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ITEM EX5

EXECUTIVE – 15 MARCH 2005

FINANCIAL MONITORING

Report by Head of Finance & Procurement

Summary

1. This report covers the period up to the end of January 2005 for revenue and capital. The consolidated forecast position at this date shows a balance of £7.990m. This is an increase of £1.046m since the last report. The forecast position on revenue balances has increased by £0.589m. There are additions to balances of £1.233m mainly accounted for by an estimated £1.000m of additional interest on cash balances forecast to be received this financial year. These are partially offset by calls on balances of which the most significant is the supplementary estimate of £0.564m agreed by the Executive on 25 January to meet the forecast overspend on Home to School Transport. The forecast Directorate carry forward position has improved by £0.457m as shown below (a minus sign represents a balance to carry forward and a positive figure represents an overspend):

Dec 04 £m
Jan 05 £m
Change £m






Learning & Culture
5.762
5.447
-0.315

Less City Schools’ Reorganisation
3.651
3.651
-


2.111
1.796
-0.315

Social & Health Care
-0.500
-0.482
0.018

Environment & Economy
-2.333
-2.587
-0.254

Community Safety
-
-0.012
-0.012

Resources
-0.675
-0.569
0.106


-1.397
-1.854
-0.457

Introduction

2. This report covers the period up to the end of January 2005 for both revenue and capital. 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
Capital Receipts


New Grants

4. Additional grant funding of £0.610m has been notified to the Learning and Culture Directorate, made up of increases in the Standards Fund (£0.127m), Neighbourhood Nurseries Initiative (£0.450m) and Sure Start (£0.033m).
PART 1 - REVENUE

5. The forecast position for the revenue budget is set out for each directorate below:
Learning & Culture (£0.402m
)

6. Learning & Culture is reporting a deficit of £0.402m 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 £0.402m, an improvement of £0.315m since the last report. The movement on the non-delegated budgets is summarised below:

Dec 04 £m
Jan 05 £m
Change £m






School Development
0.075
0.095
0.020

Children’s Services
0.564
0.134
-0.430

Community Learning
-0.045
-0.045
-

Cultural Services
0.035
0.035
-

Resources
0.088
0.183
0.095

Systems & Performance Management
-
-
-


0.717
0.402
-0.315

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
-


5.762
5.447
-0.315

7. The main movement is a reduction in the overspend forecast on Children’s Services, which is the result of the supplementary estimate agreed by the Executive on 25 January to meet the forecast overspend on Home to School Transport. The Director for Learning & Culture’s updated action plan to address the remaining in-year deficit is attached at Annex 5.
School Development (£0.095m)

8. There is a small increase in the overspend forecast in this area as a result of equipment replacements on the Residential Centres budget. It is anticipated that there will be an underspend of £0.700m at year end against the Standards Fund grant allocation for 2004/05, made up of £0.351m for Primary Strategy and £0.349m for Key Stage 3. However, the Standards Fund grant is allocated on an academic year basis and the 2004/05 grant can be spent up to 31 August 2005. Both of these amounts are expected to be fully spent by that date.
Children’s Services (£0.134m)

9. As reported last month, at its meeting on 25 January the Executive agreed a supplementary estimate to meet the projected overspend of £0.564m on the Home to School Transport budget. This has now been actioned. However, the real overspend for the service has now increased to £0.698m . This results from ongoing improvements in the accuracy of the data on which forecasts are based, but there have also been some new routes and additional students travelling on both pre and post 16 special transport. The effect of this is to leave an overspend of £0.134m remaining on the service after the supplementary estimate has been taken into account.
Resources (£0.183m)

10. Cost pressures remain in a number of areas within Resources and the forecast overspend has increased by £0.095m since the last report. This is mainly the result of an increase of £0.091m in the anticipated costs for premature early retirements outside those covered by the provision made in the budget for redundancy costs in schools. The reasons why this increase has emerged so late in the year are being investigated and any further information will be included in the next monitoring report. £0.210m of the £0.750m added to the budget in February 2004 to meet costs arising from redundancies in schools remains unspent and will be carried forward to 2005/06 to meet future costs in this area.
11. The third quarter forecast for County Facilities Management is not yet available and so there is no change in the forecast overspend of £0.492m in this area. A Best Value Review of the service is being undertaken and the position will continue to be monitored closely.
Other Service Areas

12. There is no change in the forecast underspend of £0.045m reported for Community Learning. However, analysis of take-up of nursery places by three and four year olds based on the Spring Term count of pupil numbers is not yet available and it is possible that the forecast underspend on Early Education Funding for 3 & 4 Year Olds may change based on this information.
13. 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. The service also has a brought forward deficit of £0.198m which is due to be repaid in 2005/06. Elsewhere in Cultural Services there is a managed underspend of £0.203m against the Customer Service Improvements budget which will be carried forward to 2005/06 and used to address expenditure pressures identified in the Budget Strategy (£0.130m) and to fund minor premises improvements through the capital programme (£0.073m).
Delegated Schools’ Budgets

14. As at 18 February budget plans had been agreed for 285 of the County’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. It has proved difficult to resolve matters at the nine schools whose budgets remain outstanding. The table below sets out the schools by name and gives a very brief explanation of the issues preventing agreement:
School
DfES No.
Issue

Wheatley Nursery
1031
One year submission only, albeit in balance for that year.

John Hampden Nursery
1032
No detailed submission made, only summary information.

Bayards Hill
2521
Ongoing discussion with Music Service regarding site costs.

Fritwell CE
3065
First year of plan in balance and approved but increasing deficit in years two and three. Action plan required.

Benson Community Infants/ Benson CE
2464/3181
One year joint plan received for infants and juniors. Complications concerning amalgamation from September for future years.

St John’s Catholic
3350
In balance in year one but moving into significant deficit in years two and three.

Lord Williams’s 
4580
Healthy balance in year one,  plan showing significant deficit in years two and three although a balanced budget at least is anticipated.

John Watson
7011
Only first year’s budget received; in balance for that year.

The approval of budget plans this year has been 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 Term 6 of the 2004/05 academic year. This will enable improved monitoring of schools’ performance against budget in the remainder of the financial year.

15. The forecast balances for the schools that have had their budgets approved are £0.324m at the end of 2004/05. Schools have until the end of the academic year to spend Standards Fund allocations and slippage typically occurs on the R&M programme and ICT projects; in the light of this it is anticipated that the actual year end position will show little movement against the March 2004 LMS Reserves figure of £5.292m.
Social & Health Care (-£0.482m)

16. The projected underspend for Social & Health Care has not changed significantly since the last report. The movement in the forecast outturn for individual service areas is shown below:

Dec 04 £m
Jan 05 £m
Change £m






Children & Families and Asylum Seekers
1.931
2.105
0.174

Older People
-1.197
-1.557
-0.360

Mental Health
0.048
-0.053
-0.101

Learning Disabilities
1.411
1.462
0.051

Physical Disabilities
-0.243
0.054
0.297

Directorate Management Team
-2.770
-2.766
0.004

Business Support & Performance Management
0.492
0.501
0.009

Commissioning, Planning & Partnership
-0.172
-0.228
-0.056


-0.500
-0.482
0.018

17. There may still be changes in the provisions for client refunds and bad and doubtful debts which will improve the year end outturn. The position will be updated in the next financial monitoring report.
18. The Directorate is 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 £0.514m 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 (£2.105m)

19. The forecast overspend on the Agency Residential budget has increased by a further £0.203m since the last report. This is due to increases in placement costs, additional legal costs of £0.070m relating to the Resource Centre Redesign project and pressures of £0.060m on the direct payments budget. There are various smaller movements on the forecast positions for other areas of the service, including a reduced staffing commitment of £0.130m relating to posts that have yet to be recruited to, but these largely offset each other and have little impact on the overall position.
Older People (-£1.557m)

20.  The forecast underspend in this area has increased by a further £0.360m since the last report. This is due to continued underspending in areas relating to the Access and Systems Capacity Grant, in particular Home Support and Care Management, where difficulties in recruiting staff and lack of external market capacity are restricting spend. A substantial client waiting list remains in this area. The Access and Systems capacity grant is non-ringfenced and possible alternative uses for the funding are under investigation.
21. There has been no substantial movement in the forecast position for the Older People and Physical Disabilities Pooled Budget, which now stands at £0.406m. Although this overspend lies within the Health Service element of the budget, with a forecast underspend of £0.153m on the Social & Health Care elements, under the terms of the Pooled Budget agreement the Council may have to contribute to the overspend and £0.300m has been set aside within the Physical Disabilities budget to meet this. The effect of this is to change the forecast outturn position for Physical Disabilities from an underspend of £0.243m to an overspend of £0.054m.
Learning Disabilities (£1.462m)

22. Although the ongoing progress of the client audit and additional work to ensure that budgets are correctly allocated has resulted in considerable movement between areas of the service the overall outturn position has changed little from the previous reported figure of £1.411m overspent. During the year changes have been made in the method of service delivery in this area in order to provide the best possible service to clients and to enable the Council to take full advantage of external funding opportunities. The main change relates to the de-registration of Learning Disability hostels and the transfer of the majority of the client base to Supported Living Schemes. As a result of this the client income budget of £0.552m for internal residential services is not expected to be achieved. A forecast income shortfall has been reported throughout the year and it is proposed to use £0.495m of the unallocated Residential Allowances grant which is currently held in the budget for the Directorate Management Team to reduce the income budget to a realisable level. The Executive are requested to approve this virement. It is not anticipated that there will be further pressures on the budget in 2005/06.
Environment & Economy (-£2.587m)

23. There is a further increase of £0.254m in the projected underspend in this area, which now stands at £2.587m. However, it is difficult to predict the year end position in many of the Directorate’s areas of work accurately as much of their activity is influenced by weather, consultation processes and other external factors beyond the Council’s control. The movement is summarised below:

Dec 04 £m
Jan 05 £m
Change £m






Transport
-0.927
-1.208
-0.281

Sustainable Development
-1.308
-1.141
0.167

Trading Standards & Registration
0.160
0.081
-0.079

Business Support
-0.258
-0.319
-0.061


-2.333
-2.587
-0.254

Transport (-£1.208m)

24. The projected carry forward on the Transport budget has increased by a further £0.281m. There is an increase of £0.062m in the underspend forecast on Public Transport Development Plans due to delays in works associated with the Premium Routes, slippage in the Real Time Passenger Information System project and delays in commissioning consultants’ studies for the A34 Hinksey Hill Interchange – Redbridge Park & Ride study. The underspend on this budget now stands at £0.337m, of which £0.150m will be carried forward to help meet the savings targets in 2005/06, with the balance used to fund capital works. The underspend on the TravelPlans budget has also increased by £0.062m, mainly as a result of recruitment difficulties which have led to a lack of staff to progress projects. The Highway Maintenance Budget, which was previously expected to be spent in full this year, is now projected to be underspent by £0.059m. Within the Highway Management service there are also small increases in the forecasts for underspending on staff costs and income received from charges.
Sustainable Development (-£1.141m)

25. The forecast underspend for Sustainable Development Service Management has reduced by £0.082m as this amount has been vired to the Registration Service in order to eliminate the remainder of the inherited overspend for that service. The projected carry forward for the Waste Management service has reduced by £0.066m. Within this, the estimated saving resulting from reduced waste tonnages has increased by £0.170m to £0.623m, and waste reduction initiatives are now expected to underspend by £0.163m, but these are offset by an increase of £0.236m in the projected expenditure for cell works at Dix Pit due to more extensive work being required to clear the site of leachate than had originally been projected.
26. Although current projections assume that the cell works and other site redevelopment at Dix Pit will be carried out by the end of the financial year, there is now a high risk that part of the work will slip into 2005/06. The projections are currently being revised and an updated position will be included in the next financial monitoring report.
Trading Standards & Registration (£0.081m)

27. As reported above, a virement of £0.082m has been made from Sustainable Development Service Management to eliminate the inherited overspend on the Registration Service that was brought forward from 2003/04. A projected overspend of £0.103m remains on the in-year budget for the service due mainly to higher than expected staff costs and a lower than expected take-up of citizenship ceremonies. The service is seeking to increase income to bring the budget closer to balance.
Community Safety (-£0.012m)

28. There has been a further small improvement in the outturn position forecast and the Directorate is now predicting a small underspend at year end. The projected year end overspend on the Firefighters’ Pension budget due to transfer values payable to other Brigades has reduced from £0.450m to £0.370m. This overspend is met from Council balances and there is therefore an addition of £0.080m to the forecast year-end position on revenue balances, which is partially offset by a reduction of £0.015m in surplus Emergency Planning Grant which is available to be returned to balances.
Resources & Corporate & Democratic Core (-£0.569m)

29. The projected carry forward in this area has reduced by £0.106m since the last report. This is mainly due to pressures on the budget for property repairs and maintenance which result in an overspend on £0.222m now being forecast. This includes all known commitments. It is possible that not all of this work will be completed by 31 March, but requirements for additional urgent work to be carried out may emerge in February and March, so a cautious approach has been taken in preparing the forecast. The position is being monitored on a weekly basis and a more accurate forecast should be available in the next report.
30. There is a net contribution to balances from the Directorate of £0.088m this month. This relates to £0.153m of the corporate Job Evaluation budget which remains unspent and is being surrendered by the Directorate, offset by a forecast overspend on the Coroner’s Service of £0.030m and an increase in the external audit fee of £0.030m, both of which will be met from balances.
Strategic Measures

31. The financial monitoring report considered by the Executive on 21 December identified that a surplus of £1.000m was expected on the Strategic Measures budget as a result of additional interest on balances. This was based on a conservative estimate of cash balances for the remainder of the financial year (December to March). Balances continue to be higher than budgeted and it is now expected that a further £1.000m of interest will be generated in 2004/05. The increase in cash balances is due to a number of factors, including more prompt payment of invoices using SAP, slower than anticipated capital spend, unutilised capital receipts and funding for capital being taken at the most advantageous time as allowed under the Treasury Management Strategy. The latest capital programme assumes that capital receipts originally expected to be used in 2004/05 will not now be used until 2005/06 and beyond. Additionally, as a result of recent rises in the Bank of England base rate, the average rates of interest which have been received on the Council’s cash balances have been higher than those used to generate the budget. The £1.000m will be added to Council balances.  
Consolidated Revenue Balances

32. There are a number of changes to the forecast year end position for revenue balances, as discussed in the relevant sections of the report. The most significant of these is the contribution to balances of £1.000m of additional interest on balances forecast on the Strategic Measures budget, partially offset by the supplementary estimate of £0.564m agreed by the Executive on 25 January to meet the forecast overspend on Home to School Transport.
33. The forecast position for consolidated revenue balances is shown below:

£m




Revenue Balances per last monitoring report
9.198

Additions:


Reduction in Firefighters’ Pension transfer values
0.080

Surrendered Job Evaluation budget
0.153

Contribution from Strategic Measures
1.000

Calls on balances deducted:


Supplementary Estimate – Home to School Transport
-0.564

Reduction in surplus Emergency Planning Grant
-0.015

Additional external audit fee
-0.035

Coroner’s Service forecast overspend
-0.030

Revenue Balances – updated position
9.787

Less City Schools’ Reorganisation
-3.651


6.136




Directorate Carry Forward as per Annex 1 
1.854


7.990

Conclusion

34. There has been a net increase of £0.589m in the projected year end position on revenue balances since the last report. No further potential calls on balances are known about for the year and the forecast year end position is now £6.136m. This is net of the adjustment of £0.816m made last month in respect of the repayment of 2003/04 Revenue Support Grant and 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.
35. The Directorate carry forward position has improved by £0.457m since the last report and now shows an overall surplus of £1.854m. Based on previous trends, this position is unlikely to worsen and may well improve further; overall Directorate carry forward is most likely to be positive at the end of the year. 285 of the 294 schools’ budgets have been approved and it is anticipated that balances at the year end will show little movement from the 31 March 2004 LMS Reserves position. The position will be updated in the next monthly financial monitoring report.
PART 2 – CAPITAL

January Capital Monitoring

36. The capital monitoring for January 2005 is presented at Annexes 6 to 8.
37. The monitoring report shows the total capital programme for each Directorate. It does not include planned payments awaiting project appraisals, which are included in the financing summary of the capital programme booklet presented to Council on 15 February 2005.
38. Annex 6 sets out the summary planned spend position. The overall variation from the December review is £4.544m. The detailed analysis of the variations is shown in Annex 7. This can be summarised as follows:

£m




Additional Schemes
0.287

Revisions to scheme costs
0.407

Slippage on existing schemes
-5.238


-4.544

39. The capital monitoring analysis at Annex 6 shows, for the first time, the actual capital expenditure during the financial year (up to 31 January 2005). The total actual expenditure at 31 January is £46.866m. This figure needs to be adjusted for structural maintenance costs to be transferred from the revenue account totalling some £3.8m, giving an overall total spend of £50.666m. This compares to a budgeted capital programme for the year excluding schools’ devolved formula capital of £8.1m of £77.146m.
40. This spend figure represents 66% of the budget compared with the 83% of the financial year that has elapsed to date. The implications to be drawn from these figures are that either there will be a significant underspend against the current programme for 2004/05 or that there will be an increased rate of spend in the last two months of the financial year. The next monitoring report should give a more accurate assessment of the likely outturn expenditure on the programme.
Additional Schemes

41. Schemes totalling £0.287m have been added to the capital programme and are detailed in Annex 7. All of these schemes have funding sources identified.
Revisions to Scheme Costs

42. The list of projects for which there are variations to costs is analysed at Annex 7. These mainly relate to Environment & Economy and are funded within the overall capital resources available.
Slippage on Existing Schemes

43. There is a net estimated slippage this time of payments totalling £5.238m from 2004/05 to 2005/06. The schemes on which these payments are slipping are analysed in Annex 7. The major item of slippage is on Schools Devolved Formula Capital where an underspend of £4.500m is predicted to be carried forward into 2005/06. This spend is fully funded by grant. There is other identified slippage of £0.591m on Environment & Economy, £0.117m on Social & Health Care and £0.030m on Community Safety.
Capital Receipts

44. The latest estimate for the net capital receipts to be achieved in 2004/05 is now £11.647m, an increase of £8.870m since the last report. There are risks around achieving some £4.000m of this, which relates to receipts which were scheduled for March but may slip into 2005/06 due to factors outside the Council’s control. The main change relates to the anticipated payment of £8.766m to the DfES resulting from the higher than anticipated capital receipts from the City Schools’ Reorganisation. This payment will not now be made in 2004/05.
Overall Impact

45. The capital programme presented to Council on 15 February 2005 showed an expected surplus of £7.354m at 31 March 2005. To this figure must be added the £8.766m that will not be paid to the DfES this year and potential underspending on the programme as mentioned in paragraph 40. A more accurate assessment will be available at the Executive meeting on 19 April. There could also be a slippage in capital receipts totalling up to £4.000m which will need to be offset against the surplus. Overall, it is anticipated that the final surplus on the capital programme at 31 March 2005 will be significantly higher than the £7.354m reported to Council. This surplus will be carried forward to fund the capital programme for future years, including the slippage of payments from 2004/05 into 2005/06.
RECOMMENDATIONS

46. The Executive is RECOMMENDED to:

(a) note the report;

(b) approve the virement of £0.495m of surplus Residential Allowance grant from the Social & Health Care Directorate Management Team to Learning Disabilities;

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

(d) agree the adjustments to the Capital Programme as shown in the report.

SUE SCANE

Head of Finance & Procurement

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

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

March 2005

� £5.447m less City Schools’ planned overspend of £3.651m and £1.394m recoverable in future years.
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