Agenda Item 7

TO:

Policy and Finance Committee

FROM:
Treasurer to the Fire Authority 

DATE:
26 June 2008

FINAL ACCOUNTS 2007/08 & TREASURY MANAGEMENT STATEMENT

1.
Purpose

1.1
To approve the proposed carry forwards, the Final Accounts (Appendix 2), the Treasury Management Statement (Appendix 3) and the backward looking Annual Efficiency Statement (Appendix 4) of the Fire Authority for 2007/08.

2.
Recommendations

2.1 The Policy and Finance Committee is asked to:

a) Approve the carry forwards and proposal for use of underspend;

b) Approve the 2007/08 Final Accounts;

c) Approve the backward looking Annual Efficiency Statement for 2007/08; and,

d) Note the Treasury Management Statement.

3.
Risk Assessment

3.1
Economic.  The carry forwards and maintenance of adequate reserves will ensure that the Authority can continue with previously agreed schemes without impacting on current year budgets and respond to unforeseen pressures, if required.

4.
Background

4.1
In accordance with the requirements of the Accounts and Audit Regulations 2003, a formal set of accounts must be prepared and approved by the Fire Authority (or a Committee with the appropriate delegated powers) by 30 June 2006.

4.2
The budget for 2007/08 was approved at the Fire Authority meeting on 15 February 2007.  The total budget was set at £26.256m, with a total precept of £13.862m.
4.3
At its meeting on 21 June 2007 the Policy and Finance Committee approved a revenue carry forward of £909k from 2006/07.  At year-end, £1,132k has been applied to the budget to fund schemes that had been completed.  All of the 2006/07 carry forward has been applied with the remaining £221k relating to carry forward amounts from 2005/06.

4.4
New Burdens funding relating to the Fire Control project has been allocated to the Authority in the form of an earmarked grant.  The additional funding meant that including carry forwards, the net budget for 2007/08 was £27.663m.
5.
Final Revenue Outturn Position

5.1
Overall, at year-end, the budget was 5.09% underspent.  This underspend is prior to any application of carry forwards, transfer of ringfenced grants and committed expenditure.

5.2
Employee costs ended the financial year slightly underspent owing to training expenditure being less than that forecast.  A new training strategy has been developed and will be actioned throughout 2008/09.  The outstanding underspend will be used to pump prime some of the outstanding one-off projects throughout the next financial year.

5.3
Although property budgets appear underspent, large projects were committed prior to the year-end.  These projects result in the property budgets being fully committed at the year-end.

5.4
Supplies and services is where all ringfenced grants and funding for the new aerial pumps is budgeted.  Of the underspend, £707k will be carried forward to fund the appliances and future projects funded by grant income.  

6.
Results for the year

6.1
The final outturn position on the revenue budget, after application of carry forwards and transfers to earmarked reserves, is better than that reported to the Fire Authority in May, with expenditure matching budget at year-end.  A simple summary of the final outturn is shown below, further details (in normal budgetary control format) are set out in Appendix 1.

	Budget Area
	Under (-) / Over (+)

	
	  £000
	%

	Controllable expenditure/income
	-1,475
	-6.13

	Operational Fire Budget
	+68
	+1.89

	
	-1,407
	-5.09

	Transferred to (-)/Financed from (+)
	
	

	
	
	

	Ringfenced Carry Forwards (CARPs/Grants)
	-707
	

	Delegated Budgets Carried Forward
	-691
	

	Corporate Carry Forwards
	-10
	

	Overspend from General Reserve
	+1
	

	
	
	

	
	-1,407
	


6.2
The underspend is calculated after allowing for the carry forward of £1,408k (as budget).  The carry forwards are required for:

· the transfer of £332k underspending on the current scheme of Local Financial Management to the new financial year for Goods and Services that were ordered in the old financial year but were not delivered or provided by 31st March;

· the transfer of underspending on training to pump prime the introduction of a new training strategy during 2008/09 (£121k);

· fund media and communication expenditure relating to initiatives started in 2007/08, but not fully implemented by the financial year end (£22k);

· Community safety initiatives such as Child Whispering and Stopwatch Theatre (£110k);

· Performance pay attributable to 2007/08 performance (£10k);

· District/Corporate carry forward in accordance with delegated carry forward scheme (£106k);

· Ringfenced CARPs funding (£500k); and,

· Carry forward of specific CLG grants (£207k);

7.
Reserves

7.1
A summary of movements in reserves is shown in the tables below.  The useable general reserve is £1,763k.

	General Reserve
	Para
	£000

	Balance at 1 April 2007
	
	3,290

	
	Carry Forwards applied from 2004/05
	
	-140

	
	Carry Forwards applied from 2005/06

Carry Forwards applied from 2006/07
	
	-178

-815

	
	Carry Forwards from 2007/08
	
	908

	
	
	
	

	
	
	
	

	Actual Balance at 31 March 2008
	
	3,065

	
	
	
	

	
	Carry Forwards from 2007/08 to be applied
	6.2
	-908

	
	Carry Forwards applied from 2005/06 and 2006/07
	
	-394

	
	
	
	

	Useable Balance at 31 March 2008
	
	1,763


7.2 Attached at Appendix 3 is a risk matrix that details the potential financial risks currently facing the Authority and potential liability that maybe incurred. 

7.3
The Pensions Reserve was created specifically to prepare for the significant pensions costs which will become payable over the next few years.  However, owing to the change in funding arrangements for Firefighter pensions, the reserve will now be used to finance the capital costs associated with funding early retirements.  An indicative costing is shown at Appendix 2.

	Pensions Reserve
	£000

	Balance at 1 April 2007
	885

	
	
	

	
	Ill Health contribution
	-31

	
	
	

	Actual Useable Reserve at 31 March 2008
	854


7.4
The Authority holds a Capital Reserve to provide additional flexibility in the financing of the capital programme.  

	Capital Reserve
	£000

	Balance at 1 April 2007
	230

	
	

	
	2006/07 contribution re. CARPs

2007/08 contribution re. CARPs
	500

500

	
	

	Actual Reserve at 31 March 2008
	1,230


7.5
In 2004/05, the Authority created an additional earmarked reserve, to meet the long-term liability of fire hydrant installations. 

	Hydrant Reserve
	£000

	Balance at 1 April 2007
	56

	
	
	

	
	Contribution to Hydrant Reserve
	0

	
	
	

	Actual Reserve at 31 March 2008
	56


8.
Technical Issues

8.1
The Accounts, as presented, are prepared in accordance with the ‘Code of Practice on Local Authority Accounting in the United Kingdom’ (more commonly known as the Statement of Recommended Practice (SORP)) and include a revenue account, full balance sheet, cash flow statement and pension statement.  

8.2
The 2007 SORP has introduced the requirement to account for Fixed Assets in an amended way.  Local Authorities must now produce a revaluation reserve and capital adjustment account and show the historic value of assets on an individual basis.
8.2
The accounts will be audited in July by the External Auditor and will be opened for public inspection in accordance with statutory requirements.

8.3
The final, audited accounts, are scheduled to be published in September.

9.
Capital Programme

9.1
The final expenditure figures on the capital programme are detailed in the table below:

	 
	 
	Original
	Adjustments
	Revised
	Actuals
	Complete

	 
	
	Budget
	
	Estimate
	to Date
	in Year

	 
	
	
	
	
	
	 

	 
	
	£
	£
	£
	£
	%

	Expenditure
	
	
	
	
	
	 

	 
	
	
	
	
	
	 

	Vehicles
	
	1,093
	8
	1,101
	842
	76%

	Land & Buildings
	
	448
	0
	448
	99
	22%

	Equipment
	
	355
	0
	355
	245
	69%

	IT and Communications
	
	320
	220
	540
	372
	69%

	 
	
	
	
	
	
	 

	 
	
	2,216
	228
	2,444
	1,558
	64%

	 
	
	
	
	
	
	 

	Financing
	
	
	
	
	
	 

	 
	
	
	
	
	
	 

	Capital Receipts
	
	-87
	-8
	-95
	-95
	 

	Loan
	
	-1,360
	-220
	-1,580
	-826
	 

	Grants
	
	-132
	0
	-132
	0
	 

	Revenue Contribution
	
	-637
	0
	-637
	-637
	 

	 
	
	
	
	
	
	 

	 
	 
	-2,216
	-228
	-2,444
	-1,558
	 


9.2
The capital programme for 2007/08 was 64% complete.  The main reasons for the under achievement of the programme are:

· Delayed development of Cambourne;

· Deferred replacement of Lightweight portable pumps and BA Compressors;

· Delayed implementation of time and attendance software..

10.
Treasury Management

10.1
The Treasury Management Policy requires the Treasurer to provide to the Authority an annual report on treasury management activity, as part of the final accounts process.

10.2
The annual report on Treasury Management activity in 2007/08 is attached as Appendix 3 to this report.
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Appendix 1

	Description
	Revised
 Budget
£
	Actual to 
Date
£
	Variance
£
	Variance 
%

	Full Time Firefighters
	11,115,700
	11,240,677
	124,977
	1.12%

	Control Room Staff
	903,400
	970,992
	67,592
	7.48%

	Local Govt. Employees
	3,127,570
	2,959,016
	-168,554
	-5.39%

	Senior Management (Hay)
	1,186,525
	1,160,761
	-25,764
	-2.17%

	Recruitment, Training & Insurance
	763,353
	728,306
	-35,047
	-4.59%

	Fire Allowances
	561,845
	509,785
	-52,060
	-9.27%

	EMPLOYEE COSTS
	17,658,393
	17,569,538
	-88,855
	0.50%

	Property Maintenance
	419,099
	347,785
	-71,314
	-17.02%

	Insurance
	278,760
	295,290
	16,530
	5.93%

	Energy Costs
	216,790
	206,807
	-9,983
	-4.60%

	Cleaning
	99,660
	93,919
	-5,741
	-5.76%

	Rents & Rates
	371,330
	369,197
	-2,133
	-0.57%

	PREMISES
	1,385,639
	1,312,998
	-72,641
	5.24%

	Car & Cycle Allowances
	172,019
	173,093
	1,074
	0.62%

	Vehicle Running Expenses
	137,999
	145,043
	7,044
	5.10%

	Vehicle Insurance
	189,040
	173,059
	-15,981
	-8.45%

	TRANSPORT AND MOVEABLE PLANT
	499,058
	491,195
	-7,863
	1.58%

	Office Expenses
	352,558
	264,240
	-88,318
	-25.05%

	IT & Communications Equip.
	964,709
	915,021
	-49,688
	-5.15%

	Fire Equipment
	303,517
	260,016
	-43,501
	-14.33%

	Uniforms & Clothing
	383,790
	370,365
	-13,425
	-3.50%

	Other Supplies & Services
	2,018,684
	1,056,930
	-961,754
	-47.64%

	SUPPLIES AND SERVICES
	4,023,258
	2,866,571
	-1,156,687
	28.75%

	Agency Costs
	65,830
	77,666
	11,836
	17.98%

	Support Service Contracts
	36,990
	26,719
	-10,271
	-27.77%

	AGENCY & CONTRACTED SERVICES
	102,820
	104,385
	1,565
	1.52%

	Debt Charges
	1,176,320
	1,231,421
	55,101
	4.68%

	External Interest
	-231,595
	-353,065
	-121,470
	52.45%

	CAPITAL FINANCING
	944,725
	878,356
	-66,369
	7.03%

	CONTROLLABLE EXPENDITURE
	24,613,893
	23,223,044
	-1,390,849
	5.65%

	Other Income
	-544,119
	-628,692
	-84,573
	15.54%

	CONTROLLABLE INCOME
	-544,119
	-628,692
	-84,573
	15.54%

	NET CONTROLLABLE EXPENDITURE
	24,069,774
	22,594,353
	-1,475,421
	6.13%

	Pensions  - Lump Sums
	821,480
	821,700
	220
	0.03%

	Transfer Values - In
	-28,000
	-28,584
	-584
	2.09%

	Transfer Values - Out
	0
	0
	0
	0.00%

	Operational Fire Budget
	2,799,473
	2,867,702
	68,229
	2.44%

	SAFETY-NETTED EXPENDITURE
	3,592,953
	3,660,819
	67,866
	1.89%

	NET EXPENDITURE
	27,662,727
	26,255,171
	-1,407,556
	-5.09%
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