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REPORT OF THE CITY TREASURER

TO BUDGET SCRUTINY COMMITTEE ON TUESDAY 29 OCTOBER 2007


TITLE:  REVENUE BUDGET 2007/08: BUDGET MONITORING


RECOMMENDATION: Members are invited to consider and comment on the contents of the report.


EXECUTIVE SUMMARY: This report outlines the current position of expenditure against the 2007/08 revenue budget, the key budget risks identified by directorates and the implementation of the agreed revenue budget savings for 2007-2008.


BACKGROUND DOCUMENTS: Service budget monitoring reports to lead members. (Available for public inspection)


CONTACT OFFICERS: 

Chris Hesketh Tel.  793 2668 chris.hesketh@salford.gov.uk

ASSESSMENT OF RISK: Key budgetary control risks are identified in this report.


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: 2007/08 Revenue Budget


Report Detail

1 Introduction 

1.1 At this time of year, following completion of the final accounts, the work of the accountancy division is increasingly focused on budget monitoring. With expenditure data available for a greater proportion of the year, predictions of full-year effects are becoming more reliable.

1.2 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.

1.3 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.

2 General Fund Services

2.1 Chief Executive’s 

As reported last month, there are underspends against the budget across the directorate of c.£200,000, predominantly arising from staff vacancies.  As requested last month, a list of currently vacant posts is attached at Appendix 3.  As the posts are being filled, the underspend should not continue to increase significantly.

2.2 Community, Health and Social Care 

Last month, members received a report detailing budget pressures within adult social care.
There are significant pressures in the Learning Difficulties service which can be managed within budget, but these will continue to be monitored for signs of further pressures emerging.  Care in the Community demand-driven expenditure projections for the year are showing pressures of £300,000.  This will be partly offset by the projected underspend in salaries and wages, which for the full year is anticipated to be approximately £250,000. This leaves an unfunded pressure of £50,000 for 2007/08.      

2.3 Customer and Support Services 
As reported last month, overall expenditure against the employees budget is underspent by c.£200,000.  The main reason for the underspend is staff vacancies, which will not continue to increase as the posts have been filled. 
2.4 Housing and Planning 

There is currently a £424,000 adverse budget pressures in Planning (last month £216,000).  .  Major variances and mitigating action are listed below.

· Markets are currently showing a shortfall in income of £30,000 and overspend on rents payable of £23,000, expected to give a combined overspend of £110,000 for the year: it is hoped to meet this from other areas within the managed budget.  
· The accommodation budget is overspent by £125,000: occupancy levels at the Civic Centre are being reviewed with Urban Vision to address this.  
· There is currently an income shortfall in Building Control Fees of £165,000: the budget profile is being reviewed in conjunction with Urban Vision and it is expected that this variance will reduce when income related to major planning applications is received.
· There is an underspend on car parking, arising from savings on the decriminalisation contract, which will partially offset some of these adverse variations.
2.5 Children’s Services 

Last month, members requested further information on variances within the directorate’s budget.  This detail is attached as Appendix 2.  There is currently an aggregate overspend against non-schools budgets of £116,000.  It is anticipated that expenditure will be in line with budget at year-end.

2.6 Environment  (including DSOs)
There are no significant adverse variations.  It is anticipated that net expenditure will be within budget at year-end.

2.7 Corporate Issues  

As reported last month

· Electricity tender – a budget provision for a 50% price increase was made but the re-tender has shown prices to be more competitive with only an overall 10 % increase. This will save £500,000 on the budget provision.

· Property Insurance tender – the renewal of the insurance cover from the t June 2007 has led to a reduction in the insurance premium of £350,000.  

3 Housing Revenue Account 

3.1 The net underspend has risen to c.£120,000, primarily due to income being ahead of expectations.  It is expected that the Housing Revenue Account will remain within the revised budget. 
4 Progress on agreed savings
4.1 Each of the directorates’ budgets has been adjusted for their amount of savings agreed for 2007/08.  Monitoring will continue throughout the year until all savings have been achieved or implemented or alternative savings sought.
4.2 There are no adverse matters being reported with regard to the achievement of savings.
5 Budget Risks

5.1 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 are subjected to greater scrutiny.  These risks were reported in detail last month.
6 Prudential Indicators 

6.1    The key Treasury Management Prudential Indicators are detailed in Appendix 1.

7 Summary

7.1   At this stage in the financial year, budget pressure areas start to become more evident and directorates make plans to meet them.  Monitoring will continue, and currently it is anticipated that each directorate will contain expenditure with its overall budget.
7.1 Progress against achieving the full-year effect of agreed savings for 2007/08 is on target.
8 Recommendation

8.1 Members are invited to consider and comment on the contents of the report.
8.2 It is recommended that the Lead Member for Planning and the Strategic Director for Housing and Planning be invited to the next meeting of this committee to advise on the steps required to be taken to contain expenditure within budget.
John Spink

City Treasurer
Appendix 1
Prudential Indicators

	a) Authorised Limit for External Debt, Forward Estimates
	2007/08
	2008/09
	2009/10

	
	£m
	£m
	£m

	Total Authorised Limit for

External Debt
	659
	695
	731

	Actual Gross External Debt as at 19/10/2007
	506
	
	


This limit represents the total level of external debt (and other long term liabilities, such as finance leases) the council is likely to need in each year to meet all possible eventualities that may arise in its treasury management activities.

	b) Operational Boundary for External Debt
	2007/08
	2008/09
	2009/10

	
	£m
	£m
	£m

	Total Operational

Boundary for External debt
	558
	594
	630

	Actual Gross External Debt as at 19/10/2007
	506
	
	


This limit reflects the estimate of the most likely, prudent, but not worse case, scenario 

without the additional headroom included within the authorised limit. The operational 

boundary represents a key benchmark against which detailed monitoring is undertaken

by treasury officers. 

	c) Limits on Interest Rate Exposure
	2007/08
	2008/09
	2009/10

	
	%
	%
	%

	Upper Limit on Fixed 

Interest Rate Exposure 
	100


	100


	100

	Upper Limit on Variable 

Interest Rate Exposure 
	50
	50
	50

	Current exposure to variable rate
	0
	
	


Prudential indicators continued overleaf…
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Prudential Indicators contd
	d) (All years) maturity structure for fixed rate borrowing
	Upper Limit
	Lower Limit
	Current Maturity

Profile 

	
	%
	%
	%

	Under 12 months 
	50
	0
	7.8

	12 and within 24 months
	50
	0
	0.0

	24 months and within 5 years
	50
	0
	0.6

	5 years and within 10 years
	50
	0
	11.4

	10 years and above
	100
	40
	80.2

	
	
	
	

	Variable rate debt maturing in any one year (local indicator)
	30
	0
	4.3


	e) Limits on Long-Term Investments
	2007/08
	2008/09
	2009/10

	
	£m
	£m
	£m

	Upper limit for investments of more than 364 days
	30
	30
	30

	Current total investment in excess of 364 days
	13
	13
	13


Prudential indicators continued overleaf…
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Prudential Indicators contd
f) Comparison of Net Borrowing and Capital Financing Requirement

In order to ensure that, over the medium term, net borrowing will only be for a capital purpose, the Council should ensure that the net external borrowing does not, except in the short term, exceed the total of the capital financing requirement in the preceding year plus the estimates of any additional capital financing requirement for the current and the next two financial years. This forms an acid test of the adequacy of the capital financing requirement and an early warning system of whether any of the above limits could be breached.

To date this indicator has been met. The current capital financing requirement is £500m and the net borrowing requirement £439m.   Details are set out in the table below.

	f) Comparison of net borrowing and capital finance requirement 
	 

	Date
	Debt 
	Temporary
	Net
	Capital
	 

	 
	Outstanding
	Investments
	Borrowing
	Finance
	Head

	 
	
	
	
	Requirement
	Room

	£000
	£000
	£000
	£000
	£000
	£000

	14/09/2007
	506,415
	57,635
	448,780
	500,262
	51,482

	17/09/2007
	500,215
	67,635
	432,580
	500,262
	67,682

	18/09/2007
	500,215
	69,835
	430,380
	500,262
	69,882

	19/09/2007
	500,215
	69,835
	430,380
	500,262
	69,882

	20/09/2007
	500,215
	70,635
	429,580
	500,262
	70,682

	21/09/2007
	500,215
	71,635
	428,580
	500,262
	71,682

	24/09/2007
	500,215
	69,935
	430,280
	500,262
	69,982

	25/09/2007
	500,215
	68,035
	432,180
	500,262
	68,082

	26/09/2007
	502,515
	68,035
	434,480
	500,262
	65,782

	27/09/2007
	502,515
	68,535
	433,980
	500,262
	66,282

	28/09/2007
	502,515
	69,935
	432,580
	500,262
	67,682

	01/10/2007
	500,215
	65,485
	434,730
	500,262
	65,532

	02/10/2007
	500,215
	65,185
	435,030
	500,262
	65,232

	03/10/2007
	500,215
	66,485
	433,730
	500,262
	66,532

	04/10/2007
	500,215
	67,785
	432,430
	500,262
	67,832

	05/10/2007
	500,215
	70,085
	430,130
	500,262
	70,132

	08/10/2007
	500,215
	73,385
	426,830
	500,262
	73,432

	09/10/2007
	500,215
	73,685
	426,530
	500,262
	73,732

	10/10/2007
	506,315
	73,685
	432,630
	500,262
	67,632

	11/10/2007
	506,315
	72,885
	433,430
	500,262
	66,832

	12/10/2007
	506,315
	72,685
	433,630
	500,262
	66,632

	15/10/2007
	506,315
	76,485
	429,830
	500,262
	70,432

	16/10/2007
	506,315
	75,485
	430,830
	500,262
	69,432

	17/10/2007
	500,215
	68,785
	431,430
	500,262
	68,832

	18/10/2007
	500,215
	68,085
	432,130
	500,262
	68,132

	19/10/2007
	507,115
	68,085
	439,030
	500,262
	61,232


Appendix 2

	Children’s Services Budget Monitoring Variance Report September 2007

	Variance (Under)/Over

£000’s
	Budget Area
	Reason for Variance

	
	
	

	 66
	Children’s Social Work Teams
	Legal fees incurred by Courts & Child Protection Teams.

Budget held by CHSC, transfer needed.

	 75
	Family Placement
	Foster care payments to outside agencies

	 (72)
	Children’s Resources
	Staffing vacancies and council tax refunds for Children’s Homes

	 (20)
	Children’s Disability
	Staffing vacancies

	 (13)
	Spot Purchase Assessment
	Savings on agency assessments

	 161
	Transport
	The outturn position for 2006-07 required an additional £850k to balance the budget funded by £400k growth and £450k temporary savings within the Directorates budget. Transport received an increase in budget of £600k in 2007-08 offset by a reduction for efficiencies of £100k in relation to the transport review. Although the review should generate the equivalent of £85k efficiencies, the net cost of changes in routes from September has resulted in additional costs of £45k resulting in only £40k of the reduction in budget being achieved.

	(11)
	Partnerships Participation and Diversity
	Temporary staffing vacancies

	 26
	Information Management Sharing
	Pro Support Partnership Agreement Capita

	(86)
	Strategy and Accountability
	Staffing vacancies

	(24)
	Caretaking Service
	Staffing vacancies and vehicle maintenance savings

	126
	Central Services
	£53k renovate reception area to comply with DDA

£15k postage, £11k stationery, £11k computer equipment, 

£8k refuse disposal, £8k licencing, £6k legal fees, 

£14k various other

	(10)
	School Improvement
	Increased income generation

	(48)
	Music Service
	Part year staffing vacancies and increased fees

	 (22)
	Family Centres
	Staffing vacancies

	 (18)
	Skills for Life Co-ordinator
	Overachievement of income

	  22
	Youth Service
	Vandalism repairs Eccles Y.C.

	 (50)
	Youth Offending Service
	Part year staffing vacancies

	 45
	Next Steps
	Increased numbers of service users with no additional budget growth

	(31)
	Leadership Team
	£20k income from PCT towards management costs

£11k savings on salaries 

	
	
	

	116

	Total Variation
	


Appendix 3

Vacant posts in Chief Executive’s directorate
	post
	grade
	scale
	comments

	
	
	
	

	Community Safety
	
	
	

	
	
	
	

	Research and Performance Officer
	Sc6
	26
	Gone to advert

	Senior Assistant Admin Officer
	Sc5
	23
	Appointment made, not yet in post: awaiting clearance

	Admin Assistant
	Sc3 
	14
	In process of recruiting

	Admin Assistant
	Sc3 
	14
	In process of recruiting

	
	
	
	

	
	
	
	

	Economic Development
	
	
	

	Apprentice
	Sc1/2
	5
	Vacant pending outcome of admin review 

	Principal Officer
	PO1/2
	33
	Possible re-advertisement

	Trainee ED Officer
	SC4 /SO2
	29
	On hold pending decisions on budget

	
	
	
	

	
	
	
	

	Strategy & Co-ordination
	
	
	

	Principal Officer
	PO4
	41
	On hold pending decisions on budget

	Principal Officer
	PO4
	41
	On hold pending decisions on budget

	
	
	
	

	
	
	
	

	Policy & Improvement
	
	
	

	Admin Support
	Sc4/6
	20
	Vacant pending outcome of admin review

	
	
	
	

	
	
	
	

	Scrutiny
	
	
	

	Scrutiny Support Officer
	PO1/2
	38
	In process of being filled

	Scrutiny Support Assistant Officer
	Sc4/5
	20
	In process of being filled

	
	
	
	

	Marketing & Communications
	
	
	

	Public Relations Officer
	SO1/2
	33
	New vacancy

	Marketing/Finance asst
	SC4/5
	20
	Awaiting agreement to regrade to SO1 before advertising

	Marketing asst
	SC1/2
	6
	New vacancy

	Marketing asst
	Sc1/2
	9
	New vacancy

	Graphic Designer
	SC5/6
	26
	New vacancy


Vacancy savings 6% in 2006/07, reduced to 4.5% in 07/08 & further reduced to 3% for 08/09.
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