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REPORT OF THE CITY TREASURER

TO BUDGET SCRUTINY COMMITTEE

ON WEDNESDAY, 3RD FEBRUARY, 2010  


TITLE : 
REVENUE BUDGET 2010/11

RECOMMENDATION : 

Members are requested to consider and comment on the matters raised in this report with regard to the development of the budget proposals for 2010/11. 


EXECUTIVE SUMMARY :  

This report outlines the budget proposals and in particular detailed information concerning savings proposals for the Committee’s consideration and comment to Cabinet on 9th February to be taken into account in formulating its recommendations to the Council meeting on 17th February.


BACKGROUND DOCUMENTS :  None

(Available for public inspection)


ASSESSMENT OF RISK: 

A full risk assessment of reserves has been undertaken and is incorporated into this report. Key underlying risks are also outlined in this report.

	


SOURCE OF FUNDING: 
2010/11 Revenue Budget

	


COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES (or his representative):

1. LEGAL IMPLICATIONS
The City Solicitor, as Monitoring Officer, has reviewed this report and has not identified any adverse legal implications. The Council is obliged to set a lawful budget within the relevant timescales taking account of all relevant considerations. The efficiency proposals have not been scrutinised for their legal effects on any existing contract.

2. FINANCIAL IMPLICATIONS
This report has been written by the City Treasurer and all significant implications have been taken into account.
3.  PROPERTY
The need for additional investment in building maintenance has been considered in the context of the capital programme for 2010/11. There will be savings proposals brought forward around the use of property.
4.  HUMAN RESOURCES
Certain efficiency savings proposals will require the deletion of vacant posts and a number of voluntary early retirements. Compulsory redundancies are considered to be unnecessary.
	


CONTACT OFFICER : John Spink
Tel : 793 3230

e-mail : john.spink@salford.gov.uk

WARD(S) TO WHICH REPORT RELATE(S): 
Potentially all


KEY COUNCIL POLICIES: 

Budget Strategy


DETAILS

1.  INTRODUCTION

The purpose of this report is to provide members of the Committee with details of how the revenue budget and Council Tax proposals for 2010/11 have been developed so far, and the assumptions made, to provide the opportunity for comment and make recommendations to Cabinet.
2.  2009/10 FORECAST OUTTURN
Members have received regular monthly budget monitoring reports on the progress with the current year’s budget and are well informed with the detail of the variations in expenditure across various services.

The current financial year has continued to show spending pressures on the budgets for two directorates, Children’s Services and Sustainable Regeneration, but there has also been expenditure reductions on pay, capital financing and the waste disposal levy. In addition, additional grant income and a favourable review of provisions and reserves indicates that overall the revenue outturn is projected to result in a net underspending of around £2.3m as a result of the following main variations :-

Forecast


        Variation  






        
· Budget pressures – Sustainable Regeneration

£1.3m




        
        - Children in Care


£0.6m

· Shortfall in efficiencies – car allowances


£0.3m
· Reduced Airport dividend




£0.3m

Offset by :

· Capital financing underspend


 -
£1.0m

· Pay award less than budgeted for


 -
£0.6m

· Waste disposal levy reduction


 -
£0.3m

· Review of provisions and reserves

 -
£1.0m
· Additional Housing & Planning Delivery Grant
 -
£1.0m

· Supporting People grant – unspent balance
 -
£0.9m

---------



Current forecast underspending

-
£2.3m









=====
This forecast assumes all other directorates, ie Chief Executive’s, Community Health and Social Care, Customer and Support Services and Environment, remain within budget despite some lesser challenges that each faces.

3.  IMPACT UPON GENERAL RESERVES

The following table sets out the impact of the above forecast underspend upon the expected level of reserves.

	 
	2008/09
	2009/10
	2010/11
	2011/12

	2009/10 budget - planned reserves 
	£9.8m
	£6.9m
	£8.5m
	£10m

	2008/09 outturn – actual reserves
	£9.8m
	
	
	

	2009/10 forecast outturn reserves
 - opening balance

 - budgeted contribution from/to reserves

 - contribution to reserves from underspend
 - restoration of reserves to 08/09 plan

 - closing balance
	
	£9.8m

- £2.9m

  £2.3m

£9.2m
	
	


Note : All reserve balances, actual and forecast, shown in the table above include £0.5m of Community Committee balances.

The forecast underspend for 2009/10 means that the closing balance at 31st March 2010 will be at £9.2m, which is better than the planned levels for 2009/10 by £2.3m and for 2010/11 by £0.7m when the 2009/10 revenue budget was approved, meaning that there is a choice to be made in the 2010/11 budget planning between :-

· Keeping to the 2009/10 budget strategy, which would mean aiming for £8.5m of reserves by 31st March 2011, ie offering a limited flexibility to make a contribution from reserves back to revenue in 2010/11, or

· Leave the level of reserves unchanged and so be above the desired level of £8.5m for 2010/11, which is the medium-term financial strategy target, and moving towards the target for 2011/12, albeit some £0.8m below it, or

· Aim to achieve the 2011/12 target level of £10m a year earlier in 2010/11 by making a contribution to reserves of £0.8m. 

A full risk assessment of reserves is included at Appendix 1 but, in summary, an indication of the level of reserves likely to be needed based upon the degree of risk considered appropriate is as follows :-
	2009/10 Assessment

(for comparison)
	
	2010/11
Degree of Risk/

Reserve Needed
	Likeli-hood
	2010/11
Minimum Reserve Needed

	Minimum
	Desirable
	
	Low
	Medium
	High
	
	

	£m
	£m
	
	£m
	£m
	£m
	
	£m

	0.250
	1.000
	Pay
	0.250
	0.500
	1.000
	Medium
	0.500

	0.250
	1.000
	Prices
	0.250
	0.500
	1.000
	Medium
	0.500

	1.000
	1.500
	Adult Social Care
	0.500
	1.000
	1.500
	High
	1.500

	0.500
	1.000
	Planning income/ land charges
	0.250
	0.500
	1.000
	Medium
	0.500

	1.000
	1.500
	Children in care
	0.500
	1.000
	1.500
	High
	1.500

	0.500
	1.000
	SEN transport
	0.250
	0.500
	1.000
	Medium
	0.500

	2.000
	3.000
	Non-achievement of savings
	1.000
	2.000
	3.000
	Medium
	2.000

	0.500
	1.500
	Other unforeseen expenditure
	0.500
	1.000
	1.500
	Medium
	1.000

	6.000
	11.500
	Total
	3.500
	7.000
	11.500
	
	8.000


The assessment above would justify keeping to the planned reserve level of £8.5m, or above, for 2010/11 in accordance with the medium-term financial strategy.

4.  DEVELOPMENT OF THE REVENUE BUDGET FOR 2010/11
4.1  Available Resources

The total resources available to the Council come from Formula Grant (Revenue Support Grant plus redistributed Business Rates) and Council Tax.

Formula Grant

The amount of Formula Grant available from the Government to Salford next year and compared with the last 2 years of the CSR period will be as follows :-
2008/09
2009/10
2010/11






    £m

    £m

    £m

Formula Grant


125.092
127.964
130.231

% increase



   3.6%
   2.3%
   1.8%

  Grant floor % increases

   2%

   1.75%
   1.5%
Council Tax

The effect of the economic downturn has been reflected in a slowdown in the completion of new dwellings during 2009/10 to the point that the continued buoyancy of the taxbase in recent years has flattened out.

A taxbase of 68,149 band D dwellings for 2010/11 was approved by the Lead Member for Customer and Support Services on 14th December, 2009, an increase of only 30 dwellings on the taxbase for 2009/10. 
The medium-term financial strategy provides for a 3% annual council tax increase. This has been under closer scrutiny this year and the possibility of a lesser increase has been under consideration. It is now planned that there will be no increase in the council tax level in 2010/11.
The share of the expected revenue from Council Tax in 2010/11 for Salford’s services will be as follows :-

Band D Council Tax for Salford’s services 2009/10


£1,326.31
Multiplied by







     x
Taxbase (no of band D equivalent dwellings)



68,149










--------------Estimated Council Tax revenue 2010/11



£90.387m











========
Collection Fund

The Collection Fund is the account in which the Council Tax and Business Rates raised must be balanced with that collected. Each year the Council is required by legislation to determine whether it has a surplus or deficit in collection on the account, taking into account its overall expected collection (not just the collection within the year). Any surplus or deficit declared must be shared with the precepting authorities in proportion to each authority’s share of the Council Tax.

The Lead Member for Customer and Support Services on 14th December, 2009 approved a recommendation that, as at 31st March 2010, the Collection Fund will break-even.
Total Available Resources 

The range of total available resources arising from the above, depending upon the level of Council Tax increase adopted, is therefore as follows :-






    


      
      £m





Formula Grant



  

130.231


Council Tax



      


  90.387


  







 -----------


Total Available Resources



220.618
     









=======




4.2  Expenditure Requirements
Continuation of Service Budget

The expenditure requirements have been built up from the 2009/10 base budget to initially develop a continuation of service budget and take account of :-

· expected pay and price inflation

· capital financing costs arising from new borrowing

· emerging and expected new spending pressures

· adjustment for assumptions around the use of reserves

The continuation of service assessment produced an initial spending requirement of £236.040m, as follows :-












    £m

2009/10 Base Budget







218.311
Add : 
Use of reserves included in 2009/10 base budget 

    2.851











------------

Adjusted 2009/10 Base Budget





221.162
Add :
Pay inflation







      nil

Other pay adjustments – pensions/increments


    2.592

Price inflation







    1.873

Capital financing costs





    1.070

Government funding withdrawal




    0.624

Pay and grading review





-   1.277

Budget pressures (Sust Regen/Children’s)


    2.884

Funding adjustments relating to 2009/10 one-off measures
    5.800
        



Service priorities – GM Transport Fund, BSF, Media City
    1.292











------------

Continuation of Service Budget for 2010/11



236.040











=======

Budget Assumptions

The key assumptions made in constructing the continuation of service budget shown above are as follows :-

· Pay inflation at 0%.
· Pensions – an increase of 0.7% (to 15.1%) in the employer’s contribution rate as required under the 3-year actuarial review by the GM Pension Fund, as part of a phased increase in contribution rates to 16% over the 4-year period to 2011/12.
· Price inflation of :

· 5% for utility and insurance costs

· 6% for waste disposal

· 6% for passenger transport costs (inc Metrolink Ph 3A and GM Transport Fund)
· 0% for general supplies and services, DSO costs, premises costs and all externally determined charges.
· Capital financing costs

· additional borrowing requirement of £36m, of which £30m would be the use of unsupported borrowing to fund capital spending requirements in lieu of capital receipts
· 2% for interest payable on new borrowing and earned on investments.
· Pay and grading review – provision for all grading changes, and pay protection ceasing on 30th September, 2010.
· Budget pressures – provision for the continuing cost of pressures in the following services :-

· Sustainable Regeneration


£1.3m

· Children in Care



£0.7m
· Customer & Support Services

£0.9m
· Funding adjustments – these relate to the reversal of one-off use of grants and internal funds and provisions in support of the 2009/10 revenue budget.

· Service priorities – these relate to additional funding required for previous commitments entered into for service improvement.
Efficiencies 

The continuation of service budget of £236.040m referred to above is prior to new efficencies being taken into account. 
   










    £m

Continuation of Service budget





236.040

Less :
One-off use of grants – LPSA £1m, ABG £1m, LABGI £0.5m

-   2.500











-----------


Adjusted Continuation of Service budget




233.540

Less : Service efficiencies proposals





 

– full year effect of 2009/10 efficiency programme


-   3.444

-  directorate proposals






-   5.840

-  cross-cutting proposals 






-   3.000











------------












221.256

Less :
Use of Reserves







-   0.638












-----------


Proposed Budget at a 0% Council Tax increase


220.618











=======

A summary schedule of the savings is at Appendix 2.
Detailed descriptions of the savings proposals are contained in standard proformas at Appendices 3 – 9, as follows :-

Chief Executive




Appendix 3


Children’s Services




Appendix 4


Community Health and Social Services

Appendix 5

Customer and Support Services


Appendix 6


Environment





Appendix 7


Sustainable Regeneration



Appendix 8

Cross-Cutting




Appendix 9
Growth
No specific provision has been included for new growth, although provision is included in the other adjustments referred to above for previously approved growth commitments, such as the GM Transport Fund, BSF and Media City.
4.3  Reserves and Provisions
Review of Reserves and Provisions
A review of funds and provisions has identified £1m of funds that are no longer required for the purpose they were originally set up for, and therefore have been taken to general reserves in 2009/10, as reflected in section 2 above.
These available funds have come from the following main sources :-.
· Insurance Fund – a reduction of £0.5m in the funds required to meet outstanding liability (mainly tripping) claims,
· Repayment of Grant – provision of £0.5m for possible repayment of grant no longer required.

A recurring reduction of £0.5m has also been made in the 2010/11 contribution to the Insurance Fund for potential future claims.
Reserves Strategy for 2010/11 to 2011/12
The use of reserves to reduce net expenditure should be done in a planned manner that adopts the following principles :-

· Does not support recurring expenditure ;

· Is only therefore used in a one-off manner ; and

· Identifies the strategy for replenishing them to the desired level.

The detailed risk assessment of reserves in Appendix 2 and summary table at paragraph 3 above identifies the minimum and desirable levels of reserves that should be held for the key financial risks facing the Council.

Based on this provisional assessment :-

· A desirable level of reserves would be £11.5m, whilst 

· The minimum level of reserves would be £8m.

The medium-term financial strategy provided for reserves of £6.9m by 31st March 2010 rising to £8.5m at 31st March 2011 and £10m at 31st March 2012. 

Reserves are expected to be at £9.2m at 31st March 2010, which is higher than planned at this stage and therefore the opportunity has been taken to utilise £0.638m for the 2010/11 revenue budget and consequently to retain £8.5m in reserves by 31st March 2011.
The level of reserves beyond 2010/11 will be kept under review to identify whether it will be necessary to continue to contribute to reserves to meet the desired level, which is currently assessed at £11.5m.

The planned level of reserves for 2010/11 should satisfy the District Auditor that the current CPA use of resources 3 star assessment on financial standing can be maintained.

5.  PUBLIC CONSULTATION

Public consultation on the budget proposals has once again been undertaken as a two-stage process, stage 1 being a survey during the autumn, principally via the Big Listening and the budget consultation database, stage 2 being via various surveys and a Salford City Radio programme, feedback from which will be reported separately.

6.  OTHER CONSIDERATIONS

Underlying Assumptions

The budget proposals are based on the presumption that directorates contain current expenditure within budget, both for the remainder of 2009/10 and for 2010/11. 

The forecast outturn for 2009/10 in section 2 above identifies the key variations expected from the base budget. The budget pressures that have occurred in 2009/10 that are expected to recur in 2010/11 have been provided for by adjustments to the total spending requirement as identified in section 4.2 above. Each directorate will be expected to contain expenditure within their available budget in 2010/11, and these will continue to require close scrutiny during the year. 
Equally, the value and range of efficiencies in 2010/11 mean that they will require even closer monitoring to ensure that they are delivered as planned or that, if not, alternative means are found by directorates within their budget allocations.

7.  RECOMMENDATION

Members are requested to consider and comment on the matters raised in this report with regard to the development of the budget proposals for 2010/11. 

JOHN SPINK

City Treasurer
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