	Part 1 
	ITEM NO. 8



REPORT OF THE CITY TREASURER

TO BUDGET SCRUTINY COMMITTEE

ON FRIDAY 8 FEBRUARY, 2008  


TITLE : 
REVENUE BUDGET 2008/09 – 2010/11

RECOMMENDATIONS : 

The Committee is requested to consider the matters raised in this report with regard to the development of the budget proposals for 2008/09, to comment on them and to make recommendations to Cabinet, with particular regard to :-

· The assumptions made in developing the budget proposals

· The efficiency savings proposals

· The risk assessment of reserves

· The risks to the budget

· Future prospects for 2009/10 and 2010/11. 


EXECUTIVE SUMMARY :  

This report outlines the progress so far in developing budget proposals and sets out matters for the Committee’s consideration on which it may wish to comment and make recommendations to Cabinet to be taken into account in formulating its recommendations to the Council meeting on 20th 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: 
2008/09 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 investment in building maintenance has been considered for growth.
4.  HUMAN RESOURCES
Certain efficiency savings proposals require the deletion of vacant posts and a minimal 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 2008/09 have been developed, and the assumptions made, and to provide the opportunity to comment and make recommendations to Cabinet on the proposals.

There is also the specific opportunity for the Committee to comment and make recommendations to Cabinet on efficiency savings proposals made by directorates, the risk assessment of reserves, the underlying risk to the budget and future prospects for 2009/10 and 2010/11.

2. BACKGROUND

2007 Comprehensive Spending Review (CSR)
This was announced in September 2007 to cover the 3-year period 2008/09 to 2010/11. The main impact as far as local government was concerned is as follows :-

· Tighter Government formula grant settlements
· Fewer ring-fenced grants and expansion of the Area Based Grant

· New grant funding for adult social care

· Replacement of the Neighbourhood Renewal Fund with a Working Neighbourhoods Fund focussed on reducing worklessness and deprivation 

· Change to the Local Authority Business Growth Incentive (LABGI) scheme and with much-reduced funding 

· Raising the bar with Gershon efficiency targets, setting a 3% per annum cashable efficiency target for the whole of the public sector

· Council tax capping to remain

· Powers for a new supplementary business rate to be introduced.
Medium Term Financial Strategy

The Council’s medium-term financial strategy has been reviewed and updated to cover the 3-year period of 2007 CSR, ie 2008/09 to 2010/11, and provides for :-

· Council Tax increases for Salford’s services to be no more than 3%

· Cuts in service to be avoided wherever possible

· Resources to be allocated on a policy-led basis

· Improvement in value for money from services through improved outcomes and outputs, continuous performance improvement and cost and performance efficiencies

· Integrated revenue budgets and capital programmes

· Ensuring the long-term financial health and viability.

2008/09 – 2010/11 Formula Grant Settlement

In 2006/07 the Government introduced 2-year settlements for the first time covering both 2006/07 and 2007/08 financial years as a pre-cursor to moving towards 3-year settlements from 2008/09 to develop better longer-term financial planning and certainty.

The provisional details for 2008/09 to 2010/11 were announced in December 2007. The final grant settlement remains to be confirmed as at the time of preparing this report, but is not expected to change materially from the provisional settlement.

The headline national grant settlement figures are :-

	
	2008/09
	2009/10
	2010/11

	
	£bn
	%
	£bn
	%
	£bn
	%

	Business Rates (NNDR)
	20.500
	+ 10.8
	 )  24.001
	+ 2.8
	)  24.622
	+ 2.6

	Revenue Support Grant (RSG)
	  2.909
	-  28.4
	 )
	
	)
	

	Formula Grant
	23.409
	+ 3.6
	24.001
	+ 2.8
	24.622
	+ 2.6

	RSG for specified bodies
	0.056
	
	0.050
	
	0.050
	

	PFI
	0.677
	
	0.853
	
	1.069
	

	Net Aggregate External Finance
	24.086 
	+ 4.2
	24.904
	+ 3.4
	25.741
	+ 3.4

	Specific Grants
	46.322
	+ 3.9
	48.580
	+ 4.9
	50.930
	+ 4.8

	Total Aggregate External Finance
	70.408
	+ 4.0
	73.484
	+ 4.4
	76.671
	+ 4.3


The business rate multiplier will be 45.8p (45.5p for small businesses), an increase of 3.9% in line with the increase in RPI.

Emerging Spending Pressures 2007/08
Monitoring of the 2007/08 revenue budget has identified significant spending pressures emerging in 3 services which have needed to be taken into account in determining spending requirements for 2008/09 :-

· Children’s Services

Demand for additional agency foster care services and for additional transport routes needed for special needs children have increased beyond budget provision.

· Adult Social Care

Demand for care services to learning difficulty and elderly clients has exceeded budget provision.

· Housing and Planning

Overspending on homelessness, and shortfalls in income in other services, ie rents, accommodation charges, markets and building control fees.
Also, whilst equal pay claims have been largely settled by negotiation and financed by the use of a combination of capitalisation and reserves, preparation and negotiations for the implementation of a pay and grading review have been progressing during 2007/08 towards an implementation date of 1st April 2008.

New Spending Pressures 2008/09
In addition to the spending pressures that have emerged during 2007/08, which will flow through into 2008/09, regard has also needed to be given to new spending pressures that are likely to arise in 2008/09, the main ones being :-

· Utility Costs
The rising costs of gas/electricity and water need to be allowed for. Members may recall that there was a 100% increase in price for gas when tenders were last renewed in June 2006. This contract falls due for renewal in June 2008 and a 5% price increase has been planned for, taking into account the fluctuations in price during that time. Similarly, electricity contracts which were last renewed in April 2007 for 12 months at only marginal cost increase are due for renewal in April and a 5% increase has been budgeted for. A 12.5% increase for water usage has been planned for in recognition of water companies being allowed by the water regulator, OFWAT, to increase their charges by significantly above inflation, ie double-digit increases. 

· Waste Disposal

Increasing landfill tax and landfill allowance (LATS) penalties, and the need to invest in waste recycling and minimisation are putting increasing cost pressures upon local authorities. An 11% increase is expected in 2008/09.
These are national issues affecting all local authorities about which the LGA and SIGOMA have been lobbying the Government for additional funding (without success in 2007/08 and 2008/09) and consideration in the 2007 CSR.

3. DEVELOPMENT OF THE BUDGET STRATEGY FOR 2008/09 – 2010/11
3.1. 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 over the next 3 years will be as follows :-
2008/09
2009/10
2010/11







    £m

    £m

    £m


Formula Grant


125.117
127.993
130.258

% increase



   3.6%
   2.4%
   1.8%


  Grant floor % increases

   2%

   1.75%
   1.5%

Because Salford is one of the authorities with a grant increase above the floor it has had its grant scaled down to pay for those authorities supported by the floor, to the tune of £3.5m in 2008/09, £2m in 2009/10 and £0.9m in 2010/11 (following on from losses of £5m in 2006/07 and £4m in 2007/08). 

The Formula Grant settlement for Salford in comparison to other authorities has been disappointing. Formula methodology changes implemented for this grant settlement by DCLG in adult social care, highway maintenance, the area cost adjustment and data updates all resulted in grant reductions, totalling £0.8m in 2008/09. Nevertheless, Salford’s increase in grant has been at the national level, although below other metropolitan districts and only 7th best in Greater Manchester.

For 2009/10 and 2010/11, Salford’s settlement fairs worse, being only better than Trafford in Greater Manchester. This has been due to the manner in which ONS population projections for 2009 and 2010 have been determined, rolling forward the 3-year historic average as at 2004. Salford’s population has only started to show an increase since that time and so it follows that the Formula Grant calculation has not taken account of the emerging trend of a population increase. 
A response to the consultation on the Formula Grant settlement was approved by the Leader and Lead Member for Customer and Services and submitted to DCLG on 7th January and considered by this Committee on 9th January
Comparative Formula Grant increases for Greater Manchester authorities are shown below :-
	
	2008/09
	2009/10
	2010/11

	
	%
	%
	%

	Bolton
	5.3
	3.6
	3.1

	Bury 
	3.4
	2.6
	2.3

	Manchester
	3.8
	2.5
	1.9

	Oldham
	6.4
	4.1
	3.5

	Rochdale
	5.7
	3.8
	3.4

	Salford
	3.6
	2.4
	1.8

	Stockport
	3.3
	2.6
	2.3

	Tameside
	5.6
	3.6
	3.0

	Trafford
	2.0
	1.8
	1.5

	Wigan
	5.7
	3.7
	3.1


Other comparators :-

	GM Fire
	2.1
	1.2
	1.2

	GM Police
	3.0
	3.0
	3.0

	
	
	
	

	Met districts
	4.1
	2.9
	2.5

	SIGOMA authorities
	4.5
	
	

	
	
	
	

	North West
	4.0
	3.0
	2.7

	
	
	
	

	Nationally
	3.6
	2.8
	2.6


Specific Grants

Specific grants make up two-thirds of total Government grant funding and are a significant contribution towards local authority expenditure, feeding directly into budget income streams. The most significant developments are :- 

· Area Based Grant
This grant is a non-ring-fenced grant and is an amalgamation of various former ring-fenced grants, which local authorities will have flexibility to use as they see fit provided they meet the targets that will be agreed with Local Strategic Partnerships and negotiated with regional Government Offices as part of Local Area Agreements. 
Salford will receive a total of £23m of Area Based Grant in 2008/09, rising to £38.6m for each of 2009/10 and 2010/11, when £13m of Supporting People grant is merged in.

A full schedule of the components of the Area Based Grant is shown at Appendix 1.
· Working Neighbourhoods Fund

This is the largest component of the Area Based Grant. Salford’s entitlement is :-






2008/09
2009/10
2010/11







    £m

    £m

    £m







 8.693

10.144
10.493

The Working Neighbourhood Fund (WNF) replaces the Neighbourhood Renewal Fund (NRF), and is expected to focus more on combating worklessness and deprivation. Grant in 2008/09 represents a £615k or 7% reduction on 2007/08.
The increase in 2009/10 appears quite substantial at £1.451m, or 16.7%, and appears to be due to the unwinding of a one-year transitional protection the Government has allowed to losing authorities in 2008/09.

· Social Care Reform Grant
Salford’s entitlement is :-







2008/09
2009/10
2010/11







    £m

    £m

    £m

0.464

1.077

1.317

This is a new ring-fenced grant towards demographic pressures in adult social care. 
· Local Authority Business Growth Incentive Scheme (LAGBI)
The provisional settlement announced LABGI funding of nil in 2008/09, £50m in 2009/10 and £100m in 2010/11 to support a reformed scheme. This compares with the current LABGI arrangements, whereby local authorities can expect LABGI funding of over £400m in 2007/08.  

The cessation of LABGI funding after 2007/08 has been a matter for grave concern amongst authorities generally, but is of particular concern to Salford as funding for the BBC Philharmonic sponsorship had been predicated on LABGI continuing to grow from current levels.
The response to the Formula Grant consultation includes comment with regard to the withdrawal of LABGI grant.
Council Tax

The Council Tax revenue for Salford’s services in 2007/08 was budgeted at £81.693m. This included an assumption that an additional £1m revenue would be obtained by an increase in the taxbase of 1,623 from 63,722 to 65,345 band D chargeable dwellings to reflect the numbers of new dwellings under construction and expected to be built and ready for occupation during 2007/08. 
That assumption has continued to prove buoyant during the year. When Police and Fire precept income is added, and the assumed collection rate factored in, the total Council Tax required to be billed to achieve a balanced budget was £95.280m. The current amount of Council Tax revenue billed is approximately £96m, ie some £0.7m higher than budgeted.   
This position has been used as the basis for forecasting the likely revenue in 2008/09 bearing in mind the continued buoyancy of the taxbase and what a 3% increase would produce.

In the anticipation of further occupied new dwellings coming into Council Tax, and consolidating the current excess revenue into the calculation, a further increase of 2,355 in the taxbase to 67,700 band D dwellings has been recommended to the Lead Member for Customer and Support Services on 21st January, 2008. 
This would require total Council Tax to be billed of £101.692m, which is approximately £1m in excess of grossing up the current taxbase for a 3% increase. 
The share of the expected revenue from Council Tax in 2008/09 for Salford’s services from the increase in taxbase and a 3% increase in the tax is as follows :-

Band D Council Tax for Salford’s services 2007/08


£1,250.17
Add : 3% increase






£     37.51










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

Band D Council Tax for Salford’s services 2008/09


£1,287.68










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

Taxbase (no of band D equivalent dwellings)



67,700
Estimated Council Tax revenue 2008/09 (£1,287.68 x 67,700)
£87.176m










========

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.

As at 31st March 2008, it is expected that the Collection Fund will be in surplus by £1m and that Salford’s share will be £0.884m.

Total Available Resources 

The total available resources arising from the above are therefore as follows :-











   £m


Formula Grant







125.117

Council Tax







  87.176

Collection Fund surplus






    0.884










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


Total Available Resources





213.177










=======
3.2. Expenditure Requirements
Continuation of Service Budget

The expenditure requirements have been built up from the 2007/08 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 produced an initial spending requirement of £221.648m, as follows :-












    £m

2007/08 Base Budget







198.229
Add : 
Use of reserves included in 2007/08 base budget 

    0.560

Government grant changes – transfer of specific grants





into Formula Grant





    5.094











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

Adjusted 2007/08 Base Budget





203.883
Add :
Pay inflation







    3.125

Pensions – increased employer’s contribution rate

    0.900



Price inflation






    4.345

Capital financing costs





-   0.421

Government funding withdrawal




    4.136


Pay and grading review





    4.196


Other adjustments






    1.484











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

Continuation of Service Budget 





221.648











=======

Budget Assumptions

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

· Pay inflation at 2.5%.
· Pensions – an increase of 0.8% (to 13.6%) 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 15.9% over the 4-year period to 2011/12.
· Price inflation of :

· 12.5% for water charges

· 11% for waste disposal
· 5% for gas/electricity costs

· 5% for insurance

· 4% for passenger transport

· 2.5% for premises costs and externally determined charges

· 2.5% for DSO costs

· 0% for general supplies and services

· Capital financing costs

· additional borrowing requirement of £16m, including an allowance for the use of £10m of unsupported borrowing to fund capital spending requirements in excess of available capital receipts
· 5% for interest payable on new borrowing and for interest earned on investments
· Taking into account the impact of the transfer of housing stock from 28th July 2008 
Efficiencies 
New efficiencies to be made in service budgets are summarised in the following table and itemised in Appendix 2(a).

[image: image1.wmf]SAVINGS SUMMARY

2008/09

2009/10

2010/11

Total 

Amount

Total 

Amount

Total 

Amount

£000s

£000s

£000s

Chief Executive

192

192

192

Children's Services

751

335

335

Community Health and Social Care

945

1,030

1,030

Customer and Support Services

945

945

945

Environment

347

307

307

Housing and Planning

508

565

622

Corporate Procurement 

1,023

2,063

2,063

Think Efficiency (Admin Review/Agile Working)

450

800

800

External Efficiency Review (KPMG)

2,000

7,400

11,795

Total

7,161

13,637

18,089


The approach to seeking efficiencies was two-pronged in that :-
· Directorates were requested to identify proposals that would seek to achieve the Government’s 3% Gershon cashable efficiency target  for 2008/09 ;

· An external efficiency review was commissioned, engaging KPMG to undertake it, to identify efficiencies of a cross-cutting nature that could be delivered over the medium-term, ie over the 3-year grant settlement period.
Growth
Areas for the reinvestment of efficiencies in the growth in services to be funded by the revenue budget are :-












  £m

LIFT








1.076
Recycling 







0.494
Planning capacity (2007/08 budget decision – full year cost)
0.250

Worklessness
(2007/08 budget decision – full year cost)
0.250
Other minor growth adjustments relating to 2007/08 budget
0.025











--------

Total








2.095











=====

Final Budget Spending Plans

Bringing the continuation of service budget, growth in priority services and service efficiencies together produces a final budget for 2008/09 as follows :-












   £m



Continuation of Service budget




221.648

Less :
Service efficiencies


- new efficiencies 2008/09



      - 7.161




- adjustments for 2006/07 & 2007/08 efficiencies    +0.979











        --------
  - 6.182

Add : 
Growth in priority services





    2.095











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












217.561

Less :
Use of reserves (see paragraph 4 below)


- from 2007/08 underspends


-   1.060




- from accumulated unearmarked reserves
-   3.324











------------
    4.384











-----------


Revenue Budget 2008/09





213.177











=======

4. RESERVES

As part of the budget development, Budget and Efficiency Group has considered carefully the position with reserves. 

2007/08 position

The assumptions made in the 2007/08 revenue budget with regard to the level of general reserves over the next three years were as follows :-

Planned Level of Reserves at 31st March 2007 through to 31st March 2010
2007/08 Revenue Budget
	
	2006/07
	2007/08
	2008/09
	2009/10

	
	£m
	£m
	£m
	£m

	Balance at 1st April
	9.631
	7.212
	6.652
	7.000

	Less :
	
	
	
	

	Contribution from Reserves – general budget support
	-  2.000
	-  0.560
	
	

	Planned Reserves – 2006/07 Budget
	7.631
	
	
	

	Less :
	
	
	
	

	Equal Pay claims
	-  1.919
	
	
	

	Add :
	
	
	
	

	Review of provisions – Insurance Fund
	0.800
	
	
	

	Review of provisions – Grant Loss
	0.700
	
	
	

	Budgeted contribution to Reserves
	
	
	0.348
	0.700

	Balance at 31st March
	7.212
	6.652
	7.000
	7.700


The risk assessment undertaken for the 2007/08 revenue budget identified minimum and desirable levels of reserves as follows :-

· Minimum level of reserves

£3.6m

· Desirable level of reserves

£7.7m

Outturn Position 2006/07

The planned position for reserves at 31st March 2007 in drawing up the 2007/08 revenue budget was £7.2m, as per the table above.

The outturn position for 31st March 2007 following completion of the final accounts and after allowing for earmarked commitments such as settling the balance of equal pay claims was £8.4m, ie £1.2m favourable to budget plans. 

Approximate Outturn 2007/08

An assessment of the outturn expenditure for 2007/08 prior to a freeze on filling vacancies and 3rd party expenditure indicated a broadly neutral position with an underspend of £0.2m, which would give reserves in hand at 31st March 2008 of £8.6m.
A further underspending of £1.060m has been identified subsequent to the freeze on spending and will be carried forward to 2008/09 and used to directly offset the spending requirements. That underspending has arisen on the following services :-













  £m
· Waste disposal – refund of levy following delayed start to PFI

0.486

· Capital financing – accounting change to minimum revenue provision
0.150

· Additional directorate underspendings

- Children’s Services




0.300


   - Community Health and Social Care


0.050

- Environment





0.074











--------

0.424












--------












1.060

In addition, other reserves held for specific purposes are as follows :-

· Invest to Save


£1.253m

· DSOs




£0.682m

The Invest to Save Fund is to be used towards meeting the one-off costs required to be incurred in delivering the efficiencies recommended by the external review, whilst the DSO Appropriation Account can fund certain DSO capital investment requirements in 2008/09 and act as a hedge against adverse trading conditions. 

Reserves Strategy for 2008/09 to 2010/11
The way in which the revenue budget for 2008/09 has taken shape means that, without the use of reserves, there would be a significant funding gap that cannot be met by means other than cuts in service and/or raising Council Tax beyond the planned increase of 3%.

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.

A risk assessment of reserves is attached at Appendix 3, which identifies the minimum and desirable levels of reserves that should be held for the key financial risks facing the Council.

Based on this assessment :-

· A desirable level of reserves would be £9.7m, whilst 

· The minimum level of reserves would be £5.3m.

It should be noted that this assessment requires a higher level of reserves to be held than for 2007/08, but this is due to the tightness of the Government’s grant settlement and hence the fact that there are greater risks inherent with the 2008/09 budget process than in 2007/08.

It should also be noted that the reserves of £8.6m expected at 31st March 2008, whilst above the desirable level of £7.7m based upon last year’s assessment, would need to increase to £9.7m under the current assessment. However, the current assessment includes for the risk of a delayed stock transfer by 3 months at a cost of £1.2m, which would not recur after 2008/09 assuming transfer is completed satisfactorily within the year. It would therefore be appropriate to plan for around £8.5m in the longer-term.

Adopting the principles set out above, a strategy for the use of reserves in 2008/09 to support the revenue budget could be adopted whereby they are replenished over the subsequent two financial years so that by 31st March 2011 the level of balances were back to the position expected at 31st March 2008, ie a balance of £8.6m, consistent with the assessed desirable level. 

The table below therefore sets out how the level of reserves would appear over the next three years should this strategy be adopted.

Proposed Reserves Strategy 2008/09 to 2010/11

	
	2007/08
	2008/09
	2009/10
	2010/11

	
	£m
	£m
	£m
	£m

	
	
	
	
	

	Balance at 1st April
	8.4
	8.6
	5.3
	6.9

	Add : Contribution to Reserves 

– approximate outturn 2007/08 (pre-moratorium)
	0.2
	
	
	

	Less : Budgeted contribution from Reserves
	
	- 3.3
	
	

	Add : Budgeted contribution to Reserves
	
	
	1.6
	1.7

	Balance at 31st March
	8.6
	5.3
	6.9
	8.6


For 2008/09, this position would leave the Council with a number of challenges that will need to be managed at a time when reserves are at their lowest, with the most significant challenges being around :-

· Pay and grading review – the cost of any potential service disruption and equal value claims ;

· Spending pressures – especially from those services with continuing demographic pressures, ie adult and children’s social care ;

· Housing stock transfer – the capital financing costs which any delay could cause, the implications for support services to City West if they choose alternative providers and the ability of Housing Connections Partnership to reduce their subsidy ;

· Delivery of efficiencies.

However, the risk exposure around these challenges would be for 12 months only, assuming all risks and other pressures can be managed and contained, as reserves would start to be built back up during 2009/10, at the end of which, all things being equal, reserves would only be slightly less than they were when the 2007/08 budget plans were put together, ie £6.9m by 31st March 2010 compared with £7.2m at 31st March 2007, and rise to a higher level of £8.6m by 31st March 2011.

The table above and the detail in Appendix 3 illustrate how this strategy can be managed without over-burdening any one year’s budget with an excessive contribution to reserves, and which can 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 a public meeting held on 15th January.

A report on the outcome of the consultation process is included at Appendix 4.
6. OTHER CONSIDERATIONS

Underlying Assumptions

These options are based on the presumption that directorates contain current expenditure within budget. 

The 2007/08 outturn is expected to be in line with the budget, issues arising from budget monitoring during 2006/07 have identified demand and spending pressures for 2007/08 in Children’s Services and Community, Health and Social Care and Housing and Planning. Each directorate has identified how it will contain expenditure within available budget in 2008/09, and these will continue to require close scrutiny during the year. 
The additional cost assumed for the pay and grading review relates only to the services funded from the revenue budget and that costs relating to school-based staff will be met from school budgets and costs relating to the Citywide DSO will be passed on to clients/customers through an increase in their SLA charges for cleaning and school meal prices. Schools will therefore bear a significant proportion of these costs, as will parents through a required 10% price increase for school meals.
Equally, the value and range of efficiencies in 2008/09 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.
Outstanding Issues
At the time of preparing this report there remain a few outstanding issues to be finally resolved, notably :-

· Announcement of the final Formula Grant settlement by DCLG

· Finalisation of AGMA unit levies, notably waste and passenger transport
· Finalisation of the capital programme.

It should be noted that in connection with the capital programme, provision has been made in the revenue budget to fund the use of £10m of unsupported borrowing to supplement the use of available capital receipts in order to fund a sustainable programme.

There may be the need to revise the above proposals in the light of any material change to the assumptions made and subject to final deliberations on these matters.
Projections for 2009/10 and beyond

The 2007 Comprehensive Spending Review and the 3-year Formula Grant settlement will set the tone for future spending plans, which also include the presumption that cashable Gershon efficiencies of 3% per annum over the next 3 years will be made.

This tightening in funding comes at a time of increasing demand for services such as social care and rising costs such as waste disposal, utility costs and pay and grading.

Locally, Salford will continue to benefit from the redevelopment work taking place in Central Salford in particular in terms of Council Tax revenue, and this buoyancy should help to alleviate the full impact of tight RSG settlements. Unfortunately, the continuation of LABGI will be along more modest lines than previously assumed, and so no revenue is now factored in from this source.
Also, the efficiency review commissioned from KPMG has set in train a process for realising increasing efficiencies and this should help to facilitate meeting the new Government efficiency targets. 

A 3-year spending projection which builds up the additional cost increases from the 2007/08 base budget for 2008/09 through to 2010/11 is contained at Appendix 5. 
This shows projected funding gaps of £8m for 2009/10 and £4m for 2010/11. The assumptions behind the spending projections will need to be reviewed and, where appropriate, refined in the light of emerging developments during 2008, but it will also be necessary to continue to be vigilant in identifying the scope for further efficiencies.
7. RECOMMENDATIONS

The Committee is requested to consider the matters raised in this report with regard to the development of the budget proposals for 2008/09, to comment on them and to make recommendations to Cabinet, with particular regard to :-

· The assumptions made in developing the budget proposals

· The efficiency savings proposals

· The risk assessment of reserves

· The risks to the budget

· Future prospects for 2009/10 and 2010/11 

JOHN SPINK

City Treasurer
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		SAVINGS SUMMARY

				2008/09		2009/10		2010/11

				Total Amount		Total Amount		Total Amount

				£000s		£000s		£000s

		Chief Executive		192		192		192

		Children's Services		751		335		335

		Community Health and Social Care		945		1,030		1,030

		Customer and Support Services		945		945		945

		Environment		347		307		307

		Housing and Planning		508		565		622

		Corporate Procurement		1,023		2,063		2,063

		Think Efficiency (Admin Review/Agile Working)		450		800		800

		External Efficiency Review (KPMG)		2,000		7,400		11,795

		Total		7,161		13,637		18,089






