	
PART 1

(OPEN TO THE PUBLIC)
	ITEM NO. 6



REPORT OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES


TO THE BUDGET SCRUTINY COMMITTEE ON WEDNESDAY, 1 NOVEMBER 2006


TITLE:  REVENUE BUDGET 2006/07: BUDGET MONITORING


RECOMMENDATION: Members are invited to comment on the contents of the report.  It is recommended that Members request a report for the next meeting, examining plans to remedy the projected overspend within Housing & Planning.


EXECUTIVE SUMMARY: The report provides details of the current position relating to budget monitoring for the revenue budget, the key budget risks identified by directorates and the implementation of the agreed revenue budget savings for 2006-2007.


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 are identified in this report.


SOURCE OF FUNDING: Revenue Resources


LEGAL ADVICE OBTAINED: Not applicable


FINANCIAL ADVICE OBTAINED: This report concerns key aspects of the 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: 2006/07 Revenue Budget


Report Detail

1 Introduction 

1.1 This report advises members of the current position relating to revenue budget monitoring.

1.2 Individual directorates prepare, in one form or another, regular monthly monitoring reports to their Lead Member.  This report consolidates each directorate’s latest budgetary control report and the trading statements for the DSOs.

2 General Fund Services

2.1 Chief Executive’s 

It is still anticipated that net expenditure will be contained within the overall budget at year-end.

2.2 Community, Health and Social Care 

Leisure 

There are still a number of outstanding income and expenditure items remaining in connection with the Triathlon.  An accurate position and forecast will be reported next month. 

Community, Health and Social Care – General

The employees budget, which includes agency staffing and recruitment advertising, continues to show a minor underspend, standing at £115,000 (0.7%) to the end of September 2006.

As presented to members in September, the Learning Difficulty Service budget continues to come under additional pressure as a consequence of new placements. The year-end projected position is now a potential overspend of £370,000 (up £60,000 from last month’s projection). The funding of this pressure area will be dependent upon the continued performance on in-house supported tenancy costs, a continuation of home care underspend and a series of actions to realise the supporting people efficiency target. The service will also be able to access the brought-forward pooled budget balances, if required. 

Expenditure on Care in the Community continues to come under pressure as these budgets are very volatile and subject to variation caused by change in demand. Consequently the following additional costs are being anticipated by the end of the year.

· £200,000 Nursing and Residential Care

· £300,000 direct payments

It is anticipated that these pressure areas can be met from the salaries and wages underspend, the existing revenue budget and internal balances.  
2.3 Customer and Support Services  
There is a current net overspend on staffing costs of £90,000.  An action plan has been implemented to address the prime source of the overspend, within the Customer Services division.  This includes streamlining the establishment by terminating agency staff employment, filling vacancies with permanent appointments, and reducing overtime.  It is still anticipated that, owing to underspends in other divisions, net expenditure will remain within the overall directorate budget at year-end.
2.4 Housing and Planning 

Planning 

There is currently a favourable variation on property income, which will offset costs of Urban Vision moving out, with a roughly neutral effect.   The inquiry costs in connection with the redevelopment of the new Salford Reds stadium, which are expected to be at least £300,000, can only partly be covered from additional fee income, leaving the service at present forecasting a £200,000 overspend at year end.  The directorate is currently examining plans to contain expenditure within the budget allocation. 
Housing 

As previously reported, it is still anticipated that net expenditure will be kept within budget at year-end.

2.5 Children’s Services 

Last month, Members agreed a strategy to address a projected £1 to £1.5 million budget shortfall on Children in Care outside placements.  This involves cost control measures, transferring from other budgets and, potentially, the use of balances.

There is an underspend within the Inclusions division of service, primarily due to Social Worker vacancies.  This is currently projected to be approximately £250,000, although this is expected to reduce as vacancies are filled.  Any underspend will be used to cover overspends in other budget areas.  

There are pressures building within the Resources division of service, particularly security costs and the likely rent increase at Minerva House.  Other areas of the directorate budget are satisfactory and close monitoring of the entire budget will continue for the remainder of the year.  

2.6 Environmental Services 

The directorate is continuing to report a small surplus (£35,000 to the end of September 2006) and it is anticipated that net expenditure will remain within budget at year-end. 

2.7 Corporate Issues   

As previously reported the favourable corporate issue in respect of capital financing will help to alleviate pressure areas within the total budget whilst Council Tax revenue continues to be buoyant and ahead of budget assumptions.
3 Housing Revenue Account 

3.1 Dwelling rent income is currently £195,000 favourable to budget as right-to-buys have not been as high as expected.  However, there is a consequential offsetting effect of £60,000 within service charge income.

3.2 There is an overspend on housing repairs which will be met by virement from the contribution to capital budget.

3.3 Work is continuing to monitor the impact of Stock Options on the HRA.  Currently the budget is underspent, but is projected to be spent by year end.

3.4 Despite stock options pressures, the overall budget continues to remain on target. 

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
	Variance 31/09/05

	
	
	£000

Surplus /

(Deficit)


	£000

Surplus /

(Deficit)
	£000

Favourable /

(Adverse)
	£000

Favourable /

(Adverse)

	Street Cleansing 
	30/09/06
	13
	58
	45
	55

	Refuse Collection 
	30/09/06
	(33)
	(224)
	(191)
	9

	VMM
	30/09/06
	8
	50
	42
	1

	Grounds Maintenance 
	30/09/06
	(100)
	(92)
	8
	2

	Building Cleaning 
	30/09/06
	14
	27
	13
	24

	Commercial Catering
	30/09/06
	7
	50
	43
	15

	School, Staff & Welfare Catering
	30/09/06
	(284)
	(241)
	43
	6

	
	
	
	
	
	

	Total
	
	(375)
	(372)
	3
	112

	
	
	
	
	
	


4.2 The Refuse Collection DSO is currently showing an adverse position.  The causes of this are currently being investigated through a thorough review of the budget and year end forecast.  The other DSOs are reporting favourable variances through a mix of increased activity and efficiencies. 

5        Progress on agreed savings  
5.1 The attached Appendix 1 provides details of the approved savings included in the 2006/07 revenue budget.  The appendix has been updated to reflect the savings actually achieved to date.   All savings are now achieved or are budgeted and on target to be achieved.

5.2 The appendix will continue to be updated throughout the year and will be included as part of the regular monthly monitoring report until all the savings have been achieved.

6 Budget Risks

6.1 A full budget monitoring exercise is undertaken each month by all directorates to ensure that any issues and corrective action are identified at an early stage. Areas that represent greater risks in budgetary control are identified and subjected to greater scrutiny.  A further update on budget risks is due in January.

7       Prudential Indicators  

7.1   The key Treasury Management Prudential Indicators are detailed in Appendix 2 and    have all been met through to 30 September 2006.

8 Summary

8.1 Budget monitoring and control exercises have given early warning of pressures building within directorate budgets.  Directorates have been able to implement action plans where appropriate, as described in section 2, to contain expenditure and ensure  that wherever possible it is contained within existing revenue budgets.

8.2 Close scrutiny will continue throughout the year to predict further budget pressures and warn against any overspends that might occur.

8.3 Agreed savings have now all been achieved or are on target to be achieved.  

9    Recommendation

9.1 Members are invited to comment on the contents of the report.

9.2 It is recommended that Members request that the Strategic Director and Lead Member for Housing and Planning prepare a report for the next meeting of this committee, to outline remedial plans to bring back the currently-projected overspend on the Planning service to within the budget allocation.

Alan Westwood

Strategic Director of Customer and Support Services






Appendix 1


Savings (Summary)

	
	Achieved
	Budget
	Budget
	Total

	
	
	Adjusted
	Adjusted
	

	
	
	On Target
	Behind Target
	

	
	£000
	£000
	£000
	£000

	
	
	
	
	

	Chief Executive
	71
	79
	0
	150

	
	
	
	
	

	Children’s Services
	275
	110
	0
	385

	
	
	
	
	

	Community, Health & Social Care 
	437
	297
	0
	734

	
	
	
	
	

	Customer & Support Services
	1,078
	0
	0
	1,078

	
	
	
	
	

	Environmental Services
	141
	143
	0
	284

	
	
	
	
	

	Housing & Planning
	199
	150
	0
	349

	
	
	
	
	

	
	
	
	
	

	Total
	2,201
	779
	0
	2,980

	
	
	
	
	


	
	
	
	
	

	
	
	
	
	

	Ref.


	Description
	£000
	
	Comments

	
	
	Achieved
	Budget

Adjusted

On Target
	Budget

Adjusted

Behind Target
	Total
	

	
	Chief Executive
	
	
	
	
	

	CE1
	Policy and Improvement – reduce supplies and services
	4
	4
	0
	8
	Budget adjusted - being monitored



	CE2
	Scrutiny Support - reduce printing costs
	3
	3
	0
	6
	Budget adjusted - being monitored

	CE3
	Regeneration and Improvement - reduce initiatives budget
	10
	10
	0
	20
	Budget adjusted - being monitored

	CE4
	Strategy and Regeneration - identify external funding
	6
	7
	0
	13
	Budget adjusted - being monitored

	CE5
	Community Safety - cost recovery of post
	17
	18
	0
	35
	Budget adjusted - being monitored

	CE6
	Community Safety - amendment to structure
	3
	4
	0
	7
	Budget adjusted - being monitored

	CE7
	Economic Development - Opportunities Centre income
	2
	2
	0
	4
	Budget adjusted - being monitored

	CE8
	Economic Development - LABGI 
	6
	9
	0
	15
	Budget adjusted - being monitored

	CE9
	Executive Services – PAMIS and travel costs
	1
	2
	0
	3
	Budget adjusted - being monitored

	CE10
	Marketing - re-profile of projects budget
	15
	16
	0
	31
	Budget adjusted - being monitored

	CE11
	Staffing reductions linked to improved attendance management
	4
	4
	0
	8
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	
	Total
	71
	79
	0
	150
	

	
	
	
	
	
	
	

	
	Children’s Services
	
	
	
	
	

	CS1
	Increase in School SLA charges
	30
	0
	0
	30
	Achieved

	CS2
	Recharge EIC Director 67%
	46
	0
	0
	46
	Achieved 

	CS3
	Teacher Net – transfer costs to schools
	27
	0
	0
	27
	Achieved 

	CS4
	Youth Offending Service reduction in contribution
	40
	0
	0
	40
	Achieved 

	CS5
	Broadwalk Centre - increased charge rate
	0
	50
	0
	50
	Budget adjusted - being monitored

	CS6
	General reductions
	0
	30
	0
	30
	Budget adjusted - being monitored

	CS7
	Contingency and Development Provision
	100
	0
	0
	100
	Achieved 

	CS8
	Consortium - seek alternative course provider
	0
	30
	0
	30
	Budget adjusted - being monitored

	CS9
	Staffing reductions linked to improved attendance management
	32
	0
	0
	32
	Achieved 

	
	
	
	
	
	
	

	
	Total
	275
	110
	0
	385
	

	
	Community, Health & Social Care
	
	
	
	
	

	CH1
	Kenyon Way Community Centre – closure (July 05)
	19
	0
	0
	19
	Achieved 

	CH2
	SCL - increase rental for use of assets
	20
	0
	0
	20
	Achieved 

	CH3


	SCL - negotiate share of surplus
	47
	0
	0
	47
	Achieved 

	CH4
	Domiciliary and Community Care - increase charges by 5%
	22
	23
	0
	45
	Budget adjusted - being monitored

	CH5
	Training - use of grant funding to support budget
	30
	0
	0
	30
	Achieved 

	CH6
	Transport - review service and charging
	25
	0
	0
	25
	Met from directorate resources in 06/07.  Staffing proposals should achieve original savings proposal from 07/08

	CH7
	Staffing - raise casual vacancy rate
	90
	90
	0
	180
	Budget adjusted - being monitored

	CH8
	Residential/Nursing Care – client contributions inflation increase 
	80
	80
	0
	160
	Budget adjusted - being monitored

	CH9
	Cleaning services - end subsidy by recovering cost from users
	35
	35
	0
	70
	Budget adjusted - being monitored

	CH10
	Long-term Home Care - reconfigurement of service
	25
	25
	0
	50
	Budget adjusted - being monitored

	CH11
	Staffing reductions linked to improved attendance management
	44
	44
	0
	88
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	
	Total
	437
	297
	0
	734
	

	
	
	
	
	
	
	

	
	Customer & Support Services
	
	
	
	
	

	CU1
	Finance - Financial Support Group - staffing reductions (8.5 FTEs)
	178
	0
	0
	178
	Achieved 

	CU2
	Finance - Financial Support Group - reduction in transaction costs
	20
	0
	0
	20
	Achieved 

	CU3
	Finance - Computer Audit - staffing reduction (1 FTE)
	40
	0
	0
	40
	Achieved 

	CU4
	Human resources - reduce staffing (2 FTEs)
	55
	0
	0
	55
	Achieved 

	CU5
	ICT - reduce staffing (2 FTEs)
	56
	0
	0
	56
	Achieved 

	CU6
	Law and Administration - staffing reductions (2.5FTEs)
	66
	0
	0
	66
	Achieved 

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Customer & Support Services (contd.)
	
	
	
	
	

	CU7
	Law and Administration - supplies and services – reductions
	21
	0
	0
	21
	Achieved 

	CU8
	Law and Administration - conveyancing – increase fees
	5
	0
	0
	5
	Achieved 

	CU9
	Staffing reductions linked to improved attendance management
	52
	0
	0
	52
	Achieved 

	CO10
	Multi-functional devices
	25
	0
	0
	25
	Achieved 

	CU11
	Agency contract tender
	11
	0
	0
	11
	Achieved 

	CU12
	LAPP rebates
	47
	0
	0
	47
	Achieved 

	CU13
	Contract savings
	320
	0
	0
	320
	Achieved 

	CU14
	FYE of 2005/06 think efficiency saving proposals
	182
	0
	0
	182
	Achieved 

	
	
	
	
	
	
	

	
	Total


	1,078  
	0
	0
	1,078
	

	
	
	
	
	
	
	

	
	Environmental Services
	
	
	
	
	

	EN1
	Increase fees and charges by 4.5%
	67
	68
	0
	135
	Budget adjusted - being monitored

	EN2
	Refuse Collection/Recycling Service – efficiencies
	49
	49
	0
	98
	Budget adjusted - being monitored

	EN3
	Administration - revised work patterns
	5
	6
	0
	11
	Budget adjusted - being monitored

	EN4
	Staffing reductions linked to improved attendance management
	20
	20
	0
	40
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	
	Total


	141
	143
	0
	284
	

	
	
	
	
	
	
	

	
	Housing & Planning
	
	
	
	
	

	HP1
	Planning - Managed Budgets Highways Works - redeploy the night workers
	35
	35
	0
	70
	Budget adjusted - being monitored

	HP2
	Planning - Managed Budgets - increase sponsorship income
	20
	20
	0
	40
	Budget adjusted - being monitored

	HP3
	Planning – Client Income - increase building control income
	10
	10
	0
	20
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	
	Housing & Planning (contd.)
	
	
	
	
	

	HP4
	Planning - Client Income - increase development control income
	20
	0
	0
	20
	Achieved 

	HP5
	Planning - Client Budget - reduce UDP budget
	15
	15
	0
	30
	Budget adjusted - being monitored

	HP6
	Planning – Managed Budgets Highways Works - efficiency on material costs
	47
	47
	0
	94
	Budget adjusted - being monitored

	HP7
	Housing - Homelessness - reduce homelessness budget
	30
	0
	0
	30
	Achieved 

	HP8
	Housing - Administration - increased administration grant
	7
	8
	0
	15
	Budget adjusted - being monitored

	HP9
	Staffing reductions linked to improved attendance management
	15
	15
	0
	30
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	
	Total
	199
	150
	0
	349
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Grand Total


	2,201
	779
	0
	2,980
	


Appendix 2

Prudential Indicators

Authorised Limit for External Debt

Forward Estimates
	
	2006/07
	2007/08
	2008/09

	
	£m
	£m
	£m

	Total Authorised Limit for

External Debt
	721
	775
	829

	Actual Gross External Debt as at 30/09/06
	508
	
	

	
	
	
	


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

	
	2006/07
	2007/08
	2008/09

	
	£m
	£m
	£m

	Total Operational

Boundary for External debt
	621
	655
	704

	Actual Gross External Debt as at 30/09/06
	508
	
	

	
	
	
	


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. 

Appendix 2

Prudential Indicators for Treasury Management

	Limits on Interest Rate Exposure
	2006/07
	2007/08
	2008/09

	
	%
	%
	%

	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
	12.78
	19.82
	25.14

	
	
	
	


All Years

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

Profile 

	
	%
	%
	%

	Under 12 months 
	50
	0
	0.10

	12 and within 24 months
	50
	0
	0.15

	24 months and within 5 years
	50
	0
	6.10

	5 years and within 10 years
	50
	0
	9.95

	10 years and above
	100
	40
	83.70

	
	
	
	

	In addition, the following local limits will apply:
	
	
	

	
	
	
	

	Variable rate debt maturing in any one year 
	30
	0
	4.33

	
	
	
	


Limits on Long-Term Investments

	
	2006/07
	2007/08
	2008/09

	
	£m
	£m
	£m

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

	Current total investment in excess of 364 days
	10
	10
	10

	
	
	
	


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 £480.3m and the net borrowing requirement £433.5m.  

Appendix 2

	
	
	
	
	
	

	 Comparison of Net Borrowing and CFR 

	Date
	Debt 
	Temporary
	Net
	Capital
	Headroom

	
	Outstanding
	Investments
	Borrowing
	Finance
	

	
	
	
	
	Requirement
	

	
	£'000
	£'000
	£'000
	£'000
	£'000

	25/08/2006
	500,276
	66,880
	433,396
	480,292
	46,896

	29/08/2006
	500,276
	64,180
	436,096
	480,292
	44,196

	30/08/2006
	500,276
	63,080
	437,196
	480,292
	43,096

	31/08/2006
	500,276
	63,280
	436,996
	480,292
	43,296

	01/09/2006
	500,276
	65,980
	434,296
	480,292
	45,996

	04/09/2006
	500,276
	65,080
	435,196
	480,292
	45,096

	05/09/2006
	500,276
	72,030
	428,246
	480,292
	52,046

	06/09/2006
	500,276
	71,530
	428,746
	480,292
	51,546

	07/09/2006
	500,276
	74,730
	425,546
	480,292
	54,746

	08/09/2006
	500,276
	72,430
	427,846
	480,292
	52,446

	11/09/2006
	500,276
	73,080
	427,196
	480,292
	53,096

	12/09/2006
	500,276
	73,480
	426,796
	480,292
	53,496

	13/09/2006
	508,276
	80,480
	427,796
	480,292
	52,496

	14/09/2006
	508,276
	85,080
	423,196
	480,292
	57,096

	15/09/2006
	508,279
	88,780
	419,499
	480,292
	60,793

	18/09/2006
	508,063
	87,380
	420,683
	480,292
	59,609

	19/09/2006
	508,063
	86,580
	421,483
	480,292
	58,809

	20/09/2006
	508,063
	85,280
	422,783
	480,292
	57,509

	21/09/2006
	508,063
	82,780
	425,283
	480,292
	55,009

	22/09/2006
	508,063
	81,880
	426,183
	480,292
	54,109

	25/09/2006
	508,063
	80,080
	427,983
	480,292
	52,309

	26/09/2006
	508,063
	79,380
	428,683
	480,292
	51,609

	27/09/2006
	508,063
	79,480
	428,583
	480,292
	51,709

	28/09/2006
	508,063
	79,080
	428,983
	480,292
	51,309

	29/09/2006
	508,063
	74,580
	433,483
	480,292
	46,809
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