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(OPEN TO THE PUBLIC)
	ITEM NO 8. 



REPORT OF THE CITY TREASURER


TO BUDGET SCRUTINY COMMITTEE ON WEDNESDAY 2 SEPTEMBER 2009

TITLE:  REVENUE BUDGET 2009/10: BUDGET MONITORING


RECOMMENDATION:  Members are invited to consider and comment on the contents of the report and may wish to call for further reports from the Strategic Director of Children’s Services and Sustainable Regeneration on the details of their variations against budget and the actions being taken and planned to reduce their net over-spending.

EXECUTIVE SUMMARY: This report outlines the current position of expenditure against the 2009/10 revenue budget.


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


CONTACT OFFICERS: 

Tony Thompstone, tel. 793 3245 tony.thompstone@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: 2009/10 Revenue Budget


Report Detail
1
Summary

This report sets out the current position of expenditure against budgets and highlights any risks/sensitivities.

At this stage of the year detailed variations begin to emerge, which can indicate the direction that monitoring activity needs to take for the remainder of the year, and where any focus or action needs to be directed.
2
Current position


The current position is set out in the table below, overall there is an adverse variance to date of £1.446m on the General Fund and £0.942m on Dedicated Schools Grant.  

	Net expenditure against budgets up to 31/07/09

	Division of service
	Profiled budget to date
	Expenditure to date
	Variance
	(F)av/

(A)dv

	
	£000
	£000
	£000
	

	Chief Executives
	2,334
	2,429
	95
	A (amber)

	Children’s Services –General Fund
	19,276
	20,353
	1,077
	A (red)

	Community Health and Social Care
	20,354
	20,294
	(60)
	F (green)

	Customer and Support Services
	8,832
	9,019
	187

	A (amber)

	Environmental Services
	3,593
	3,534
	(59)
	F (green)

	Sustainable Regeneration
	8,298
	8,905
	607
	A (red)

	Precepts and Charges
	8,767
	8,566
	(201)
	F (green)

	Capital Financing
	7,655
	7,455
	(200)
	F (green)

	Total General Fund
	79,109
	80,555
	1,446
	A (red)

	
	
	
	
	

	Children’s Services -DSG
	6,921
	7,863
	942
	A (red)


This reflects salaries and wages and other expenditure up to 31/07/2009.

● (RED) Children’s Services
The total variance for Children’s Services is £2.019m, £0.942m relates to the Dedicated Schools Grant and £1.077m relates to the General Fund.  
Within the DSG overspendings are occurring with non-maintained special school placements and with special needs placements in maintained and other faith schools.  
Whilst an overspend on the Dedicated Schools Grant may not have an adverse effect on the City Council’s budget it will impact on the resources available to schools.  Plans are in place which aim to reduce the overspend and any overspending at year end will need to be topsliced from the 2010-11 DSG budget.
For Children’s General Fund services, adverse variations have arisen across several budget heads within children’s social care, covering salaries, supporting families to keep children out of care and supporting children in care in fostering, adoption and residential homes.  There is also a shortfall in the achievement of Think Efficiency savings to date.  Work is in progress to review these variations to identify the scope to use other funding, focus on the underlying areas of overspend and identify mitigating action to reduce the overspending.
● (RED) Sustainable Regeneration
The variance in Sustainable Regeneration is due to the continuing effect of the recession having an adverse effect upon the directorate’s income in the following budget heads :-
· Development and Building Control income 

· Commercial Rents

· Salford Business Park

· Salford Innovation Forum

· Markets 

This does not include Think Efficiency savings which are being reviewed in the light of a staffing restructure that is being prepared.
The Directorate is reviewing what mitigating steps can be taken to reduce the underlying overspending.

● (AMBER) Chief Executives
The variation for the Chief Executives directorate is due to a significant number of budget changes due to Think Efficiency and Regeneration issues which need to be addressed before an accurate financial position can be identified although it is anticipated that expenditure and income can be contained within budget. 

● (AMBER) Customer and Support Services
The current variance on Customer and Support Services is mainly due to the loss of income from external sources ie GMPA, City West and the HRA, and a shortfall in income from printing services.
● (GREEN) Community Health and Social Care
There is a slight favourable variation on the Community, Health and Social Care budget which is expected to continue to year-end.

● (GREEN) Precepts and Charges
The favourable variation on the Precepts and Charges budget is based on a waste disposal tonnage forecast for 2009/10 that gives an anticipated saving of £250k on the waste disposal levy for the year.  

● (GREEN) Capital Financing
The capital financing budget is underspent at present due to recent debt restructuring and better than budgeted investment returns.  This should give a £300k saving at year end.  
Other Corporate Issues
2009 Pay Offer
The Inflation/ Contingency budget may benefit from the pay offer of 1.00% made by employers. The unions have recommended acceptance of this. If the offer was accepted this would give a saving of £600k on the amount budgeted for pay increases.  

Manchester Airport dividend

Manchester Airport Group has declared a reduced dividend payable in 2009 in view of current trading conditions and this will reduce income to the Council by £300k.

Pay and Grading Review
The pay and grading review was implemented in the July payroll, backdated to 1st April 2009.  The detailed costings compared with the budget are being assessed but it is anticipated that the budget provision made of £1.8m will be sufficient to meet the additional cost of those posts where pay has increased.  There may be a mismatch between budget and expenditure in July pending the adjustment of directorate budgets for August.
Think Efficiency Savings

These have been allocated across all directorates and therefore variations reported by directorates reflect any variation in the achievement of Think Efficiency (and non-Think Efficiency) savings.

Prudential indicators for treasury management can be seen at Appendix 1, to date they have not been exceeded.
A full report on the achievement of all savings will be made in October.
3
Housing Revenue Account


At the July meeting of this Committee a separate report was considered on the Housing Revenue Account where it was reported that balances were forecast to be at the Audit Commission's recommended level of 3% of expenditure at the 31st March 2010 based on expenditure to the end of May 2009.  The year end forecast has not changed based on the figures to the end of July 2009, which was a small contribution to balances at the year of £0.042m.  This would leave projected balances within the level recommended by the Audit Commission.
4
Recommendations

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

Members may wish to call for further reports from the Strategic Directors of Children’s Services and Sustainable Regeneration on the details of their variations against budget and the actions being taken and planned to reduce their net over-spending.
John Spink

City Treasurer
Prudential Indicators
Appendix 1
	a) Authorised Limit for External Debt, Forward Estimates
	2009/10
	2010/11
	2011/12

	
	£m
	£m
	£m

	Total Authorised Limit for

External Debt
	684
	744
	809

	Actual Gross External Debt as at 31/07/09
	468
	
	


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
	2009/10
	2010/11
	2011/12

	
	£m
	£m
	£m

	Total Operational

Boundary for External debt
	584
	644
	709

	Actual Gross External Debt as at 31/07/09
	468
	
	


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
	2009/10
	2010/11
	2011/12

	
	%
	%
	%

	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
	35

	12 and within 24 months
	50
	0
	0

	24 months and within 5 years
	50
	0
	2

	5 years and within 10 years
	50
	0
	3

	10 years and above
	100
	40
	60

	
	
	
	

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


	e) Limits on Long-Term Investments
	2009/10
	2010/11
	

	
	£m
	£m
	£m

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

	Current total investment in excess of 364 days
	18
	
	


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 £421m and the net borrowing requirement £393m.   Details are set out in the table overleaf.

Appendix 1 contd

Prudential Indicators contd

	Comparison of Net Borrowing and CFR 
	 
	 
	 

	Date
	Debt 
	Temporary
	Net
	Capital
	Authorised 
	Authorised 
	Capital

	
	Outstanding
	Investments
	Borrowing
	Finance
	Limit
	Limit
	Finance

	
	
	
	
	Requirement
	
	Head
	Requirement

	
	
	
	
	
	
	Room
	Head Room

	
	£'000
	£'000
	£'000
	£'000
	£'000
	£'000
	£'000

	
	
	
	
	
	
	
	

	01/06/2009
	462,067
	85,000
	377,067
	420,928
	684,000
	306,933
	43,861

	02/06/2009
	463,767
	85,000
	378,767
	420,928
	684,000
	305,233
	42,161

	03/06/2009
	460,767
	86,900
	373,867
	420,928
	684,000
	310,133
	47,061

	04/06/2009
	460,767
	86,600
	374,167
	420,928
	684,000
	309,833
	46,761

	05/06/2009
	462,067
	86,600
	375,467
	420,928
	684,000
	308,533
	45,461

	06/06/2009
	462,067
	86,600
	375,467
	420,928
	684,000
	308,533
	45,461

	07/06/2009
	462,067
	86,600
	375,467
	420,928
	684,000
	308,533
	45,461

	08/06/2009
	464,066
	86,600
	377,466
	420,928
	684,000
	306,534
	43,462

	09/06/2009
	465,366
	86,600
	378,766
	420,928
	684,000
	305,234
	42,162

	10/06/2009
	465,966
	86,600
	379,366
	420,928
	684,000
	304,634
	41,562

	11/06/2009
	465,566
	86,600
	378,966
	420,928
	684,000
	305,034
	41,962

	12/06/2009
	463,766
	86,600
	377,166
	420,928
	684,000
	306,834
	43,762

	13/06/2009
	463,766
	86,600
	377,166
	420,928
	684,000
	306,834
	43,762

	14/06/2009
	463,766
	86,600
	377,166
	420,928
	684,000
	306,834
	43,762

	15/06/2009
	459,767
	88,000
	371,767
	420,928
	684,000
	312,233
	49,161

	16/06/2009
	459,767
	87,600
	372,167
	420,928
	684,000
	311,833
	48,761

	17/06/2009
	460,467
	87,600
	372,867
	420,928
	684,000
	311,133
	48,061

	18/06/2009
	459,767
	87,600
	372,167
	420,928
	684,000
	311,833
	48,761

	19/06/2009
	459,767
	92,500
	367,267
	420,928
	684,000
	316,733
	53,661

	20/06/2009
	459,767
	92,500
	367,267
	420,928
	684,000
	316,733
	53,661

	21/06/2009
	459,767
	92,500
	367,267
	420,928
	684,000
	316,733
	53,661

	22/06/2009
	462,167
	87,500
	374,667
	420,928
	684,000
	309,333
	46,261

	23/06/2009
	465,267
	87,500
	377,767
	420,928
	684,000
	306,233
	43,161

	24/06/2009
	466,967
	87,500
	379,467
	420,928
	684,000
	304,533
	41,461

	25/06/2009
	466,367
	87,500
	378,867
	420,928
	684,000
	305,133
	42,061

	26/06/2009
	468,767
	87,500
	381,267
	420,928
	684,000
	302,733
	39,661

	27/06/2009
	468,767
	87,500
	381,267
	420,928
	684,000
	302,733
	39,661

	28/06/2009
	468,767
	87,500
	381,267
	420,928
	684,000
	302,733
	39,661

	29/06/2009
	469,167
	87,500
	381,667
	420,928
	684,000
	302,333
	39,261

	30/06/2009
	468,767
	87,500
	381,267
	420,928
	684,000
	302,733
	39,661

	01/07/2009
	469,267
	84,700
	384,567
	420,928
	684,000
	299,433
	36,361

	02/07/2009
	470,367
	84,700
	385,667
	420,928
	684,000
	298,333
	35,261

	03/07/2009
	465,367
	85,300
	380,067
	420,928
	684,000
	303,933
	40,861

	04/07/2009
	465,367
	85,300
	380,067
	420,928
	684,000
	303,933
	40,861

	05/07/2009
	465,367
	85,300
	380,067
	420,928
	684,000
	303,933
	40,861

	06/07/2009
	468,367
	85,300
	383,067
	420,928
	684,000
	300,933
	37,861

	07/07/2009
	468,767
	85,300
	383,467
	420,928
	684,000
	300,533
	37,461

	08/07/2009
	466,967
	85,300
	381,667
	420,928
	684,000
	302,333
	39,261

	09/07/2009
	467,367
	85,300
	382,067
	420,928
	684,000
	301,933
	38,861

	10/07/2009
	474,567
	85,300
	389,267
	420,928
	684,000
	294,733
	31,661

	11/07/2009
	474,567
	85,300
	389,267
	420,928
	684,000
	294,733
	31,661

	12/07/2009
	474,567
	85,300
	389,267
	420,928
	684,000
	294,733
	31,661

	13/07/2009
	471,567
	78,700
	392,867
	420,928
	684,000
	291,133
	28,061

	14/07/2009
	467,567
	74,800
	392,767
	420,928
	684,000
	291,233
	28,161

	15/07/2009
	460,367
	74,800
	385,567
	420,928
	684,000
	298,433
	35,361

	16/07/2009
	461,567
	74,800
	386,767
	420,928
	684,000
	297,233
	34,161

	17/07/2009
	461,867
	74,800
	387,067
	420,928
	684,000
	296,933
	33,861

	Comparison of Net Borrowing and CFR
	
	
	

	Date
	Debt 
	Temporary
	Net
	Capital
	Authorised 
	Authorised 
	Capital

	
	Outstanding
	Investments
	Borrowing
	Finance
	Limit
	Limit
	Finance

	
	
	
	
	Requirement
	
	Head
	Requirement

	
	
	
	
	
	
	Room
	Head Room

	
	£'000
	£'000
	£'000
	£'000
	£'000
	£'000
	£'000

	
	
	
	
	
	
	
	

	18/07/2009
	461,867
	74,800
	387,067
	420,928
	684,000
	296,933
	33,861

	19/07/2009
	461,867
	74,800
	387,067
	420,928
	684,000
	296,933
	33,861

	20/07/2009
	460,667
	77,700
	382,967
	420,928
	684,000
	301,033
	37,961

	21/07/2009
	460,667
	77,700
	382,967
	420,928
	684,000
	301,033
	37,961

	22/07/2009
	459,767
	76,600
	383,167
	420,928
	684,000
	300,833
	37,761

	23/07/2009
	459,767
	74,300
	385,467
	420,928
	684,000
	298,533
	35,461

	24/07/2009
	462,767
	74,300
	388,467
	420,928
	684,000
	295,533
	32,461

	25/07/2009
	462,767
	74,300
	388,467
	420,928
	684,000
	295,533
	32,461

	26/07/2009
	462,767
	74,300
	388,467
	420,928
	684,000
	295,533
	32,461

	27/07/2009
	462,767
	75,300
	387,467
	420,928
	684,000
	296,533
	33,461

	28/07/2009
	464,267
	75,300
	388,967
	420,928
	684,000
	295,033
	31,961

	29/07/2009
	464,667
	75,300
	389,367
	420,928
	684,000
	294,633
	31,561

	30/07/2009
	465,967
	75,300
	390,667
	420,928
	684,000
	293,333
	30,261

	31/07/2009
	468,367
	75,300
	393,067
	420,928
	684,000
	290,933
	27,861
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