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2004/05 BUDGET MONITORING: PERIOD TO 30 September 2004

ACTION RECOMMENDED

The Committee is asked to note the information in this report.

briEf summary of report

1. The monitoring of budgets to 30 September 2004 indicates that:

a) Services’ revenue budgets are being managed within their cash budgets and reserves, as required by the council’s financial policies.

b) The financial performance of the trading units has not changed significantly from the original plans.

c) Capital receipts for the year are projected to be in line with the target.  Capital payments are now expected to be £13.411m (11.6%) below the approved programme. 

d) The uncommitted balance on locality budgets is £1.105m as at 30 September 2004.

e) Twelve schemes have been approved in respect of the Corporate Regeneration Fund at a cost of £0.253m.

reason for recommendation

2. Executive Committee decides on matters relating to the in-year decisions on budgets and the use of reserves.

Alternative Options

3. None, as the recommendation is consistent with the council’s financial policies.

AIMS AND OBJECTIVES

4. This is the second quarterly budget monitoring report for the financial year 2004/05.  The report compares both revenue and capital expenditure with budgets and reports the latest forecasts of trading units.

ANTICIPATED TARGETS AND ACHIEVEMENT TIMESCALES

Revenue Budget

Overall

5. All services are reporting variances for the quarter ended 30 September 2004.  Education and Social Care are reporting anticipated underspendings, whilst all other services are reporting overspendings and / or on the use of their carry forward reserves.  All variances will be managed within the council’s financial policies.  A summary of services’ revenue budgets with the latest forecast, is shown in Appendix A.

Education

6. Changes in variances since the first quarter.

f) Early Years

As previously reported, early assessment of the payments to private providers in respect of Three and Four year olds, based on the first term’s take-up, suggested an under spend. The latest assessment, using partial data for September take-up, would confirm that an underspend of £1m might still be expected.

g) Home to School Transport

As previously reported, this area remains under pressure despite a significant budget increase for this year. Careful monitoring will continue to be maintained in this area. Contracts coming up for re-tendering are being subject to a new scrutiny review process.

It is still anticipated, as previously reported, that the delayed implementation of charges for Denominational travel will result in an income shortfall of £0.195m in 2004/05, with the savings being phased-in over future years.  Where individual savings are phased-in, the budget will be balanced from other savings or use of reserves.

h) Special Education

Home tuition and out county placements are both budgets which are very much demand-led and both indicate small overspends which are likely to total £0.150m. Both represent areas where there are current initiatives aimed at bringing about a future reversal in the upward spending trend.

i) Premature Retirement of Teachers

This budget is held to cover both the one off and ongoing costs of teacher redundancies together with some retirement costs, latest indications are that an overspend of £0.200m is likely.


7. The latest assessment therefore is that the net addition to Education reserves will fall from the £0.800m previously reported, to around £0.450m.

Libraries & Heritage

8. A withdrawal from the reserve of £0.136m is anticipated to cover the following items:

j) The budget for Localities is showing lower than expected income levels (£0.044m).  Managers are actively looking at ways to improve the income position, or make reductions to expenditure where possible.  The outturn report to Executive Committee (E04/70) noted the planned use of £0.090m from reserves (carried forward from last year’s savings) for improving the customer experience. 

k) There is another minor variance caused by higher than expected pay costs and higher cleaning costs for Heritage services (£0.036m), offset by savings resulting from additional income generated from the vehicle design service (£0.024m) and other savings (£0.010m).


c)     The sum of the above represents a withdrawal from reserves of £0.136m leaving a balance of £0.160m.


Social Care

9. At the end of the second quarter an under commitment of up to £2.0m is projected for all areas of the Social Care budget other than the Pooled Fund for Learning Disabilities.  Although this is an increase on the figure of £1.5m, reported at the first quarter, there have been a number of changes in expenditure patterns as follows: 

l) The £1.5m positive variance for children’s services previously reported has reduced to £0.8m. This reflects increased pressures on budgets for purchased placements and children in need.

m) Income levels from charges for residential care are currently exceeding the budget provision by £0.7m. This is the result of both a real terms increase in the average income received from customers and the favorable impact of a special government grant received following the withdrawal of residential care allowances which were previously paid direct to customers.

n) The opening of Oak House Very Sheltered Housing (VSH) scheme in Stutton in this year has concluded the strategy for refurbishment and re-provision of homes for older people agreed in 1998. Following the phasing out of transitional staff pay costs, recurring savings of £0.5m have now been achieved from the five new VSH schemes in the County which have been developed as an alternative to residential care.

10. The pooled fund for learning disabilities is experiencing severe and continuing pressure from people with needs that all meet the critical or substantial eligibility criteria.  An expenditure approval team rigorously scrutinises all requests for new/additional funding and is engaged in a continuous review of current care packages to identify opportunities for cost savings.  There is a projected over-commitment of £0.8m in this year but this takes no account of the potential for funding new care packages in the remainder of the year.

11. It is proposed that the current over-commitment of £0.8m will be financed from the learning disabilities pooled fund’s reserve, arising from the savings achieved in 2003/2004 (subject to the agreement of the Primary Care Trusts).  Any sum in excess of the £0.8m will have to be carried forward into 2005/2006 for recovery on a basis to be agreed between the County Council and the Primary Care Trusts.

12. The revised forecast for the net contribution to reserves is £1.244m (made up of £2m for most Social Care activities, plus £0.044m budgeted contribution for risk management, less an £0.8m over-commitment on the Pooled Fund for Learning Disabilities).

Protection 

13. Variances in the second quarter are as follows:

o) As part of the settlement for firefighters pay, new conditions of service give retained firefighters pay parity with wholetime firefighters.  This has resulted in very large increases in some aspects of pay. Drill nights incur an extra cost of approximately 64%.  The cost of the second and subsequent hours on longer incidents is substantially higher than before. Changes in the way in which availability is assessed mean that more retained staff are entitled to be paid 'full cover' instead of '3/4 cover'.  There are corresponding increases in Holiday Pay and National Insurance. All of these costs have had to be backdated to November 2003. 

The budget currently includes unidentified savings, which are being met by holding vacancies against wholetime specialist firefighters posts.  However, with various pressures mounting up, including regional work, new legislation, new responsibilities for risk assessment, integrated risk management planning and corporate performance assessment, it will be necessary to fill some of these blocked posts during the remainder of the year.  

The effect of these two items will be an overspend of £0.430m.

p) It is expected that fewer firefighters will retire during this year than originally anticipated, which will reduce the overspending on the pensions budget to £0.598m.  There is a special earmarked reserve to smooth out the incidence of pensions costs (which vary greatly from year to year).

q) Other overspendings on driver training, child protection training, employment appeals and hydrant testing, together with loss of income for e-government initiatives will result in a further overspend of £0.118m.

r) Redundancy costs of £0.020m in the Emergency Planning service will require a withdrawal from reserves.

s) Payment of Citizens Advice Bureau (CAB) grants (£0.099m), carried over from 2003/04, will be met from the saving brought forward in the reserve.

14. At the beginning of the year, the overall Protection reserves stood at £0.393m, including the pensions earmarked reserve of £0.378m.  The items noted above, if charged against reserves, will result in a total overdrawn balance of £0.914m. 
15. It is the government’s expectation that eventually the costs of modernising the fire and rescue service will be self-financing. As part of the budget planning process, a medium term strategy is been prepared for recovering the extra costs incurred in the early stages of modernisation through service efficiencies and full exercise of the freedoms and flexibilities accorded to the fire authority under the modernising agenda.   
Environment & Transport
16. Two significant variances and a committed withdrawal from reserves are reported below.

t) There is a predicted overspend on the Highways Management budget relating to the recent legal case law which now prevents Local Authorities recovering income from public utilities for certain delays in work on the Highways. In effect an income budget of £0.480m will not be received in 2004/5. This will have to be met from reserves. The longer term implications are being considered as part of the 2005/06 planning process.

u) It is anticipated that the former trading units of SHC and SFM will produce surpluses at outturn of £0.180m.

v) The spending plan at the second quarter includes commitments carried over from 2003/04 (£0.956m).

17. Taking account of the above adjustments and other minor variances, the forecast reduction of reserves is £1.281m, leaving a balance of £1.975m.

Resource Management

18. Changes from the first quarter are noted below.

w) Property – There will be additional spending of £0.100m on asbestos surveys for county farms.  This cost will be met from the carry forward reserve.

x) Costs of £0.125m, which have been delayed from last year, will be met from the saving brought forward in the carry forward reserve.

Chief Executive’s Unit

19. Changes from the first quarter are noted below.

y) The social inclusion budget for 2003/04 was underspent because of slippage in various projects.  The projects are continuing in 2004/05.  A withdrawal of £0.25m was reported in the last monitoring report, whilst a further £0.063m is being reported for these projects in this quarter.

z) An overspend of £0.072m on the Communications budget is now expected.  This is due to additional one-off costs relating to the re-organisation and strengthening of the Council’s Communication Service.

Locality Budgets

20. The locality budget for the year totals £1.545m (£1m budget for the current year plus £0.545m carried over from last year).  Of this, £0.440m had been spent or committed by 30 September, leaving an uncommitted balance of £1.105m.


Car Allowance Savings

21. A saving of £2m was included in the 2004/05 base budget in respect of changes to the car allowance scheme.  Some elements of this proposal are undergoing consultation.  New mileage rates have been introduced and some essential car allowances withdrawn.  The extent of these savings in 2004/05 is being evaluated.  Any shortfall on the £2m savings target will be met, firstly, from savings of £0.943m in the base budget because the allowance for pay awards was higher than turned out to be necessary and, secondly, from the contingency budget.

Strategic Partnership

22. The financial control arrangements for the Strategic Partnership are different from those of annual Service budgets.  The business case for the Strategic Partnership is based on a 10-year budget (not a 1-year budget, as is the case of normal Service revenue budgets).  The latest 10-year projection is the same as that approved by full Council in March 2004.


Corporate Regeneration Fund

23. The operation of the Corporate Regeneration Fund was approved by Executive Committee at its meeting on 9 April 2002 (Paper E02/35 refers).  The Fund provides a match funding pot to assist in gaining greater leverage from National and European funding sources. It will also provide a source for the locally derived finance that many of these external funding sources require.

24. The councillor panel, which vets applications, has approved 40 applications since the inception of the fund. These totalled £1.502m with the money being spent over a period of years.  The overall investment in these schemes will total £30.003m.

25. The councillor panel approved twelve applications at its meeting in October 2004.  These totalled £0.253m, with the money being spent over the next four years.  The overall investment in these schemes will total £9.166m.  Brief details of the applications are shown in Appendix C.

Trading Units

26. The table in Appendix B shows the updated forecasts at the end of the second quarter, which have not changed significantly since the original forecasts.


Capital Programme

27. The approved capital payments programme, summarised in Appendix D, has increased to £115.163 million mainly as a result of additional grants and contributions, the use of revenue funds, the purchase of Gipping Court and the purchase of properties financed by the Strategic Partnership.  Monitoring in the second quarter has identified a number of variances, the majority of which are delayed payments.  The main ones are reported below. 


Education

28. The following adjustments are reported:

aa) Two schools schemes will not now commence until June 2005, resulting in slippage of £0.125m.

ab) The minor works/AMP projects budget is expected to be underspent by £0.950m to ensure priority is given to other time-limited funding.

ac) Schools are allowed to carry forward their devolved formula capital allocations and around £6.5m is expected to be carried forward.

ad) The brought forward balance from last year is expected to be underspent by £2.114m because of changes in the flow of payments between years.

Social Care

29. A reassessment of the timing of capital payments in respect of the following schemes will mean that £0.5m of payments will need to be carried forward from this year into next.  The details are:

ae) A scheme at Denes High School for the provision of a community resource unit for people with learning disabilities will not now be on site until January 2005 (£0.25m).

af) A scheme at Ixworth Court to provide supported housing for younger people with dementia is not due to be completed until mid 2005 (£0.15m).

ag) Supported housing schemes (£0.1m).

Protection

30. The Office of the Deputy Prime Minister has placed a temporary restriction on fire services purchasing new appliances, which will result in an underspend of £0.500m from the renewals reserve.

Environment & Transport

31. The following adjustments to payments are reported:

ah) Delay in obtaining planning permission for a major waste scheme will result in £0.800m being carried forward to 2005/06.

ai) The Brandon Country Park scheme is linked to a lottery bid, the outcome of which will not be known until late 2004.  £0.100m will be carried forward.

aj) Some £0.325m of schemes being met from the On Street Parking Account are now planned for 2005/06.

ak) An acceleration of payments of £0.443m on the principal road network will partly offset the above delays in payments.

Resource Management

32. The following changes are reported:
al) A change of developer is being agreed for the Brandon healthy living centre and additional planning period required.  No expenditure on building works is likely during 2004/05, resulting in delays in payments  of £0.700m.

am) A reduction on capitalised building maintenance of £0.990m is anticipated.  This is simply a technical re-classification of payments from “Capital” to “Revenue” spending.

Capital Receipts

33. The 2004/05 budget assumes that usable capital receipts of £5 million will be achieved this year, in addition to those which will be used for re-provision schemes.  To date usable capital receipts of £3.2 million have been achieved.  It is currently anticipated that the target this year will be met, though a firm figure for receipts is always difficult to predict, especially as some are expected to result from conditional sale contracts.  Such contracts will maximise the receipts, but some control over timing will be lost.

RISK MANAGEMENT ISSUES

34. This paper represents a factual statement of the revenue and capital budget monitoring for 2004/05.  There are no decisions required. There are no matters arising which would change the risk assessment on budgets for 2004/05, as reported to full Council on 24 February (Paper CC04/03, Appendix F).

POLICY AND PERFORMANCE PLAN
35. This whole report relates to delivery of the actions in the Policy and Performance Plan 2004.

CONSULTATIONS

36. The 2004/05 revenue budget and capital programme were subject to consultation last year.

Sources of further information

a) Policy and Performance Plan 2004.

b) Executive Committee 10 August 2004 Paper E04/78 2004/05 “Budget Monitoring: Period to 30 June 2004”.
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REVENUE BUDGET MONITORING STATEMENT

SECOND QUARTER 2004/05

Controllable Budgets

2004/05

2004/05

Change

Net

Spending

for the 2nd

Budget

Plan

SERVICE

Quarter

£'000

£'000

£'000

£'000

£'000

£'000

259,492  

0  

259,492  

Education - Schools

0  

259,492  

0  

58,181  

0  

58,181  

Education - LEA

350  

55,973  

-450  

9,484  

0  

9,484  

Libraries & Heritage

136  

9,141  

136  

162,158  

-44  

162,114  

Social Care

300  

157,732  

-1,244  

22,152  

940  

23,092  

Protection

367  

23,071  

1,307  

49,395  

25  

49,420  

Environment and Transport

1,256  

50,038  

1,281  

16,438  

325  

16,763  

Resource Management

225  

6,742  

1,011  

4,970  

134  

5,104  

Chief Executive's Unit

135  

5,708  

556  

35,905  

149  

36,054  

Other Items

0  

33,810  

-1,351  

                          -

                          -

                          -

Strategic Partnership

17,714  

0  

                        

                        

                       

618,175  

1,529  

619,704  

TOTAL

2,769  

619,421  

1,246  

County fund adjustments

1,110  

Contribution to (-) /  Withdrawal from 

Services reservices

2,356  

-1,555  

1,555  

Contribution to (-) /  Withdrawal from 

County Fund

                        

                        

445  

616,620  

1,529  

621,259  

TOTAL USE OF RESERVES

2,801  

Contribution to 

(-) / Use of 

Carry Forward 

Reserves & 

County Fund

Forecast 

contribution to (-

) / use of Carry 

Forward 

Reserves & 

County Fund

Revised 

2004/05 

Spending Plan 

as at 30/09/2004
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TRADING UNITS SUMMARY

SECOND QUARTER 2004/05

Forecast at

Original Business Plan

first 

quarter

Gross

Surplus (-) /

Surplus (-) /

Gross

Surplus (-) /

Income

Expenditure

Deficit (+)

Deficit (+)

Trading Unit

Income

Expenditure

Deficit (+)

£'000

£'000

£'000  

£'000  

£'000

£'000

£'000

-3,200

3,200

0  

0

Caretaking and cleaning

-2,850

2,850

0

-2,538

2,516

-22  

-22

Grounds Maintenance

-2,593

2,573

-20

-13,640

13,482

-158  

-158

Catering

-13,707

13,612

-95

-1,033

1,008

-25  

-25

Suffolk Design and Print

-1,033

1,008

-25

-5,200

5,200

0  

0

Connexions Suffolk

-6,741

6,741

0

Outturn Forecast as at second quarter



APPENDIX C

CORPORATE REGENERATION FUND

The Corporate Regeneration Fund was approved by Executive Committee at its meeting on 9 April 2002 (Paper E02/35 refers).  The Fund provides a match funding pot to assist in gaining greater leverage from National and European funding sources. It will also provide a source of locally derived finance that many of these external funding sources require.

Twelve applications were approved at the October 2004 meeting and these applications will consume £253,300 of the Fund over the next four years.  

Details of the twelve projects agreed in October are listed below:

· Suffolk Public Service Agreement: Target 4 (£23,000)

Total Funding for the project - £65,100

· Images of Suffolk (£5,500)

Total Funding for the project – £37,500

· Lavenham Community Resource Centre (£25,000)

Total Funding for the project - £875,000

· Getting to the Bottom of Waste (£33,500)

Total Funding for the project - £214,541

· Offshore Renewables Centre (£50,000)

Total Funding for the project - £5,618,900

· Rainbow Day Nursery (£25,000)

Total Funding for the project - £801,401

· Butley Mills (£3,550)

Total Funding for the project - £33,130

· Suffolk Digital Cinema Network (£4,750)

Total Funding for the project - £55,585

· The Last Dance (£3,000)

Total Funding for the project - £59,637

· Halesworth Community Sports Project (£50,000)

Total Funding for the project - £798,671

· Denes High School Community Sports Centre (£15,000)

Total Funding for the project - £550,418

· Civil Renewal/Community Development & Leadership in Priory Heath (£15,000)

Total Funding for the project - £56,217

The next panel meeting will take place in January 2005 

APPENDIX D

CAPITAL PROGRAMME MONITORING STATEMENT 2004/05

PERIOD APRIL TO SEPTEMBER 2004

APPROVED PAYMENTS PROGRAMME

The approved programme of capital payments in 2004/05 is made up of:



£’000


The programme approved by the County Council in February 2004
76,998


Approved payments brought forward from 2003/04
22,041


Additional government support (credit approvals and grants)
4,071


Lower use of capital receipts and contributions
-12


Approved changes met from revenue resources 
1,592


Approved changes met from borrowing
 10,473


LATEST APPROVED CAPITAL PAYMENTS 2004/05
115,163





CAPITAL MONITORING


Latest Approved Capital

Payments

Programme
Forecast Outturn Variance at 



2nd Quarter


£’000
£’000

Education
58,876
-9,797

Libraries and Heritage
1,394
0

Social Care
5,127
-500

Protection
1,708
-493

Environment & Transport
31,886
-931

Resource Management
6,249
-1,690

Other Services
   9,923
       0


115,163
-13,411

� LINK Excel.Sheet.8 "C:\\WINNT\\Profiles\\ACCY\\Accountancy\\Accountancy Services\\Budgeting\\Budget Monitoring\\2004 - 2005\\Trading Units Summary 04-05.xls" "Qtr 2!R1C1:R26C15" \a \p �Error! Not a valid link.�
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