
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, 8th JUNE 2005


TITLE:  REVENUE BUDGET 2005/06: BUDGET MONITORING


RECOMMENDATION: Members are asked to note the contents of the report.


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 2005 -2006.


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 will be identified in reports to this committee in July and September 2005. 


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: 2005/06 Revenue Budget


Report Detail

1 Introduction 

1.1 In accordance with the ‘White Paper’ “Strong Local Leadership – Quality Public Services” revised Accounts and Audit Regulations came into force on the 1st April 2003. These regulations amongst other things brought in the requirement to phase in the earlier signing, approval and publication of the statement of accounts. The phasing in process will necessitate the accounts for the current year to be completed and approved the 31st July 2005 and for all future years commencing 2006 by the 30th June.

1.2 To try to ensure the revised regulations are adhered to an internal final accounts closure programme has been prepared which incorporates a target completion date of the 30th June 2005.

1.3 Budget monitoring reports are normally presented to members on a monthly basis commencing in the June cycle of meetings when expenditure and income covering the April period are reviewed.

1.4 At this time of year, however, work in the Accountancy Division is focused on the closure of the final accounts for the previous year and as a consequence of the pressures associated with the need to complete the accounts much earlier a number of accountants may not yet have formally produced reports to their lead member although they have examined their budgets.

1.5 At this early stage of the financial year there is very little indicative financial information available for budget monitoring requirements and reviews are in the main concentrated on salaries and wages and the implementation of agreed savings.

1.6 This report therefore concentrates on salaries and wages expenditure and the progress being made in meeting the agreed revenue budget savings proposals for the year. 

2  
Budgetary Control Reports

2.1 Issues have arisen with a few budget headings where investigations are currently in hand or new developments have arisen since the budget was determined, ie:

Areas of Potential Cost Increase

· 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.

· Marketing & Communications – the extent of commitments for new project work and their source of funding.

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

· 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.

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

Areas of Potential Expenditure Reduction/Increased Income

· Local PSA 1 – the uses of the potential reward grant for achievement of the “stretch” performance targets, expected to be £3.3m.

·  Manchester Airport – favourable trading results for 2004/05 should provide an increase in dividend payment.

· Modesole Limited – an unbudgeted dividend is expected and an offer has been made by Manchester City Council to acquire the shareholding of the other authorities.

· Capital Financing – 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.

· Property Insurance Renewal – has been renewed within the budget at a modest saving 

· District Audit Fees – have been renewed within budget at a modest saving.

· Highway Tripping Claims – trends are indicating a decline in volumes.

Further details will be reported on these issues should they result in a requirement for budget variations as monitoring progresses over the next few months.  

3 Progress on agreed savings

3.1 The attached appendix provides details of the approved savings included in the 2005-2006 revenue budget.

3.2 The appendix will be updated during the year and it will be included as part of the regular monthly monitoring report until the savings have been implemented and achieved. 

4 Other Issues

4.1 Members are reminded that the budget for the year includes a 2.95% pay award for local government staff. A similar provision has been made for the teachers pay increase, although this has yet to be agreed. Any higher increase for teachers will need to be met from the schools budget and therefore there will not be any risk of a liability falling on the City Council in 2005/06.

4.2 Price inflation has been limited to a 2.5% increase for charges outside the control of the City Council, whilst no inflationary increase has been allowed for general supplies. A 30% increase has been provided for fuel contracts wherever applicable due to be renewed in the current year and 10% in respect of water. Increases in levies have been provided for at the levy approved by the appropriate bodies. 

4.3 School budgets have been increased in line with the amount required by the DfES.

4.4 Inflationary increases during 2005/06 will require close monitoring and scrutiny, and where they exceed the assumptions will need to be contained within the budget allocations to directorates. The risk assessment of reserves makes allowance for the possibility of excessive inflationary costs being unable to be met by directorates.

5 Budget Risks

5.1 A full budget monitoring exercise will be undertaken each month by all directorates to ensure that any issues and corrective action are identified at an early stage. It is useful however, to identify areas that could represent risks in budgetary control and as a result will be subject to greater scrutiny.

5.2 The key risks identified by the various directorates are to be reported to members in July.

6 Summary

6.1 At this early stage in the financial year the budgetary control exercise has already highlighted a possible overspend within the Marketing and Communications directorate and this will be the subject of a further report. All the remaining directorates are not indicating that there are any potential problem areas, however close scrutiny will continue throughout the year to determine if any overspends are likely to occur.

6.2 Some progress has been made in respect of the agreed savings for the year and whilst many have not yet been fully achieved the budget has been adjusted accordingly. Close scrutiny will need to continue throughout the year to ensure that the full amount of savings are achieved.

7 Recommendation

7.1 Members are asked to note the contents of the report.

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







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 1 Contd.





SAVINGS (ANALYSIS)








6
5
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