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ITEM CA5
CABINET – 16 SEPTEMBER 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 four months of actuals to the end of July 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 £1.966m, as set out in the table below, an increase of £0.830m since the 15 July report to Cabinet.  The in-year forecast excludes the variance on the City Schools Reorganisation. 

3. The carry forwards from 2007/08 have now been considered and approved by the Assistant Chief Executive & Chief Finance Officer and the Cabinet Member for Finance (see paragraph 39-42).  The forecast position in the table assumes that requests for carry forwards have been approved unless otherwise stated. 

	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 
	90.718
	90.958
	0.240
	0.26%

	151.118
	Social & Community Services 
	157.283
	157.882
	0.599
	0.38%

	60.450
	Environment & Economy
	64.584
	65.303
	0.719
	1.11%

	34.228
	Community Safety & Shared Services
	39.748
	39.848
	0.100
	0.25%

	12.512
	Corporate Core
	11.476
	11.784
	0.308
	2.68%

	337.860
	Total
	363.809
	365.775
	1.966
	0.54%

	
	
	
	
	
	

	
	Plus: City Schools Reorganisation 
	1.369
	1.369
	

	
	Total Per Annex 1
	
	367.144
	3.335
	0.92%


4. The year-end forecast of general balances is set out in Annex 5 and shows a forecast of £19.000m. After taking into account the forecast Directorate outturn, the consolidated revenue balances forecast is £17.034m. 

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 (a-b)
Specific grants monitoring

Annex 4
Savings Monitoring 

Annex 5
Forecast earmarked reserves

Annex 6
Forecast general balances

Annex 7
Carry Forwards from 2007/08

Annex 8 (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 July 2008. Significant issues or movement in the variances are commented on below and the management action being taken.  

Children Young People & Families: £0.240m in-year Directorate overspend (£1.609m total overspend including City Schools Reorganisation)

8. The overall Directorate position is a forecast overspend of £1.609m, as shown in Annex 1a, an increase of £0.090m since the last report to Cabinet. 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 £0.240m. 

9. In 2007/08 the Legal Services budget overspent by £0.162m.  The Business Process Re-engineering exercise carried out during 2007/08 is expected to reduce the ongoing overspend on this budget to £0.050m in 2008/09.  The Directorate will continue to develop ways to improve controls in order to bring the expenditure more in line with the budget which has historically been subject to significant overspends.

10. As previously reported, the Directorate is currently undergoing a major restructuring.  The costs relating to early retirements and redundancies have now been calculated and are expected to total £0.200m.  These costs will be carried forward and recouped from future year’s salary savings over the next two years.

11. Based on the cases being assessed by the Directorate Severance Panel, the Premature Retirement Compensation (PRC) budget is projected to underspend by -£0.100m.  There has also been a reduction in the running costs to support staff working in Macclesfield House.  The forecast underspend is £-0.060m and is as a result of moving to Shared Services.  

12. The position relating to previous years “special representation” claims where the cost of Asylum Seekers within the County exceed the standard unit costs is still unresolved.   Additional Special Circumstances allocations for 2006/07 were notified to all the authorities affected in July but included no additional allocation for Oxfordshire.  Therefore, agreement for additional funding for the £0.7m outstanding in respect of 2006/07 and earlier years is still sought.   In addition to this, £0.5m relating to the impact of data matching individuals included in claims made prior to 2006/07 is still in dispute.   Discussions with the Home Office and DCSF continue and further updates including the impact on balances will be provided in subsequent reports.  

Social & Community Services: £0.599m overspend

13. The Directorate is forecasting an overspend of £0.599m, an increase of £0.222m since the last report.

14. As previously reported, the Library Service is forecasting an overspend of £0.050m relating to the continuing write-off of the audio visual stock.  The 2008/09 budget assumed net savings of £0.064m resulting from the temporary closure of Central Library as part of the Westgate Project.  Due to delays on the project none of the savings will now be achievable in 2008/09, although these savings should still be achieved when the project is carried out.  Further impacts of the delay are being considered and will be reported on in future reports.

15. Adult Social Care is estimating an overspend of £0.200m.  The ongoing efforts to facilitate hospital discharges and prevent delayed transfers of care have impacted on a number of service areas.  The equipment budget is projecting an overspend of £0.202k as clients are requiring more assistance in order to leave hospital.  External Home Support is forecast to overspend by £0.948m due to a 3.5% increase in clients between January and July 2008, from 2,192 to 2,269.  This overspend is offset by a -£0.475m underspend on Internal Home Support. 

16. Older people residential client income is forecast to exceed the income target by £0.437m, after taking account of the virements to Occupational Therapy (£0.280m) and Strategy & Transformation (£0.050m).  Future levels of income may be adversely affected by the new framework for Continuing Care. If a significant number of residents currently funded by the Council and liable for maintenance charges are deemed eligible for receiving Continuing Care, the level of income will be reduced.    

17. An action plan has now been drawn up to address the Strategy & Transformation overspend of £0.285m.  Recruitment is being tightly controlled and capacity is being managed where possible.  This may have an impact on the delivery of some projects but this will be agreed in conjunction with customers and partners. 

Pooled Budget Memorandum Accounts

18. The Older People, Physical Disabilities and Equipment Pooled Budget is projecting an overall underspend of -£0.573m.  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 £0.026m.  The forecast reflects a reduction in the estimated cost of residential beds offset by an increased number of transitional beds for older people and increased home support costs for people with physical disabilities.  Within this pool, the equipment budget is currently forecast to overspend by £0.328m.  However, this forecast is provisional as it is only based on three months of expenditure and will be kept under review. 

19. The Learning Disabilities Pool has been updated to reflect the virement approved in July of £5.119m in relation to the transfer of part of the Supporting People Grant into the pooled budget.  The pool is forecasting a year end overspend of £0.924m which assumes that the £0.161m reserve will be used in 2008/09.  This position has changed significantly since the last report and remedial action is being taken and strategies to reduce the overspend by £0.400m have already been identified.  Further work is being carried out to identify additional actions to bring the budget into balance.

Environment & Economy: £0.719m overspend

20. In the previous report Oxfordshire Highways were projecting a £0.250m potential overspend on street lighting costs due to price increases, this projection has now been increased to £0.300m.

21. Waste Management is forecasting an underspend of -£0.074m, a change of -£0.174m since the last report.  There has been an increase in the predicted costs for the Waste Treatment Procurement project due to the requirement for additional consultancy work.  Based on the first quarter’s tonnage data it is estimated that 317,000 tonnes of waste will be disposed of, this is 11,000 tonnes less than budgeted.  Recycling (composting) is estimated to be 43% of the total household waste disposed of for this year; this is higher than budgeted which may be due to the recent wet weather.  At this time, a -£0.579m underspend is forecast, however, as more tonnage data becomes available this figure is subject to change.    

22. Within other areas of the Sustainable Development service, the increased workload of the Future First team is resulting in a projected £0.087m overspend on this budget relating to staffing pressures.  A supplementary estimate is requested to cover the £0.027m overspend on the Minerals & Waste structure plan.  In the 2004/05 Provisional Outturn report (Cabinet on 19 July 2005), it was agreed that the -£0.077m underspend on the Minerals & Waste structure plan would be returned to balances.  In doing this it was agreed that this funding would then be available when the expenditure on the structure plan was incurred.  The costs associated with the Oxfordshire Economic Partnership are also expected to increase, leading to an overspend of £0.080m.  Some of these costs may be funded by South East England Development Agency (SEEDA) but this funding has not yet been confirmed.  

23. Property Services are projecting various overspends totalling £0.249m.  As previously reported, this includes rental income from trading estates that will not be realised following the sale of the site.  A supplementary estimate for £0.038m is therefore requested to cover the part-year loss of this income in 2008/09, with the ongoing pressure being picked up as part of the Service & Resource Planning process for 2009/10.  Other services are also experiencing difficulties achieving income targets, these include staff housing £0.087m and Grandpont car park £0.035m.    

Community Safety & Shared Services: £0.100m overspend 

24. As previously reported, the projected overspend is within the Fire & Rescue Service and relates to the increase in diesel fuel prices.  There were also concerns that the budget for whole-time firefighters’ pay would overspend.  A detailed analysis of predicted movements on this budget during the year now indicates that the pressures can be managed.    
Shared Services

25. Negotiations are still continuing to complete the transfer of all remaining budget savings due from directorates.  The programme board has now signed off a plan for Learning & Development to achieve further planned savings through continuous improvement and system development in full by the end of next year.  Work on developing plans for the other service areas is in progress.
26. Annex 1f presents the current cash flow forecast for achieving savings in the business case.  This shows that the project has currently slipped by around 9 months.
Corporate Core: £0.308m overspend

27. The total overspend represents the final and ongoing costs resulting from the closure of the Print & Design Unit.  The costs are summarised in the table below.

	
	£m

	One-Off Costs:
	

	Redundancy and Early Retirement 
	0.083

	Net operating loss 2007/08 and April/May 2008  
	0.270

	Sale of Equipment (excluding £0.080m capital receipt)
	-0.019

	Other 
	0.016

	Sub Total One-Off Costs 
	0.350

	Less: One-off funding agreed 
	-0.100

	Total Unfunded One-Off Costs
	0.250

	Ongoing Costs:
	

	Contribution to annual efficiency savings target
	0.088

	Contribution to Central Support Services & Property
	0.060

	Pay Protection & Early Retirement
	0.010

	Less: Ongoing budget funding agreed in 2008/09 
	-0.100

	Total Ongoing Costs
	0.058

	
	

	TOTAL
	0.308


28. A supplementary estimate is requested to cover the one-off costs of closure.  The ongoing costs will be met by top-slicing directorate printing budgets for which virements will be requested in the October report to Cabinet.

29. There may still be changes to these figures.  In particular there may be one-off costs relating to the set-up of the reprographics and design service in County Print Finishers.  

Forthcoming Issues

30. The 2008/09 Green Book pay award is still to be agreed.  Following the strike action in July over the offer of 2.45%, negotiations between the union and employers resumed in mid August.  Employers are seeking to agree pay rises for 2008/09, 2009/10 and 2010/11 by the end of December. Further updates will be provided as they become available.

Virements and Supplementary Estimates

31. The virements requested this month are detailed in Annex 2a with virements previously approved in Annex 2b.  

32. The supplementary estimates requested this month are shown on Annex 2c and total £0.315m.  Details of these requests are given in paragraphs 22, 23 and 27/28. 

Grants Monitoring

33. Annex 3a details the movement on specific grants since the original estimate and Annex 3b details the Area Based Grant.  There has been an increase of specific grant funding since the last report of £1.600m, all of which relates to Children, Young People & Families.

34. The Dedicated Schools Grant (DSG) has decreased by £1.089m with the transfer of funding relating to the Oxford Academy (previously Peers School) to the Department for Children, Schools & Families (DCSF) Academy Finance Team. The Standards Fund grant allocation has increased by £2.006m following the final confirmation of the School Development Grant, National Strategy for Primary and Secondary Schools and Playing for Success allocations.  There are also new allocations for Aim Higher £0.046m and School Lunch Grant £0.869m.  

35. The SureStart General grant has increased by £0.727m in respect of a range of initiatives relating to early years and childcare.  For Oxfordshire this specifically relates to Graduate Leader Fund £0.289m, Social and Emotional Aspects of Development £0.099m and Disabled Children’s access to childcare £0.339m. A reduction of £0.044m to the Drug and Alcohol Action grant is due to the DCSF decision to route the delivery of funding through the Area Based Grant. 

Savings Monitoring

36. Continuing the approach taken in 2007/08, savings included in the 2008/09 budget will be monitored through the year.   The following table shows the total budgeted savings for each Directorate and compares this to the forecast outturn at the end of July.   Annex 4 provides a further breakdown by Service Area and where material an explanation of the forecast variance.   

37. The current forecast position for each Directorate is as follows.  

	
	Total Budgeted Saving            
	Forecast Year-End Saving           
	Variance

	
	£000
	£000
	£000

	Children, Young People & Families
	-2,704
	-2,233
	471

	Social & Community Services
	-11,943
	-9,392
	2,551

	Environment & Economy
	-4,631
	-4,074
	557

	Community Safety
	-82
	-82
	0

	Corporate Core
	-1,082
	-1,064
	18

	TOTAL
	-20,442
	-16,845
	3,597


38. The savings forecast for Social and Community Services is relatively cautious at this stage.  It should also be noted that the savings are included in the overall position reported elsewhere so need to be seen in that context – for Social and Community Services the total predicted overspend is much smaller than the variation on the savings, for example.  Further updates will be provided in the reports on the September and December position and Provisional Outturn Report for 2008/09.

Carry Forwards from 2007/08

39. As set out in the Provisional Outturn Report (Cabinet 24 June 2008) the net carry forward from 2007/08 was £3.281m.  This position was suppressed by overspends of £4.270m which will automatically be carried forward, leaving £7.551m of underspends to be allocated.

40. Due to the significant level of underspends, a new process for agreeing underspends was introduced this year.  Carry forward requests from directorates
 were submitted and these have now been considered by the Assistant Chief Executive & Chief Finance Officer (with delegated officer approval) in consultation with the Cabinet Member for Finance.  Consideration was given as to whether directorates would be able to utilise the sums carried forward in addition to delivering the 2008/09 budget.    

41. Annex 7 shows the outcome of this process.  £6.903m of the total requested has been approved for use in 2008/09.   A further £0.591m has been approved but will be held in balances until required.  

42. £0.057m of the total requested has not yet been approved.  Of this, £0.044m is still being considered and the outcome will be included in the next report.  The remaining £0.013m will be returned to balances.  

Strategic Measures

43. A number of amendments have been made to the Council’s lending list since the last monitoring report to Cabinet.
44. The following banks have been removed from the lending list due to a reduction in credit rating below the council's minimum credit rating criteria:

· Principality Building Society 

· West Bromwich Building Society

· Britannia Building Society

45. Mellon Bank NA was removed from the lending list due to its Financial Services Authority (FSA) rating being withdrawn. 

46. The following banks were added to the lending list because they meet the minimum credit rating criteria:

· Arab National List


· Shinhan Bank

47. The following banks have had their lending limits or period limits reduced due to their credit ratings being downgraded:

· Bank of America, N.A. (from £30m to £22m)

· Credit Foncier de France (from 6 months to 3 months)

· Lehman Brothers Inc (from £22m to £10m and from 3 years to 3 months)

· Calyon (from £15m to £10m and from 364 days to 6 months)

48. Societe General had its period limit increased from 364 days to 3 years as the previous limit was assigned in error.

Part – 2 Balance Sheet

Reserves

49. Annex 5 details the forecast movement on earmarked reserves. 

50. It is assumed that the Adult Learning reserve will be used in full to cover the service’s projected overspend, including the planned repayment to balances of £0.101m.  Notification of the funding from the Learning & Skills Council for the new academic year has now been received and the service is currently looking at the impact on the service and budget.  Further details will be reported in October.

Balances

51. Annex 6 sets out the year-end forecast of general balances taking into account known changes. Forecast balances are £19.000m as at the end of July. 

52. In July the Council received confirmation it had been allocated £0.681m of un-ringfenced grant from the Restoration Fund.  This is in recognition of costs incurred by the council relating to the floods in July 2007.  This amount has been added to balances with the use of it to be decided as part of the Service & Resource Planning process for 2009/10.

Part – 3 Capital  

53. An updated Capital Programme was agreed in July 2008 and reflected projected spend in 2008/09, implications of the 2007/08 final accounts and revisions to capital receipts.   The update reduced the forecast in year spend from £110.4m (the February Capital Programme excluding 2007/08 slippage) to £105.3m.   The current forecast position at the end of July 2008 is shown at Annex 8.   The projected in-year capital commitment is estimated at £90.7m, or £100.8m including Schools devolved formula capital.
54. A breakdown of the -£4.5m variation compared to the latest programme update is shown below.

	Directorate
	April 08 Variation
	May 08 Variation
	P  U
R  P
O  D
R  A
M  T
M  E
E


	July 08 Variation (movement from July programme)
	Movement from February Programme

	
	£’m
	£’m
	
	£’m
	£’m

	CYP&F
	-7.3
	-8.5
	
	-0.7
	-0.2

	S&CS
	-2.7
	-4.1
	
	0.0
	-4.4

	E&E
	-2.1
	1.9
	
	-3.8
	3.3

	CS
	0.0
	0.0
	
	0.0
	0.3

	CC
	0.0
	-0.0
	
	0.0
	-0.1

	Sub-total
	-12.1
	-10.8
	
	-4.5
	-1.1

	Devolved Formula (Schools)
	-8.5
	-8.5
	
	0.0
	-8.5

	TOTAL
	-20.6
	-19.3
	
	-4.5
	-9.6


55. Expenditure to the end of July 2008 was £15.4m (including £1.6m devolved formula funded expenditure).  If expenditure follows a similar profile to 2007/08 there is a potential risk that the final outturn will be around £11m lower than the £100.8m currently predicted based on detailed scheme information.   This will need monitoring closely over the coming months to ensure that further slippage is minimised.

Children, Young People & Families

56. The in-year commitments estimated are £52.9m compared with a budget of £53.6m giving a variation of £0.7m.   The majority of this relates to an ecological study at Marlborough School which has delayed progress of this scheme.   Within the total expenditure the forecast Schools’ devolved formula capital expenditure is unchanged from the programme at £10.1m.  
Social & Community Services

57. The in-year commitments estimated are £8.1m compared with a budget of £8.1m, so there is no reported variation and the majority of the major schemes are on target.  There is, however, a risk that there will be slippage of around £1.6m relating to the Bicester Home for Older People.  An update will be provided in the next report.

58. There are also pressures on other projects.  This includes Thame Library where pressures relating to the location of this project have arisen.  An additional £0.091m funding for Oxford Options Older People Day Centre (+£0.091m) has been agreed and is shown as a variation post 2008/09. 

Environment & Economy

59. The in-year commitments estimated for E&E are £37.9m compared with a budget of £41.7m a variation of -£3.8m as set out below.

	Scheme
	£’m
	Reason

	Transport
	
	

	Oxford Transport Strategy
	-0.742
	Tender awarded with reduced costs

	Other
	-0.194
	

	Waste
	
	

	Waste infrastructure
	-1.189
	DEFRA capital grant funding will now be received in 2009/10.

	Property
	
	

	Better Offices Programme (BOP) – Banbury
	+0.200
	Additional works agreed to scheme

	BOP – East Oxford
	-1.250
	Slippage on Oxford Options which is still in the Planning Application stage (£0.9m). Reduction in fitting out costs £0.350m. Impact on the revenue account as increased rent now payable.

	BOP – Central Offices
	-1.000
	Slippage due to asbestos.

	SALIX
	+0.370
	Agreed change to accounting for SALIX so it now appears within the Capital Programme, in line with other similar schemes.

	Other variations below £0.150m
	+0.258
	

	TOTAL 
	-3.753
	


RECOMMENDATIONS

60. The Cabinet is RECOMMENDED to:
(a) note the report; 
(b) approve the virements as set out in Annex 2a; and
(c) approve the supplementary estimates totalling £0.315m as set out in Annex 2c.

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

September 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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