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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 December and subsequent detailed discussions with Service Managers during January on likely outturns for the year.

1.2. Based on the Summary appended to the report a net deficit of £391k is recorded compared with the budgeted deficit position of £69k. This is an improvement of £449k on the position reported last month, but is almost entirely due to the provision of £400k for single status not being required this year due to a delay in implementation date. Whilst this improves the in-year position, the sum of £400k will need to remain earmarked within reserves to be applied in 2007/08.

1.3. Net spend by Services is showing an overspend of £554k. An explanation is provided below.

1.4. As in previous years, Service overspends are being compensated to a degree by savings generated elsewhere, particularly Interest received on Revenue Balances.

1.5. It remains the case that there are some expenditure pressures arising this year which are outwith our direct control, and are going to be difficult to contain within Service budgets. Nevertheless, managers continue to actively work to bring the overspend down before the end of the year, and based on previous year trends it is anticipated that the current net deficit of £391k will be eliminated and a small surplus of c100k achieved this year.

2.0 RECOMMENDATIONS

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

3.0 BACKGROUND

3.1. This is the fourth report to members on the financial position this financial year. A final forecast based on the February position will be presented to the April meeting of this Committee.

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 NET COST OF SERVICES 

4.1
The attached summary of General Fund Revenue Expenditure indicates that the Council spend on Net Cost of Services for the year will amount to £91.748m, which is £554k more than the revised estimate for the year. This represents an overspend of 0.6% on spending plans. 

4.2
In summary this overspend is attributable to Services to People (£978k) less the carry forward of Single Status provision (£400k). The variations in other Services more or less cancel themselves out.

The following table records the movements in forecasts to date:
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	Chief Executive Services
	
	
	0
	19
	21
	31
	 

	Corporate Development Services
	
	69
	92
	96
	75
	 

	Services to People
	
	
	978
	1,006
	903
	855
	 

	Development and Environmental Services
	(63)
	(73)
	20
	9
	 

	Other Operating Costs
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	554
	1,004
	1,044
	974
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 



The significant areas of variance within the various elements of Services to People are explained in more detail below.

4.3
Services to People (adverse variance £978k)

4.3.1
Education and Community Services (adverse variance £138k)
This area again records an improvement and the predicted overspend has been reduced from the £213k previously forecast. The Education sector is now effectively predicted to be on budget, and the remaining overspend can be attributed to Sports and Leisure.

In particular, Tulligarth is forecast to overspend by £55k reflecting higher than budgeted manual staff costs due to long term sickness cover. In addition, income is forecast to be £30k below budget due to lower than anticipated price increases and increased discounts to under sixteen’s.

4.3.2 Residential Schools (adverse variance £345k)

There is little change in the position reported last month. The anticipated overspend of £345k is associated with extra costs of children in Residential Schools. This year has been particularly hard with two children being placed in secure accommodation while on remand and another one in a secure unit at £579 per day. 

4.3.3 Social Services (adverse variance £399k)

The main areas of overspend are the Adult Care purchasing budget and Homecare. The purchasing budget is likely to overspend by £250k, mostly due to budget cuts taking time to filter through the care system. An overspend of £260k has been incurred within Homecare due to redundancy and strain payment costs. 

5.0 OTHER INCOME AND EXPENDITURE

The areas of income and expenditure outwith direct Service expenditure continue to make a contribution towards reducing the overall Council deficit position. Collectively a positive variance of £232k is expected to be achieved.

Interest received on Revenue Balances is the principal factor. The Councils positive cash position continues to generate increasing interest on balances held, and anticipated income from this source this year is £1.8m, an excess of over £700k on the budgeted sum.

Conversely, our income from Council Tax is expected to be £349k below budget as explained in previous budget monitoring reports. In addition, loan charges attributable to our capital programme are forecast to be £124k above budget provision.  

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. earmarked elements)

£2.623m

· Projected deficit for current year per summary
(£0.391m)


Anticipated improvement by year-end
   0.491m

£0.100m
Total








£2.723m

· Less Single Status provision earmarked for use in 2007/08

(£0.400m)

· Less est. cost this year of schools PPP development


(£0.750m)
Estimated Revenue Reserve 31st March 2007 (un-earmarked)

£1.573m

The estimated reserve balance of £1.573m at the year-end excludes portions earmarked for Devolved Schools, SIMCO and Single Status. This a reduction of £75k on the position reported last month due to further costs incurred on PPP development. 

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 stage, some of which will be difficult to reduce. However it remains the case that some compensatory savings are expected to be found before the year-end.

7.2
It should be noted that the estimated useable revenue reserve at the end of this year is predicted to be £1.6m, which is significantly below the Councils current recommended minimum working balance of c£3m. 

8.0 SUSTAINABLITY IMPLICATIONS

N/A

9.0 
FINANCIAL IMPLICATIONS 

9.1 Decrease in General Fund revenue reserve.

9.2 Declarations

	1. The recommendations contained within this report support or implement Corporate Priorities, Council policies and/or the Community Plan:
	Reference

	
Corporate Priorities   
	5.4

	
Council Policies
	

	
Community Plan
	

	2. In adopting the recommendations contained in this report the Council is acting within its legal powers. 
	(

	3. The full financial implications of the recommendations contained in this report are set out in the report.  This includes a reference to full life cycle costs where appropriate.
	(


                                                        

Head of Finance

                                                       

Director of Corporate Development
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