
	
PART 1

(OPEN TO THE PUBLIC)
	ITEM NO.10



REPORT OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES


TO THE BUDGET AND AUDIT SCRUTINY COMMITTEE ON WEDNESDAY, 1ST

MARCH 2006


TITLE:  REVENUE BUDGET 2005/06: BUDGET MONITORING


RECOMMENDATIONS: Members are asked to consider the current position on the revenue budget and to continue to remind all directors of the need to ensure that net expenditure is kept within the agreed approximate and, should any overspends occur, that they will have to be made good from the following year’s budget. 


EXECUTIVE SUMMARY:

The report indicates that the revenue budget should achieve the level of the approximate.


BACKGROUND DOCUMENTS: Various working papers and reports. (Available for public inspection)


CONTACT OFFICERS: 

Chris Hesketh Tel.  793 2668 chris.hesketh@salford.gov.uk
Colin Kay Tel.   793 3245 colin.kay@salford.gov.uk

ASSESSMENT OF RISK: Key budgetary control risks were identified in reports to this committee in July 2005, October 2005 and January 2006. 

PRUDENTIAL INDICATORS: Details of the key prudential indicators are shown in the report.

SOURCE OF FUNDING: Revenue Resources


LEGAL ADVICE OBTAINED: Not applicable


FINANCIAL ADVICE OBTAINED: This report concerns key aspects of the city council’s revenue finances and has been produced by the Finance Division of Customer and Support Services.


WARD(S) TO WHICH REPORT RELATE(S):  None specifically


KEY COUNCIL POLICIES: 2005/06 & 2006/07 Revenue Budgets


Report Detail

1 Introduction 

1.1 The revenue budget for 2006-2007 and approximate outturn for 2005/06 was approved at the City Council budget meeting on the 1st March 2006. The approximate outturn for 2005-2006 is anticipated to be £294.772m, the amount of the original budget, which assumed a net contribution to balances of £1.382m. Balances are now expected to be £9.254m at year-end, which is in line with what was reported last month.

1.2 In accordance with good practice a risk-based approach has been adopted to calculate a minimum level of reserves for the City Council in 2006-2007. The assessment indicated that the minimum level of reserves during the forthcoming financial year should be in the region of £6.2m and that no further contribution to general reserves would be required. Indeed, the increased level of reserves offers scope for supporting revenue expenditure if required in the forthcoming financial year.     

1.3 Members at the last meeting of this committee agreed to remind all directors of the need to continue to exercise close monitoring to ensure budget allocations are not exceeded. This report, therefore, is based on directorates’ latest budgetary control reports incorporating all savings, and the trading statements for the DSOs.

1.4 Once again, as part of the budget risks exercise, individual directorates have been asked to include within their regular monthly monitoring reports: -

· Details of any new risks

· Those risks still continuing and

· A statement of what is being done to minimise any such risks, focusing in particular on those most likely to occur.

2    Budgetary Control Reports

2.1 Arts and Leisure  

As continually reported throughout the year the directorate is still projecting that expenditure will be contained within the overall budget at year-end.  

2.2 Chief Executives 

As reported last month, apart from the additional cost of £61,000 in respect of the top slicing of budgets previously agreed at Director’s Team, it is still anticipated that the remainder of the directorate’s expenditure will be contained within the budget at year-end. 

2.3 Community Health and Social Care  
The Learning Difficulty Service budget is still projecting an estimated year-end overspend in the region of £511,000 and as previously reported, sources of funding / actions have been identified to achieve a balanced budget for the year.

The projected overspends on Home Care expenditure for Mental Health and Physical Disabilities client groups of £140,000 and £200,000 remain the same as was reported last month. The costs will be met from additional income from client contributions to care. 

The current underspend on salaries to the end of January totals £327,000 (excluding Children’s Services). 

The total Community, Health and Social Care budget is currently indicating a year-end underspend of £300,000. However, due to the volatile nature of elements of the service, close monitoring needs to continue for the remainder of the year. 

2.4 Customer and Support Services 

The directorate is still anticipating that net expenditure will be contained within the overall budget at year-end.

2.5 Planning 

As previously reported apart from the additional costs (in the region of £100,000) in connection with the removal and consequent clearing up in respect of travellers, it is still anticipated that net expenditure for the remainder of the year will be within budget.

2.6 Children’s Services 

The overspend on the Inclusion Service has increased slightly from the £206,000 reported last month and now stands at £224,000.  It is still anticipated that the cost of the service will be met from within the existing budget but close monitoring will need to continue for the remainder of the year.

Expenditure in respect of the volatile Children’s Outside Placements is now anticipated

to overspend in the region of £700,000. Members will recall that over the course of the year the estimated overspend has varied between £600,000 and £800,000. After allowing for the utilisation of some internal balances an unfunded overspend of £250,000 is now projected at year-end.

As reported last month the Transport Service is still anticipating a year-end overspend in the region of £300,000 and further investigations into the position are still continuing.

Work is continuing to evaluate if any of the additional costs reported can be found from elsewhere within the budget. 

2.7 Environmental Services

The net overspend to the end of January 2006 of £137,000 is a direct result of increased recycling costs incurred in order to meet statutory requirements, and Budget and Efficiency Group has agreed that the Strategic Director for Environment can utilise DSO surpluses to offset any overspend at outturn.  

2.8 Housing General Fund 

As reported throughout the year the directorate is still anticipating that net expenditure will remain within budget at year-end.

2.9    Corporate Issues 

The favourable corporate issues that have been reported throughout the year have helped to alleviate some of the pressure areas within the total budget.

3 Housing Revenue Account 

The Housing Revenue Account is still anticipating that net expenditure will remain within budget at year-end.

4 Direct Service Organisations

4.1 Details of the trading positions of the various DSOs are indicated in the table below: -

	DSO
	As at
	Budget
	Actual
	Variance
	Year End

Forecast
	Variance 31/01/05

	
	
	Surplus / (Deficit)
	Surplus / (Deficit)
	Favourable / (Adverse)
	Favourable / (Adverse)
	Favourable / (Adverse)

	
	
	£
	£
	£
	£
	£

	School & Welf. Catering
	6/01/06
	181,482
	280,123
	98,641
	85,000
	95,438

	Building Cleaning
	31/01/06
	10,472
	66,779
	56,307
	55,000
	33,173

	Commercial Catering
	31/01/06
	12,510
	81,988
	69,478
	50,000
	6,582

	VMM


	31/01/06
	12,875
	110,852
	97,977
	59,000
	19,788

	Grounds Maintenance
	31/01/06
	(67,749)
	(79,017)
	(11,268)
	53,000
	(844)

	Street Cleansing
	31/01/06
	22,631
	39,533
	16,902
	6,000
	34,905

	Refuse Collection
	31/01/06


	93,507
	68,463
	(25,044)
	4,000
	(32,350)

	
	
	
	
	
	
	

	Total
	
	265,728
	568,721
	302,993
	312,000
	156,692

	
	
	
	
	
	
	


4.2 The majority of DSOs continue to trade favourably and the overall position shows more favourably than the corresponding period last year. The year-end forecast is encouraging with a total overall profit in the region of £312,000 anticipated.

4.3 The favourable position on the Street Cleansing DSO has reduced from £69,600 reported last month to £16,900 as a consequence of additional vehicle hire and agency costs. 

5       Budget Risks 
5.1  None of the directorates have identified any new risks at this stage in the financial year and all risks previously established continue to be monitored very closely.

6       Progress on agreed savings  

6.1 As reported last month the achievement of savings is now included in the overall net expenditure position for each directorate. 

7 Prudential Indicators 
7.1
As indicated last month, the Treasury Management Prudential Indicators will now form a regular part of this report. The key indicators are detailed in Appendix 1 and have all been met through to 22nd February 2006.
8
Summary

8.1
The approximate outturn for 2005/06 includes a contribution to balances of £1.382m. The balance of general reserves at year-end is now anticipated to be £9.254m.

8.2 Close scrutiny must continue for the remainder of the year to ensure that any new budget issues and areas of risk allow for immediate remedial action to be taken.

9
Recommendations

9.1
Members are asked to consider the current position on the revenue budget and to continue to remind all directors of the need to ensure that net expenditure is kept within the agreed approximate and, should any overspends occur, that they will have to be made good from the following year’s budget. 

Alan Westwood

Director of Corporate Services












Appendix 1

Prudential Indicators

Authorised Limit for External Debt
Forward Estimates

	
	2005/06
	2006/07
	2007/08

	
	£m
	£m
	£m

	Total Authorised Limit for

External Debt
	636
	682
	732

	Actual Gross External Debt as at 22/02/06 
	521
	
	

	
	
	
	


This limit represents the total level of external debt (and other long term liabilities, such as 

finance leases) the council is likely to need in each year to meet all possible eventualities 

that may arise in its treasury management activities.

Operational Boundary for External Debt

	
	2005/06
	2006/07
	2007/08

	
	£m
	£m
	£m

	Total Operational

Boundary for External debt
	586
	632
	682

	Actual Gross External Debt as at 22/02/06
	521
	
	

	
	
	
	


This limit reflects the estimate of the most likely, prudent, but not worse case, scenario 

without the additional headroom included within the authorised limit. The operational 

boundary represents a key benchmark against which detailed monitoring is undertaken

by treasury officers. 

Prudential Indicators for Treasury Management

	Limits on Interest Rate Exposure
	2005/06
	2006/07
	2007/08

	
	%
	%
	%

	Upper Limit on Fixed 

Interest Rate Exposure 
	100


	100


	100



	Upper Limit on Variable 

Interest Rate Exposure 
	50
	50
	50

	Current exposure to variable rate
	8.48
	13.95
	23.92

	
	
	
	


All Years

	Maturity structure for fixed rate borrowing
	Upper Limit
	Lower Limit
	Current Maturity

Profile 

	
	%
	%
	%

	Under 12 months 
	50
	0
	0.08

	12 and within 24 months
	50
	0
	0.09

	24 months and within 5 years
	50
	0
	4.27

	5 years and within 10 years
	50
	0
	1.98

	10 years and above
	100
	40
	93.58

	
	
	
	

	In addition, the following local limits will apply:
	
	
	

	
	
	
	

	Variable rate debt maturing in any one year 
	30
	0
	3.35

	
	
	
	


Limits on Long-Term Investments

	
	2005/06
	2006/07
	2007/08

	
	£m
	£m
	£m

	Upper limit for investments of more than 364 days
	15
	15
	15

	Current total investment in excess of 364 days
	5
	5
	5

	
	
	
	


Comparison of Net Borrowing and Capital Financing Requirement

In order to ensure that, over the medium term, net borrowing will only be for a capital purpose, the council should ensure that the net external borrowing does not, except in the short term, exceed the total of the capital financing requirement in the preceding year plus the estimates of any additional capital financing requirement for the current and the next two financial years. This forms an acid test of the adequacy of the capital financing requirement and an early warning system of whether any of the above limits could be breached.

To date this indicator has been met. The current capital financing requirement is £462.3m and the net borrowing requirement £446.5m.  

Comparison of Net Borrowing and Capital Financing Requirement

	Date
	Debt 
	Temporary
	Net
	Capital
	Headroom

	
	Outstanding
	Investments
	Borrowing
	Finance
	

	
	
	
	
	Requirement
	

	
	
	
	
	
	

	
	£'000
	£'000
	£'000
	£'000
	£'000

	
	
	
	
	
	

	31/01/2006
	520,954
	66,900
	454,054
	462,342
	8,288

	01/02/2006
	520,954
	67,900
	453,054
	462,342
	9,288

	02/02/2006
	520,954
	79,100
	441,854
	462,342
	20,488

	03/02/2006
	520,954
	79,400
	441,554
	462,342
	20,788

	04/02/2006
	520,954
	79,400
	441,554
	462,342
	20,788

	05/02/2006
	520,954
	79,400
	441,554
	462,342
	20,788

	06/02/2006
	520,954
	76,550
	444,404
	462,342
	17,938

	07/02/2006
	520,954
	76,500
	444,454
	462,342
	17,888

	08/02/2006
	520,954
	76,400
	444,554
	462,342
	17,788

	09/02/2006
	520,954
	74,400
	446,554
	462,342
	15,788

	10/02/2006
	520,954
	72,400
	448,554
	462,342
	13,788

	11/02/2006
	520,954
	72,400
	448,554
	462,342
	13,788

	12/02/2006
	520,954
	72,400
	448,554
	462,342
	13,788

	13/02/2006
	520,954
	69,600
	451,354
	462,342
	10,988

	14/02/2006
	520,954
	69,200
	451,754
	462,342
	10,588

	15/02/2006
	520,954
	71,000
	449,954
	462,342
	12,388

	16/02/2006
	520,954
	70,800
	450,154
	462,342
	12,188

	17/02/2006
	520,954
	67,500
	453,454
	462,342
	8,888

	18/02/2006
	520,954
	67,500
	453,454
	462,342
	8,888

	19/02/2006
	520,954
	67,500
	453,454
	462,342
	8,888

	20/02/2006
	520,954
	69,250
	451,704
	462,342
	10,638

	21/02/2006
	520,954
	67,800
	453,154
	462,342
	9,188

	22/02/2006
	520,954
	79,300
	441,654
	462,342
	20,688
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