council staff based in hospitals to cover for sickness and maternity leave.  A temporary virement of £0.280m from the additional income forecast on the Older People Pooled budget (see paragraph below) is being requested in Annex 2a to manage this overspend. 

16. Due to continuing higher levels of fee paying clients than budgeted for, residential care client income is forecast to exceed the income target in the contribution to the Older People Pooled Budget by -£0.597m.  Part of this variance is being requested to offset the Occupational Therapy overspend. 

17. Underspends totalling -£0.404m in Internal Home Support and Integrated Care Services relate to the delay in establishing the First Response service.  The budget to establish the service in 2008/09 is one-off investment funding of £0.630m agreed in February 2008, any underspend will need to be carried forward to 2009/10 to complete the project.

18. The Integrated Mental Health Service is forecasting an overspend of £0.188m on Residential Services and £0.040m on External Home Support due to increased client numbers. 

19. Other overspends within Adult Social Care are also being forecast, including Internal Day Services £0.150m, reduced income from Older People Fairer Charging clients £0.056m and Physical Disability clients £0.077m, Internal Day Services (Witney Day Centre) £0.097m and Physical Disability Care Management team £0.069m.  These overspends may be offset in part if the proposed carry forwards from 2007/08 are approved.

20. As previously reported there are considerable pressures in Strategy & Transformation with the service forecasting a £0.275m overspend.  An action plan to address this pressure is being devised.  

Pooled Budget Memorandum Accounts

21. The Older People, Physical Disabilities and Equipment Pooled Budget is projecting an overall underspend of -£0.062m.  This figure assumes the use of the Older People Pooled Budget Reserve £2.374m which was created in 2007/08 to fund the extra commitments on the budget in 2008/09 resulting from the changes to the Continuing Care Framework and additional placements.  The council element of this pool is projecting an overspend of £0.032m.  
22. The Learning Disabilities Pool is forecasting a year end breakeven position, assuming that the £0.161m reserve will be used in 2008/09.

23. The Supporting People Commissioning Body and the Learning Disabilities Pooled Budget Joint Management Group have agreed to the routing of funds for Learning Disabilities clients through the Learning Disabilities Pool from 2008/09. There are a number of benefits of incorporating this funding into the pooled budget. It will allow for a more streamlined process for managing the services and contracts, it leads to an increased number of people getting Supporting People funding, provides equity about which learning disability clients receive supporting people funding, allows for more efficient contract monitoring as there will be only one contract and provides better outcomes for clients.  A permanent virement request for £5.119m is included in Annex 2a.

Environment & Economy: £0.509m overspend

24. Oxfordshire Highways is projecting a potential overspend on street lighting costs when the current contract expires in November 2008. Due to the recent increases in utility prices, there is the potential that the new contract will be considerably higher. At this stage a potential rise from 7.5p to 11p per unit is possible giving rise to an overspend of £0.250m in 2008/09.  As the estimated overspend relates to part of the year, the pressure is likely to impact on future years and so will need to be considered as part of the 2009/10 budget setting process.
25. Waste Management is projecting an overspend of £0.100m. Included in this is a forecast overspend of £0.194m on the Waste Treatment Procurement project.  This is due to higher than anticipated consultancy costs from the competitive dialogue stage.  The overspend assumes the £0.276m carry forward from 2007/08 is approved, if not the pressure will be substantially increased.
26. Waste tonnage levels for landfill and dry recycling (composting) in April are lower, based on like for like volumes than in April 2007.  The waste tonnage forecast has not been updated to reflect this as it is too early in the year to be sure this trend will continue, and information on recycling credits for April from district councils has not yet been received.
27. Property Services are projecting various overspends totalling £0.159m.  This includes £0.086m of rental income from trading estates that is not expected to be realised.  

Community Safety & Shared Services: £0.100m overspend 

28. The continued upward increase in diesel fuel prices (40% increase year on year) and expected further rises are projected to result in an unavoidable overspend of £0.100m for the Fire & Rescue Service.  Continued action including mileage reduction and other control measures will continue to be taken to minimise the pressure.

29. The service is closely monitoring the whole time firefighters’ pay budget.  If the establishment remains at the current level it will result in an overspend of £0.172m (including £0.087m to be carried forward from 2007/08) relating to the national requirement to transfer from ranks to roles together with a parallel job evaluation exercise.  The overspend will be managed over the next few months by reducing employee numbers through not replacing some retiring firefighters and other leavers.   A detailed action plan is being developed which will identify the part year and ongoing savings.    Any remaining shortfall this year will be managed from within the Fire & Rescue Service budget.  

30. The firefighters in Abingdon whose houses were affected by the flooding last year are now starting to move back to their properties, although it will probably be necessary to continue renting some properties from the private sector until September.   A final supplementary estimate will be requested when all costs are known in the report to Cabinet in September.

Shared Services

31. Negotiations are continuing to complete the transfer of all remaining budget savings due from directorates.  Further planned savings are to be achieved by a programme of continuous improvement and system development. Some of this will be challenging to deliver, particularly in Learning and Development.   Annex 1f presents the current cash flow forecast for achieving the savings in the business case.  This shows that the project has currently slipped by around nine months but this forecast is fairly cautious and the plan remains to eliminate this slippage and deliver the savings in accordance with the business case timetable.

32. Some pressures have been identified in the operational budgets arising from job evaluation and maternity cover.  It should be possible to manage these pressures within the total Shared Services budget.

33. The remaining balance in the project budget was £2.418m at the start of this year.  Most of this is planned to be spent by the end of the year on system development and project development work.

Corporate Core: zero variance

34. As reported last month, the Print & Design Unit has now closed.  Virements are being requested in Annex 2a to transfer budgets to the County Print Finishers in Social & Community Services who will be providing a reprographics, print procurement and small design service.  There will be some one-off redundancy and other closure costs but these are significantly less than originally estimated.  The final and ongoing costs resulting from the closure of the unit are being calculated and will be included in the next report to Cabinet in September.   

35. The ICT Strategy Group are finalising the 2008/09 work programme being funded by the £3m ICT Investment Fund.  Specific progress has already been made in a number of areas including data management, SAP reporting and business intelligence, desktop improvement, disaster recovery and data centre.  A spending profile will be available by the end of the summer.

Forthcoming Issues

36. UNISON has rejected the latest offer for the 2008/09 Green Book pay award of 2.45% and members have voted in favour of strike action.  The budget for 2008/09 and the future years of the medium term financial plan allow for pay inflation of 2.5%.  Further updates will be provided as they become available.

Virements and Supplementary Estimates

37. The virements requested this month are detailed in Annex 2a with virements previously approved in Annex 2b.  There are no supplementary estimates requested this month but those previously agreed are shown in Annex 2c. 

38. Social & Community Services are requesting that £0.280m is temporarily vired to Occupational Therapy from the surplus income on Residential Care (paragraphs 14 and 15).  The effect is to increase the expenditure budget for Occupational Therapy and increase the income budget for Residential Care.   The Directorate is also requesting virements relating to the investment funding agreed as part of the 2008/09 budget.  The virements are requested in order to consolidate the investment funding with the main Transforming Adult Social Care funding.  This will ensure that both the programme itself and the resources are applied in accordance with the agreed proposals within a controlled environment.  The management of these resources will be overseen by a centralised board ensuring that the original objectives for the investments are achieved in conjunction with and as part of the Transforming Adult Social Care programme. 

39. As set out in paragraph 23, the Supporting People Commissioning Body and the Learning Disabilities Pooled Budget Joint Management Group have agreed that £5.119m of Supporting People Grant should be used to increase the Council's contribution to the Learning Disabilities Pooled Budget. 

40. The virements being requested this month also include the transfer of two services to other directorates.  Reprographics/design expenditure and income plus support service budgets are transferring from the Print & Design Unit (Corporate Core) to County Print Finishers (Social & Community Services).   The Research & Intelligence Unit is transferring from Environment & Economy to Corporate Core. 

Grants Monitoring

41. Annex 3a details the movement on specific grants since the original estimate and Annex 3b details the Area Based Grant.  There are no reported changes to grant allocations since the last report.  

Strategic Measures

42. There has only been one change to the Council’s lending list since the last report.  Banco Populare Espanol has had a reduction in its credit rating, resulting in the lending limit assigned to this counterparty decreasing from £30m to £22m, with the overnight limit remaining unchanged. 

Part – 2 Balance Sheet

Reserves

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

44. The Learning Disabilities (£0.161m) and Older People (£2.374m) Pooled Budget Reserves will be used in 2008/09.  It is also anticipated that the Section 117 assessments should be completed during the year.  There is a provision in the accounts to meet the potential future claims for refunds to be made to clients charged for care when it should have been provided free under Section 117 of the Mental Health Act. The reserve, which was created in 2007/08 supplements the provision.

45. Adult Learning are currently forecasting an overspend of £0.442m which includes the planned repayment to balances of £0.101m.  The position may change when the notification of Learning & Skills Council funding for 2008/09 is received.  It is anticipated that any overspend at the year end will be kept within the limit of the service’s reserve which is currently £0.415m.

46. The Council’s Landfill Allowance Trading Scheme (LATS) surplus held in a reserve is available for other local authorities to purchase at an estimated price of £5 per allowance. A review of the forecast position will take place later in the year when there is a better understanding of the markets behaviour.
47. Dix Pit cell works will be underway this year and the estimated cost of works £0.508m relates to work on a single cell and permanent capping on previously built cells.
Balances

48. Annex 5 sets out the year-end forecast of general balances taking into account known changes. Forecast balances are £18.069m as at the end of May. 

Part – 3 Capital  

49. Capital monitoring for May is attached at Annex 6. The projected in-year commitment on capital is estimated at £95.2m, £105.4m including Schools devolved formula capital. The projected spend compares to a £124.5m (the Feb Cap programme and the impact of the 2007/08 outturn position), or £106.0m excluding devolved formula capital, giving a variation of -£10.8m. In April, the variation reported was -£12.1m, the current forecast therefore is a decrease of £1.3m, summarised in the table below.

	Directorate
	April 08 Variation
	May 08 Variation
	Movement

	
	£’m
	£’m
	£’m

	Children, Young People & Families
	-7.3
	-8.6
	-1.3

	Social & Community Services
	-2.7
	-4.1
	-1.4

	Environment & Economy
	-2.1
	1.9
	+4.0

	Community Safety
	0
	

0
 
	0

	Corporate Core
	0
	0
	0

	TOTAL
	-12.1
	-10.8
	+1.3


50. The table below shows the key stakeholders in managing the delivery of the capital programme and analyses the in-year commitments by directorate. The table shows that over 50% of the programme is delivered by Property Services.

	
	CYP&F
	S&CS
	E&E
	CS
	CC
	TOTAL

	
	£’m
	£’m
	£’m
	£’m
	£’m
	£’m

	Property Services
	34.2
	6.7
	13.5
	0.4
	
	54.8

	Transport 
	
	
	26.5
	
	
	26.5

	Directorates
	9.3
	1.4
	1.7
	0.5
	1.0
	13.9

	TOTAL
	43.5
	8.1
	41.7
	0.9
	1.0
	95.2


51. Furthermore, the table below summaries the -£10.8m variation between those schemes whose implementation is managed through Property Services, Transport and directorates.

	
	CYP&F
	S&CS
	E&E
	TOTAL

	
	£’m
	£’m
	£’m
	£’m

	Property Services
	-7.0
	-3.2
	-0.7
	-10.9

	Transport 
	
	
	2.2
	2.2

	Directorates
	-1.6
	-0.9
	0.4
	-2.1

	Sub-total
	-8.6
	-4.1
	1.9
	-10.8


Children, Young People & Families

52. The in-year commitments are £53.6m (devolved formula £10.1m) compared with a budget of £70.6m (devolved formula £18.6m) a variation of -£17m, half of which is due to the devolved formula for schools. In comparison to the April report, the variation has increased by -£1.2m, with the key scheme movements tabled below. 

	Scheme
	£’m
	Reason

	Children’s Centres Phase 2
	-0.680
	Now re-phased as part of the development of the Primary Capital Programme

	Other variations below £0.4m
	-0.520
	Includes further slippage on the forward plan

	TOTAL 
	-1.200
	


Social & Community Services

53. The estimated in-year commitments are £8.1m compared with a budget of £12.2m, giving a variation of -£4.1m. The variation has increased by -£1.4m compared to the last report and the key scheme movements tabled below. 

	Scheme
	£’m
	Reason

	Pegasus Theatre (Contributions)
	-0.544
	Delay in start due to shortfall in funds needed by partners 

	Museum Resource Programme
	-0.400
	Revised programme of works

	Learning Disabilities  - Supported Living
	-0.540
	Re-phasing (noted but not quantified in the April report)

	TOTAL 
	-1.484
	


Environment & Economy

54. The in-year commitments are £41.7m compared with a budget of £39.8m, giving a variation of £1.9m. The variation has increased by £4.0m since the previous report; the key movements are tabled below. 

	Scheme
	£’m
	Reason

	All Transport LTP2 schemes
	+2.215
	The programme has been revised to account for the changes in funding. Additional work has been identified which will be funded through developer contributions.

	Waste Management
	+1.189
	New Waste Infrastructure Grant

	Backlog Maintenance
	+0.334
	Spending to original in-year allocation in addition to the over-programming in 2007/08

	Other 
	+0.301
	Variations below £0.15m

	TOTAL 
	+4.039
	


55. There are no variations to report on Community Safety or Corporate Core.
Capital Programme

56. An updated Capital Programme is attached at Annex 7. The programme has been updated to reflect the projected spend in 2008/09 of £95.2m (which is also in the capital monitoring at Annex 6), as well as changes to phasing of schemes, implications of the 2007/08 final accounts and revisions to capital receipts.  

57. Over the period of the programme there is a surplus of £6.955m compared to a surplus of £4.298m in the programme agreed by Council in February 2008. Of the surplus reported, some is earmarked and the table below sets out the unallocated element for both the revised programme and the programme agreed in February 2008.

	
	Feb 2008

£’m
	July 2008

£’m
	Change

£’m

	Programme surplus
	4.298
	6.955
	2.657

	Less earmarked allocations:
	
	
	

	HOPS
	4.195
	4.118
	0.077

	Earmarked capital receipts
	
	0.236
	-0.236

	Transport funding
	
	1.500
	-1.500

	Mental Health
	0.885
	
	0.885

	Unallocated surplus/(deficit)
	-0.782
	1.101
	1.883


58. Between February and July there have been some minor changes to the Homes for Older People (HOPS) programme resulting in a change of £0.077m. Capital receipts relating to two schools sites totalling £0.236m are anticipated over the programme period and these are ring fenced to schools. The programme currently includes funding of £1.5m relating to transport in 2011/12 which is not yet allocated. The Mental Health ring fenced funding of £0.885m included in the February programme is now included in the main programme  

59. Although there is currently an unallocated surplus of £1.101m this may change if capital receipts are not realised at their current estimated value.

Part 4 – Other Financial Issues

60. The report to Cabinet in February referred to an expectation that the third and final Local Authority Business Growth Incentive (LABGI) grant allocation would be announced during 2008. Notification has now been received of additional payments relating to years one and two of the scheme, plus a proposed payment for year three. The total sum which Oxfordshire will receive is £0.981m, in line with previous estimates. The payment is due to be made on 1 July 2008. The County Council Management Team (CCMT) has considered bids for use of some of the funding totalling £0.672m as set out in Annex 8. The remaining allocation of £0.309m plus the £0.100m 2007 LABGI allocation for Business Resource Efficiency and Waste (BREW) programme which was not required and returned to balances during 2007/08, will be held in balances pending further agreement on use of the funding.  
61. 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. As the grant is un-ringfenced and the proposed allocations represent new spending decisions which total over £0.5m, Cabinet recommends that Council approve the proposals.
RECOMMENDATIONS

62. The Cabinet is RECOMMENDED to:
(a) note the report; 
(b) approve the virements as set out in Annex 2a; 
(c) approve the changes to the capital programme as set out in paragraphs 55 to 58 and the updated programme at Annex 7; and
(d) recommend that Council approve the allocation of LABGI grant as set out in Annex 8.
SUE SCANE

Assistant Chief Executive & Chief Finance Officer

Background papers:
 
Directorate reports

Contact Officers:
Lorna Baxter, Assistant Head of Finance (Corporate Finance) Tel: (01865) 816087

July 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.
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