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REPORT OF THE DIRECTOR OF CUSTOMER AND SUPPORT SERVICES


TO THE BUDGET AND AUDIT SCRUTINY COMMITTEE ON WEDNESDAY, 3RD  NOVEMBER 2004 


TITLE:  REVENUE BUDGET  2004/05: BUDGET MONITORING


RECOMMENDATIONS: Members are asked to note the contents of the report and await the position of the Education Inclusion and Access budget and request that further investigations are made regarding the position with the Housing Repairs Account.


EXECUTIVE SUMMARY:

The report provides details of the current position relating to budget monitoring for the revenue budget and the implementation of the agreed revenue budget savings for 2004-2005.


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. No. 793 3245 colin.kay@salford.gov.uk          


ASSESSMENT OF RISK: Key budgetary control risks are identified in the 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 Corporate Services.


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


KEY COUNCIL POLICIES:          Budget Strategy


REPORT DETAIL

1
Introduction 
1.1 This report advises members of the current position relating to revenue budget monitoring for 2004-2005.

1.2 As the provisional RSG Settlement is due to be announced shortly work on the budget submissions process for the 2005-2006 revenue budget is currently being carried out.

1.3 This report is based on directorates' latest budgetary control reports and the trading statements for the DSOs. 

2        General Fund Services
2.1 Arts and Leisure 

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

2.2 Chief Executives' 

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

2.3 Community and Social Services  

As reported last month the small underspend on employees continues. The underspend on the Children's Outside Placements budget has reduced from 4% to 1.4% of budget, or £76,000. The Learning Difficulties Service is still coming under pressure, although savings are being identified from elsewhere within the service. Overall, however, the directorate is still anticipating that net expenditure will be kept within budget. Close monitoring will need to continue for the remainder of the year.  

2.4 Customer and Support Services  
Benefits payments which include Council Tax, Rent Allowances and Rent Rebates are currently showing an overspend of £100,000 against a budget of £89m. 

Overall the Customer and Support Services budget for the year continues to be on target. 

2.5 Development Services  

The position on Development Services remains much the same as that reported last month with a small overspend on employees of £35,000 being incurred against a profiled budget of £5,166,000.

Income levels still appear to be holding up well and should help mitigate pressures that may occur on salaries and wages. 

2.6 Education  

The overspending on the Education non-schools budget now stands at £396,000 against a total allocation of £33,841,000.  Approximately half of this amount relates to items reported by the Director of Education and Leisure to this committee last month, for which action has been approved to contain the expenditure within overall budget by the year end.  However, there is now additional demand-led pressure within the Inclusion and Access budget, and in particular the placement of Special Education Needs pupils at independent special schools.  The Lead Member for Education has requested further investigations into the position, currently overspent by £200,000, and a report will follow in due course.  

2.7 Environmental Services 

As previously reported the directorate is still anticipating that net expenditure will be as budget at year-end.

2.8 Housing General Fund 

Despite a one-off injection of £500,000 to the Homelessness budget, the service is still coming under intense pressure as a consequence of the cost of bed and breakfast accommodation and the reduction in the level of supporting people income. A report is to be prepared to the Supporting People Commissioning Body to consider the impact of these reductions and determine a solution. 

The implications of the staffing restructure and costs of new initiatives place further potential strains on the HGF budget.

The above issues will require very close monitoring for the remainder of the year.  Consequently, a report on homelessness has been requested for the Lead Member for Customer and Support Services along with a reworking of the staffing budget to ensure that assumptions concerning funding resources are still appropriate. 

2.9 Personnel and Performance  

Following the separation of the Marketing and Communications budget there is need to investigate some of the staffing costs in more detail. However, net expenditure should remain within budget. 

2.10 Marketing / Communications

The Marketing and Communications budget has now been separated from the Personnel and Performance information and is due to be transferred to its own division in the near future.

As previously reported, staffing costs will be funded by virements from other directorates, and the costs of additional and regarded posts, amounting to £102,000, will be met from contingencies. 

2.11  Corporate Issues   

· Debt rescheduling – previous reports have identified savings of £0.6m from rescheduling exercises.

· Modesole dividend - an unexpected dividend of £184,200  has recently been received

with a further sum of £92,100 anticipated. 


· Airport dividend - a dividend of £0.926m has been received, exceeding budgeted income by £0.291m.

· NNDR refunds on Leisure Centres - £0.3m (on 1995 valuations) towards targeted contribution to reserves of £0.5m - appeals are still outstanding on 1990 valuations and Pendlebury Recreation Centre.

3.1      Housing Revenue Account

As at the 30th September 2004 the following adverse variations are being highlighted on the HRA.

· Dwelling rents £299,000 

· Shop rents £29,000

The call on the bad debts provision is currently forecast to be less than that originally envisaged and this should offset the adverse position on the rents.

The areas of concern are being monitored carefully and will be reflected the revised approximate budget. It is still anticipated however, that expenditure will remain within budget at year-end. 

3.2     Housing Repairs Account  

The potential overspend on the Housing Repairs account has now been revised down from £1m reported last month to approximately £800,000.

A report to the next NPHL Budget and Procurement meeting will forecast a surplus of £500,000 in respect of the maintenance division - mainly due to day to day repairs work. The report will propose an approach to the City Council to seek a reduction in the management fee to reflect this surplus, and request a reinvestment of the £500,000 into the revenue repairs budget.

Plans have been made to address the remainder of the overspend and details are awaited from NPHL.  

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

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

(Adverse)

	
	
	£
	£
	£

	School and Welfare Catering
	12/09/04
	(274,282)
	(197,716)
	76,566

	Building Cleaning
	30/09/04
	759
	8,028
	7,269

	Commercial Catering
	30/09/04
	1,879
	12,285
	10,406

	Highway Services
	30/09/04
	0
	(11,000)
	(11,000)

	VMM
	30/09/04
	(77,850)
	(89,245)
	(11,395)

	Grounds Maintenance
	30/09/04
	(223,475)
	(268,592)
	(45,117)

	Street Cleansing
	30/09/04
	11,155
	13,445
	2,290

	Refuse Collection
	30/09/04
	15,684
	(7,468)
	(23,152)

	
	
	
	
	

	Total
	
	(546,130)
	(540,263)
	5,867

	
	
	
	
	


4.2 Education and Leisure DSOs 

The School and Welfare Catering DSO continues trading favourably to the budget profile and the year-end position is still anticipated to be satisfactory

The remaining Education and Leisure DSOs are continuing to record favourable trading positions.

4.3 Environmental Services DSOs 

The Street Cleansing DSO is trading profitably and the surplus is favourable to plan.

The Grounds Maintenance, VMM and Refuse Collection DSOs are showing deficits at present but are anticipated to be favourable to budget at year-end.

4.4 Highway Services DSO 

Although the DSO is currently trading at a small loss a break-even position is still anticipated by year-end. 

5        Progress on agreed savings 
5.1 The Social Services extension of the frozen meals service is currently only generating a projected saving of £33,000 which is £17,000 less than included in the original figures. The item will continue to be monitored closely and further details reported to this committee in the future.

5.2 All other directorates have previously reported the actual savings achieved. In cases where budgets have been adjusted and monitored these savings are still on target to be achieved.

6 Budget Risks 

6.1 A full budget monitoring exercise is undertaken each month by all directorates to ensure that any issues are identified at an early stage to enable corrective action to be taken. 

6.2 It is useful to identify areas that could represent risks in budgetary control in order that the budget monitoring exercise can subject them to greater scrutiny. The key budget risks identified by the various directorates were reported to this committee in July and October and will be reported again in January 2005.

7      Summary 

7.1 Budget monitoring is highlighting problem areas in connection with the Education Directorate budget and the Housing Repairs Account and these two areas will need to be subject to further investigation.

7.2 As a consequence of the number of favourable corporate issues and underspendings on some employee budgets previously reported it is still anticipated that General Fund expenditure will be within budget at year-end.

7.3 As reported last month many of the agreed savings for the year have been achieved and the remainder are on target to be achieved, or are covered by underspendings elsewhere. 

8   Recommendations 

8.1 Members are asked to note the contents of the report and await the position of the Education Inclusion and Access budget and  request that further investigations are made regarding the  

          Housing Repairs Account. 
   

Alan Westwood

Director of Customer and Support Services
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