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2003/04 BUDGET MONITORING:  Period to 31 december 2003

ACTION RECOMMENDED

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

BRIEF Summary OF REPORT

2. The monitoring of budgets to 31 December 2003 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 Education trading units has not changed from the second quarter’s report, but Suffolk Design and Print, Suffolk Employment Agency and Suffolk Connexions are all expecting a more favourable outturn.

c) Capital receipts for the year are projected to be lower than the target, but the shortfall should be made good in the early part of next year.  Capital payments are now expected to be £14.506m (13.6%) below the approved programme.

d) The uncommitted balance on locality budgets is £0.834m as at 27 January.

e) The Corporate Regeneration Fund councillor panel has not met since the last monitoring report.  The next meeting was scheduled for 23 February, too late to include in this report.

reason for recommendation

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

Alternative Options

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

AIMS AND OBJECTIVES

5. This is the third quarterly budget monitoring report for the financial year 2003/04.  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

6. Several services are reporting variances for the quarter ended 31 December 2003.  All variances will be managed within the council’s financial policies.  A summary of services’ revenue budgets, comparing the original budgets with the latest forecast, is shown in Appendix A.

Education

7. At this stage of the financial year it is possible to identify a number of areas of the service where variations from the budget are likely. These are: -

8. Home to school/college transport

Previous monitoring reports had identified a likely overspend of at least £1 million. The latest assessment would suggest a total overspend of £1.4 million should be expected. Approximately £0.4 million results from the greater number of school days falling within this financial year. The budget provision is maintained for 190 days and variations from this result in contributions to or charges against the service reserves.

9. SEN

The second quarterly monitoring reported overspends of some £0.5 million and that this could be offset by savings amounting to £0.4 million. Continued tight management and scrutiny within the area has improved the position and it is now projected that a balanced outturn can be achieved.

10. Criminal Records Bureau (CRB) Charges

It is envisaged that the full implications of the increased charges are not likely to impact until next year. 

11. Community Education

A small overspend of around £0.05m could occur mainly as a result of costs associated with the establishment and running of rural learning centres and the difficulty of meeting income targets. 

12. Early Years

Early assessment of the payments to private providers in respect of three year olds for the Spring Term suggests an underspend of around £0.9 million.  This appears to result partly from slightly lower numbers than anticipated but mainly because significant numbers of parents are choosing not to access the full number of sessions available.

13. Other Items

The projection in respect of Teachers Premature Retirements (£0.1m), remains unchanged. However, it is now anticipated that savings of at least £0.15m will result from staff vacancies and other minor variations from budget.

14. The revised net overspend amounts to £0.5 million, which represents a potential withdrawal from the education service reserve leaving a balance of approximately £1.95 million. However it is possible that the final pupil number count will provide some further offsetting savings in the final quarter of the year.

Libraries & Heritage

15. The third quarter's budget monitoring exercise indicates that spending is in line with budgets.

Social Care

16. In the second quarter’s monitoring report, the forecast under-commitment in respect of the children and families’ budget was £1.0m. At that time, it was deemed prudent to reinvest immediately only a proportion of this (£0.140m in 2003/04 and £0.437m in a full year) on additional care management and assessment capacity, until there was greater certainty that placement numbers had stabilised and a balanced budget could be sustained.

17. The under-commitment has since been reassessed at £1.2m, as a result of a continuation of tight budget management, particularly in respect of purchased residential placements and team purchasing.  Social Care now have sufficient confidence that the favourable trend will continue, to plan to reinvest the remainder of the savings next year, on foster care and adoption services.

18. All other areas of the social care budget are currently predicted to be in balance at the year end, although there is the potential for an under-commitment in the use of a non ring-fenced specific government grant.  This was made available in October of last year to compensate local authorities for the withdrawal of the residential allowance to people in residential/nursing homes and the consequential loss of income.  A very provisional estimate is £0.3m which, if confirmed, would increase the Social Care carry forward reserve.
Environment & Transport

19. Further to the second quarter monitoring, present indications are that the expected increase included in the budget for quantities of waste for disposal will not materialise which could result in a further underspend of £0.250m.  

20. The balance of the unallocated inflation allowance of £0.250m may not be spent in 2003/2004, as it is being held back to fund savings to be made in 2004/05. 
21. The financial position of the three former trading organisations is better than forecast and a contribution to reserves of £0.121m is expected.

22. Overall these variances will result in a contribution of £0.621m to reserves.

Protection

23. Overspendings of £0.244m are predicted on operational activity and pension payments.  These will be met from Protection’s reserves.

Resource Management 

24. ICT Strategy

The second quarter report noted that the ICT Strategy monies would all be committed in the current year.  This is still the position, but up to £0.450m of this is not expected to be spent by 31 March.  Any underspending will be carried forward to clear these commitments in 2004/05.

25.   Human Resources

Staff vacancies and other minor savings are expected to reduce the previously reported overspending by £0.090m, to £0.050m.

26.   Other Services

Staff vacancies and additional income will allow £0.049m to be added to reserves.

Chief Executive’s Unit

25. The Youth Offending Service has plans for one-off investment on projects, to be financed from the previously reported underspend for this year (£0.128m) and £0.144m brought  forward from previous years.

26. There is likely to be an underspend of £0.029m on the budget for one-off grants.  Other minor changes account for a saving of £0.009m.
Social Inclusion – Children’s Fund
27. The Children’s Fund is a programme of grant aid to voluntary bodies to undertake projects to combat social exclusion among young people. The County Council acts as the accounting body for the programme in Suffolk, which means that the Council is responsible for administering the grants and monitoring the activities undertaken by voluntary bodies under the programme. The programme has been supervised temporarily by the Director of Social Care, although for budgetary purposes it sits within the Chief Executive’s budget.

28. The County Council is required to submit returns to the Department for Education and Science, and grants made under the programme are subject to external audit. The external audit of the Children’s Fund grant claim for 2002/03 resulted in a reduction in grant of £381,000. The original grant claim had been completed on the basis of payments of grant by the County Council to agreed children’s fund projects, as opposed to the actual expenditure incurred on the projects by the grant-aided bodies. Following discussions between the auditors and the County Council, the grant claim was re-submitted on the basis of expenditure actually incurred and the grant was reduced accordingly. 

29. Following discussions with Go-East aimed at avoiding the loss of grant, the DFES has agreed to an increase in the grant allocation to Suffolk for 2003/04, to fund the balance of expenditure on these schemes this year. The 2003/04 grant allocation has been increased by £78,000, which represents the net additional grant that is required after allowing for the underspending on the Children’s Fund projects which were approved for 2003/04. In effect, this means there is no loss falling on the County Council in respect of the over commitment from the previous year.  New grant conditions are now in place.  The financial arrangements for the funding of projects now provides for any sums which have not been spent by projects to be recovered by the County Council, to ensure that the County Council does not commit sums in future on projects without the funding being secured in advance.

30. The grant allocation for Children’s Fund for 2004/05 has been reduced by 15% (£260,000) following a national reassessment of the Fund. The implications of this for the Suffolk Children’s fund programme are currently being assessed.

Locality Budgets

31. The locality budget for the year totals £1.559m (£1m budget for the current year plus £0.559m carried over from last year).  Of this only £0.725m has been spent or committed by 27 January leaving an uncommitted balance of £0.834m (£0.157m relates to last year and £0.677m to this year).  Any 2002/03 budgets which are uncommitted at 31 March 2004 will be clawed back. 

Trading Units

32. The table in Appendix B compares the original forecasts with the updated forecasts at the end of the third quarter.  Apart from Suffolk Design & Print (SD&P), Suffolk Employment Agency (SEA) and Connexions, the forecasts are unchanged from the second quarter.  

33. SEA is now expected to produce a surplus of £0.05m by the year end.

34. Income for SD&P for the 3rd quarter is more than 8% up on original forecast. Expenditure increased at a lower rate (5%).  The result is a higher (£0.025m) than planned surplus for the nine months.  The end of year forecast has been revised  to reflect this upward trend in turnover and income and expenditure predictions for the final quarter.  A surplus of £0.053m, compared to the business plan expectation of £0.025m, is now predicted.

35. The salaries for Connexions are currently below budget with a potential for a year end underspend of £150,000, which will be added to its reserves.

Capital Programme

36. The approved capital payments programme, summarised in Appendix D, has increased to £106.5 million as a result of additional funding for the current year’s programme (£1.0 million).  Monitoring in the third quarter has identified additional projected underspendings of £4.538m from the position reported at the end of the second quarter.  The projected total underspend for the year (£14.506m) is 13.6% of the approved capital payments.  The significant further variances are reported below.

Education

37. To provide flexibility in the management of capital programmes, the Department for Education and Skills (DfES) allows some of the capital grants to be carried forward into the following year.  Further use will be made of this flexibility to carry forward additional payments totaling £0.199m into 2004/05.  Similar considerations apply to the Asset Management Plan sufficiency programme and an additional £1.556m of payments will be deferred until 2004/05.  This will allow efforts to be concentrated on using funding which must be spent in 2003/04.  It is also estimated that £0.180m of the payments on the community education programme will now fall in next year.
Social Care

38. Many of the schemes within the 2003/04 social care capital programme have been subject to detailed discussions and planning with local communities and Primary Care Trusts.  This has impacted upon the start date for the works to commence.  As a result, payments to the value of £0.75m, that were expected to be made in 2003/04, will now be deferred until 2004/05.  These relate to the special needs unit at The Dell, the Marguerite Jeffries workshop, other learning disability day centre schemes, the new equipment store at Beccles and various minor work projects.

Environment & Transport

39. At the second quarter, it was reported that payments for the Martlesham Park & Ride project were expected to exceed the approved capital allocation by £0.354m and that a supplementary bid was being made in our Local Transport Plan submission for 2004/05.  This resulted in an allocation of £0.200m.  Cumulative spending on the Lowestoft and Stowmarket major schemes, which will be funded when the schemes get the go ahead from the Department of Transport, is now expected to be £0.155m lower at £0.655m.  The cumulative net overspend reduces by £0.380m to £0.468m.

40. A further £0.243m of the allocated spending on household waste site improvements will now be deferred to next year.  Ecology and planning problems have delayed the start of work on the Bury St Edmunds recycling centre until 2004/05 (£0.200m) and also one district is unlikely to begin work on its contribution to the waste recycling strategy work until next year (£0.400m).

Resource Management
41. At the second quarter, it was reported that the implementation of the ICT Strategy was back on track.  Although the capital budget is fully committed, it is now estimated that £0.500m of payments will fall in 2004/05.  This represents slippage of £0.412m compared with the previous forecast.

Capital Receipts

42. The spending plans for the current year assume capital receipts of £5.5 million will be achieved this year, in addition to those which will be used for reprovision schemes.  At the end of the quarter, capital receipts of £0.581m have been achieved.  Sales have been agreed to generate another £2.166m and properties expected to yield £2.304m are currently on the market.  There is a high expectation that approximately £2.500m of these amounts will be received by the end of the financial year.  Further properties, valued at £3.500m, are available for sale but it is unlikely that any of these could be realised by the year end.  Therefore, it is currently anticipated that this year’s target will not be met, though the shortfall should be largely made good in the early part of 2004/05. The precise timing for delivery of receipts is always difficult to predict, especially as some are expected to result from conditional sale. 

RISK MANAGEMENT ISSUES

43. The risk assessment of budgets is a balanced judgement between:

· the potential financial impact (taking into account materiality) and

· the likelihood of something going wrong (taking into account mitigation strategies, control procedures, contingencies and reserves).

44. The monitoring of budgets to date indicates that variances are being managed within the council’s financial policy framework in the Scheme of Resource Management.

POLICY AND PERFORMANCE PLAN
45. This whole report relates to delivery of the actions in the Policy and Performance Plan 2003.

CONSULTATIONS

46. The 2003/04 revenue budget and capital programme were subject to consultation last year.

Sources of further information

a) Policy and Performance Plan 2003 
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