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1.0 SUMMARY

1.1. This paper details General Fund revenue spend for the current financial year 2006/07 based on the actual spend at the end of July and subsequent detailed discussions with Service Managers during August on likely forecasts for the year.

1.2. Based on the Summary appended to the report a net deficit of £978k is recorded compared with the budgeted deficit position of £69k.

1.3. Net spend by Services is showing an overspend of £974k, of which £750k relates to Education and Community Services. An explanation is provided below, but it should be stressed that management are actively working to bring this figure down, and past experience indicates that this will be achieved.

1.4. At this early stage it is reasonable to assume that improvements will be made on the position outlined above, and that by the year end the Council may be looking at a net deficit in the year of c£175k, which is much closer to the budgeted position.

2.0 RECOMMENDATIONS

2.1. The Committee is asked to note the current forecast position. 

3.0 BACKGROUND

3.1. This is the first report to members on the financial position this financial year. Forecasts will be reviewed and reported to Committee on a regular basis for the remainder of the year.

3.2. The attached summary of expenditure shows the revised estimate for the year, together with the forecast outturn spend and variance from revised estimate for the year.

4.0 EXPENDITURE 

4.1.
The attached summary of expenditure indicates that the Council spend for the year will amount to £91.274m, which is £672k more than the revised estimate for the year. This represents an overspend of 0.7% on spending plans. The significant areas of variance are explained in more detail below. 

4.2.
Corporate Development Services (adverse variance £75k)

As in previous years, Council Offices are again recording an overspend compared to budget – currently £80k. Utilities costs and property maintenance are the main areas.

4.3.
Services to People (adverse variance £855k)

4.3.1 Education and Community Services (adverse variance £750k)
There are a few areas which account for the majority of the overspend:

Supervisory assistants are £283k over budget. It is expected that this overspend will be reduced as staffing requirements are finalised for the new academic year and some staff will be funded from NPAF. It is difficult to do an accurate outturn until the new academic year is fully underway and pupil numbers/requirements are known.

SQA fees are forecast to be overspent by £68k. This area has historically been overspent, although last year a transfer of £50k was made from the DMR into this area.

The new booking system within Leisure Management has resulted in an overspend of £90k because there is no revenue budget for this.

Within Special Education there are overspends in the areas of Autistic Services (£39k) and Visually and Hearing impaired (£31k). Some of the overspend may be covered by funding from CCSF.

Another area of overspend is on Tulligarth which is predicted to be £61k over budget. Manual staff costs are forecast to be £36k over budget due to long-term sickness and the outturn for income is £26k less than budget.

Psychological Services are forecast to be overspent by £57k. This mainly arises because income has fallen behind projections. 

4.3.2
Social Services (adverse variance £59k)

Adult Care purchasing budget is likely to overspend by £150k. This is mainly due to budget cuts taking time to filter through the care system.

There is an underspend in staffing costs within Child Care of £110k due to staff vacancies. This has been offset by an overspend of £50k in the purchasing budget for residential/secure accommodation.

4.4.
Interest on Revenue Balances (favourable variance £259k)
The Councils positive cash position continues to generate increasing interest on balances held. The sum credited to General Fund now exceeds £1.3m.  

4.5.
Trading Operations (adverse variance £79k)

The target contribution to general fund from trading accounts surpluses, look at this stage to be short by £79k. However, past practice has shown that improvements in operating surpluses result as the year progresses.

4.6.
Loan Charges (favourable variance £101k)

The net capital borrowing requirement at the end of last financial year is c£4m less than anticipated at time of loan charge budget estimate. This has contributed to the reduction in loan charge costs in the current year.

5.0 INCOME

Expenditure is funded from two sources – Aggregate External Finance from the Scottish Executive together with Council Tax income. There is currently a shortfall in anticipated income of £306k, which is attributable to Council Tax.

5.1.
Council Tax (adverse variance £306k)

The budgeted Council Tax income excludes the 1% increase of c£194k earmarked for the Schools PPP for monitoring purposes.

In preparing the budget, the council tax base was significantly increased in line with considerable house building in the county. At this stage the anticipated additional income is not being achieved. It may be that one flaw in the assumptions made relates to all new properties paying 100% of the charge right away. In most circumstances there is an initial exemption period, and 35% of properties also end up with an exemption.

Revenue Services are currently doing more work in this area to confirm underlying reason for shortfall.  

6.0
RESERVE POSITION


Based on the current probable outturn spend for the year, adjusted for expected improvements, the anticipated reserve position at the year end will be as follows:

· General Fund Reserve at 1st April (excl. DSM element)
£4.058m

· Projected deficit for current year per summary
(£0.978m)
Anticipated improvement by year-end
   0.803m
(£0.175m)
Total








£3.883m

· Less est. cost this year of schools professional advisers
(£0.500m)
Estimated Revenue Reserve 31st March 2007

£3.383m


The above figures do not take account of Equal Pay claims. At present, payments of c£850k have been processed. We are currently in discussions with our auditors as to whether this should be accounted for in 2005/06 final audited accounts. This will be clear by the time the next monitoring report is prepared.

7.0 
CONCLUSIONS

7.1.
This report has explained the current expenditure position within the General Fund. A number of potential overspend factors have been identified at this early stage, some of which are expected to be reduced, or compensatory savings found before the year end.

7.2.
However, once all equal pay claims are agreed and processed it should be noted that the estimated revenue reserve would fall below the approved minimum working balance. 

8.0
IMPLICATIONS FOR THE COUNCIL

8.1.
Financial implications:
Decrease in General Fund revenue reserve

8.2.
Staff implications:


8.3.
Strategic aims:

	Create strong, active, safe and caring communities
	 MACROBUTTON CheckIt (

	Achieve local economic prosperity and stability
	 MACROBUTTON CheckIt (

	Make the most of Clackmannanshire's unique built and natural environment


	 MACROBUTTON CheckIt (

	Develop a culture of personal achievement where everyone is valued


	 MACROBUTTON CheckIt (

	Improve the health of the people of Clackmannanshire
	 MACROBUTTON CheckIt (

	Represent and promote the interests of all of the people of Clackmannanshire


	 MACROBUTTON CheckIt (

	Ensure that the people of Clackmannanshire receive the highest quality services for the public pound
	X
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