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FINANCIAL MONITORING

Report by Head of Finance & Procurement 


Summary

1. This report covers the period up to the end of February 2005 for revenue and capital and includes an update to the Capital Programme for 2004/05 through to 2008/09. The consolidated forecast position at this date shows a balance of £9.239m. This is an increase of £1.249m and is accounted for by improvements in the forecast Directorate carry forward position as shown below (a minus sign represents a balance to carry forward and a positive figure represents an overspend):

Jan 05 £m
Feb 05 £m
Change £m






Learning & Culture
5.447
5.118
-0.329

Less City Schools’ Reorganisation
3.651
3.651
-


1.796
1.467
-0.329






Social & Health Care
-0.482
-0.617
-0.135

Environment & Economy
-2.587
-3.278
-0.691

Community Safety
-0.012
-0.007
0.005

Resources
-0.569
-0.668
-0.099


-1.854
-3.103
-1.249

Introduction

2. This report covers the period up to the end of February 2005 for both revenue and capital, together with an update to the Council’s capital programme for 2004/05 until 2008/09. The detail for each Directorate is summarised within the report and individual reports for each Directorate are in the Members’ Resource Centre.
Annexes

3. The following annexes are attached:
Revenue

Annex 1
Estimated Year End Position Directorate Summary

Annex 1a-1e

“
“
         by Directorate

Annex 2
Summary of Virements and Supplementary Estimates

Annex 3
Latest Grants Position

Annex 4
Forecast Revenue Balances at Year End

Annex 5
Learning & Culture Action Plan

Capital

Annex 6
Monitoring – Summary of Changes

Annex 7
Detailed Variations Since Previous Report

Annex 8
Total Scheme Variations

Annex 9
Capital Receipts

Annex 10
Capital Programme Booklet (circulated with the agenda).

New Grants

4. There is an increase of £0.069m in the amount of grant funding notified to the Learning & Culture Directorate which relates to the Standards Fund (£0.021m) and PSA grant (£0.048m). This is offset by a reduction of £0.016 in the Learning & Skills Council recoupment grant.
PART 1 – REVENUE

5. The forecast position for the revenue budget is set out for each directorate below:
Learning & Culture (£0.073m
)

6. Learning & Culture is reporting a deficit of £0.073m after allowing for the planned overspend on the City Schools’ reorganisation, which is repaid on an annual reducing basis until 2012. In addition there is £1.394m which is recoverable in future years. This is mainly accounted for by £1.050m which relates to the 2003/04 overspend on statementing and fees to independent schools, repayable over three years until 2006/07, and £0.198m which is the accumulated deficit on the Music Service to be repaid by 2005/06. The in year deficit to address is £0.073m, an improvement of £0.329m since the last report. The movement on the non-delegated budgets is summarised below:

Jan 05 £m
Feb 05 £m
Change £m






School Development
0.095
0.214
0.119

Children’s Services
0.134
-0.217
-0.351

Community Learning
-0.045
-0.120
-0.075

Cultural Services
0.035
0.035
-

Resources
0.183
0.161
-0.022

Systems & Performance Management
-
-
-


0.402
0.073
-0.329

Plus: Recoverable in Future Years




Children’s Services – Statementing & Fees to Independent Schools
1.196
1.196
-

Music Service
0.198
0.198
-

City Schools’ Reorganisation
3.651
3.651
-


5.447
5.118
-0.329

7. The forecast position includes commitments of £1.422m in relation to expenditure that has been identified but will not be incurred until the 2005/06 financial year. These amounts will be carried forward at the year end under the Council’s budget management arrangements. This will reduce the actual reported year end overspend position based on current estimates of expenditure for the rest of the year to £3.696m (£0.045m net of the City Schools’ Reorganisation).
School Development (£0.214m)

8. The forecast overspend in this area has increased by £0.119m since the last report. This is mainly the result of an anticipated overspend of £0.100m on the Oxfordshire Schools Improvement Team (OSIT) which has arisen due to agreement to fund costs which would normally be met by the schools using the service. Steps are being taken to ensure that in future work is only undertaken once it has been determined that there is a budget to fund it. In addition a small overspend is now forecast on Governor Services as a result of funding pressures in relation to the achievement of the level of service required through the Education Development Plan.
9. The anticipated year-end underspend against the Standards Fund grant allocation has increased by £0.150m to £0.850m, of which £0.351m relates to Primary Strategy, £0.349m to Key Stage 3 and the remaining £0.150m to Excellence in Cities. The Standards Fund is allocated on an academic year basis and 2004/05 grants can be spent up to 31 August 2005. This balance will be carried forward at the year end and is expected to be fully spent at the cut-off date. This £0.850m carry forward will offset the £0.214m overspend forecast for the rest of the service; when this is taken into account the actual year-end position for the service is expected to be a balance to carry forward of £0.636m.
Children’s Services (-£0.217m)

10. There has been an improvement of £0.351m in the projected year end position for this service from the last report’s forecast of a £0.134m overspend. There has been an improvement of £0.132m in the forecast position for Home to School Transport. This is mainly due to £0.082m of Environment & Economy developer contributions to Education Transport that have now been agreed, together with further improvements in the accuracy of the backdated data on which forecasts are based. Following the supplementary estimate agreed by the Executive on 25 January to meet the projected overspend of £0.564m, this change reduces the unmet overspend for the service to only £0.002m. Pressures remain in this area for 2005/06, with annual inflation on existing contracts being notified at 4.93% against  a budget provision of only 4.5%.
11. The forecast position for Out of County Provision has moved from an overspend of £0.100m to an underspend of £0.034m, an improvement of £0.134m. This is the result of management action to hold down price increases through collaboration with other authorities and the sharing of costs with other agencies. Updated information about pupil placements and a reduction in the forecast level of new cases have also resulted in an increase of £0.085m in the forecast underspend on the Statementing budget, which now stands at £0.185m.
12. There are managed underspends of £0.060m on Communication, Language, Autism & Sensory Services and £0.020m on the Pre-School Teacher Counsellor Service, both of which are being treated as commitments to fund planned expenditure in 2005/06.
Community Learning (£-0.120m)

13. The Spring term count of pupil numbers indicates that the take-up of nursery places by three and four year olds has reduced to 80.5% from the 83.4% half-time equivalents reported for the Autumn term, although the long term participation trend is still rising, particularly as overall numbers in the age group fall. Budgetary provision is for 85% of the age group, in line with the DfES’s national benchmark for ‘universal’ take-up of places. There has been a higher than anticipated take-up of places in schools following the introduction of the single point of admission, and £0.526m will be transferred from the Early Education budget to the Individual Schools Budget to reflect this. Based on the latest count, the total projected shortfall in Early Education spending in relation to the original budget is £0.801m. Following approval by the Executive at the meeting on 21 December 2004, £0.531m of the budget has been used to meet the overspend carried forward from 2003/04 and in-year overspends elsewhere within Community Learning. The remaining shortfall in spending is £0.270m. It is proposed to transfer £0.150m of this into the Foundation Stage Investment Fund within the capital programme to address sufficiency of places. This will leave an underspend of £0.120m forecast at the year end, an increase of £0.075m since the previous report.
Other Service Areas

14. The forecast overspend for Cultural Services remains at £0.035m relating to running costs associated with the Music Service’s new premises at Bayards Hill, which adds to the brought forward deficit of £0.198m which the service is due to repay in 2005/06. Elsewhere in Cultural Services a managed underspend of £0.203m and underspending of £0.017m on the delegated repairs and maintenance budget will be carried forward to meet expenditure commitments in 2005/06. Along with slippage of £0.062m on the Library Management System Replacement budget this means that the actual outturn position for the service is expected to show a carry-forward of £0.049m.
15. £0.210m of the £0.750m added to the budget for Premature Retirement Compensation in February 2004 to meet costs arising from redundancies in schools remains unspent, and will be carried forward to meet pressures in this area in 2005/06. Excluding this the forecast position for Resources shows little change since the last report. 
16. Due to turnover of key staff in the area the third quarter forecast for County Facilities Management is still not available and the reported overspend remains unchanged at £0.492m. The position is being monitored closely and will be updated in the next financial monitoring report.
Delegated Schools’ Budgets

17. As reported last month, budget plans have been agreed for 285 of the Council’s 294 schools. Of these, 95 are in deficit in year one of their three year plans for 2004/05 to 2006/07, with 51 forecasting deficits at 31 March 2007; however, in many cases these amount only to small residual deficits and the budgets have been agreed on the understanding that they will be managed to achieve actual results of nil or better. In certain circumstances schools have only had the first year of their plans approved and have been requested to address future years urgently. The nine remaining schools were named in the last financial monitoring report. Difficulties remain in resolving the issues preventing agreement of the budgets for these schools. The approval of budget plans for all schools this year was delayed as a result of the operation of the framework for allocating Targeted Transitional Grant. The Financial Management Implementation Plan for Learning & Culture includes as one of its objectives ensuring that all schools’ budget plans for 2005/06 are approved by the end of the 2004/05 academic year. This will enable improved monitoring of schools’ performance against budget in the remainder of the financial year.
18. The forecast balances for the schools that have had their budgets approved are £0.324m at the end of 2004/05. However, schools have until the end of the academic year to spend Standards Fund allocations and slippage typically occurs on the Repairs and Maintenance programme and ICT projects. As at 28 February 2005 there was £24m in schools’ bank accounts, £7m more than at the same point in 2003/04. Although these figures include devolved capital and unofficial funds held by schools, as central spending on salaries is broadly in line with agreed budget plans, it seems reasonable to expect that schools’ balances will be greater at the end of the financial year than the March 2004 LMS Reserves position of £5.292m.
Social & Health Care (-£0.617m)

19. The projected underspend for Social & Health Care this month is £0.617m, an increase of £0.135m from last month’s figure of £0.482m. The movement in the forecast outturn for individual service areas is shown below:

Jan 05 £m
Feb 05 £m
Change £m






Children & Families and Asylum Seekers
2.105
2.052
-0.053

Older People
-1.557
-1.420
0.137

Mental Health
-0.053
-0.095
-0.042

Learning Disabilities
1.462
0.983
-0.479

Physical Disabilities
0.054
-0.173
-0.227

Directorate Management Team
-2.766
-2.211
0.555

Business Support & Performance Management
0.501
0.469
-0.032

Commissioning, Planning & Partnership
-0.228
-0.222
0.006


-0.482
-0.617
-0.135

20. It has been agreed that the provisions for client refunds and bad and doubtful debts will be reviewed as part of the year-end process. However, it is now looking less likely that there will be any significant effect on the Directorate’s outturn position. The position will be updated in the next financial monitoring report.
21. The Directorate is still considering ways in which the £0.346m of unused Deferred Payments Grant carried forward on the balance sheet from 2003/04 can be used. There is no time restriction on the use of this grant. Possible uses of the £0.541m Performance Fund are also being investigated, although there is an element of risk attached to the use of this funding as the grant conditions do not allow for it to be used this year and the Secretary of State for Health has the right to claw the money back at any time.
Children & Families (£2.052m)

22. There has been a reduction of £0.085m in the overspend on the Agency Residential budget, reflecting a net reduction of two placements. However, this is partly offset by an increase of £0.040m on internal residential services reflecting additional costs of agency staff and overtime. Various smaller movements on the forecast position for the service largely offset each other and have little impact on the overall position, which has not changed significantly since the last report.
Older People (-£1.420m)

23. The forecast underspend for this service has decreased slightly since the previous report. This is mainly the result of an increase of £0.084m in the predicted shortfall of Fairer Charging income against budget. The total shortfall this year now stands at £0.313m. It was indicated in the Review of Charges 2005/06 considered by the Executive on 21 December 2004 that the increase in charges for domestic care would be greater than inflation and that the precise level of increase was being calculated. These calculations have now been completed and an increase of 6% will be put in place from 1 April 2005. This position will be reviewed during the year. 
24. There has been no substantial movement in the forecast position for the Older People and Physical Disabilities Pooled Budget, which now stands at £0.376m. This overspend lies within the Health Service elements of the budget, with an underspend of £0.190m forecast on the Social & Health Care elements. Although the terms of the Pooled Budget agreement could require the Council to meet a substantial proportion of the overspend, the PCT have agreed to provide funding of £0.300m, leaving the Council to meet the balance of £0.076m. We are still awaiting confirmation of how the Pool will realise this £0.300m so at present it has not been included in the forecast position.
Other Service Areas

25. As agreed by the Executive on 15 March £0.495m of surplus Residential Allowances grant has been vired from the budget for the Directorate Management Team to offset the income shortfall on internal residential services within Learning Disabilities. This virement has now been actioned and is the main reason for the movements this month in the forecast positions for these two services.
26. The forecast position for Physical Disabilities has changed from an overspend of £0.054m to an underspend of £0.173m, an improvement of £0.227m. The previous forecast included £0.300m which had been set aside to meet the overspend on the Pooled Budget if the Council was required to do so. Following the PCT’s agreement to provide funding of £0.300m the majority of this will not be required and the forecast for the service now includes only the balancing contribution of £0.076m due from the Council, although this contribution has not yet been taken into account in determining the position for the Pool.
Environment & Economy (-£3.278m)

27. The forecast underspend for Environment & Economy now stands at £3.278m, an increase of £0.691m since the last report. The movement on individual service areas is summarised below:

Jan 05 £m
Feb 05 £m
Change £m






Transport
-1.208
-1.335
-0.127

Sustainable Development
-1.141
-1.709
-0.568

Trading Standards & Registration
0.081
0.079
-0.002

Business Support
-0.319
-0.313
0.006


-2.587
-3.278
-0.691

28. The great majority of the projected underspend, including the increase reported this month, is accounted for by slippage in specific projects rather than a failure to spend ongoing budgets, and the funding will therefore be required in 2005/06. Nevertheless, this slippage is a matter of concern, and budget holders are being asked to identify very clearly how the funding will be used in 2005/06 in order to avoid an ongoing roll forward of the underspend from year to year.
Transport (-£1.335m)

29. The projected carry forward on the Transport budget has increased by £0.127m. This is mainly attributable to changes in the projected outturn position for Transport Planning, where the forecast underspend has increased by £0.076m to £0.885m. Further slippage on works associated with Premium Routes and the Real Time Passenger Information System project  has led to an increase of £0.048m on Public Transport Development Plans and there are smaller increases in the underspends forecast in other areas of the service, including Public Transport (£0.010m) and Travel Plans (£0.014m). There has also been a small increase in the projected carry forward for the Highway Management service, which now stands at £0.475m.
Sustainable Development (-£1.709m)

30. The forecast carry forward for in this area has increased by £0.568m since the last report. This is mainly attributable to further slippage on the budget for site redevelopment works which has increased the projected underspend on the Waste Management service by £0.503m to £0.918m. £0.153m of the budget for work at Dix Pit, which had previously been expected to be carried out by the end of the financial year, is now expected to be carried forward to 2005/06, together with the budget of £0.335m for redevelopment works at Oakley Wood, which have been delayed as a result of complex legal negotiations. Additionally, although the projected total expenditure for cell works at Dix Pit remains £0.236m higher than originally budgeted, it is expected that £0.134m will slip into 2005/06, reducing the projected in-year overspend to £0.102m.
Community Safety (-£0.007m)

31. There has been little change in the forecast outturn position for Community Safety since the last report. Further issues with the multi-agency funding of the Community Safety Team have resulted in the forecast overspend for the service, increasing by £0.042m to £0.140m, but this is offset by increased underspends totalling £0.037m within the Fire & Rescue Service.
Resources & Corporate & Democratic Core (-£0.668m)

32. The projected underspend in this area has increased by £0.099m since the last report. This is mainly accounted for by an increase of £0.104m in the forecast carry forward on the Corporate ICT budget. As reported to the Executive on 15 March, Phase 1 of the SAP revitalisation project is now expected to underspend by £0.239m against its budget of £1.050m, an increase of £0.166m against last month’s projection. This is purely a timing issue and the funding is fully committed for the continuation of the project in 2005/06. The carry forward is partly offset by a movement in the forecast position on the budgets for the support, refreshment and development of ICT. These had been forecast to break even throughout the year, but it now appears likely that there will be an overspend of around £0.050m. The final outturn position is dependent on whether recent purchase orders are completed in March or April, and this will be updated in the next monitoring report.
33. The Council has incurred legal costs of £0.025m this year as a result of an application to the High Court by a member of the public for the Trap Grounds, Oxford to be registered as a town green. The Council was successful in opposing this application but the supporters for town green status are seeking leave to appeal to the House of Lords. If this is successful the Council may incur additional costs in 2005/06. In accordance with the approved virement arrangements the Leader and Deputy Leader of the Council have agreed that any expenses incurred should be funded by a supplementary estimate. This is therefore a potential call on balances in 2005/06.
Strategic Measures

34. There has been no significant change in the forecast position for Strategic Measures since the last report.
Consolidated Revenue Balances
35. There is currently no change in the forecast year end position for revenue balances, which remains at £9.787m (£6.136m net of the City Schools’ Reorganisation) as reported on 15 March.
36. The forecast position for consolidated revenue balances is shown below:

£m




Revenue balances – updated position (no change from last report)
9.787

Less City Schools’ Reorganisation
-3.651


6.136




Directorate Carry Forward as per Annex 1
3.103


9.239


Conclusion

37. The projected year end position on revenue balances remains unchanged at £6.136m (net of the City Schools’ Reorganisation). There is a potential call on balances of £0.025m relating to the supplementary estimate requested by the Resources Directorate to meet legal costs incurred in relation to the Trap Grounds, Oxford. No further potential calls on balances are known about for this year and the position remains in line with the projections set out in the Revenue Budget and Capital Programme for 2005/06 which was agreed by Council on 15 February.
38. The Directorate carry forward position has improved by £1.249m since the last report and now shows an overall surplus of £3.103m. Based on previous trends, this position is unlikely to worsen and it is possible that there may be further improvement. 285 of the 294 schools’ budgets have been approved and it is now anticipated that balances at the year end will be higher than the 31 March 2004 LMS Reserves position. The position will be updated in the next monthly financial monitoring report.
PART 2 – CAPITAL


February Capital Monitoring

39. The capital monitoring for February 2005 is presented at Annexes 6 to 9.
40. The monitoring report shows the total capital programme for each Directorate. 
41. Annex 6 sets out the summary planned spend position. The overall variation from the January review is a reduction of £7.746m. The detailed analysis of the variations is shown in Annex 7. This can be summarised as follows:

£m




Additional Schemes
-

Revisions to scheme costs
0.070

Slippage on existing schemes
-7.816





-7.746

Additional Schemes

42. There are no additional schemes included in the capital programme for the February review.
Revisions to Scheme Costs

43. The list of projects for which there are variations to costs is analysed at Annex 7. The main variations are increases in costs on the Wantage Unification Project (see below), additional costs on the HOPS contract (funded by additional receipts) and a reduction in retention payments on City Schools.
Slippage on Existing Schemes

44. There is a net slippage of payments totalling £7.816m from 2004/05 to 2005/06. This is analysed in Annex 7 and includes £1.645m on Environment & Economy and £5.883m on Learning & Culture. The slippage on Environment & Economy is on a programme of over £30m and about half is due to awaiting agreement of the final payments for schemes that have been completed. The slippage on Learning & Culture relates to a number of schemes which are detailed in Annex 7. There are no resource implications for the capital programme as a result of this slippage. Resources will be carried forward to fund the payments in 2005/06.
Total Scheme Variations

45. Annex 8 shows one project where the costs have increased significantly. This is in relation to the Wantage Schools Unification Project where, following adjudication, the Council has had to pay for the costs of additional work carried out and legal costs totalling £0.357m. These costs will be contained within the overall funding available for the schools’ capital programme.
Capital Receipts

46. The latest estimate for the net capital receipts to be achieved in 2004/05 is £9.465m, a reduction of £2.182m since the last report. This mainly reflects the slippage of a receipt into 2005/06.
Capital Programme Update

47. Circulated with this report is an updated Capital Programme booklet which sets out the position on the capital programme for 2004/05 through to 2008/09.
48. The programme shows a surplus of £1.8m over the period. Of this, £1.5m relates to schools, where Council policy is for all schools resources to be spent on the schools’ capital programme. Learning & Culture will bring forward high priority projects to utilise the surplus. This leaves a small surplus of £0.3m for the rest of the programme.
49. The capital programme is in surplus over all five years. The profile of the programme surplus over the period is shown in the table below and explained in the following notes.
Year
In-Year Surplus/Deficit(-) £m
Cumulative Surplus

£m





2004/05
21.2
21.2

2005/06
-8.1
13.1

2006/07
-2.8
10.3

2007/08
-2.7
7.6

After 2007/08
-5.8
1.8

Notes

1. In 2004/05 the main contributing factors to the significant surplus are capital receipts unapplied brought forward from 2003/04 of £12.2m, which are not required to fund the programme in 2004/05, and the deferral of the potential payment to the DfES of excess capital receipts of £8.8m from the City Schools Reorganisation.
2. The deficit of £8.1m in 2005/06 is mostly explained by the rescheduling of the potential payment to the DfES of the £8.8m as mentioned above.
3. Deficits in future years mainly reflect the capital programme for schools gradually utilising the resources available. This is demonstrated in the table below.

Schools’ Programme


Year
In-Year Surplus/Deficit(-) £m
Cumulative Surplus 

£m





2004/05
14.2
14.2

2005/06
-1.3
12.9

2006/07
-4.7
8.2

2007/08
-2.0
6.2

After 2007/08

-4.7

1.5


Transport Capital Programme


50. On 15 February Council agreed a capital programme for 2005/06 subject to Environment & Economy bringing forward specific transport capital projects in line with the approvals received in the Transport Capital Settlement and the phasing shown in the report.   This requirement was addressed by the Executive in approving a Transport Capital Programme  at the 15 March meeting, and the circulated Capital Programme booklet reflects this.
51. The Capital Programme booklet also includes revised structural maintenance allocations in accordance with the indicative forward capital allocations notified to the Council by GOSE.  Since this represents a variation from the overall Environment & Economy capital programme presented to the County Council meeting in February this element should be submitted  to the Council for approval.
RECOMMENDATIONS

52. The Executive is RECOMMENDED to:

(a)
note the report;

(b) note the latest proposals from the Director of Learning & Culture on the Directorate’s action plan (Annex 5);

(c) agree the adjustments to the capital programme as shown in Part 2 of the report and incorporated in the updated Capital Programme booklet;

(d) RECOMMEND the County Council to approve the revised structural maintenance allocations in the Environment & Economy capital programme contained in the updated Capital Programme booklet

SUE SCANE

Head of Finance & Procurement

Background Papers:
Individual Service Area Reports

Contact Officers:
Sadie Slater, Financial Manager (Part 1) Tel (01865) 815989

Mike Petty, Principal Financial Manager (Part 2) Tel (01865) 815622

April 2005

� £5.118m less City Schools planned overspend of £3.651m and £1.394m recoverable in future years.
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