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1.0 SUMMARY

1.1. This paper details the final General Fund revenue spend position for the financial year 2007/08. The figures agree with the Income and Expenditure Account and associated Statement of Movement on General Fund Balance contained within the draft accounts which are being presented to Council for approval.  

1.2. At the March meeting of the Scrutiny Committee it was predicted that the un-earmarked reserve at the year-end would be £661k. The figure achieved is £810k per the draft accounts.
1.3. The Council recorded a surplus for the year of £1.406m, which when added to the opening balance gives a General Reserve figure of £5.164m as at 31st March 2008. This is considerably different from the position previously forecast, when a deficit for the year of £948k was expected. The reason for this is broadly down to unutilised earmarked funds:

· Education devolved budgets were underspent by £833k and this sum is returned to schools to be spent in future years
· Aggregate External Finance includes a sum of £1.148m which represents various funding streams, some of which were brought forward from previous years, but still remain unspent at the year end. These are detailed in section 4.2 of the report.
1.4. The earmarked portion of our General Fund reserve as at 31st March 2008 now stands at £4.354m compared to £2.149m as previously reported. The detailed breakdown of this figure is shown in section 6 of this report. 

2.0 RECOMMENDATIONS

2.1. The Committee is asked to note the draft final position for financial year 2007/08. 

3.0 EXPENDITURE
3.1. The attached summary of expenditure shows that the final Council spend for the year amounted to £94.248m which was £545k greater than the revised estimate, and represents an overspend of 0.6%.

3.2. The summary records the position following the full allocation of Support Services (ie Chief Executive Service and Corporate Development Service) to other service areas of the Council. The following paragraphs highlight the significant variances in spend within each Council Service including the Support Services. In the case of the other services, the variances are explained excluding support service allocations.

3.3. Chief Executive Services (adverse variance £231k) 
Members salaries, on-costs and expenses were £116k in excess of budget provision. Details of the applicable salary scheme were only provided to Councils after the budget was approved.
The final overspend on the May 2007 election was £114k. A budget of £70k was approved by Council in 2006/07 for preparation costs, but was not used. This sum should have been earmarked within reserves to be applied towards costs in 2007/08.

3.4 Corporate Development Services (adverse variance £174k) 
There was an overspend of £50k on property maintenance and utilities within the Council headquarter buildings. A further £23k unbudgeted expenditure  was incurred on architects fees in respect of general design work and advice.
Sheriff Officer commission payments exceeded budget provision by £54k. The payments were particularly high this year following a re-assessment of the applicable commission rates on recovery of council tax.

Job evaluation costs of £46k were incurred which were unbudgeted.

3.5 Services to People (favourable variance £76k)
This Service accounts for 82% of the Councils revised estimated expenditure. The favourable variance represents a movement of only 0.1% on a budget of c£77m. Nevertheless there are sizeable variances within individual elements of the Service which are broadly compensatory. These are noted below.  

3.5.1
Education and Community Services (favourable variance £1,069k)

Education and Community Services expenditure records an underspend of £1.1m, but this figure included additional income of £203k allocated to Tourism (see 4.4 below). Therefore the underlying favourable variance is actually £866k. The significant factors contributing to this position are detailed as follows:

· As previously reported, the centrally held budget for payments to educational establishments was underspent by £177k. This reflected additional funding received in the year plus a lower than budgeted level of expenditure due to closure of a private nursery.

· Area Management Board earmarked budget of £300k was brought forward from the previous year, but only £24k has been spent.

· Teachers flexibility has a credit variance of £267k which was higher than originally anticipated due to certain costs of new teachers being allocated against NPAF funding.

· The rates budgets covering Primary and Secondary schools show an underspend of £175k due to revaluation adjustments during the year.

3.5.2
Education Devolved (favourable variance £833k)


An underspend on budgets devolved to schools of £833k has arisen. In line with the scheme of devolved management, this sum will be returned to the earmarked DMR element of General Reserve for use in 2008/09.
3.5.3 Residential Schools etc (adverse variance £1,163k)
This overspend is associated with children being educated by other councils, education being provided at specialist schools or those who are being accommodated in Secure Units. This major adverse position has been reported throughout the year.
3.5.4 Social Services (adverse variance £930k)
As reported throughout the year, the main area of overspend is within Child Care which accounts for £855k of the adverse position. The foster care budget is overspent by £733k due to the need to use private foster firms which are costing up to four times the cost of our own foster carers. There are also unbudgeted agency staffing costs incurred of £238k
3.5.5 General Fund Housing (favourable variance £266k)

A reduction in net costs of Housing Benefits payments has produced a saving of £233k following completion of the final subsidy claim. This is due to less use of Bed & Breakfast accommodation and a higher recovery of housing benefit overpayments.  

3.6 Development and Environmental Services (adverse variance £289k)

The final position within this service includes a year-end additional allocation of tourism costs from Education & Community Services of £203k. Thus the underlying adverse variance is only £86k.

The main area of overspend is within Waste Management as previously reported, with the final outturn being £253k in excess of budget. The payments to ACE for the kerbside collection scheme is £122k over budget due to increased activity. There is also an overspend of £108k attributable to unachievable savings from the 2006/07 savings package.

The above overspend has been offset by savings elsewhere in the Service. Grant income in respect of Landlord Registration has exceeded costs by £49k. One-off additional income was received of £41k within car parks in respect of Shillinghill backdated rental. Building Standards fee income is higher than budget by £123k due to timing of PPP income, which had been budgeted to be received in 2006/07
3.7 
Equal Pay (unbudgeted expenditure £405k)

Compensatory payments were made to groups of employees in catering, cleaning and homecare in 2005/06. When finalising the Council’s accounts for 2006/07 a further full year provision was made in respect of these employees pending the introduction of Single Status.  As Single Status is not now expected to be introduced until sometime during the current financial year, it is prudent to allow for a further £405k in the provision as at 31st March 2008 to cover ongoing Equal Pay costs up to the date of implementation.

3.8
Single Status (favourable variance £800k)

Further to the above reference under Equal Pay, although a budget provision of £800k was included for Single Status costs, this has not been required this year, since Single Status implementation will now be concluded in 2008/09. However, in accordance with last years practice, this sum will require to be earmarked within reserves at the end of the year, and added to the sum of £400k already included in reserves at 31st March 2007, bringing the total earmarked sum to £1.2m.


Notwithstanding the above, we are fast approaching concluding agreement on the introduction of Single Status. This will create a present obligation event for the liability (ie the Council will have a binding obligation to incur the additional cost of introduction). In these circumstances the estimated full costs of the single status implementation will require to be quantified, and the accounts will need to be re-stated accordingly. This will have a material impact on the reported results for 2007/08, but at this stage in the draft account process we are still unable to quantify the figure. 
3.9   
Interest on Revenue Balances (adverse variance £696k)

Loan Charges (favourable variance £718k)

These two items are closely linked. Interest received in respect of accumulated revenue balances are actually funded from our loans pool and thus feature within the loan charges figure. Therefore fluctuations in revenue balances tend to have a compensatory effect within loan charges which is demonstrated in the above favourable and adverse variations, resulting in a net favourable position of £22k.

4.0 INCOME
4.1 
Income to fund the Council revenue is received from two sources, namely grant funding from the Scottish Government thorough the receipt of Aggregate External Finance, and Council Tax income. Collectively, in 2007/08, income is £1.614m more than estimated. This is explained in following paragraphs 

4.2 
Aggregate External Finance (favourable variance £1,217k)

The funding from Scottish Government records a considerable excess beyond budgeted sum. This is in the main due to sums brought forward from 2006/07 of £1.016m which were ring-fenced for specific areas of spend. It should be noted however, that these areas together with some new funding strands remain unspent at the year-end, and therefore will be earmarked within reserves for spending in the current financial year. These amount to £1,148k, made up of the following, and for information the sum brought forward at start of year is also shown:

2007/08

2006/07








    b/f


· Anti-social Behaviour
  £73k

 £87k
· MGF2 and MGF3

£619k

£759k
· MGF (Valuation Board)
£100k

· Working for Families
£137k

£112k
· Diagnostic Study

£150k

· Adult Literacy & Numeracy  £69k 

 £58k
4.3
Council Tax (favourable variance £398k)

Council tax income exceeded budget provision by £162k due to a higher number of properties than estimated from house building in the county. 


A detailed review of the level of provision carried for each individual council tax year, has resulted in a net reduction in the level of bad debt provision of £236k. 

5.0
RESERVE POSITION.

5.1
The Council’s reserve position at the year end based on these draft figures is as follows:

· General Fund Reserve at 1st April




 £3.758m

· Surplus for current year per summary



 £1.406m
Revenue Reserve 31st March 2008



 £5.164m


The above position is a welcome increase in the Council’s working balance, but when account is taken of the substantial sums earmarked for specific purposes to be spent in 2008/09 and future years, the un-earmarked position is less healthy. The earmarked sums are namely:

· Devolved Management Reserve




£0.916m

· Area Management Boards





£0.188m

· Schools PPP







£0.598m

· Service Improvement Contract (SIMCO) Agreement

£0.475m

· Single Status
implementation




£1.200m

· RSG funding strands (as detailed at paragraph 4.2)

£1.148m

· Funding approved by Council for Rail Link opening

£0.020m

· less Adult Care carry-forward scheme balance

          (£0.191m)



Total







£4.354m
Thus the effective un-earmarked proportion of General Reserve would actually be £810k, compared to the Councils current recommended minimum balance of £1.8m.

5.2
The Councils budget for 2008/09 which was approved in March, agreed a transfer of £412k from earmarked Area Management Boards and added a contribution of £1.063m to reserves.


The Area Management Board adjustment has been reflected in the above figures, and once the contribution to reserves is fully transferred in 2008/09 the Council will have restored its unearmarked position closer to the recommended minimum balance. 

6.0 
CONCLUSIONS

6.1  
This report has explained the draft outturn position within the General Fund. It has highlighted that a surplus of £1.406m was achieved in the year bringing the cumulative reserve position at the year end to £5.164m. This is an encouraging outcome for the year given the particularly difficult spending pressures the Council has faced within Residential Schools and Fostering that have been reported throughout the year and are highlighted within this report.
6.2
It is noted that the unearmarked portion of the reserve is only £810k. This is an improvement on the last forecast of £661k but remains short of the Councils recommended level of £1.8m. However the action taken by Council on its 2008/09 budget deliberations will restore this position.
7.0      SUSTAINABILITY IMPLICATIONS

N/A

8.0       FINANCIAL IMPLICATIONS

8.1 Increase in Council reserves of £1.406m, bringing cumulative reserve at 31st March 2008 to £5.164m. 

8.2
Declarations
(1)
The recommendations contained within this report support or implement Corporate Priorities, Council Policies and/or the Community Plan:

·      Corporate Priorities (Key Themes) (Please tick  MACROBUTTON UncheckIt ()
Achieving Potential





 MACROBUTTON CheckIt (
Maximising Quality of Life





 MACROBUTTON CheckIt (
Securing Prosperity





 MACROBUTTON CheckIt (
Enhancing the Environment





 MACROBUTTON CheckIt (
Maintaining an Effective Organisation




√
· Council Policies  (Please detail)

· Community Plan (Themes) (Please tick  MACROBUTTON UncheckIt ()

Community Safety     





 MACROBUTTON CheckIt (
Economic Development





 MACROBUTTON CheckIt (
Environment and Sustainability





 MACROBUTTON CheckIt (
Health Improvement





 MACROBUTTON CheckIt (
(2)
In adopting the recommendations contained in this report, 

 MACROBUTTON CheckIt (
the Council is acting within its legal powers. (Please tick  MACROBUTTON UncheckIt ()

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

                                                

Head of Finance
                                                       

Director of Corporate Development
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