
	PART 1

(OPEN TO THE PUBLIC)
	ITEM No. 7



REPORT OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES


TO THE BUDGET AND AUDIT SCRUTINY COMMITTEE ON WEDNESDAY,6th JULY 2005 


TITLE:  REVENUE BUDGET  2005/06: BUDGET MONITORING


RECOMMENDATION: Members are asked to consider the contents of the report, and should they wish, request further detail on any issue of concern.


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 2005-2006.


BACKGROUND DOCUMENTS:

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


CONTACT OFFICER:

Chris Hesketh Tel. No. 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 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:          Budget Strategy


REPORT DETAIL

1.
INTRODUCTION 

1.1 At this time of year work in the Accountancy Division is focused on the closure of the final accounts for the previous year and on monitoring the budget for the current year.

1.2 Both these issues are very important because, although final accounts provide information on what has already happened they can also highlight issues which may present problems in the current and future years’ budgets.

1.3 To make maximum use of the resources available, budget monitoring concentrates on an examination of the major budget heads and the budgets identified as risk areas.

1.4 In addition the overall financial position imposes a need for agreed savings targets to be met in full and emphasis is being placed on the progress being made on each of the savings proposals.

1.5 Individual directorates now prepare, in one form or another, regular monthly monitoring reports to their Lead Member.  

2 GENERAL FUND SERVICES
2.1 Arts and Leisure 

Staffing costs are currently on target and overall the directorate is currently showing a small favourable variation.

2.2 Chief Executive’s 

There is currently an overspend occurring on the budget all of which is within Marketing and Communications. As detailed last month this overspend is to be subject of further investigation and report, and close monitoring will need to continue throughout the remainder of the year.

2.3 Community and Social Services 

Salaries to May 2005 are currently showing a £142,000 underspend (2% of the total salaries budget) as a consequence of vacancies and outstanding agency payments. Unfortunately, the Children’s Outside Placements budget is coming under additional pressure and the latest monitoring report is projecting a year-end overspend of £771,000 which is 13% of the annual budget. Close monitoring will need to continue throughout the year.

2.4 Customer and Support Services 
Overall the expenditure on salaries (including overtime and agency) is within budget to the end of May 2005 however the underspend will be significantly reduced as further agency invoices relating to May are received.

Careful monitoring of overtime and agency payments needs to continue throughout the year to ensure the directorate remains within budget.  

2.5 Development Services 
The Development Services budget has been split into three areas namely i) Joint Venture Management fee, ii) Managed budgets and iii) Council budgets. Monitoring arrangements are 

currently being established with Urban Vision to ensure accountability and a separate report is included on today’s agenda. 

2.6 Education 

At this early stage of the year the directorate is currently indicating that net expenditure will be as budget at year-end. Close monitoring however will need to continue throughout the remainder of the year particularly in pressure areas such as Special Education Needs. 

2.7 Environmental Services

The directorate is anticipating that net expenditure will be as budget at year-end.

2.8 Housing General Fund 

There are a number of minor variations across the budget but overall spend is within provision. A separate report on Homelessness is also on the agenda.  

3 Housing Revenue Account 

3.1    The budget is currently on target, however, the progression of Stock Options will place severe pressure on the budget during 2005/06. Work is continuing to identify the likely costs of Stock Options, including the use of comparative information from other authorities.        


4       Direct Labour and Direct Service Organisations  

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

	DLO / DSO
	As at
	Budget
	Actual
	Variance

	
	
	Surplus /

(Deficit)
	Surplus /

(Deficit)
	Favourable /

(Adverse)

	
	
	£
	£
	£

	School and Welfare Catering
	27/05/05
	150,560
	158,958
	8,398

	Building Cleaning
	31/05/05
	17,487
	17,867
	380

	Commercial Catering
	31/05/05
	(16,409)
	(15,108)
	1,301

	VMM
	31/05/05
	28,000
	29,000
	1,000

	Grounds Maintenance
	31/05/05
	0
	43,000
	43,000

	Street Cleansing
	31/05/05
	4,000
	14,000
	10,000

	Refuse Collection
	31/05/05
	83,000
	83,000
	0

	
	
	
	
	

	Total
	
	266,638
	330,717
	64,079

	
	
	
	
	


4.2 Citywide DSOs

All the Citywide DSOs are currently recording favourable trading positions.

4.3 Environmental Services DSOs

The Street Cleansing DSO is trading profitably and the surplus is favourable to plan. There are no anticipated risks for this operation.

The Vehicle Management and Maintenance DSO is trading profitably and the surplus is favourable to plan. There are no anticipated risks for this operation.

The Refuse Collection DSO is trading to plan and will achieve a surplus to plan by year-end. There are no significant concerns to be addressed.

The Grounds Maintenance DSO is trading profitably at this point in the year, it is expected the operation will report as plan by year-end.
 


5        Progress on agreed savings 
5.1 The attached Appendix 1 provides details of the approved savings included in the 2005 - 2006 revenue budget.

5.2 At this early stage of the year there has been no change to the savings position from what was reported last month. 

5.3 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 implemented and achieved or alternative savings sought.

6 Other Issues 

6.1 The provisional revenue outturn report for 2004/05 was reported at last month's meeting and the impact on 2005/06 will be reported to a future meeting of this committee once the final outturn position is known.

7 Budget Risks 

7.1 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 have been identified and will be subject to greater security. These are detailed at Appendix 2a and 2b along with the latest risk position including, where applicable, details of potential reduction through additional income or reduced expenditure.

8     Summary
8.1 The budgetary control exercise has highlighted that the Children’s Outside Placements budget is once again coming under pressure and that a year-end overspend in the region of £771,000 is currently being reported. This may be offset somewhat by the underspending within the salaries budget but close monitoring should continue throughout the year and members updated concerning the situation on a regular basis.

8.2 None of the other directorates are currently identifying major budget problems and as highlighted last month areas of potential expenditure reductions and increased income should help to alleviate the pressures of any additional risks. 

8.3 No further progress has been made on the savings position since that reported last month. Each of the directorates budgets have been adjusted for their amount of savings and monitoring will continue throughout the year until all savings have been achieved or implemented or alternative savings sought.

Alan Westwood

Strategic Director of Customer and Support Services

SAVINGS (SUMMARY)                                 Appendix 1             

	
	Achieved
	Budget
	Budget
	Total

	
	
	Adjusted
	Adjusted
	

	
	
	On Target
	Behind Target
	

	
	£000
	£000
	£000
	£000

	
	
	
	
	

	ARTS AND LEISURE
	0
	13
	0
	13

	
	
	
	
	

	EDUCATION
	0
	22
	0
	22

	
	
	
	
	

	ENVIRONMENTAL SERVICES
	0
	189
	0
	189

	
	
	
	
	

	CUSTOMER & SUPPORT SERVICES
	0
	796
	0
	796

	
	
	
	
	

	HOUSING
	0
	16
	0
	16

	
	
	
	
	

	DEVELOPMENT SERVICES
	0
	259
	0
	259

	
	
	
	
	

	COMMUNITY & SOCIAL SERVICES
	0
	176
	0
	176

	
	
	
	
	

	CHIEF EXECUTIVE
	0
	7
	0
	7

	
	
	
	
	

	CAPITAL FINANCING
	1,000
	0
	0
	1,000

	
	
	
	
	

	TOTAL
	1,000
	1,478
	0
	2,478

	
	
	
	
	


	Ref.


	Description
	£000
	
	Comments

	
	
	Achieved
	Budget

Adjusted

On Target
	Budget

Adjusted

Behind Target
	Total
	

	
	ARTS & LEISURE
	
	
	
	
	

	AL1
	Improve attendance management
	0
	13
	0
	13
	Budget adjusted - being monitored



	
	
	
	
	
	
	

	
	Total
	0
	13
	0
	13
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	EDUCATION


	
	
	
	
	

	ED1
	Improve attendance management
	0
	22
	0
	22
	Budget adjusted - being monitored



	
	
	
	
	
	
	

	
	Total
	0
	22
	0
	22
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	ENVIRONMENTAL SERVICES


	
	
	
	
	

	ENV1
	Increase in income
	0
	130
	0
	130
	Budget adjusted - being monitored



	ENV2
	Light vehicle fleet tender
	0
	50
	0
	50
	Budget adjusted - being monitored



	ENV3
	Improve attendance management
	0
	9
	0
	9
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	
	Total
	0
	189
	0
	189
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	CUSTOMER & SUPPORT SERVICES


	
	
	
	
	

	CS1
	Support Services Review
	0
	200
	0
	200
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	CS2
	HR – reduce professional & short courses
	0
	23
	0
	23
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	CS3
	Customer Services – supplies & services
	0
	21
	0
	21
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	CS4
	Customer Services – increase court costs
	0
	25
	0
	25
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	CS5 
	Finance – increase payroll/pensions schools SLA’s
	0
	10
	0
	10
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	CS6
	Support Services Review – further savings
	0
	150
	0
	150
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	CS7
	Energy savings
	0
	150
	0
	150
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	CS8
	Procurement – use of purchase cards
	0
	25
	0
	25
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	CS9
	Improve attendance management
	0
	57
	0
	57
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	CS10
	HR – Support Services Review – further savings
	0
	100
	0
	100
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	CS11
	HR – Procurement of agency staff
	0
	25
	0
	25
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	CS12
	HR – Improve attendance management
	0
	10
	0
	10
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	
	Total
	0
	796
	0
	796
	

	
	
	
	
	
	
	

	
	HOUSING


	
	
	
	
	

	HS1
	Use of agency staff
	0
	14
	0
	14
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	HS2
	Improve attendance management
	0
	2
	0
	2
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	
	Total
	0
	16
	0
	16
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	DEVELOPMENT SERVICES


	
	
	
	
	

	DS1
	Urban Vision JVC efficiency savings
	0
	230
	0
	230
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	DS2
	Improve attendance management
	0
	29
	0
	29
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	
	Total
	0
	259
	0
	259
	

	
	
	
	
	
	
	

	
	COMMUNITY & SOCIAL SERVICES


	
	
	
	
	

	SS1
	Reorganise transport services
	0
	25
	0
	25
	 Budget adjusted - being monitored



	SS2
	Reorganise transport services – further savings
	0
	50
	0
	50
	 Budget adjusted - being monitored

	
	
	
	
	
	
	

	SS3
	Improve attendance management
	0
	101
	0
	101
	 Budget adjusted - being monitored

	
	
	
	
	
	
	

	
	Total
	0
	176
	0
	176
	

	
	
	
	
	
	
	

	
	CHIEF EXECUTIVE


	
	
	
	
	

	CE1
	Improve attendance management
	0
	7
	0
	7
	Budget adjusted - being monitored

	
	
	
	
	
	
	

	
	Total
	0
	7
	0
	7
	

	
	
	
	
	
	
	

	
	CAPITAL FINANCING
	
	
	
	
	

	
	
	
	
	
	
	

	C1
	Debt rescheduling
	1,000
	0
	0
	1,000
	Achieved

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Total
	1,000
	0
	0
	1,000
	

	
	GRAND TOTAL
	1,000
	1,478
	0
	2,478
	





















Appendix 2a

RISK ASSESSMENT OF REQUIREMENT FOR RESERVES 2005/06

	2005/06 Provision       

£000s
	Area of Expenditure
	Explanation of Risk/Justification for Reserves


	Latest Risk Assessment

	0
	Pay
	Budget assumes an increase of 2.95% for all staff in 2005/06. Admin staff have settled at this level as the 2nd year of a 3-year pay deal agreed from 2004/05. Teachers pay increase will be funded by schools from their cash-limited, passported budget and will need to be managed if the settlement is higher.
	No further risk.

	250
	Prices
	It is assumed that price inflation can be managed by directorates within a zero cash-limited increase or specific inflation allowances built into the budget. A 30% increase has been provided for increases in fuel contracts due for renewal in 2005/06. The scope for other price increases having an impact is therefore limited, with most risk likely to be around the care services sector. 
	Electricity contract renewal – two tenders for street lighting and over 100kw sites were renewed on 1st April at increases of 62% and 25% respectively, compared with the budget assumption of a 30% increase.

	500
	Insurance – Tripping Claims
	The trend with tripping claims shows signs of a flattening out. Planned investment in footpath improvements from 2005/06 over 5 years are expected to begin to reduce claims volumes and cost. Current budgetary provision allows for £5.4m annual cost of tripping claims. Claims (settled and unsettled) for 2002/03 and 2003/04 at 31/10/04 are at £4.872m and £4.985m respectively.
	Highway tripping claims – trends are indicating a decline in volumes.

	0
	DSO surpluses
	The 2005/06 budget has now eliminated the dependence upon DSO surpluses making a contribution. DSOs collectively tend to return a surplus, even where 1 or 2 may make a loss individually. 
	Not now applicable.

	1,500
	Social Services
	Experience from previous budgets and from other local authorities across the country demonstrates that key areas of service provision to children, adults and the elderly can all come under pressure from increasing demand for those services. Insufficient Government funding and the threat of bed blocking penalties add to the demand pressures, although the latter is under control at present. The introduction of pooled budgets also limits the scope to reallocate resources between budget heads. Whilst the risk in the area of children seems to have reduced for the present it may well return, but there is now growing pressure upon care for adults with learning difficulties.
	· Learning Difficulties - The increase in demand and cost of packages of care 

· Residential Care Home rate price increases for residential and nursing placements outside the Authority

· Hospital discharges - The level of delayed discharges and the impact of fines

· Home Care - Potential growth in demand to support people independently at home 

· Supporting People - potential reductions in income

· Children and Families - The cost of outside placements and agency foster care

· Increasing Legal Costs for Children Looked After court cases



	500
	HB and Council Tax Benefit Subsidy
	The payment of rent rebates became a General Fund responsibility from 2004/05 and the combined benefit budget will be £88m. Benefit payments are subject to demand and certain types of rebate payment which attract nil or low rates of subsidy, eg LA error, overpayments, may be subject to variation. The final benefit subsidy rate for 2004/05 will only be known in late 2005/06 or early 2006/07 when claims have been audited and DWP can finally determine the amount of subsidy payable. There is therefore also a risk of subsidy clawback that needs to be allowed for, in addition to the risk of reduced subsidy on certain categories of benefit payment.
	

	150
	Development Services - income achievement
	A number of income budgets, eg planning and building control fees, parking fines, market and commercial rents, are all subject to economic conditions or external demand influences, any one of which may unexpectedly develop a significant shortfall.
	

	500
	Housing – income


	The growth in private sector housing activity, notably through Supporting People, Asylum Seekers and HMRF has placed a greater emphasis on income budgets, particular Government grants for SP/AS and recharging salaries to capital associated with HMRF. There is a risk of over-optimism in assessing the likely income.
	

	500
	Education - SEN
	Demand pressures from a potential increase in the number and cost of out-of-district placements has begun to emerge and a cost increase of £400k has been allowed for in the 2005/06 budget. There is a risk of a further increase in placements and cost if the trend cannot be arrested.
	SEN extra district placements and transport.

	250
	Non-achievement of savings
	There is a risk that some proposals built into the budget plans cannot be delivered on time or at all.
	

	500
	Other unforeseen expenditure /income shortfall
	There is a risk that unexpected events may occur which require expenditure to be incurred or income to be foregone which have not been budgeted for.
	Arts & Leisure

· Triathlon costs and sponsorship need to be closely monitored to ensure they stay within budget
· Closure of leisure facilities for refurbishment possible loss of income
Customer and Support Services

· Licensing – the impact of the new legislative requirements, ie whether new sources of income will cover the additional staffing and other costs

· HR –additional cost of staff development  training

· Reduction on services to external customers

· Reduction in car loan interest

· LIFT project running costs

· Time expired schemes

Education

· Closure of Lledr Hall for refurbishment possible loss of income

· Structure resulting from move to Childrens Services

Environmental Services

· Waste Levy – the amount of tonnage presented to the Waste Disposal Authority for disposal and the impact that might have on the variable amount of the levy for 2005/06 

· Greater Manchester Waste Strategy – 25 year contract

· Contaminated land

· Waste management and recycling targets

· PSA achievement

· Income managemrent

· Industrial relations

· Security of assets 

Marketing and Communications

· The extent of commitments for new project work and their source of funding

Precept and Charges

· Coroners Court – mortuary charges made by Salford Royal Hospitals NHS Trust and how these should be funded

	200
	Treasury Management
	There are currently 2 key areas of risk :-

· Investment returns may under-achieve or borrowing costs exceed budget assumptions

· Audit Commission interpretation of the accounting treatment of interest on LOBO loans and premia on restructured loans differing from Salford’s (and all other authorities involved)

The evaluation of risk assumes only the first risk exists as a potential call upon reserves and that there is adequate cover within provisions for the second.
	Pre borrowing in 2004/05 and the completion of borrowing requirements for 2005/06 at preferential interest rates will provide some modest cost reductions to both General Fund and the HRA.



	0
	Capitalisation of revenue
	Budget plans have reduced the extent of capitalisation of revenue to £2m for 2005/06. The risk that insufficient expenditure can be identified within the revenue budget that can be legitimately categorised as revenue is therefore considered to no longer exist.
	No further risk

	2,000
	VAT – breach of partial exemption limit
	The extent of capital investment on activities that are exempt from VAT is such that the partial exemption limit of 5% of total VAT incurred is at risk of being breached in 2005/06, which if it occurred would result in all partially exempt VAT needing to be met by the Council.
	Following government budget changes to the way child care provision is treated this is now unlikely

	6,850
	Total
	
	


HRA RISK ASSESSMENT OF REQUIREMENT FOR BALANCES 2005/06                                                                                              Appendix 2b

	Amount £000’s
	Area of Expenditure
	Explanation of Risk /Justification for Reserves 

2005/06
	Latest Risk Assessment

	500
	Right to Buy Applications
	Although the dwelling rents income budget has been based on current levels of completions, an increase in this resulting from Government Initiatives would reduce the amount of income collected.
	Current monitoring indicates that any reductions in income should be managed within the overall budget for the HRA without the need for the use of balances.

	1,000
	Housing Repairs / Decent Homes
	NPHL have indicated through the budget discussions that both the revenue and capital budgets for repairs are possibly under funded. Whilst the programmes are being tailored to match the available resources any unforeseen issues or variations could result in a need for the use of balances.
	Based on the monitoring discussions held with NPHL they are working within the allocated budgets and at present this should not be an issue.

	500
	Stock Options
	At present the final round of consultation is being undertaken and the outcomes from this could result in major pieces of specialised work being required in order to reap the benefits of future possible funding.
	There is a big issue around the costs of Stock Options in order to get the benefits of £400m plus of funding into the Council. The likely costs to be incurred are currently being considered against the available balances.

	250
	Void Properties / Homelessness
	The requirement to meet Homelessness targets may result in the need to accelerate bringing void properties back into use.
	This is still a risk and there is a separate report on the agenda on Homelessness.

	250
	NPHL Management Fee
	Unforeseen issues arising through NPHL that are not covered by the management fee or could be accommodated within it.
	At present there are no issues arising on the fee based on the first quarter’s monitoring information supplied by NPHL.

	2,500
	Total
	
	


The above represents the possible major risks that could occur and demonstrates that the budgeted balances of 3% or £2.5m are sufficient to cover these risks. 

.
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