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REPORT OF THE CITY TREASURER


TO BUDGET SCRUTINY COMMITTEE ON FRIDAY 23 JANUARY 2009

TITLE:  REVENUE BUDGET 2008/09: 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 2008/09 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: 

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: 2008/09 Revenue Budget


Report Detail
1 Introduction 

1.1 At this time of year, the work of the accountancy division is increasingly focused on budget monitoring and budget preparation for the next financial year.  With expenditure data available for a greater proportion of the year, predictions of full-year effects are becoming more reliable and this report contains an indication of the revised estimate for services.

1.2 To make maximum use of the resources available, budget monitoring concentrates on an examination of the major budget heads and the budgets identified as risk areas.  In addition, the overall financial position imposes a need for agreed savings targets to be met in full and emphasis is being placed on the progress being made on each of the savings proposals.

2 
General Fund Services

2.1 Chief Executive’s 
Green
At this stage in the financial year it is anticipated that the directorate will be within budget at year-end.  
2.2 Community, Health and Social Care 

Amber 

The underspend on employees at £0.245m represents 1.15% of the budget and has decreased since last month.  Of this, £0.042m relates to the Learning Difficulties service, which is a ring-fenced budget managed in partnership with the PCT.
Spending pressures continue within the Learning Difficulties budget and are expected to be £2.037m for 2008/09.  Because of the pooled budget arrangements with the PCT, the Council is responsible for 48% of this.  The underspending from 2007/08 of £0.539m, plus virement from elderly care will meet the Council’s share.
Elderly care budgets continue to be volatile but based upon the spend to date and anticipated trends for the rest of the year, £0.775m is available for virement to fund demographic budget pressures and to help meet the budget pressure on the Learning Difficulties budget as detailed above.  The remainder can be largely met from the employee underspend, with any additional requirement being met from controlling other budget heads.
2.3 Customer and Support Services

Green

The latest projection is that the directorate will be within budget at year end.  The projected shortfall of £0.400m from land charges income can be met from an underspend on employees through vacant posts and controlling non-essential expenditure.  
2.4 Sustainable Regeneration
Red
Whilst there have been changes within the forecast the Sustainable Regeneration Directorate remains projected to be over-budget for the year by £1.380m.  Development Control and Building Control Fee Income from applications is continuing to drop.  The directorate is looking at controlling spend in other areas to offset this.
2.5 Children’s Services
Red

Overall the directorate is over-budget by £2.665m, of which £1.399m relates to schools and £1.266m to services funded by the General Fund budget.  
Whilst an overspend on the dedicated schools grant (DSG) may not have an adverse effect on the City Council’s budget it will impact on the resources available to schools.
The following areas within the DSG are currently overspending –

· Non maintained special schools – This budget is currently overspent by £0.960m (increase of £0.120m on last month) due to increasing numbers of placements. Despite substantially increasing the number of places in the City Council’s secondary special schools under PFI these schools are now full. The projected overspend for the year is £1.4m.
· Teachers supply cover – A budget is held centrally to pay for maternity cover for teaching staff in schools. This budget is currently overspending by £0.178m which is an increase of £0.074m on last month.
The non-schools budget is over-budget by £1.266m.  In the main this is due pressures on the children in care service and court fees.
· Children in Care – The budget is currently showing an overspend of £0.795m but there are indications from the service of increasing pressures from the recent need to find a handful of high cost placements which could amount to a projected overspend for the service of £1.2m in the current financial year.  There is a continuous process of assessing children in outside placements with a view towards bringing children back to less expensive local authority placements from expensive out of area placements. 

· The Directorate received notification of changes in child protection fees in March 2008 this was too late for inclusion in the budget. Previously the courts received payment direct from central government with local authorities paying a notional fee of approximately £100 per case. The changes to the court fees has introduced a scale of charges with a maximum charge of £4,500 per case. Central government have stated that the resources for these changes was transferred into RSG, however it is not possible to clearly identify this funding in Salford’s settlement. This budget is currently overspending by £0.094m and it is forecast  that the full-year impact will be approximately £0.161m.
2.6 Environment  
Green
The Environment Directorate is currently projecting an overspend of £24k. This shows a continued improvement from the last reported projection of £177k, mainly due to increased income, deferment of previously projected spend and greater clarity with regards to projected costs.  The budgetary position is continuing to be monitored closely.  
2.7 Corporate Issues

Red

Tender renewals for electricity and gas have shown substantial increases of 50% and 33% respectively against a budget provision for a 5% increase.  Directorates have been requested to absorb this cost increase within existing allocations.

Green


A recent decision in a court case has enabled the Council to reclaim VAT going back to 1973 in connection with excess car parking charges, cemeteries, libraries and shop income.  This has resulted in a windfall to the council of £0.244m which has been received along with statutory interest of £0.075m.  A further payment of £0.154m for interest is expected

Red

With the delay in the stock transfer from July to October there has been a reduction in the debt charges which can be charged to the HRA of £2.2m, this will adversely affect the revenue budget.
Directorates have been requested to curtail non-essential expenditure and review the need to fill vacancies that arise in order to mitigate the current overspendings.
3 Housing Revenue Account

Amber 
The forecast for HRA expenditure continues to be within the available resources after the planned use of HRA balances.  
4 Progress against agreed savings

4.1
Appendix 1 provides details of the approved savings included in the 2008-2009 revenue budget.

4.2
Based on the estimates to the end of November, there are £1.6m of savings to be made.  There will be an additional call on reserves if the savings are not achieved.   
5 Prudential Indicators

5.1 Key indicators are detailed in Appendix 2.  The capital financing requirement has not been exceeded so far this year.
6 Summary 
6.1 Significant budgetary pressures are outlined in this report, action plans to address this are being developed.  Expenditure which is not contained within budget by the year end will impact on reserves.
6.2 The 2008/09 budget depends on the successful implementation of a number of savings.  The savings will be monitored throughout the remainder of the year to ensure that they are fully achieved.  
7 Recommendation

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

John Spink

City Treasurer





Appendix 1a


Savings (Summary)

	 
	Target
	Achieved
	In progress
	Outstanding

	
	£000
	£000
	£000
	£000

	Chief Executive
	192
	192
	-
	-

	Children's Services
	751
	696
	55
	-

	Community Health and Social Care
	945
	638
	200
	107

	Customer and Support Services
	895
	821
	69
	5

	Environment
	347
	324
	23
	-

	Housing and Planning
	508
	508
	-
	-

	Procurement
	1,023
	360
	162
	501

	Corporate
	218
	218
	-
	-

	Capital Financing
	191
	-
	191
	-
	-

	External Efficiency Review
	2,450
	2,180
	249
	21

	Grand Total
	7,520
	5,937
	949
	634
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	SUMMARY OF SERVICE EFFICIENCIES AND INCOME PROPOSALS 2008/09
	Target
	Achieved
	In progress
	Outstand-ing

	Ref
	Proposal
	2008-09
	2008-09
	2008-09
	2008-09

	 
	  
	£000
	£000
	£000
	£000

	Chief Executive

 
	 
	 
	
	

	CE1
	Deletion of vacant trainee Economic Development Officer post
	28
	28
	-
	-

	CE2
	Review of directorate structure - deletion of vacant posts
	116
	116
	-
	-

	CE3
	Community Safety Unit - reduced printing and advertising costs via efficiencies
	3
	3
	-
	-

	CE4
	Overview and Scrutiny - staffing-reduction
	8
	8
	
	-

	CE5
	Policy and Improvement Teams - use of different media for BVPP, management of supplies
	15
	15
	-
	-

	CE6
	Regeneration Team - restructure of team  
	22
	22
	-
	-

	 
	 
	192
	192
	-
	-

	Children’s Services
	 
	
	
	

	 
	 
	 
	
	
	

	CS1 (inc)
	Reduction in Salford Skills Centre budget
	80
	53
	27
	-

	CS2
	Restructure of the Resources Team
	11
	7
	4
	-

	CS3 (inc)
	School SLA Income
	22
	15
	7
	-

	CS4
	Transfer of cost of Health Needs Coordinator for Looked After Children to PCT 
	32
	32
	-
	-

	CS5
	Cancellation of requirement to pay council tax on children’s homes 
	3
	3
	-
	-

	CS6
	Used to fund research projects to support operational practice in social work 
	5
	5
	-
	-

	CS7
	Reduced use of agency staff (achieved through redeployment of existing staff resource) 
	27
	18
	9
	-

	CS8
	Cease to use wake night staff at 262 Liverpool Road Children’s Home 
	24
	16
	8
	-

	CS9 (inc)
	MAPAS
	20
	20
	-
	-

	CS10 (inc)
	Barton Moss use of surpluses 
	500
	500
	-
	-

	CS11
	Children's Homes extension - reduction of outside placements
	27
	27
	-
	-

	 
	 
	751
	696
	55
	 


	
	SUMMARY OF SERVICE EFFICIENCIES AND INCOME PROPOSALS 2008/09
	Target
	Achieved
	In progress
	Outstand-ing

	Ref
	Proposal
	2008-09
	2008-09
	2008-09
	2008-09

	 
	  
	£000
	£000
	£000
	£000

	Community Health and Social Care
	 
	 
	 
	
	

	 
	 
	 
	 
	 
	

	CHSC1 (inc)
	Increase in contributions to residential care in line with benefit increases
	160
	160
	-
	-

	CHSC2 (inc)
	Review Staff support structures at Crompton House
	50
	-
	50
	-

	CHSC3 (inc)
	Charging policy income
	85
	85
	-
	-

	CHSC5
	Community Support – standardise rates and refocus service to re-enablement
	100
	-
	100
	-

	CHSC6 (inc)
	Apply to replacement for NRF to increase funding of Community Services Neighbourhood Mgt 
	300
	300
	-
	-

	CHSC7 (inc)
	Increase target for Independent Living Fund income to part meet cost of care packages
	50
	-
	50
	-

	CHSC8 (inc)
	Adjustment to charging policy for short stay accommodation
	43
	43
	-
	-

	CHSC9 (inc)
	Amendment to property disregard effective date for permanent residential accommodation
	50
	50
	-
	-

	CHSC10 (inc)
	PCT contribution re funding of alcohol detox placement beds for service users
	77
	-
	-
	77

	CHSC11
	SCL efficiencies
	30
	-
	-
	30

	 
	  
	945
	638
	200
	107


	
	SUMMARY OF SERVICE EFFICIENCIES AND INCOME PROPOSALS 2008/09
	Target
	Achieved
	In progress
	Outstand-ing

	Ref
	Proposal
	2008-09
	2008-09
	2008-09
	2008-09

	 
	  
	£000
	£000
	£000
	£000

	Customer and Support Services
	 
	 
	 
	
	

	CSS1
	Law and Admin – reduce staffing and increase productivity
	65
	31
	29
	5

	CSS2 (inc)
	Law and Admin – new/increased income in Registrars and Legal
	21
	21
	-
	-

	CSS3
	Human Resources – reduce staffing
	36
	31
	5
	-

	CSS4
	Customer Services – reduce staffing
	10
	10
	-
	-

	CSS5 (inc)
	Customer Services – increased benefit subsidy and overpayment income
	150
	150
	-
	-

	CSS6
	Finance – accounting adjustments for bad debts and insurance/risk management
	137
	137
	-
	-

	CSS7
	Finance – reduce staffing
	54
	54
	-
	-

	CSS8
	Finance – efficiencies in supplies and services expenditure
	76
	76
	-
	-

	CSS9
	Finance – energy savings from PCs
	20
	-
	20
	-

	CSS10 (inc)
	Finance – new charges/income for SAP, pensions and purchase card rebate
	48
	33
	15
	-

	CSS11
	ICT – reduce staffing
	132
	132
	-
	-

	CSS12
	ICT – reduce supplies and services
	126
	126
	-
	-

	CSS13 (inc)
	ICT – increased external income
	20
	20
	-
	-

	 
	 
	895
	821
	69
	5

	Environmental Services
	 
	
	
	
	

	ES1
	Enterprise Act Funds
	19
	19
	-
	-

	ES2
	Bulb Planting
	40
	40
	-
	-

	ES3
	Reconfiguration of the Skip Service
	43
	20
	23
	-

	ES4
	VMM Restructure Proposals
	19
	19
	-
	-

	ES5
	Subscriptions - reduce
	4
	4
	-
	-

	ES6
	Bereavement - reduce supplies budgets
	10
	10
	-
	-

	ES7
	Bereavement – Grounds Maintenance service configuration 
	42
	42
	-
	-

	ES8 (inc)
	Increase fees and charges by 5% 
	170
	170
	-
	-

	 
	  
	347
	324
	23
	-


	
	SUMMARY OF SERVICE EFFICIENCIES AND INCOME PROPOSALS 2008/09
	Target
	Achieved
	In progress
	Outstand-ing

	Ref
	Proposal
	2008-09
	2008-09
	2008-09
	2008-09

	 
	  
	£000
	£000
	£000
	£000

	Housing and Planning
	 
	 
	 
	
	

	HP1
	Salix regeneration services – 3% annual efficiencies
	57
	57
	-
	-

	HP2
	Highways depot overheads reduction 
	50
	50
	-
	-

	HP3 (inc)
	Increase car parking charges by 10%
	38
	38
	-
	-

	HP4 (inc)
	Increase recharges to capital
	50
	50
	-
	-

	HP6
	UV management fee
	310
	310
	-
	-

	HP8
	Membership and levy fees - NW Housing Forum Executive & Northern Housing Consortium
	3
	3
	-
	-

	
	
	508
	508
	-
	-

	
	
	
	
	
	

	Procurement
	 
	
	
	
	

	P1
	Print review
	30
	30
	
	-

	P2
	Consultancies
	50
	50
	
	-

	P3
	Multi-functional printers
	148
	148
	
	-

	P4
	CCTV
	13
	-
	-
	13

	P5
	Home to school transport
	49
	49
	
	-

	P6
	Taxi and private hire vehicles
	25
	25
	
	-

	P7
	Business travel and accommodation
	58
	58
	
	-

	P8
	Care provision
	500
	-
	125
	375

	P9
	Security
	150
	-
	37
	113

	 
	 
	1,023
	360
	162
	501

	
	
	
	
	
	

	Corporate
	
	
	
	
	

	Corp1
	Reduce VER provision
	168 
	168 
	-
	-

	Corp2
	Reduction in bad debts provision
	50 
	50 
	-
	-

	
	
	218
	218
	-
	-

	
	
	
	
	
	

	Capital Financing
	
	
	
	
	

	CF1
	MRP recalculation re new regulations
	191 
	-
	191
	-

	
	
	191
	-
	191
	-

	 
	 
	 
	
	
	

	External Efficiency Review (KPMG)

 
	 
	
	
	
	

	 
	Procurement quick wins
	881
	540
	49
	292

	 
	Managing third party relationships
	942
	0
	0
	942

	 
	Streamlining management
	0
	390
	50
	-440

	 
	Consolidating common functions
	184
	199
	50
	-65

	 
	Rationalising administration
	404
	153
	50
	201

	 
	Workforce management
	674
	670
	0
	4

	 
	Streamlining customer access
	293
	0
	50
	243

	
	Agile Working
	100
	 
	 
	100

	 
	
	3,478
	1,952
	249
	1,277

	Less :
	Reduction for double-counting of efficiencies already in budget plans
	-690
	 
	 
	-690

	Less :
	Procurement recurring staffing costs required to manage third party relationships
	-338
	 
	 
	-338

	 
	 
	2,450
	1,952
	249
	249

	
	Total
	7,520
	5,937
	949
	634


Appendix 2
Prudential Indicators

	a) Authorised Limit for External Debt, Forward Estimates
	2008/09
	2009/10
	2010/11

	
	£m
	£m
	£m

	Total Authorised Limit for

External Debt
	502
	537
	576

	Actual Gross External Debt as at 30th November
	394
	
	


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
	2008/09
	2009/10
	2010/11

	
	£m
	£m
	£m

	Total Operational

Boundary for External debt
	402
	437
	476

	Actual Gross External Debt as at 30th November
	394
	
	


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
	2008/09
	2009/10
	2010/11

	
	%
	%
	%

	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
	0.0
	13.1

	12 and within 24 months
	50
	0.0
	0.0

	24 months and within 5 years
	50
	0.0
	0.5

	5 years and within 10 years
	50
	0.0
	10.6

	10 years and above
	100
	40
	75.8

	
	
	
	

	Variable rate debt maturing in any one year (local indicator)
	30
	0.0
	0.0



Appendix 2 contd

Prudential Indicators contd
	e) Limits on Long-Term Investments
	2008/09
	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
	13
	13
	13


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 £354m and the net borrowing requirement £335m.  Details are set out in the table overleaf.  
Please note that on Friday, 14 November the council paid out salaries and back pay for 2008/09 but did not receive RSG grant until Monday, 17 November, temporary borrowing was required over the weekend.
Appendix 2 contd

Prudential Indicators contd

	Comparison of Net Borrowing and CFR 
	 
	 
	 

	Date
	Debt
	Temporary
	Net
	Capital
	Authorised
	Authorised
	CFR

	
	Outstanding
	Investments
	Borrowing
	Finance
	Limit
	Limit
	Head

	
	
	
	
	Requirement
	
	head room
	Room

	 
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	

	01/11/2008
	390,267
	49,970
	340,297
	354,361
	502,000
	161,703
	14,064

	02/11/2008
	390,267
	49,970
	340,297
	354,361
	502,000
	161,703
	14,064

	03/11/2008
	390,267
	55,070
	335,197
	354,361
	502,000
	166,803
	19,164

	04/11/2008
	390,267
	54,670
	335,597
	354,361
	502,000
	166,403
	18,764

	05/11/2008
	390,267
	62,070
	328,197
	354,361
	502,000
	173,803
	26,164

	06/11/2008
	390,267
	59,470
	330,797
	354,361
	502,000
	171,203
	23,564

	07/11/2008
	390,267
	59,170
	331,097
	354,361
	502,000
	170,903
	23,264

	08/11/2008
	390,267
	59,170
	331,097
	354,361
	502,000
	170,903
	23,264

	09/11/2008
	390,267
	59,170
	331,097
	354,361
	502,000
	170,903
	23,264

	10/11/2008
	390,267
	55,570
	334,697
	354,361
	502,000
	167,303
	19,664

	11/11/2008
	390,267
	54,770
	335,497
	354,361
	502,000
	166,503
	18,864

	12/11/2008
	390,267
	54,170
	336,097
	354,361
	502,000
	165,903
	18,264

	13/11/2008
	390,267
	54,070
	336,197
	354,361
	502,000
	165,803
	18,164

	14/11/2008
	403,867
	50,070
	353,797
	354,361
	502,000
	148,203
	564

	15/11/2008
	403,867
	50,070
	353,797
	354,361
	502,000
	148,203
	564

	16/11/2008
	403,867
	50,070
	353,797
	354,361
	502,000
	148,203
	564

	17/11/2008
	390,267
	54,370
	335,897
	354,361
	502,000
	166,103
	18,464

	18/11/2008
	390,267
	56,070
	334,197
	354,361
	502,000
	167,803
	20,164

	19/11/2008
	390,267
	57,370
	332,897
	354,361
	502,000
	169,103
	21,464

	20/11/2008
	390,267
	58,370
	331,897
	354,361
	502,000
	170,103
	22,464

	21/11/2008
	390,267
	57,870
	332,397
	354,361
	502,000
	169,603
	21,964

	22/11/2008
	390,267
	57,870
	332,397
	354,361
	502,000
	169,603
	21,964

	23/11/2008
	390,267
	57,870
	332,397
	354,361
	502,000
	169,603
	21,964

	24/11/2008
	394,567
	58,370
	336,197
	354,361
	502,000
	165,803
	18,164

	25/11/2008
	393,967
	57,370
	336,597
	354,361
	502,000
	165,403
	17,764

	26/11/2008
	394,367
	58,370
	335,997
	354,361
	502,000
	166,003
	18,364

	27/11/2008
	394,467
	58,370
	336,097
	354,361
	502,000
	165,903
	18,264

	28/11/2008
	393,867
	58,735
	335,132
	354,361
	502,000
	166,868
	19,229

	29/11/2008
	393,867
	58,735
	335,132
	354,361
	502,000
	166,868
	19,229

	30/11/2008
	393,867
	58,735
	335,132
	354,361
	502,000
	166,868
	19,229
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