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REPORT OF THE DIRECTOR OF CORPORATE SERVICES


TO THE BUDGET COMMITTEE ON WEDNESDAY, 3rd MARCH 2004


TITLE:  REVENUE BUDGET 2003/04: BUDGET MONITORING


RECOMMENDATIONS: Members are asked to note the current position on the revenue budget and to continue to remind all directors of the need to ensure that net expenditure is kept within the agreed approximate.


EXECUTIVE SUMMARY:

The report indicates that the revenue budget should achieve the level of the approximate.


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


CONTACT OFFICERS: 

Chris Hesketh Tel.  793 2668 chris.hesketh@salford.gov.uk
Colin Kay Tel.   793 3245 colin.kay@salford.gov.uk

ASSESSMENT OF RISK: Key budgetary control risks were identified in reports to this committee in June and September 2003. 


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 Corporate Services.


WARD(S) TO WHICH REPORT RELATE(S):      None specifically


KEY COUNCIL POLICIES: 2003/04 & 2004/05 Revenue Budgets


REPORT DETAIL

1 INTRODUCTION 

1.1 At the meeting of the City Council on the 18th February 2004 when the revenue budget for 2004-2005 was approved the approximate outturn for 2003-2004 was agreed at £268.886m the amount of the original budget. It is anticipated that an additional £0.5m underspend may result at year-end which would give a total contribution to reserves in the year of £1.5m. This will allow the planned level of reserves to be achieved.

1.2 The CPA assessment of financial health now provides for the use of a financial risk management process to justify the level of reserves as an alternative to a set percentage target.

1.3 Consequently a risk-based approach has been adopted to ascertain what would be a minimum level of reserves for the City Council in 2004-2005. The assessment indicates that the minimum level of reserves during the forthcoming financial year should be in the region of £7m and that no further contribution to general reserves would be required.    

1.4 Members at the last meeting of this committee agreed to remind all directors of the need to continue to exercise close monitoring to ensure budget allocations are not exceeded. Once again, this report is based on directorate' latest budgetary control reports incorporating all savings, and the trading statements for the DLO/DSOs.

1.5 Once again, as part of the budget risks exercise, individual directorates have been asked to include within their regular monthly monitoring reports :-

· Details of any new risks

· Those risks still continuing and

· A statement of what is being done to minimise any such risks focusing in particular on those most likely to occur.

2    BUDGETARY CONTROL REPORTS

2.1 The Director of Education and Leisure is preparing a separate report to today's meeting on the shortfall of approximately £200,000 income on the Consortium budget. This item was previously highlighted as a new risk to this committee in January 2004.

2.2 All of the directorates are anticipating that they will be able to contain net expenditure within the approved approximate.

3       HOUSING REVENUE ACCOUNT

3.1    It is still anticipated that the account balance will meet its budgeted level by the end of the year. 

4       DIRECT LABOUR and DIRECT SERVICE ORGANISATIONS

4.1   Details of the trading positions of the various DLOs/DSOs are indicated in the table       below (Note: the figures in brackets denote a favourable position):-

	DLO / DSO
	AS AT
	BUDGET
	ACTUAL
	VARIANCE

	
	
	£
	£
	£

	School and Welfare Catering
	02/01/04
	(115,685)
	(187,984)
	(72,299)

	Building Cleaning
	02/01/04
	(47,660)
	2,410
	50,070

	City Leisure
	30/09/03
	(20,358)
	(6,589)
	13,769

	Commercial Catering
	31/01/04
	(7,957)
	(37,349)
	(29,392)

	Highway Services
	31/01/04
	0
	19,000
	19,000

	VMM
	31/01/04
	(131,558)
	37,031
	168,589

	Grounds Maintenance
	31/01/04
	0
	234,187
	234,187

	Street Cleansing
	31/01/04
	(18,598)
	45,635
	64,233

	Refuse Collection
	31/01/04
	(35,724)
	(106,843)
	(71,119)

	
	
	
	
	

	Total
	
	(377,540)
	(502)
	377,038

	
	
	
	
	


4.2     Education and Leisure DSOs

The School and Welfare Catering and Commercial Catering DSOs are continuing to show favourable positions.

The position on the Building Cleaning DSO has improved slightly from what was reported last month and it is still anticipated that the situation will improve and close monitoring will continue until year-end.

The City Leisure DSO is still showing the same final trading surplus but as previously reported this final figure may still be subject to some year-end residual accounting issues.     

4.3     Environmental Services DSOs 

The Refuse Collection DSO continues to show a favourable position and is on course to more than achieve the annual target. 

The Street Cleansing DSO is currently showing an unfavourable position, however, it would appear an element of income has been miscoded to the Refuse Collection DSO which should clear the current deficit. As the exact amount was unclear at the time of preparation of this report, the table at 4.1 represents the unadjusted position. It is anticipated that the service will break-even at year-end. 

The Grounds Maintenance DSO is still showing a large adverse position, however, the forecast to the year-end indicates that there will be sufficient income to ensure that the situation will be recovered by the end of the year and a small profit achieved.



The VMM DSO deficit has been reducing as the backlog of work becomes up to date and although the current trading position is significantly adverse to the budgeted trading position it is anticipated that the outturn will show a small surplus on trading although adverse to budget. This is a similar situation to the outturn position last year.

4.4     Highways Services DSO

A small deficit is currently being shown but providing the increased activity levels experienced in January continue into the final two months of the year the service should not be too far away from achieving a break-even position at year-end. 

5        BUDGET RISKS

5.1    None of the directorates have identified any new risks at this stage in the financial

         year and all risks previously established continue to be monitored very closely.

6        PROGRESS ON AGREED SAVINGS

6.1
As reported last month the achievement of savings is now included in the overall net expenditure position for each directorate and the detailed appendix of outstanding savings has been discontinued. 

7
SUMMARY

7.1 The approximate outturn for 2003/04 includes for a possible additional £0.5m

contribution to balances.



7.2  As emphasised in last month's report this position continues to assume there will still be a contribution of £0.5m from DSO surpluses to support the revenue budget. Current indications at this particular stage of the financial year are that the achievement of this amount is highly unlikely.

7.3 Close scrutiny must continue for the remainder of the year to ensure that any new budget issues and areas of risk allow for any possible remedial action to be taken.

8
RECOMMENDATIONS

8.1
Members are asked to note the current position on the revenue budget and to continue to remind all directors of the need to ensure that net expenditure is kept within the agreed approximate.

Alan Westwood

Director of Corporate Services
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