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REPORT OF THE DIRECTOR OF CORPORATE SERVICES



TO THE BUDGET SCRUTINY COMMITTEE


ON WEDNESDAY, 31ST MARCH, 2004 


TITLE :
SCHEME FOR THE CARRY FORWARD OF BALANCES

RECOMMENDATIONS :

That the Committee recommends to Cabinet that the proposed scheme for the carry forward of balances (inclusive of the amendments proposed by Directors Team and Resource Planning Group) be approved to operate from the 2003/04 revenue outturn (and 2005/06 in the case of DSOs).


EXECUTIVE SUMMARY :

This report proposes the reintroduction of the scheme (which has been suspended since 1999/2000) for the carry forward of under or overspent balances on directorate revenue budgets, with certain modifications, with effect from the 2003/04 revenue outturn.


BACKGROUND DOCUMENTS :
None

(Available for public inspection)


ASSESSMENT OF RISK :


The risk to sound financial management has been considered in the preparation of this report and is considered low.

	


SOURCE OF FUNDING :
Revenue Budget

	


LEGAL ADVICE OBTAINED :
Not considered applicable 

	


FINANCIAL ADVICE OBTAINED :
This report has been prepared by the Head of Finance

	


CONTACT OFFICER :   John Spink
   Tel No : 793 3230
E-mail : john.spink@salford.gov.uk


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


KEY COUNCIL POLICIES :

Budget Strategy


REPORT DETAILS

1. INTRODUCTION

1.1. A scheme of permitting directorates to carry forward underspent or overspent balances on their revenue budget to the following year was introduced in 1996/97, but had to be suspended in 1999/2000 when the City Council experienced serious financial difficulties. It has never been reintroduced since then.

1.2. Since then, the carry forward of balances has been restricted to specific circumstances, eg :-

· For Community Committees, within certain parameters ;

· In individual circumstances affecting a directorate where planned expenditure has been delayed beyond the end of the financial year.

1.3. It is proposed that, now that the position has been reached with the revenue budget where reserves and provisions can be said to have been restored to a healthy level, consideration again be given to introducing the scheme of carrying forward balances.

1.4. A scheme of carrying forward balances would need to satisfy the following principles :-

· The ability to build up reserves is not forfeited ;

· Directorates have an incentive to underspend, or equally to avoid overspending, ie they can retain the major share of an underspend or are not forced into panic measures to avoid an overspend ;

· Directorates have more freedom and flexibility in the planning and management of their budgets and so avoid, for example, any late rush to spend towards year end to ensure they fully utilise their budget and avoid an underspend being "clawed back" ;

· Financial discipline and rigour is retained ;

· Longer term revenue planning is encouraged.

1.5. The Lead Member for Corporate Services has agreed the proposal in principle and it has also been the subject of consultation with Directors Team and the Resource Planning Group, who both support the proposal.

2. DETAILS

2.1. The proposed details of the operation of the scheme would be as follows :-

2.2. Underspendings

· Any underspend at outturn by a directorate would be shared 25% contribution to reserves, 75% to be retained by the directorate for carrying forward, subject to the following proviso ;

· The 75% share of the underspend to be retained by a directorate for carrying forward would be cash limited to £250,000 or 2% of gross expenditure, whichever is the lesser (NB. Directors Team has suggested that in the cases of the Education and Leisure and the Community and Social Services directorates the cash limited figure is to be £500,000 in view of the size of their budgets) ;

· Balances held at the maximum for two consecutive years will be the subject of a report from the Director to their Lead Member and the Lead Member for Corporate Services outlining the reasons and the proposals for the utilisation of its balances ;

2.3. Overspendings

· Any overspend at outturn by a directorate will be expected to be made good from the following year's revenue budget for that directorate ;

· If it is not possible for an overspending to be made good in the following year, the Director should report to their Lead Member and to the Lead Member for Corporate Services explaining the reasons why this cannot be achieved and outlining how it can be made good over a longer period, but not exceeding the following year plus the next two succeeding years ; 

2.4. Late Adjustments

· Any late audit adjustments and any other late changes to accounting practice or Council policy must be accommodated within these arrangements ;

2.5. Exclusions

· All budget heads will, in principle, be subject to the operation of this scheme except where the exclusion of a particular budget head is considered appropriate by both the service Director and the Director of Corporate Services.

2.6. Budget Scrutiny Committee

· Budget Scrutiny Committee may call for reports from Directors/Lead Members on the circumstances of any under or overspending, or to review the operation of the scheme generally, and may make recommendations to the Lead Member for Corporate Services or Cabinet, as appropriate, with regard to any action it considers necessary within the context of this scheme.
2.7. Implementation 

· This scheme will come into operation with effect from the 2003/04 revenue outturn.

2.8. DSOs

· The Resource Planning Group suggested that the scheme be extended to DSO surpluses/deficits from 2005/06, when there will no longer be any planned use of DSO surpluses to support the revenue budget.
3. RECOMMENDATION
3.1. That the Committee recommends to Cabinet that the proposed scheme for the carry forward of balances (inclusive of the amendments proposed by Directors Team and Resource Planning Group) be approved to operate from the 2003/04 revenue outturn (and 2005/06 in the case of DSOs).

ALAN WESTWOOD

Director of Corporate Services
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