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Statement of Accounts 2006/07

Report by Treasurer and Financial Adviser and Head of Finance

	Summary: 
This report summarises the Broads Authority’s Statement of Accounts for the year ended 31 March 2007. 

Recommendations: 

(i)
That the Authority approves the Broads Authority Statement of Accounts 2006/07 in accordance with the Accounts and Audit Regulations 2003.
(ii)
That the Authority approves the slippage variances for the Navigation Fund and General Fund as set out in Appendix 1, totalling £102,000, and that these are carried forward and added to the 2007/08 approved budgets. 


1
 Introduction
1.1
Attached to this the report are the following appendices:

1.
Report on income and expenditure for the General and Navigation Account for the year end 31 March 2007, including major variances and slippages, calculated on an accruals basis.

2.
General Account outturn figures.

3.
Navigation Account outturn figures.

4.
Summary of overall financial position.

5.
Statement of Accounts 2006/07 (excluding the audit report and statement of internal control).

1.2
It should be noted that the format of the Statement of Accounts has changed significantly from last year due to changes brought in by the CIPFA SORP 2006 (Statement of Recommended Practice).

1.3
The main changes that effect the Broads Authority are:

(i)
The consolidated Revenue account has been replaced with an Income and Expenditure Account and associated Statement of Movement on the Fund Balance.  

(ii)
The Statement of Movement on Reserves has been removed and replaced with the Statement of Movement on Recognised Gains and Losses (STRGL).

(iii)
The core statements are now all grouped together (i.e. income and expenditure account, movement on general fund balance, balance sheet and cash flow statement), with notes after.  The aim of this is to make the accounts more readable.

(iv)
The concept of notional interest has been removed, and hence the Authority no longer has to make adjustment for this in the annual accounts.

(v)
The SORP required the Authority to either prepare the accounts in the CIPFA approved Best Value Accounting Code of Practice format (BVACOP), or to produce the accounts in BVACOP format as a note to the Core Financial Statements.  The Authority has followed the latter, and it should be noted that  this note consolidates the General and Navigation Funds.  This is viewed as a temporary measure as the National Parks Finance Group has submitted to CIPFA a service expenditure analysis specifically for national park authorities.  It is hoped that this will be approved for use in the 2007/08 accounts.  The new service expenditure analysis will therefore provide the layout for the income and expenditure account, and is far more relevant than the prescribed BVACOP which is not tailored to the needs of a national park authority.

2 
General Account

2.1
Pages 2 and 4 of the Statement of Accounts provide summaries of General Account income and expenditure for the year. Gross expenditure was underspent by £224,854 (4.5%), and income was lower than budgeted by £131,086 (2.7%).  However after adjusting for the Heritage Lottery Fund the equivalent figures are £96,963 and £3,193.  Whilst the budget allowed for a £64,650 draw on reserves the actual outurn was a contribution to reserves of £29,118 (with slippage of approximately £49,500 required for earmarking). The General Account revenue reserve balance as at 31 March 2006 is £857,218. 

3 
Navigation Account

3.1
Pages 2 and 4 of the Statement of Accounts provide summaries of Navigation Account income and expenditure for the year. Gross expenditure was overspent by £4,210 (0.2%) and income was higher than budgeted by £42,468 (2.1%). Whilst the budget allowed for a £121,000 draw on reserves the actual outturn was a draw on reserves of only £82,742 (with slippage of approximately £52,500 required for earmarking). The Navigation Account Fund Balance at 31 March 2006 is £395,826.

4 
Balance Sheet

4.1
The Broads Authority has the following earmarked reserves shown on the balance sheet:

(a)
Vessel Replacement Reserve - £146,232. This is a Navigation Account fund used to purchase water borne vessels.

(b)
Mutford Lock Endowment Fund - £114,210. This is a fund set up by the Authority to finance the future repair of Mutford Lock and includes 

funds received from Suffolk County Council. 

(c)
Planning Delivery Fund/Bringing Planning In House Fund - £159,923. This is a fund utilising the planning delivery grant awarded by Defra and the ODPM.

(d)
Implementing Electronic Government (IEG) Fund - £18,292. This is a fund that holds the unused grant supplied by ODPM for the purpose of improving information technology systems that relate to customer service.       

(e)
Sustainable Development Fund - £138,784. This fund contains the unused sustainable development grant supplied by Defra. 

(f)
New Office Accommodation Fund - £277,501. This fund contains the

       unused new office accommodation grant awarded by Defra. This fund

       will be utilised as required to enable the Authority to make the move

       to the new premises planned for autumn 2008.   

4.2
For further details of movements on these funds see note 9 to the balance sheet on page 31 in the Statement of Accounts.

5
 Cash Flow Statement

5.1
This statement shows how cash flows through the Authority during a financial year. The decrease in cash/investments between 31 March 2006 and 31 March 2007 was £1,231,267 resulting in a cash/investment balance of £3,004,901. The cash balance is lower than last year end but it should be noted that last year it included the 2006/07 first quarter Defra grant of £1,288,000 received in advance; this year the first quarter Defra grant was received in April 2007. The high levels of unspent reserves, particularly the New Office Accommodation grant (£277,501), continue to boost the cash balance.      

6
 Statement of Internal Control

6.1
This is considered under a separate report as required by the Revised Accounts and Audit Regulations 2003.  It will be appended to the Statement of Accounts once it has been approved.

7 
Audit of the Statement of Accounts

7.1
The Audit Commission is required to express an opinion on the 2007 Statement of Accounts by 30 September 2007. The audit for the Broads Authority is planned to commence on 3 September 2007, with the Audit Commission taking a more intensive approach using a team of four. The audit report upon completion will be signed and incorporated into the Statement of Accounts.  

8 
Summary of Overall Financial Position
8.1
A summary of the Authority’s overall position is set out in Appendix 4.  This 

sets the context for the figures in the Statement of Accounts, and looks 

forward to future prospects.

9 
Financial Implications

9.1
The Statement of Accounts 2006/07 show revenue reserves as at 31 March 2007 that are considered adequate by the Treasurer and Financial Adviser. 
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APPENDIX 5 - Statement of accounts 2007 (excluding the audit report and statement of internal control)
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APPENDIX 1

Income and Expenditure from 1 April 2006 to 31 March 2007 for the General and Navigation Accounts: Variances and Slippages

Report by Head of Finance

1
Introduction
1.1
The statements in Appendix 2 and 3 show the revised 2006/07 budgets, as approved by members, in the new budget format, against the outturn for the year to 31 March 2007.  Where a variance is over £10,000 an explanation is provided.  Where a genuine slippage has occurred that is over £5,000 this is also explained.

GENERAL ACCOUNT:

2 
Summary 

2.1
Total net expenditure for the year to 31 March 2007 is £3,831,162 which is 97.5% of the projected total net expenditure.

2.2
Total income for the year to 31 March 2007 is £3,860,280, which is 99.9% of the projected total income.

3 
Major Variances

3.1
NET EXPENDITURE

3.1.1
Corporate Services

Finance

Insurance: Budget £65,000, Actual £47,373, Variance £17,627 favourable


This variance has arisen due to an accounting adjustment.  The insurance period runs from 01/06/06 to 31/05/07 and is paid in advance. No prepayment adjustment was made last year.  

Information and Design


Other Information and Interpretation Services: Budget £20,000, Actual £34,229, Variance (£14,229) adverse


The adverse variance is due to a stock reversal, which was not considered when the revised budget was prepared.  The revised budget should have been £35,000.

3.1.2
Countryside Management

Landscape and Projects


Landscape Design: Budget £15,000, Actual £4,091, Variance £10,909 favourable

This is a genuine slippage to be carried forward to 2007/08.  An additional consultancy work brief for landscape character assessment and guidance was unable to be written in 2006/07, but will be written in 2007/08, to assist with planning guidance.


Income Environment Agency: Potter Heigham Chalets: Budget (£16,000), Actual (£2,655), Variance (£13,345) adverse


£18,354 was received in 2006/07 from the Environment Agency for the year to 31/03/07.  An accounting adjustment to correct a previous error from last year has reduced this years income to £2,655.


Visitors Services


How Hill Grant Aid: Budget £19,900, Actual £10,000, Variance £9,900 favourable


It was agreed at the September 2006 Broads Authority that this the balance of the funding would be paid out once the lease and service level agreement between the Authority and How Hill Trust had been signed.  To date this is not signed.  This slippage will be carried forward.

3.1.3
Planning and Strategy

Management and Administrative Support

Other Employee Costs/Expenses: Budget £5,900, Actual £23,681, Variance (£17,781) adverse

This variance has arisen as employee expenses include additional pension contribution paid by the Authority for staff who have retired early.

3.1.4
Waterways


Conservation of Water Bodies


PSA Targets/Water Framework Directive (AGF); Budget £100,700, Actual £90,512, Variance £10,188 favourable


The nature of these lakes projects requires a long lead in time. It is proposed that this slippage is carried forward to 2007/08.

3.2
General Account Slippages

3.2.1
Countryside Management

Landscape and Project Management

Town Village and Staithe Enhancement Budget £39,400, Actual £32,386, Variance £7,015 favourable

For work on the Cantley Staithe project or signage and furniture at Ranworth Staithe.  It is proposed that £7,000 is carried forward to 2007/08.

3.2.2
Waterways

Broadland Flood Alleviation Project

Broadland Flood Alleviation Strategy (AGF) Budget £10,000, Actual £5,423, Variance £4,577 favourable.  Income Environment Agency Budget £40,000, Actual £44,000, Variance £4,000 favourable

The budget holder has requested £6,500 slippage from the above budgets to spend on angling access enhancement and track improvements at Geldeston, Cold Harbour Farm and Claxton.

Conservation of Water Bodies

Upper Thurne Research and Management Budget £25,500, Actual £20,536, Variance £4,964

The budget holder has requested £5,000 slippage as a synthesis by an external consultant of the Upper Thurne research programme was unexpectedly delayed due to PHD students not submitting their research findings on time.

Summary of slippages proposed to be carried forward to 2007/08

Landscape Design




£10,900

How Hill Grant Aid




  £9,900

PSA Targets/Water Framework Directive
£10,200

Town, Village and Staithe Enhancements
  £7,000

Broadland Flood Alleviation Project (AGF)
  £6,500

Upper Thurne Research and Management
  £5,000
Total






£49,500

NAVIGATION ACCOUNT:
4
 Summary 

4.1
Total net expenditure for the period is £2,032,798, which is 98.6% of the revised budget.

4.2
Total income is £1,950,056, which is 100.4% of the revised budget.

5 
Major Variances

5.1
NET EXPENDITURE:

Waterways

Dredging

 Budget £400,000, Actual £426,139, Variance (£26,139) adverse

An additional dredging rig was employed to ensure that the navigation budget was spent.  Dredging has been carried out during the year at upstream of Brundall, Lower River Yare, River Bure, Haddiscoe Cut, Fleet Dyke and on the River Ant.

Moorings and Yacht Stations 

Salaries : Budget  £87,700, Actual £104,218, Variance (£16,518) adverse.

Patrolling

Salaries : Budget 369,300, Actual 376,771, Variance (£7,471) adverse.

These variances have arisen for two reasons; staff illness and staff turnover which has resulted in significant overtime and additional staff cover.  The total overtime bill for these two sections is £32,910, of which only £12,500 was budgeted.

Piling and Maintenance of Moorings (AP)

Budget £52,500, Actual £nil, Variance £52,500 favourable
This budget is ring-fenced for work at Jensens Island.  This will commence in the autumn of 2007.  The delay is due to a combination of conservation and engineering issues, including waiting for optimal ground conditions.

Navigation Works and Maintenance

Notice Boards and Channel Markings (5) Budget £40,000, Actual £28,473, Variance £11,527 favourable.

Variance due in part to increased budget to take account of high stock levels last year.  The actual real spend during the year was £12,978

Miscellaneous Income (6): Budget £6,000, Actual £24,763, Variance £18,763 favourable.

This income consists of charging point income, some final leader plus money, and £10,000 from the Norfolk Windmills Trust, to reimburse the cost of materials to improve moorings at Reedham.

APPENDIX 4

Summary of Overall Financial Position: June 2007

1.
General Account

1.1
General Account Reserves as at 31 March 2006 were £828,100. 

1.2
A deficit budget of £64,650 was planned in 2006/07, reducing reserves to £763,450.

1.3
In the event the deficit was £93,768 less than budgeted, which resulted in a surplus of £29,118, thus increasing reserves to £857,218 as at 31 March 2007.

1.4
However this figure is artificially inflated by an amount in excess of £200,000 because it includes:

· expenditure to be incurred in 2007/08 for which income was received in 2005/06 and/or 2006/07; and

· project expenditure deferred/slipped from 2005/06 and/or 2006/07.

1.5
This amount includes the following slippages/deferred expenditure which were underspent in the 2006/07 revised budget and which will be carried forward into 2007/08:

	
	£

	· How Hill Grant Aid: Second Instalment
	9,900

	· Town, Village and Staithe Enhancement
	7,000

	· Landscape Design: Consultancy Work
	10,900

	· Broadland Flood Alleviation Strategy: Access Enhancement and Track Improvements
	4,000

	· Broadland Flood Alleviation Strategy (AGF): Enhancement Works
	2,500

	· PSA Targets/Water Framework Directive (AGF)
	10,200

	· Upper Thurne Research and Management: Consultants Fees
	5,000

	
	

	TOTAL
	49,500


1.6
Having deducted this deferred expenditure, the ‘true’ underspend (i.e. actual savings achieved) was £44,268.

1.7
The Authority has set a deficit budget of £305,700 in 2007/08. The effect of the net savings achieved in 2006/07 and the carry forward of additional expenditure will be to reduce reserves to £502,018 as at 31 March 2008.

2.
Navigation Account

2.1
Navigation Account reserves stood at £478,567 as at 31 March 2006.

2.2
A deficit budget of £121,000 was planned in 2006/07, reducing reserves to £357,567.

2.3
In the event the deficit was £38,258 less than budgeted, which resulted in a revised deficit of £82,742, thus reducing reserves to £395,825 as at 31 March 2007.

2.4
However the 2006/07 outturn does not include the ring fenced expenditure of £52,200 towards the creation of 24 hour moorings and a disposal tip at Jensens Island, which will be carried forward into the 2007/08 budget. Having deducted this deferred expenditure, this results in a ‘true’ overspend of £13,942.

2.5
The Authority has set a deficit budget of £115,200 in 2007/08. The effect of the carry forward of additional expenditure will be to reduce the reserves to £228,425 as at 31 March 2008.

3.
Overall Summary

3.1
Over the past 4-5 years the Authority has turned around its overall financial situation from a very low and difficult point to one which is now much more stable. However there are a number of issues which threaten this stability and which will need to be managed very carefully over the next two to three years:

· the strong possibility of a flat or standstill (i.e. no inflation) grant settlement from Defra;

· the uncertainty over the future of the additional National Park Grant of £500,000 per annum, and whether this will be built into the core grant settlement from 2008/09 onwards;

· the need to reduce the existing deficits on both the General and Navigation Accounts;

· the fact that Navigation Account reserves are getting close to their optimum level of 5% of net expenditure or £200,000, whichever is the greater; and

· the fact that employee costs continue to increase at a rate in excess of general inflation.

3.2
At the Defra annual finance meeting on 6 June, attended by the Chief Executive and Director of Corporate Services, it was made clear that the national park authorities should expect a flat cash settlement over the next two to three financial years. Much will depend on the outcome of the Comprehensive Spending Review (CSR), due to be announced by the end of October 2007, but it is clear that the pressures on the Defra budget are significant, one of these being to fund the proposed new national park for the South Downs. It was stated that there is an intention to give a three year grant settlement from 2008/09 onwards, to align this with the CSR timetable.

4.
Employee Costs

4.1
The Authority has identified the need to reduce its employee costs as a percentage of total net expenditure. These represent a fixed cost which, for a number of years, has been rising at a rate in excess of general inflation, due to the combined effects of staff increments and the employers’ contribution to national insurance and pension schemes (the employers’ contribution to the pension scheme is currently increasing at 0.7% per annum). This inevitably impacts on the availability of money for project and other work.

4.2
Against this it should be noted that much of the Authority’s work is highly labour intensive – particularly in areas such as countryside and conservation management and navigation patrolling – and the Authority would be unable to achieve much of what it does without the benefit of its workforce.

4.3
The Authority has agreed that cost savings will be achieved through either freezing or deleting posts which become vacant, or by filling them internally. External appointments will only be made to posts financed from core funding where it is considered imperative to do so.

4.4
The Authority has a target of seeking to reduce employee costs to less than 55% of net (core) expenditure. At the present time this figure stands at 57.8%, although it is due to increase in future years unless savings are made.

5.
Overall Summary: General Account

5.1
General Account reserves now stand at £857,218. However, as already indicated, this is a misleading figure since the level of reserves are projected to reduce to about £500,000 by 31 March 2008.

5.2
In addition to the more general issues referred to above, there are a number of more specific issues which are likely to impact on the General Account budget in the next few years:

· £50,000 has been budgeted for the costs of the Private Bill in 2007/08. This could easily be exceeded.


· Accommodation costs are projected to increase by approximately £55,000 per annum when the Authority relocates to new offices, currently expected to be in October 2008. This is the ‘funding gap’ between the additional grant provided by Defra and the latest cost projections provided by project managers. It is hoped that some savings can be achieved through the ongoing negotiations about the new office, though conversely it is not out of the question that these costs could increase.

5.3
Whilst the reserves are currently very healthy – and comfortably above the minimum recommended level of 5% of net expenditure – there is a clear need to protect them at a higher level than would normally be the case because of the uncertainty of future Defra funding. Whilst the ‘running costs’ element of the budget now broadly matches core income, this balance would be disturbed at a stroke by a standstill grant settlement, which over two years would result in a total loss of income of over £250,000. This would inevitably have a serious impact on the Authority’s ability to deliver its work programme. This would be further exacerbated if the additional National Park Grant were to be discontinued. This too would impact significantly on the Authority’s ability to deliver project work on the ground, especially in respect of key priority areas such as dredging and meeting the Government’s PSA targets for lake restoration.

5.4
When considering the budget at its March meeting the Authority resolved to review the budget following publication of the 2006/07 Statement of Accounts in June, with a view to considering whether to add any further projects to the budget if a significant saving had been identified. A list of ‘projects held in reserve’ was identified, the details of which are as follows:

· Podcast the Broads Historical Landscape - £7,350 (net)
Archive podcast interviews capturing the historical uses of the Broads, including hire boat operations, grazing marsh farming and millwrighting, to be hosted on the Authority’s website. (Total cost is £17,350, of which £10,000 would be funded by BBC Voices).


· Carbon Footprint Work - £10,000
To commence a carbon audit of the Authority’s activities to minimise its carbon footprint (as identified in the Authority’s three year priorities).


· Public Rights of Way/Access Improvements - £10,000
Signage/countryside furniture interpretation for implementation of footpath improvements, in accordance with the Broads Access Improvement Plan. (Approved by the Authority in July 2006 but deferred).


· Information Centres Interpretation - £20,000
Commencement of rolling programme of improvements to information centre interpretation.


· Mobile Information Centre - £20,000
Purchase and fit out a towed unit, including facilities for adaptable interpretive displays.


· Development of New Moorings at Hardley Cross and North Cove - £15,000
Priority projects identified in the Moorings Strategy.

5.5
Whilst these projects are all undoubtedly worthy, members may feel that in view of the uncertainty of future Defra funding and the additional National Park Grant, the priority should be to protect reserves at their present level until such time as the future financial position is more certain. It is not therefore recommended that the Authority progresses any of these projects at the present time.

6.
Overall Summary: Navigation Account

6.1
The key issues regarding the Navigation Account are the need to balance income and expenditure and to maintain reserves at an acceptable level.

6.2
The projected deficit of £115,200 in 2007/08 will reduce the level of reserves to an estimated £228,400 as at 31 March 2008. This is only marginally above the minimum recommended level and there is therefore little flexibility for further movement of funds out of reserves. It is likely therefore that any increase in tolls over the next few years – and in 2008/09 in particular – will be offset by the need to clear or reduce the budget deficit.
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