

                           REPORT OF THE DIRECTOR OF CORPORATE SERVICES




                                                   TO THE BUDGET COMMITTEE                                                                                  

 
                                           ON  WEDNESDAY, 5th FEBRUARY 2003



TITLE : REVENUE BUDGET 2002/2003 : BUDGET MONITORING 

RECOMMENDATIONS :

Members are requested to note the current position on the revenue budget and to remind all directors of the need to ensure that net expenditure is kept within the agreed approximate.



EXECUTIVE SUMMARY :

The report details the calculation of the control totals which are used to produce budget projections, the revised estimate (or approximate) for 2002/2003 and those areas causing some concerns.



BACKGROUND DOCUMENTS :

(Available for public inspection)

Various budgetary control reports, DSO trading statements and revenue estimates working papers.



CONTACT OFFICER : Winston Guest                      Tel. No.  793 2638




ASSESSMENT OF RISK :

Any variation to net expenditure will have a direct impact on the level of General Fund balances 

available.

SOURCE OF FUNDING : Revenue Budget and Various Funds.

LEGAL ADVICE OBTAINED : Not Applicable

FINANCIAL ADVICE OBTAINED : 

This report has been prepared by the Finance Division of  the Corporate Services directorate.



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



KEY COUNCIL POLICIES :       2002/2003 Revenue Budget



REPORT DETAIL

1.
INTRODUCTION 

1.1
Work on the 2003-2004 revenue budget, which includes a reassessment of the current year’s estimate to produce the 2002-2003 approximate, has now been completed. During the budget process directorates have reviewed all of the issues which have been highlighted by the budget monitoring exercise and this report includes details of the latest approximate figures which this year are essentially the amounts included in the “control totals”.

2.
CONTROL TOTALS
2.1
Control totals are used to produce budget projections and as an aid in monitoring the overall budget. They are arrived at by amending the original base estimate to take account of known and potential variations, which are mainly outside of the direct control of directorates.

2.2
The items which make up these adjustments include the settlement of any pay awards, allowances for price increases, NNDR and insurance charges, demographic changes and legislative matters and the totals are refined as firm figures for each of the items involved are determined or clearer information comes to light.

2.3
The agreed savings for the year have now been absorbed into the figures.

3.
CHANGES FROM THE ORIGINAL BASE ESTIMATE TO THE CONTROL TOTAL
3.1
The base estimate for 2002-2003 amounted to £249.090m and assumed a net contribution to balances of £1m as part of the budget strategy of seeking to restore reserves to 3% of the net revenue budget.

3.2
The changes to the control total involve allocations from the inflation and contingency provisions, which were included in the original estimate, some of the items which have been discussed in the budget monitoring exercise during the year and variations to the base figures that have been agreed by the Cabinet. 

3.3
The control total includes those items, which have been accepted as unavoidable increases in net expenditure, and an analysis of all the variations is included at Appendix 1.

3.4
The following items have been raised during this month's budgetary control exercise or are outstanding from previous reports: -

· Arts and Leisure

Most of the problem areas this year have related to the agreed savings, with expected shortfalls identified in the last report of £37,000 from Clifton House Farm, North Salford Trampolining Centre and the Working Class Movement Library. Other income of £14,000 from Cleavley Track and Cadishead After School Club remains to be achieved. Through  a moratorium having been placed for the remainder of the year on non-essential expenditure and  delaying the filling of vacancies where risk is limited, the savings will be achieved. 

The only other area of remaining doubt is sporting income where there is an increase in income arising from the introduction of fitness suites but this was offset by partial closures whilst the refurbishment work was carried out during their introduction. The net shortfall for the year could amount to £54,000. 

· Education   

At present only the School and Welfare DSO is trading profitably but it is anticipated that the remaining DSOs will reach a breakeven situation by the end of the financial year.   

· Environmental Services

At present the budget is showing a favourable position. However, there are currently two issues under examination:-

It is expected that additional dayworks charges from refuse collection/street cleansing for the removal of fly tipping will result in a projected overspending of approximately £140,000 by the end of the year. Work is being carried out to establish the extent, if any, of  these costs being recharged to other services from whose land the fly tipping was removed. The additional cost can be met to a large extent by a grant of £92,000 for the removal of fridges and freezers to be paid by DEFRA.

Three of the directorate’s DSOs, Refuse Collection, Street Cleansing and VMM are trading profitably. The trading position of City Landscapes is showing a loss. This loss is in line with last year's profile and a surplus was achieved by the end of the year. Close scrutiny of the trading position is continuing.

· Housing Non HRA
The private sector housing activity is overspending mainly on employee costs but it is hoped that the expenditure will be charged to capital without any impact being felt on the revenue budget.  

· Community and Social Services

The pressure on home care costs is continuing but it is expected that the extra expenditure can be absorbed so that the directorate will be able to contain net expenditure within the budget allocation.

4.
SUMMARY POSITION

4.1
In addition to the performance of directorates, the overall budget and the consequent movement in the level of balances is affected by the calls made on the use of the contingency and inflation provisions.

4.2
These changes are summarised in the table below which shows the effect of the changes to the control totals, directorate variations and the use of the contingency and inflation provisions.










 

£m


Variations to produce control total – Appendix1

· Budgetary control items
0.501  (A)

· Other                                                                                     
0.230  (F)

· Use of Earmarked Funds                                                           0.271  (F)




-------




  Nil

4.3
The projection for the Approximate, therefore, shows that there will be no variation in the budgeted contribution to balances of £1m, which means that the level of balances at 31st March 2003 will be £5m.

5.
OTHER SERVICES

5.1
To complete the overall picture, the following two sections deal with the remaining parts of the revenue budget - the Housing Revenue Account and the Direct Labour and Direct Service Organisations.

6.
HOUSING REVENUE ACCOUNT

6.1
Service tenancy allowances are recording an adverse position of  £49,000 as a result of additional dwellings being provided to tenant groups for use as offices. This issue will be addressed when the approximate for the year is finalised.

7.
DIRECT LABOUR and DIRECT SERVICES ORGANISATIONS

7.1 It was pointed out last month that the indications were that the target surplus for the year was unlikely to be achieved. The latest trading statements together with appropriate projections strongly suggest that the budgeted contribution from DSOs amounting to £0.5m will not materialise. There is a small balance remaining in the DSO Appropriation account and this can be used to reduce any shortfall in the contribution.

8.
SUMMARY

8.1
The application of control totals shows that the approximate for 2002/03 should be in line with the original budget and that the contribution to balances of £1m should be met. 

8.2 It is pointed out however that this position still assumes that the DSOs will be able to contribute £0.5m from surpluses to support the revenue budget and at this stage it appears that  this level of surpluses may not be achieved.

9.      RECOMMENDATIONS
9.1
Members are asked to note the report and to ask directorates to continue to exercise  close monitoring to ensure budget allocations are not exceeded.

Alan Westwood

Director of Corporate Services

WG/CK

27 Jan 03

3
5
budmonwg2410


