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Background

At the June Council meeting, it was agreed that Council would regularly review its income and expenditure performance compared to the original annual budget and particularly as a result of costs arising from work on the White Paper. At June Council, it was noted that some additional, unbudgeted expenditure had been incurred from Project Board and workstream meetings. Also, some additional income had been derived from higher than anticipated retention levels following the end of the first statutory cycle of CET. 

This paper reflects the latest position at the half-year point of the financial year (April to September 2007).

Income and Expenditure

The income and expenditure variances for 2007/8 are as follows:

	
	2007/8 Latest Estimate
	2007/8 Budget
	Variance (£000’s)

	Total Income
	£3.499m
	£3.290m
	+209

	Total Expenditure
	£3.153m
	£3.206m
	-53

	Pre-tax surplus

Corp. tax

Post-tax surplus
	£0.346m

£0.034m

£0.312m
	£0.084m

£0.034m

£0.050m
	+£262

-

+£262


Income

The estimate for income to the end of the year is expected to reach £3.499m which is £209,000 higher than the original forecast see Annex 1. Since almost all of Council’s income is fee income, this figure can reasonably be estimated since most fees have already been received. 
A cautious estimate was agreed for retention income due to some uncertainty over how many registrants might decide not to renew their registration at the end of the first statutory cycle of CET, particularly amongst dispensing opticians. In the event, this concern proved unfounded.
Expenditure

It is anticipated that the budget of £3.206m for expenditure will not be fully spent, and will result in an underspend in the current financial year of £53,000. While some areas of Council’s expenditure will be above forecast, and some below forecast, however the major areas of underspend are in:

· Legal Services and the Hearings Panel costs due to a smaller number of referrals to FTP than anticipated, and 
· Standards, where expenditure allocated to some consultancy areas has not been incurred
Costs incurred to date in Council’s work on the White Paper have mainly been in the costs of Members fees and expenses in attending Project Board and Workstream meetings, and whilst unbudgeted, these costs are estimated at £39k in the current financial year. A significant increase in these costs is expected in 2008/9.

Pre-Tax Surplus
The revised financial estimate for 2007/8 reflects the above changes and the year end pre-tax surplus is estimated at £346k, which after corporation tax on Council’s investments of £34k projects a post-tax surplus of £312,000.
This surplus will be added to Council’s reserves which are expected to increase to £2.68m at the end of 2007/8.
Council is asked to note these changes to the financial estimate for 2007/8.
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Draft Financial Budget  2008/9
Income

Total income of £3.453m is estimated in 2008/9. See Annex 1.
Of this total, fee income represents £3.200m, or 93% of total income. This estimate reflects the recent trend over the past three years for fee income to increase slightly in each year. In 2008/9 there will not be the uncertainty that existed last year from the possibility of some registrants (dispensing opticians) being removed from the register for failing to achieve their required CET points. 
Other income consists of rental income from Council’s upper floor tenant, and sales of the database records to commercial organisations.

Investment income is estimated at £230,000 next year (2007/8 = £170,000) with the increase due to the anticipated growth in reserves from the projected carried forward surplus at the end of 2007/8.  

Expenditure

Considering expenditure by each cost centre:

a. Staff Costs

Estimated at £1.370m, a +£48k (+5.1%) increase above the 2007/8 estimated outturn and £295k above the actual cost in 2006/7. No increase in staff numbers has been assumed at this stage. A salary increase has been included based upon an RPI uplift of 2.5%, and an average merit increase across all salaries of 1.5% included effective 1 April 2008. 

Staff benefit costs (pension, life cover, long term disability etc) reflect increases to the salary roll. 

Staff recruitment and staff training costs have exceeded budget in 2007/8, but it is assumed they will remain within budget in 2008/9 at £25,000 and £30,000 respectively.

b. Business Resources

A total budget of £980k is estimated, which is +£39k (+4.1%) above the 2007/8 forecast outturn and +£81k above the 2007/8 budget. The major areas of additional expenditure in 2008/9 are expected to be:

Consumer complaints mediation costs(OCCS)
+£31k

Recruitment and induction of a new Council
+£15k

The GOC 50th anniversary dinner


+£20k

External meeting room hire costs


 +£6k

Premises refurbishments



+ £9k 







+£81k                                                              

c. Education

A total budget of £317,000 is anticipated which is a significant increase on the expected year-end outturn in 2007/8 of £171k. As well as the costs associated with the Education Committee and it’s various working groups, and the Visits programme in 2008/9 there will be additional costs of preparing consultations to the changes planned to the CET Scheme and Rules and, and the legal costs of implementing these changes. A budget of £142,000 is earmarked to meet the anticipated costs of EU applicants wanting to practise in the UK on a temporary or occasional basis. 

The Visitor recruitment and their induction training costs incurred in 2006/7 will not be repeated in 2008/9.   


d.
Legal Services
A total budget of £320k is anticipated for 2008/9. The Investigations process will continue to be managed in-house but the external legal costs in preparing FTP cases is estimated at £173k. While very little has been spent to date on the legal costs of criminal prosecutions, a contingency of £80k is considered prudent. The other significant element in this area is that of Members fees and expenses (£33k) which now includes a reading allowance for Members on the investigation Committee.


e.
Standards
Despite a significant budget set aside for Standards in 2007/8 of £129k, most of the costs have been expended in the later part of the year. In the coming year, costs in this area are expected to increase significantly to £150k with the legal costs and advice needed for implementing the Section 60 legislative changes, Independent Prescribing, Revalidation, the European Directive and the Safeguarding Vulnerable Groups legislation.

f.
Communications
The budget for communications work is expected to remain stable in 2008/9 at £135k. Website development costs will reduce and stakeholder relations costs are expected to increase. Should the proposed public engagement work be developed then further budget will be required in this area. 

g. Hearings Panel

Until developments of a separate adjudication body is settled, the GOC will continue to consider FTP cases through its present arrangements with it’s independent Hearings Panel. However, it is thought prudent to include a contingency of £17k in the 2008/9 budget over the 2007/8 costs for the possibility of transferring the existing arrangements to a new adjudication body. 

h. IT Services

No major replacement or upgrade projects are anticipated in 2008/9 and the budget of £30k represents the costs of maintaining the registrant database, the GOC’s server, email and existing security/contingency/backup and licence arrangements. 

i. Legislative Change Costs

During 2007/8, Council has been monitoring the unbudgeted expenditure arising from the legislative changes brought about by the Government White Paper – ‘Trust, Assurance and Safety’. In 2008/9 it is proposed that these costs continue to be identified separately to the core functions of Council, in order that they may be accurately identified and also to enable easier budgetary control in future years. 

A separate cost centre has already been established in 2007/8 and all direct costs attributable to this area coded accordingly. The anticipated costs for 2007/8 are £39k. In 2008/9 these costs are expected to increase significantly and while the exact expenditure can only be estimated, it is worth reviewing the costs incurred in the last Section 60 Order work which was completed in 2005:

Costs incurred were:

2003/4
£12,561

2004/5
£96,207

2005/6
£28,223



         £136,991

It is thought prudent to allow a budget in 2008/9 of £100,000 for all expenditure related to the legislative changes, and this figure is included in this draft budget.

Summary

On the basis of the above assumptions, a year end pre-tax deficit of -£124,000 is anticipated which will deplete Council’s reserves after tax by -£170,000. 

The final, detailed budget will be presented to Finance and Procedure Committee in February 2008 for recommendation to March 2008 Council.

This draft budget for 2008/9 is recommended to Council for approval.

