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TO BUDGET SCRUTINY COMMITTEE 

ON WEDNESDAY, 4TH JULY, 2007 
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TITLE:

REVENUE BUDGET – KEY ISSUES FOR FUTURE REVIEW



_______________________________________________________________________

RECOMMENDATION:  


 Members are requested to consider the contents of this report and identify any matters for further consideration.       

_______________________________________________________________________

EXECUTIVE SUMMARY:

This report identifies the key issues arising from the 2006/07 outturn, preparation of the 2007/08 revenue budget and prospects for the 2008/09 revenue budget for consideration in the workplan for the Committee for the forthcoming year.

_______________________________________________________________________

BACKGROUND DOCUMENTS:



2007/08 Revenue Budget report to Council, 21st February, 2007 

2006/07 Revenue Outturn report to Budget Scrutiny Committee, 6th June 2007 
 

_______________________________________________________________________

ASSESSMENT OF RISK:
Medium.
 

_______________________________________________________________________

SOURCE OF FUNDING:
Revenue Budget, Housing Revenue Account and Capital Programme


_______________________________________________________________________

LEGAL IMPLICATIONS:
None


_______________________________________________________________________

FINANCIAL IMPLICATIONS:
Report prepared by the Head of Finance


_______________________________________________________________________

VALUE FOR MONEY IMPLICATIONS:
Improvements in value for money are sought through the budget planning process



_______________________________________________________________________

HUMAN RESOURCES:
None directly


_______________________________________________________________________

CONTACT OFFICER:
John Spink x3230


_______________________________________________________________________

WARD(S) TO WHICH REPORT RELATES:
Potentially all


_______________________________________________________________________

KEY COUNCIL POLICIES:
Budget Strategy


_______________________________________________________________________

DETAILS

INTRODUCTION

The purpose of this report is to identify the key issues and any lessons learned arising from the 2006/07 outturn, preparation of the 2007/08 revenue budget and prospects for the 2008/09 revenue budget for consideration in the workplan for the Committee for the forthcoming year.

2006/07 REVENUE OUTTURN

Key issues that arose during the last financial year concerned :-

· Additional demand for children’s outside care placements and special needs transport

· Increased recycling costs with refuse collection

· Adult social care

· Equal pay claims

These issues were built into the projected outturn for 2006/07 prepared in February and the continuing effects incorporated into budget plans for 2007/08. Committee has built the first three items into its workplan for the next few meetings and has already considered a report on equal pay at its June meeting, with a further report requested during the autumn.

The effect of overspends in the above-mentioned areas was largely offset by increased investment income and debt rescheduling savings from capital financing. Half-yearly reports will continue to come to this Committee on performance with the capital financing budget. Members have also monitored closely the progress with new accounting requirements concerning LOBO loans and premiums and discounts, and legislation promised by the DCLG should overcome any remaining concerns that have been expressed by local authorities, including Salford, about CIPFA’s proposed changes.

The final outturn has seen some windfall revenue gains arising from steps to dissolve a company called Chapel Wharf Ltd, in which the Council has a minority interest, and from a reduction in the value of the Insurance Fund. These may be matters where the Committee may wish to receive further information to understand more fully how these gains have arisen and any implications for the future. 

As a consequence of the above, provisions and reserves are in a healthier position than previously forecast, which should offset any budgetary pressures that may emerge in 2007/08 and for planning the 2008/09 revenue budget.

The main pressure that has needed to be borne by the Housing Revenue Account has been the cost of preparing for the transfer of housing stock. Progress with this matter has been programmed into the workplan for further consideration in September.

An aspect of the Council’s finances which can receive less attention due to the introduction of the Dedicated Schools Grant is schools budgets. However, the Council has a duty to ensure schools manage their budgets in an appropriate manner, by avoiding deficits or, where they do go into deficit, have appropriate plans to get back into surplus, do not hold excessive surpluses unnecessarily and have plans to use any accumulated surpluses appropriately. In 2006/07, the number of schools in deficit increased from 28 to 29 and deficits from £2.7m to £3.8m, whilst the number of schools in surplus went from 74 to 73 and surpluses from £6.2m to £6.7m. Members may wish to consider whether its scrutiny of the Children’s Services budget in September should include more detailed information and analysis on school budget positions.

2007/08 REVENUE BUDGET AND CAPITAL PROGRAMME

Revenue budget plans are heavily dependant upon the revenue that can be realised from Council Tax and members have already this financial year received a report concerning the collection of Council Tax and requested a further report on certain aspects of collection, ie write-offs, cost of collection and cash flow impact. Another aspect which members may wish to understand is the relationship between the BVPI indicator for collection within the year and the operation of the Collection Fund, which needs to take a longer-term view on the likelihood of achieving certain collection targets.

As the year progresses, members will be updated each month with issues that emerge from budget monitoring, including progress with the achievement of savings and the mitigation of key risks. Of particular interest to members may be some of the corporately driven savings that all directorates have been asked to deliver arising from the “Think Efficiency” initiative and the review of administration. A report on progress with these particular areas is to be timetabled into the workplan. The 2007/08 savings plan for Community Health and Social Care was predicated on around £1m of one-off savings, and members may wish to consider how the directorate is addressing this for 2008/09 when it attends in October.

Key areas of spending pressure that will continue to be high risk having already been referred to in the section on the 2006/07 outturn, ie children, recycling and adult social care, and these will continue to be the subject of further planned scrutiny. No other high risk areas have so far been identified, but reports will be brought to members as soon as any emerge.

With the Housing Revenue Account, the progress towards stock transfer will gather pace during the year, with the associated preparation costs being a key risk, together with how the proposed split and transfer of the functions currently carried out by New Prospect and the Housing client into new delivery vehicles in Salix Homes, City West Housing Trust, Housing Connections Partnership and the Housing client will impact on both the Housing Revenue Account and the General Fund budgets. These issues will be the subject of report in September.

Key risks around the capital programme concern the delivery of the required capital receipts to provide the necessary match funding for Government and other external funding.  Members will be updated with changes to capital receipts forecasts as part of the monthly monitoring reports, but may wish to have a fuller understanding of the longer-term plans for the use of capital receipts, eg the earmarking of receipts for specified purposes, eg schools, HMRF, regeneration, etc, and in connection with major future developments such as the BSF programme.

2008/09 BUDGET PLANNING

Monthly update reports on the development of the budget strategy for 2008/09 are programmed into the workplan for the Committee as from September.

There are signs already that next year could well be an even more difficult year in prospect. The next 3 years will see the Government develop further its plans for 3-year fixed Formula Grant settlements, having embarked on this approach with a 2-year grant settlement covering the years 2006/07 and 2007/08. The budget strategy will therefore need to be developed over a similar 3-year horizon. The Government has already signalled that the 2007 Comprehensive Spending Review will need to tighten public expenditure and local government expenditure, other than possibly its health and education priorities, is expected to bear the brunt of that squeeze. Gershon cashable efficiency targets of 3% per annum for the next 3 years have also been announced for the public sector (an increase from 2.5% combined cashable and non-cashable savings for the past 3 years) and are expected to be factored into grant settlements for local authorities.

The pay and grading review, due to be implemented for 1st April 2008, could potentially also be a matter which could add considerably to local government costs and bring added spending pressure. A specific report on this matter has been programmed into the workplan.

The total quantum of the Formula Grant settlement will be a matter that will need to be scrutinised closely. Apart from the impact of 2007 CSR and Gershon, the Government has already announced measures that will impact upon the settlement and local government will want to ensure that they are adequately reflected in the resources made available. Such matters concern :-

· Empty property rates – following the March Budget announcement, draft legislation has been produced which will reduce the period for which exemption is allowed from business rates. It has been estimated that this could yield an extra £900m nationally in revenue for local government, and we need to see that this feeds through in extra revenue, not simply taken off the grant entitlement and kept by the Exchequer. Local authorities will also need to review what this means in terms of additional expenditure for their own commercial property portfolio.

· Concessionary fares – the Government proposes to introduce a universally free service for older people and the disabled, an enhancement of the current concessionary arrangements. Adequate additional grant resource needs to be made available to recompense local government for the cost of the scheme, which is estimated at £212m nationally, and this needs to be distributed fairly.

· Waste disposal – landfill tax – the Government announced an £8 per annum increase in landfill tax per tonne in the March Budget, which will add to local government’s costs.

· Formula Grant data and formula changes – this will create gainers and losers amongst local authorities and the conclusions of the national Settlement Working Group will need to be closely followed to identify the potential impact for Salford.

Other local issues include demographic pressures from elderly and learning difficulty clients living longer and grant funded schemes which time-expire on 31st March 2008 (Neighbourhood Renewal Fund being a key issue).

RECOMMENDATION

Members are requested to consider the contents of this report and identify any matters for further consideration.    

JOHN SPINK

Head of Finance
Item 10
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