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REPORT OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES


TO: BUDGET AND AUDIT SCRUTINY COMMITTEE ON WEDNESDAY 8th JUNE 2005 


SUBJECT: REVENUE BUDGET 2004/2005: PROVISIONAL OUTTURN 


RECOMMENDATIONS:

Members are asked to:-

i) note the contents of the report;

ii) defer consideration of the treatment of overspends until all outstanding issues have been resolved;

iii) request reports to explain the reasons for the trading losses incurred by the Refuse Collection and Highway Services DSOs;

iv) request reports from the Strategic Directors of Housing and Planning and Environment on the impact in 2005/06 of the additional cost of homelessness and the general environmental services overspend in 2004/05 subject to clarification from further investigations.


EXECUTIVE SUMMARY:

The report provides details of the 2004-2005 provisional revenue outturn results for directorate controlled budgets which shows a net underspend of £288,000, equivalent to 0.1% of net expenditure, compared to the revised estimate for the year. 


BACKGROUND DOCUMENTS:

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


CONTACT OFFICER:     Colin Kay                  Tel. No.  793 3245       

E-mail: colin.kay@salford.gov.uk

ASSESSMENT OF RISK: Low: There is a risk during the year that revenue expenditure will exceed the budget allowance resulting in virements or an unforeseen call on reserves. There is also the risk of directorates underspending, which could indicate an inefficient allocation of scarce financial resources which might have been better committed elsewhere. Directorates exercise budgetary control measures throughout the financial year in order to detect variations as soon as possible, take corrective action where necessary and so minimise any risk of exceeding budgets.


SOURCE OF FUNDING: Revenue Budget


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           Budget Strategy


REPORT DETAIL

1.
INTRODUCTION 

1.1 This report is being presented to provide Budget and Audit Scrutiny Committee with a provisional indication of the revenue outturn for 2004-2005. 

1.2
Final accounts are an integral part of good financial planning and management and an early indication of the results for the year helps to establish any areas which need to be investigated for the new budget and for any projections which are being made for future years.

1.3
For information the revised estimate for 2004-2005, which formed part of the 2005-2006 revenue budget report, expected to show an underspend of £1.0m against the budget plan leaving estimated balances of £7.5m to be held at 31st March 2005. This £1.0m was made up of budgeted contributions from rate refunds of £0.5m used to fund the approved carry forward of underspends from 2003/04 without the need to call on reserves. The remaining £0.5m relates to underspend on services. Both of these items have been incorporated into the revised estimate and therefore this report shows variations against the adjusted position. 

1.4
The accounts of the City Council consist essentially of two elements, those activities which come within the direct control of service directorates and the remaining functions covering financial and technical issues such as reserves, balances and provisions, which are considered on a corporate basis.

1.5 This report deals with activities under the control of directorates and lead members. The corporate financial and technical matters will be finalised as part of the consolidation of the statement of accounts. For information purposes, the estimate for these corporate items is shown at the foot of Appendix 1.

1.6 As part of the earlier closure requirements, implemented as a consequence of the revised Accounts and Audit Regulations 2003, the completion of the statutory statement is planned for the 30th June 2005 with approval by the Accounts Committee on 18th July 2005. 

2.
DIRECTORATE RESULTS
2.1 As is usual, because of the large amount of detailed and technical work which is involved, there are a number of issues which are still being examined and the results in this report are being presented subject to the following:-

(i) Work is currently being carried out on the completion of the capital outturn figures for 2004-2005 and a report on the position is also to be presented at today’s meeting. It is possible therefore that there could be some adjustments in the treatment of some of the expenditure that has been included in the provisional revenue figures. 

(ii) Although in practice the results for schools do not have a direct impact on other general fund services, it is necessary to ensure that the correct expenditure for schools is determined to ensure that correct allocations of expenditure have been made between schools and non schools. This work is continuing and at this stage the provisional results for schools have been shown at budget level.

(iii) The DLO/DSO accounts have not yet been fully completed and some adjustments may be required to General Fund services. However, the initial results of the trading operations are indicating that the budgeted contribution of £0.250m to General Fund from surpluses will be fully met.

(iv) Examination of the major variations in respect of Development Services is still continuing

but there should be no impact on the outturn position. 

(v)
A number of provisions and reserves, including the insurance fund, which have been set up in previous years to meet future calls on resources or to minimise the effects of possible reduction or non-payment of grants, are being examined to establish whether the provisions will still be required or if the balances are at adequate levels.  

2.2 Subject to the outcome of the above issues the provisional outturn for directorate net expenditure, summarised by directorates in Appendix 1, shows a net underspending of approximately £0.3m compared to the revised estimate.

2.3 The net underspend is made up of several variations across each of the directorates and a provisional summary of the main items is attached at Appendix 2. These variations may be affected by the outstanding issues mentioned earlier and final details will be provided in the statement of accounts. Details of the provisional variations are available in directorates and directors will be able to make use of them for financial management purposes.

2.4 Most of the variations are not unexpected although there are concerns regarding:-

· The additional costs of £121,000 incurred by the Housing General Fund in respect of homelessness, despite an additional budget allocation of £500,000 during the year.

· The unanticipated overspend of £171,000 within the Environmental Services budget.

It is suggested that further investigations are carried out in respect of these two items and reports prepared on the impact on the 2005/06 budget.  

2.5 The provisional results for the DLOs/DSOs, shown in Appendix 3, indicate that an overall net surplus of approximately  £329,000 has been achieved despite losses of £51,000 and £20,000 respectively being incurred by the Refuse Collection and Highway Services DSO. 

3.
REQUESTS FOR THE CARRY FORWARD OF BALANCES

3.1 Members will recall that as a consequence of the City Council's revenue reserves and provisions being restored to a healthy position the scheme for the carry forward of under / overspent balances was reintroduced last financial year.

3.2 As a significant amount of work has still to be completed before the final outturn position can be fully established, the precise amounts of underspends to be carried forward and the treatment of overspends will be reported to a future Budget and Audit Scrutiny Committee meeting.

3.3 However, based upon current information, an indication of amounts to be transferred to reserves and amounts to be carried forward are provided at Appendix 4.  

3.4 It should be noted that within Customer and Support Services there is an underspend of £265,000 on Community Committee budgets. Whilst investigation will be necessary into the extent of the underspent balance for each Community Committee, in the context of the scheme, it is normal practice to carry this balance forward. 

4.
FINAL ACCOUNTS
4.1 Work is now continuing to resolve the outstanding issues referred to above and in considering and dealing with the corporate, technical and financial adjustments. Ultimately this work will focus on the preparation of the statutory statement of accounts for presentation to and approval by members for submission to the Audit Commission prior to the formal publication of the statement.

5.
SUMMARY

5.1 The current provisional figures suggest that overall directorate net underspend, taking into account anticipated DLO/DSO net surpluses, will be £288,000.







5.2
Excluding the underspend by Community Committees, there is a net underspend by directorates of £23,000.
5.3 However this position may change following the review of corporate, technical and financial adjustments. 

6.
RECOMMENDATIONS

6.1 Members are asked to:-

i) note the contents of the report;

ii) defer consideration of the treatment of overspends until all outstanding issues have been resolved;

iii) request reports to explain the reasons for the trading losses incurred by the Refuse Collection and Highway Services DSOs;

iv) request reports from the Strategic Directors of Housing and Planning and Environment on the impact in 2005/06 of the additional cost of homelessness and the general environmental services overspend in 2004/05 subject to clarification from further investigations.

Alan Westwood

Strategic Director of Customer and Support Services
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