	
PART 1

(OPEN TO THE PUBLIC)
	ITEM NO. 9



REPORT OF THE HEAD OF FINANCE


TO THE BUDGET SCRUTINY COMMITTEE ON WEDNESDAY, 6 JUNE 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 and lists agreed revenue budget savings for the year.


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 will be identified in reports to this committee in July and September 2007. 


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 Budget monitoring reports are presented to members on a monthly basis commencing in this June cycle of meetings.  At this early stage of the financial year, there is little indicative financial information available for budget monitoring purposes, aside from salaries and wages expenditure.  

1.2 Currently, work in the Accountancy Division is focussed on the closure of the final accounts for the previous year.  As a consequence of this, combined with work pressures relating to stock options, some accountants may not yet have formally produced reports to their lead member.  However, all have examined their budgets in order to give a view on the current position.

2  
General Fund Services

2.1 Chief Executive’s  
2.2 Community, Health and Social Care
2.3 Customer and Support Services  
2.4 Housing and Planning 

2.5 Children’s Services
2.6 Environmental Services
In all cases, no significant variations are currently being reported.  It is therefore currently anticipated that expenditure will be on target at the year-end.

3 Housing Revenue Account

3.1 No significant variations are currently being reported.  

4 Direct Service Organisations

4.1 DSOs are currently reporting small surpluses.  It should be remembered that, when  they are settled and applied, pay awards will reduce these surpluses.

5 Progress against agreed savings

5.1 Appendix 1 provides details of the approved savings included in the 2006-2007 revenue budget.

5.2 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. 

6 Budget Risks

6.1 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.

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

6.3 The use of reserves to support the cost of equal pay claims means that the Council’s reserves will dip below the desirable level by the end of the year.  However, they will still be well in excess of the critical minimum level as per our risk assessment.  Our strategy is to gradually restore the level of reserves to the optimum desirable level over the medium term.

6.4 Significant changes are imminent in the structure of housing provision, through the stock options process.  The Housing General Fund and Housing Revenue Account budgets may come under pressure, and there is potential for a consequential impact on all other services.

6.5 Members are reminded that the budget for the year includes a 2% pay award for local government staff in line with the Chancellor’s expectations for average pay settlements.  The teachers pay increase is met from the schools budget that is now wholly funded by the Dedicated Schools Grant.

6.6 No inflationary increase has been allowed for general supplies and services, although inflation has been applied to specific budgets based on the incidence of increases, such as 50% for the renewal of electricity contracts and 12.5% for water charges.  Increases in levies have been provided for at the level approved by the appropriate bodies. 
6.7 Pay and inflationary increases during 2006/07 will require close monitoring.  Where they exceed the assumptions, it is expected that they will be contained within budget allocations to directorates.  The assessment of reserves has identified a risk of excessive pay and inflationary costs being unable to be met by directorates.  

7 Prudential Indicators

7.1 Key indicators are detailed in Appendix 2.

8 Summary

8.1 It is too early in the year to draw firm conclusions, however, services have reported no material variations against the budget to date.  Close monitoring will continue throughout the year to ensure that there is an early warning of pressure areas so that, if necessary, action plans can be put into place to ensure that expenditure is contained within budget by the year end.

8.2 The 2007/08 budget depends on the successful implementation of a number of savings.  Budgets have been adjusted accordingly.  The savings will be monitored throughout the year to ensure that they are fully achieved.

8.3 The 2006/07 revenue outturn is currently being finalised and a provisional position will be reported separately at today’s meeting. This report has not taken into account any issues for 2007/08 that may arise from the 2006/07 outturn. 

9 Recommendation

9.1 Members are asked to consider and comment on the contents of report.

John Spink

Head of Finance






Appendix 1a


Savings (Summary)

	 
	 
	 
	 

	 
	
	£000
	 

	 
	Customer and Support Services
	2,562
	 

	 
	Chief Executive
	250
	 

	 
	Housing and Planning
	760
	 

	 
	Environment
	588
	 

	 
	Children's Services
	425
	 

	 
	Community Health and Social Care
	1,787
	 

	 
	Grand Total
	6,372
	 

	 
	 
	 
	 


	
	




Appendix 1b

Savings (Detail)
	
	


	
	
	£000

	Customer and Support Services
	

	
	
	

	
	Finance
	

	CSS1
	Accountancy services increased charges & restructure
	78

	CSS2
	Reduction in Financial administration staff - CH&SC
	44

	CSS3
	Reduction in cost of creditors and debtors services
	34

	CSS4
	Payroll initiatives
	26

	CSS5
	Internal Audit - transfer from Wesley St. and reduce staff
	15

	CSS6
	Energy conservation
	20

	CSS7
	Bad Debts - reduce contribution
	100

	CSS8
	Reduce travel, accommodation, conference and seminar expenditure
	10

	CSS9
	Delete 1 vacant trainee post and reduce external training provision
	38

	CSS10
	Reduce SAP consultancy
	25

	CSS11
	Vacancy management 2006/07 and 2007/08
	15

	
	sub-total
	405

	
	Human Resources
	

	CSS12
	Merge e-learning development in HR and ICT
	25

	CSS13
	Reduce involvement in National Graduate Development Programme
	50

	CSS14
	Deletion of posts following retirement
	50

	CSS15
	Reduce non-staffing Training & Development expenditure
	52

	
	sub-total
	177

	
	ICT
	

	CSS16
	Review contracts for printing and disaster recovery
	18

	CSS17
	Reduce overtime and supplies budgets
	40

	CSS18
	Increase income
	10

	CSS19
	Enterprise XP - delete support post
	12

	CSS20
	Delete vacant Development post in Business solutions
	16

	CSS21
	Delete Schools Manager post
	25

	CSS22
	Reduce staff training
	10

	CSS23
	Reduce contingency on Enterprise XP
	20

	CSS24
	Reduce software expenditure
	5

	CSS25
	Terminate training awards - reduced catering costs
	4

	
	sub-total
	160

	
	Law & Administration
	

	CSS26
	Reduce consultancy for Business Continuity
	25

	CSS27
	Registrars - additional charges and services
	18

	CSS28
	Underspend - Head of Law & Admin 
	20

	CSS29
	Increase in charges for conveyancing and local land charges
	35

	CSS30
	Reduction in survey cost for multi-functional devices
	5

	CSS31
	Reduce PMF system budget 
	15

	CSS32
	Legal, Democratic & Support Services - review
	174

	CSS33
	Temp vacancies to 31/3/07 - Post Room, Legal, Elections
	16

	
	sub-total
	308

	
	Customer Services
	

	CSS34
	Increase call centre charges
	41

	CSS35
	Structural changes to management team
	40

	CSS36
	Advice Team income
	80

	CSS37
	Reduce remote processing
	21

	CSS38
	2 Admin posts unfilled for 12 months pending LIFT opening
	35

	CSS39
	Council Tax/NNDR court costs - increase charge
	10

	
	sub-total
	227

	
	Corporate Procurement and Efficiency 
	

	CSS40
	Mobile phones procurement 
	283

	CSS41
	Aids and adaptations procurement
	44

	CSS42
	Staff secondment not filled
	30

	CSS43
	Stationery
	61

	CSS44
	Postal & courier services
	13

	CSS45
	Multi-functional devices
	25

	CSS46
	Agency staff
	300

	CSS47
	Admin staffing review
	160

	CSS48
	Think Efficiency savings
	369

	
	sub-total
	1,285

	
	
	

	
	Total Customer and Support Services
	2,562

	
	
	

	Chief Executive
	

	
	
	

	CEX1
	Recruitment Advertising
	100

	CEX2
	Marketing and Publicity
	50

	CEX3
	Casual vacancies 2006/07
	100

	
	
	

	
	Total Chief Executive
	250

	
	
	

	Housing and Planning
	

	
	
	

	HP1
	Highways works budget - no inflation allowance
	122

	HP2
	Urban Vision Gershon efficiencies
	270

	HP3
	Car park charges
	38

	HP4
	Capitalisation of URC salaries
	130

	HP5
	Directorate reorganisation
	100

	HP6
	Homelessness
	100

	
	
	

	
	Total Housing and Planning
	760

	
	
	

	Environment
	

	
	
	

	ENV1
	Increase fees and charges 
	217

	ENV2
	Commercial waste - reduce disposal costs
	150

	ENV3
	Bulb planting
	40

	ENV4
	Recycling - reduce collection costs
	181

	
	
	

	
	Total Environment
	588

	
	
	

	Children's Services
	

	
	
	

	CHL1
	Teachers VER costs
	125

	CHL2
	Special Needs Transport efficiencies
	100

	CHL3
	Children's Grant
	100

	CHL4
	Admin vacancy recruitment freeze
	100

	
	
	

	
	Total Children's Services
	425

	
	
	

	Community Health and Social Care
	

	
	
	

	CHSC1
	Increased income, fees and charges
	380

	CHSC2
	Transport efficiency review
	100

	CHSC3
	E-procurement of Home Care Services
	20

	CHSC4
	Physical Disability Service - amalgamation & streamlining
	25

	CHSC5
	SCL efficiency target
	60

	CHSC6
	Reorganise Client Affairs
	15

	CHSC7
	Drug & Alcohol Services - admin review
	0

	CHSC8
	2006/07 underspending
	350

	CHSC9
	Use of contingencies
	602

	CHSC10
	Carers Grant
	50

	CHSC11
	Homecare work patterns
	120

	CHSC12
	Community Centres - community group management
	15

	CHSC13
	Staffing efficiencies
	50

	
	
	

	
	Total Community Health and Social Care
	1,787

	
	
	

	
	Grand Total
	6,372


Appendix 2

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 30/04/07
	484
	
	


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 30/04/07
	484
	
	


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
	
	


	d) (All years) maturity structure for fixed rate borrowing
	Upper Limit
	Lower Limit
	Current Maturity

Profile 

	
	%
	%
	%

	Under 12 months 
	50
	0
	6.5

	12 and within 24 months
	50
	0
	0.1

	24 months and within 5 years
	50
	0
	0.7

	5 years and within 10 years
	50
	0
	10.9

	10 years and above
	100
	40
	81.8

	
	
	
	

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


Appendix 2 contd

Prudential Indicators contd
	e) Limits on Long-Term Investments
	2006/07
	2007/08
	2008/09

	
	£m
	£m
	£m

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

	Current total investment in excess of 364 days
	10
	13
	2


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 £452m.   Details are set out in the table overleaf.

Appendix 2 contd

Prudential Indicators contd
	
	
	
	
	
	

	 f) Comparison of Net Borrowing and CFR 

 
Date
Debt 
Temporary
Net
Capital
 
 
Outstanding
Investments
Borrowing
Finance
Head
 
Requirement
Room
 
£'000
£'000
£'000
£'000
£'000
02/04/2007
506,614
54,235
452,379
480,292
27,913
03/04/2007
506,614
54,735
451,879
480,292
28,413
04/04/2007
506,614
57,335
449,279
480,292
31,013
05/04/2007
506,614
46,735
459,879
480,292
20,413
06/04/2007
506,614
46,735
459,879
480,292
20,413
09/04/2007
506,614
46,735
459,879
480,292
20,413
10/04/2007
506,614
49,535
457,079
480,292
23,213
11/04/2007
506,614
48,535
458,079
480,292
22,213
12/04/2007
506,614
49,135
457,479
480,292
22,813
13/04/2007
506,614
49,135
457,479
480,292
22,813
16/04/2007
506,614
65,835
440,779
500,262
59,483
17/04/2007
506,614
60,135
446,479
500,262
53,783
18/04/2007
506,614
60,135
446,479
500,262
53,783
19/04/2007
506,614
58,335
448,279
500,262
51,983
20/04/2007
506,614
53,035
453,579
500,262
46,683
23/04/2007
506,614
53,435
453,179
500,262
47,083
24/04/2007
506,614
52,535
454,079
500,262
46,183
25/04/2007
506,614
49,735
456,879
500,262
43,383
26/04/2007
506,614
47,735
458,879
500,262
41,383
27/04/2007
506,614
50,035
456,579
500,262
43,683
30/04/2007
506,614
50,035
456,579
500,262
43,683
01/05/2007
506,614
55,535
451,079
500,262
49,183
02/05/2007
506,614
57,135
449,479
500,262
50,783
03/05/2007
506,614
58,335
448,279
500,262
51,983
04/05/2007
506,614
62,235
444,379
500,262
55,883
07/05/2007
506,614
62,235
444,379
500,262
55,883
08/05/2007
506,614
61,935
444,679
500,262
55,583
09/05/2007
506,614
62,535
444,079
500,262
56,183
10/05/2007
506,614
58,835
447,779
500,262
52,483
11/05/2007
506,614
60,635
445,979
500,262
54,283
14/05/2007
506,614
57,935
448,679
500,262
51,583
15/05/2007
506,614
63,035
443,579
500,262
56,683
16/05/2007
506,614
62,735
443,879
500,262
56,383
17/05/2007
506,614
62,735
443,879
500,262
56,383
18/05/2007
506,614
54,235
452,379
500,262
47,883
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