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REPORT OF THE HEAD OF FINANCE


TO THE BUDGET SCRUTINY COMMITTEE ON WEDNESDAY, 6TH DECEMBER 2006 


TITLE:  REVENUE BUDGET 2006/07: BUDGET MONITORING


RECOMMENDATIONS: Members are invited to comment on the contents of the report and to ask the Strategic Director of Environmental Services to present a report to this committee next month regarding the position in respect of the Refuse Collection DSO.   


EXECUTIVE SUMMARY:

The report provides details of the current position relating to budget monitoring for the revenue budget and the implementation of the agreed revenue budget savings for 2006-2007.


BACKGROUND DOCUMENTS:

Various working papers and reports. (Available for public inspection)


CONTACT OFFICER:

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

 Colin Kay  Tel. No. 793 3245 colin.kay@salford.gov.uk          


ASSESSMENT OF RISK: Key budgetary control risks were identified in a report to this committee in October 2006.


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:          Budget Strategy


REPORT DETAIL

1
Introduction  
1.1 This report advises members of the current position relating to revenue budget monitoring and the implementation of the agreed revenue budget savings for 2006-2007.

1.2 The revenue budget for 2007/08 is currently being developed. Part of the exercise is to reassess the current year’s estimate to arrive at the 2006/2007 approximate outturn and during the process directorates have been reviewing items that have been highlighted through budget monitoring. The details of the approximate together with an explanation of any variations from the original estimate will be presented to a future meeting of this committee. 

1.3 Details of the provisional RSG Settlement is expected to be announced late November 2006.

1.4 This report is based on directorates' latest budgetary control reports and the trading statements for the DSOs. 

2 General Fund Services

2.1 Chief Executive’s  

Marketing and Communications are anticipating an overspend in the region of £100,000 as a consequence of the non achievement of income from work expected to be done on behalf of the HRA. The overspend will be offset against staff vacancies occurring throughout the remainder of the Chief Executive’s budget and it is still anticipated that net expenditure will be contained within the overall budget at year-end. 

2.2 Community, Health and Social Care 

Leisure  

The outturn figures in connection with the Triathlon are still being examined and the final position is now expected to be reported in January 2007.

It is still anticipated that the remainder of the services will be within budget at year-end. 

Community, Health and Social Care – General  

The employees budget, which includes agency staffing and recruitment advertising, continues to show a minor underspend, standing at £146,000 (0.8%) to the end of October 2006.

As previously reported, the Learning Difficulty Service budget continues to come under additional pressure as a consequence of new placements. The year-end position is still projecting a potential overspend of £370,000. The funding of this pressure area will be dependent upon the continued performance on in-house supported tenancy costs, a continuation of home care underspend and a series of actions to realise the supporting people efficiency target. The service will also be able to access the brought-forward pooled budget balances, if required. 

Expenditure on Care in the Community continues to come under pressure as these budgets are very volatile and subject to variation caused by change in demand. Consequently the following additional costs are still being anticipated by the end of the year.

· £200,000 Nursing and Residential Care

· £300,000 direct payments

It is anticipated that these pressure areas can be met from the salaries and wages underspend, the existing revenue budget and internal balances.  
2.3 Customer and Support Services  
The net overspend on staffing costs now stands at £64,000 which has reduced by £26,000 from what was reported last month. As part of the action plan to address overspends within Customer Services all agency contracts have now been terminated, vacancies filled with permanent appointments and overtime reduced. It is still anticipated that, owing to underspends in other divisions, net expenditure will remain within the overall directorate budget at year-end.
2.4 Housing and Planning 

Planning  

As reported previously, the inquiry costs in connection with the redevelopment of the new Salford Reds stadium, which are expected to be at least £250,000, can only partly be covered from additional fee income. The service at present is forecasting a £112,000 overspend at year-end. It is felt that Planning will not have the ability to cover the whole of the inquiry costs because of budget pressures in other areas. However, the position will continue to be monitored closely. 
Housing  
As previously reported, it is still anticipated that net expenditure will be kept within budget at year-end.

2.5 Children’s Services 

As previously reported the following budgets continue to come under pressure

· Children in Care outside placements

· Agency Foster Carers 

· Transport Service

· Resources – security costs and rent increases

A strategy has been agreed by members to address the projected shortfall in respect of the outside placements, and the position remains as reported last month.  

2.6 Environmental Services 

The commercial waste income is projecting a £220,000 overspend at year-end and this sum is being offset, at present by favourable variances elsewhere in the budget and the directorate is continuing to report a small surplus (£23,000 to the end of October 2006). However, the budget pressures which continue from the previous year, will have an impact and until the outcome of the analysis of the waste budget is completed, then the end of year projection is uncertain.

2.7 Corporate Issues   
As reported in June 2006 the favourable corporate issue in respect of capital financing will help to alleviate pressure areas within the total budget whilst Council Tax revenue continues to be buoyant and ahead of budget assumptions.
3 Housing Revenue Account  

3.1 Dwelling rent income continues to show a favourable position and now stands at £213,000 as a consequence of right-to-buys not being as high as expected. This will partly be used to offset an adverse variation within service charge income.

3.2 Pressure on housing repairs continues with an overspend of £112,000 being evident to October 2006. However, a number of strategies have been put in place to address this and appropriate action will be taken to ensure that expenditure is kept within the budget provision.

3.3 Work is continuing to monitor the impact of Stock Options on the HRA and the budget is projected to be fully spent at year-end. 

3.4 Despite stock options pressures, the overall budget continues to remain on target.

4       Direct Service Organisations   

4.1 Details of the trading positions of the various DSOs are indicated in the table below.

	DSO
	As at
	Budget
	Actual
	Variance
	Variance 31/10/05

	
	
	£000

Surplus / (Deficit)
	£000

Surplus / (Deficit)
	£000

Favourable / (Adverse)
	Favourable / (Adverse)

	
	
	£
	£
	£
	£

	Street Cleansing
	31/10/06
	(1)
	22
	23
	34

	Refuse Collection
	31/10/06
	(44)
	(292)
	(248)
	(66)

	VMM
	31/10/06
	9
	20
	11
	19

	Grounds Maintenance
	31/10/06
	(149)
	(152)
	(3)
	1

	Building Cleaning
	31/10/06
	16
	37
	21
	23

	Commercial Catering
	31/10/06
	18
	56
	38
	17

	School and Welfare Catering
	31/10/06
	(181)
	(125)
	56
	12

	
	
	
	
	
	

	Total
	
	(332)
	(434)
	(102)
	40

	
	
	
	
	
	


4.2 As a consequence of the additional costs incurred in respect of recycling activities the Refuse Collection DSO continues to show an adverse trading position. This is anticipated to continue for the remainder of the year with a year-end deficit in the region of £430,000 being forecast. The remaining DSOs are reporting favourable variances through a mix of increased activity and efficiencies. 

5        Progress on agreed savings 

5.1 All savings are now achieved or are budgeted and on target to be achieved as summarised in Appendix 1.

5.2 The appendix will continue to be updated throughout the year and will be included as part of the regular monthly monitoring report until all the savings have been achieved.

6 Budget Risks 

6.1 A full budget monitoring exercise is undertaken each month by all directorates to ensure that any issues are identified at an early stage to enable corrective action to be taken. Areas that represent greater risks in budgetary control have been identified and will be subject to greater scrutiny. Full details of the key budget risks will once again be reported to this committee in January 2007.

7       Prudential Indicators  

7.1   The key Treasury Management Prudential Indicators are detailed in Appendix 2 and    have all been met through to 17th  November 2006.

8 Summary  
8.1 The forecasted deficit in respect of the Refuse Collection DSO is cause for concern and as a consequence a thorough review of the budget and activities is continuing and a report on the matter will be presented to this committee next month.

8.2    The current month’s budgetary control exercise has not indicated that there are any further potential problem areas arising. However, close scrutiny will continue throughout the year to predict further budget pressures and warn against any overspends that might occur.

8.3    Agreed savings have now all been achieved or are on target to be achieved.  

9    Recommendations   

9.1 Members are invited to comment on the contents of the report and to ask the Strategic Director of Environmental Services to present a report to this committee next month regarding the position in respect of the Refuse Collection DSO.

John Spink

Head of Finance




Appendix 1


Savings (Summary)

	
	Achieved
	Budget
	Budget
	Total

	
	
	Adjusted
	Adjusted
	

	
	
	On Target
	Behind Target
	

	
	£000
	£000
	£000
	£000

	
	
	
	
	

	Chief Executive
	86
	64
	0
	150

	
	
	
	
	

	Children’s Services
	275
	110
	0
	385

	
	
	
	
	

	Community, Health & Social Care 
	486
	248
	0
	734

	
	
	
	
	

	Customer & Support Services
	1,078
	0
	0
	1,078

	
	
	
	
	

	Environmental Services
	165
	119
	0
	284

	
	
	
	
	

	Housing & Planning
	277
	72
	0
	349

	
	
	
	
	

	
	
	
	
	

	Total
	2,367
	613
	0
	2,980

	
	
	
	
	


Appendix 2

Prudential Indicators

Authorised Limit for External Debt

Forward Estimates
	
	2006/07
	2007/08
	2008/09

	
	£m
	£m
	£m

	Total Authorised Limit for

External Debt
	721
	775
	829

	Actual Gross External Debt as at 17/11/06
	508
	
	

	
	
	
	


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.

Operational Boundary for External Debt

	
	2006/07
	2007/08
	2008/09

	
	£m
	£m
	£m

	Total Operational

Boundary for External debt
	621
	655
	704

	Actual Gross External Debt as at 17/11/06
	508
	
	

	
	
	
	


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. 

Appendix 2

Prudential Indicators for Treasury Management

	Limits on Interest Rate Exposure
	2006/07
	2007/08
	2008/09

	
	%
	%
	%

	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
	12.78
	19.82
	25.14

	
	
	
	


All Years

	Maturity structure for fixed rate borrowing
	Upper Limit
	Lower Limit
	Current Maturity

Profile 

	
	%
	%
	%

	Under 12 months 
	50
	0
	0.10

	12 and within 24 months
	50
	0
	0.15

	24 months and within 5 years
	50
	0
	6.10

	5 years and within 10 years
	50
	0
	9.95

	10 years and above
	100
	40
	83.70

	
	
	
	

	In addition, the following local limits will apply:
	
	
	

	
	
	
	

	Variable rate debt maturing in any one year 
	30
	0
	4.33

	
	
	
	


Limits on Long-Term Investments

	
	2006/07
	2007/08
	2008/09

	
	£m
	£m
	£m

	Upper limit for investments of more than 364 days
	15
	15
	15

	Current total investment in excess of 364 days
	10
	10
	10

	
	
	
	


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 £480.3m and the net borrowing requirement £433.1m.  
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	 Comparison of Net Borrowing and CFR 

	Date
	Debt 
	Temporary
	Net
	Capital
	Headroom

	
	Outstanding
	Investments
	Borrowing
	Finance
	

	
	
	
	
	Requirement
	

	
	£'000
	£'000
	£'000
	£'000
	£'000

	02/10/2006
	508,063
	75,980
	432,083
	480,292
	48,209

	03/10/2006
	508,063
	82,180
	425,883
	480,292
	54,409

	04/10/2006
	508,063
	82,280
	425,783
	480,292
	54,509

	05/10/2006
	508,063
	82,280
	425,783
	480,292
	54,509

	06/10/2006
	508,063
	81,880
	426,183
	480,292
	54,109

	09/10/2006
	508,063
	80,260
	427,803
	480,292
	52,489

	10/10/2006
	508,063
	80,260
	427,803
	480,292
	52,489

	11/10/2006
	508,063
	80,260
	427,803
	480,292
	52,489

	12/10/2006
	508,063
	79,960
	428,103
	480,292
	52,189

	13/10/2006
	508,063
	72,460
	435,603
	480,292
	44,689

	16/10/2006
	508,063
	83,360
	424,703
	480,292
	55,589

	17/10/2006
	508,063
	83,660
	424,403
	480,292
	55,889

	18/10/2006
	508,063
	81,760
	426,303
	480,292
	53,989

	19/10/2006
	508,063
	81,660
	426,403
	480,292
	53,889

	20/10/2006
	508,063
	81,960
	426,103
	480,292
	54,189

	23/10/2006
	508,063
	80,560
	427,503
	480,292
	52,789

	24/10/2006
	508,063
	80,560
	427,503
	480,292
	52,789

	25/10/2006
	508,063
	76,360
	431,703
	480,292
	48,589

	26/10/2006
	508,063
	75,860
	432,203
	480,292
	48,089

	27/10/2006
	508,063
	75,910
	432,153
	480,292
	48,139

	30/10/2006
	508,063
	74,010
	434,053
	480,292
	46,239

	31/10/2006
	508,063
	69,560
	438,503
	480,292
	41,789

	01/11/2006
	508,063
	72,560
	435,503
	480,292
	44,789

	02/11/2006
	508,063
	79,860
	428,203
	480,292
	52,089

	03/11/2006
	508,063
	80,660
	427,403
	480,292
	52,889

	06/11/2006
	508,063
	80,260
	427,803
	480,292
	52,489

	07/11/2006
	508,063
	83,960
	424,103
	480,292
	56,189

	08/11/2006
	508,063
	81,260
	426,803
	480,292
	53,489

	09/11/2006
	508,063
	79,860
	428,203
	480,292
	52,089

	10/11/2006
	508,063
	76,760
	431,303
	480,292
	48,989

	13/11/2006
	508,063
	76,960
	431,103
	480,292
	49,189

	14/11/2006
	508,063
	75,860
	432,203
	480,292
	48,089

	15/11/2006
	508,063
	78,960
	429,103
	480,292
	51,189

	16/11/2006
	508,063
	78,860
	429,203
	480,292
	51,089

	17/11/2006
	508,063
	74,960
	433,103
	480,292
	47,189
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