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REPORT OF THE LEAD MEMBER FOR CORPORATE SERVICES

TO THE CABINET ON 9TH JANUARY, 2001

Subject :
2001/02 REVENUE BUDGET - PROGRESS REPORT
RECOMMENDATIONS :


Members are requested to consider :-

· The options for savings proposed by each directorate ;

· The strategy outlined in paragraphs 4.6 to 4.10 above and whether the options are acceptable as a means of reducing the spending gap ;

· Whether any growth bids should be considered as priority for the redistribution of resources.

EXECUTIVE SUMMARY :

This report identifies the progress made with the preparation of the 2001/02 revenue budget, including the impact of certain changes to the provisional RSG settlement announced by the DETR, budget submissions received from directorates and proposals for savings to keep to a budget target which would keep within a 5% Council Tax rise.

BACKGROUND DOCUMENTS :

1. Budget submissions from directorates and various working papers within the Finance Division

2. DETR letter 15th December, 2000 entitled "Local Government Finance Settlement 2001/02"

CONTACT OFFICER :
John Spink



TEL NO :
793 3230

WARD(S) TO WHICH REPORT RELATES :
None directly, but potentially all affected

KEY COUNCIL POLICIES :

Budget Strategy

DETAILS : Continued overleaf

REPORT DETAILS

1. INTRODUCTION

1.1. Members will recall that reports have been presented to Cabinet over recent weeks, which set out the effects of the provisional RSG settlement upon the 2001/02 revenue budget.

1.2. Directorate budget submissions have now been received, further information is available about lead district charges and capital allocations have been announced, all of which enable a more accurate assessment to be made of the budget position for 2001/02, even though some issues still remain to be resolved.

1.3. At the meeting of Cabinet on 19th December members also requested options from directors for savings of £2m excluding schools.

1.4. There has also been some revisions to the provisional RSG settlement released by the DETR on 15th December.

1.5. This report therefore presents an update of the developing picture with the 2001/02 revenue budget in the light of more up-to-date information, as mentioned above, and proposals for savings from directors.

2. 2000/01 APPROXIMATE OUTTURN 

2.1. Members will recall that a budget of £234.1m was set for 2000/01 which required a contribution to reserves of £2m to restore the level of reserves, on the assumption that reserves would be zero at 31st March, 2000 and £2m by 31st March, 2001. The budget also required savings of £8m to be delivered.

2.2. The final outturn report for 1999/2000 identified that, due to the technicalities of the Section 40(6) direction received from the Secretary of State, which required some capitalisations planned for 2000/01 to be substituted by capitalisations in 1999/2000, the level of available reserves at 31st March, 2000 were actually £3.756m and that there would be a net contribution from reserves in 2000/01 of £1.756m, leaving reserves at 31st March, 2001 at the planned level of £2m.

2.3. Submissions from directorates indicate that the budgeted expenditure of £234.1m will be achieved at outturn, with a contribution from reserves of £2.2m, an increase of £0.444m, leaving expected reserves at 31st March, 2001 of £1.556m.

2.4. The main variations between base budget and approximate outturn are shown in Appendix 1.

2.5. Virtually all the main variations reflect the spending pressure points in directorates' budgets and have been matters raised in budget monitoring reports to Budget Committee during the year, the main exception being the provision for the superannuation increase not drawn upon. The need not to call on this provision has been due to all services, except schools to whom the provision was allocated at the start of the year as part of their delegated budgets, having controlled salaries and wages expenditure, including a 1.4% superannuation increase, within the base budgets they were allocated for staffing which excluded this provision, it being held centrally pending distribution as needed. This cost has therefore effectively been absorbed by directorates.

2.6. Cabinet at its meeting on 12th December endorsed a recommendation of Budget Committee to request all directors to contain non-essential expenditure for the remainder of the year and to ask the Directors of Education and Leisure, Housing Services, Development Services and Community and Social Services to contain expenditure within their allocations.

2.7. The information received regarding the main variations effectively pre-dates this decision, and is likely to be a worst case scenario. If all directors are able to control expenditure as requested, then the level of contribution from reserves will reduce and the corresponding level of reserves held at 31st March, 2001 increase accordingly, nearer to the level planned when the 2000/01 budget was set.

3. 2001/02 PROVISIONAL RSG SETTLEMENT

3.1. On 15th December, the DETR released some amendments to the original settlement information announced towards the end of November. The changes arose as a consequence of :-

· A decision of the Department of Health to defer the implementation of the Care Leavers Grant to 1st October, 2001 from the originally planned implementation date of 1st April, 2001, with a consequent half-year reversal of the transfer from SSA to specific grant ;

· The usual updating for variations to the Council Tax base as submitted on returns by all local authorities and to the Capital Financing SSA as a result of actual credit approvals granted for 2001/02 instead of the previous estimates.

3.2. The impact of the changes are :-











· Salford’s SSA increases from £220.213m to £220.602m, a net increase of £0.389m ;

· Salford's RSG entitlement is also increased by £0.637m from £116.973m to £117.610m through the operation of the grant floor ;









· Salford's budget target at a 5% Council Tax rise increases from £239.5m to £240.3m, an increase of £0.8m.

3.3. Further details are given in Appendix 2.

4. 2001/02 REVENUE BUDGET

4.1. As a result of the RSG change affecting the Care Leavers Grant and submissions from directorates, the latest projection of a standstill budget is £244.1m. Details of how the standstill budget has been determined are shown in Appendix 3.
4.2. Cabinet at its meeting on 19th December requested directors to submit options for savings of £2m, excluding schools.

4.3. Pro-forma documents for each savings option from each directorate are enclosed at Appendix 4.

4.4. Members views are requested on which proposals are considered to be acceptable, but there would appear to be in the region of £1.6m of savings which could be acceptable to members.

4.5. If it is assumed for the purposes of this report that members confirm this level of acceptable savings, then the projected spending requirement reduces to £242.5m. Any variation from this assumption will clearly alter this figure.

4.6. It would be possible to further reduce the spending requirement by the following measures :-

· Employers Superannuation Increase 2000/01




-£0.8m
If the approach taken in 2000/01 is continued for 2001/02, then the provision would not be required. It may be argued that if directorates have sustained services at staffing levels which have absorbed this expenditure in 2000/01 then they could be expected to continue with this approach in 2001/02. There could, however, be a risk that pressures grow upon certain services the longer this approach is sustained.

· Education SSA Passporting






-£1.3m

The budget projection for Education provides for a year on year increase of approximately £3.8m. The increase in SSA for Education for 2001/02 is £2.5m. The approach could be taken to limit the budget increase for Education to the SSA increase. (However, please note comments at paragraph 4.8 below)

4.7. If these measures are accepted, the spending requirement would reduce further to £240.4m, which is very close to a budget at a 5% Council Tax increase of £240.3m.
4.8. However, there are two potential areas where additional expenditure is required to meet increasing demands upon services :-

· Education - matching funding required for Standards Fund Grant

£1.0m

· Social Services - projected increase in funding for additional children taken
           into care









£1.0m

4.9. If these additional requirements are accepted, they would increase the spending requirement to £242.4m, ie £2.1m above the budget target.

4.10. It is recommended that a review is undertaken over the next few weeks to identify how the spending requirement can be reduced to the budget target by a combination of :-

· Further scope for capitalisation ;

· Use of other external funding, eg the Neighbourhood Renewal Fund ;

· Further service reviews.

4.11. Growth bids received from directorates are contained at Appendix 5.

5. RECOMMENDATIONS

5.1. Members are requested to consider :-

· The options for savings proposed by each directorate ;

· The strategy outlined in paragraphs 4.6 to 4.10 above and whether the options are acceptable as a means of reducing the spending gap ;

· Whether any growth bids should be considered as priority for the redistribution of resources.

COUNCILLOR D ANTROBUS

Lead Member for Corporate Services

Appendix 1

2000/01 APPROXIMATE OUTTURN

Major Variations from Base Budget

£m

Arts and Leisure

Sporting/Other Income shortfall and non-achievement of savings


0.238

Education

Home to School Transport – increased demand




0.160

Chief Executive

Community Safety - delay in employees taking up posts


           (0.050)

Community and Social Services

Children in care - increased demand






0.206

Housing General Fund

Homelessness – shortfall in rent income at Belmont and Petrie Court

0.036

Development Services

Loss of commercial rent income from asset disposals



0.140

Increased activity on planning fees





           (0.050)

General

Capital Financing - repayments on additional borrowing approvals


0.143

Backdated NNDR refunds on appeals against 1995 RVs on Council property        (0.373)

Pay Awards – net increase in cost






0.280

Non-implementation of staff car parking savings proposal



0.200

Shortfall in Single Status savings






0.341

Provision not drawn upon for employers superannuation increase of 1.4%
           (0.827)












-------












           (0.444)













-------

Appendix 2

IMPACT OF CHANGES TO 2001/02 PROVISIONAL RSG SETTLEMENT

CHANGES TO SSA

Original
Revised
Change

Reason




    £m

    £m

    £m


Education

100.918
100.918
     --


Social Services
  52.746
  53.402
+ 0.656      Deferral Care Leavers Grant

Highways

    9.759
    9.759
     --

EPCS


  42.403
  42.397
-  0.006
Taxbase reduction

Capital Financing
  14.387
  14.126
-  0.261
Reduced credit approval




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




220.213
220.602
+ 0.389




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

EFFECT UPON RSG and OTHER DATA

Original
Revised
Change
    £m

    £m

    £m

Guideline budget for

CTBSL scheme
230.213
230.964
+  0.703




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

SSA


220.213
220.602
+  0.389

Less : 
CTSS

( 43.134)
( 43.005)
+  0.129


NNDR

( 61.090)
( 61.111)
-   0.021




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

RSG


115.989
116.486
+  0.497


However, due to the operation of the floors and ceilings scheme, RSG is increased to :


RSG


116.973
117.610
+  0.637


Thus, Salford’s improvement in RSG at the floor of a 3.2% grant increase is :




    0.984
    1.124
+  0.140

EFFECT UPON SALFORD'S BUDGET 

Salford’s budget position, assuming a guideline Council Tax increase of 5%, changes as follows :-

Original
Revised
Change
    £m

    £m

    £m

RSG
116.973
117.610
+  0.637


NNDR


  61.090 
  61.111
+  0.021


Council Tax at +5%
  62.295
  62.437
+  0.142






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





240.358
241.158
+  0.800


Less :


Collection Fund deficit  (0.500)
   (0.500)
      --


CTBS Loss

   (0.358)
   (0.358)
      --





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







239.500
240.300
+ 0.800

Appendix 3

FORMULATION OF 2001/02 STANDSTILL BUDGET PROJECTION












£m

2000/01 Base Budget








234.1

Adjustments to uplift to 2001/02 :

· Increase contribution to reserves





    0.5

· Increased effect of 2000/01 Savings Plan




   (4.4)

· Decapitalisation of revenue






    6.3

· Pay Inflation (Teachers @ 3.5%, Others @ 3%)



    5.1

· Price Inflation (0% General, 2.5% External, 5% Levies)


    3.0

· Increments








    1.4

· Capital Financing costs






    1.5

· Asset Disposals – rent loss






    1.5

· Watersports Centre – running costs





    0.1

· Annual maintenance of new capital schemes




    0.1

· Employers superannuation increase





    1.3












-------

Reported to Cabinet, 6th June 2000 





250.5

Function Changes/New Grants arising from provisional RSG settlement :

· Probation








   (0.577)

· Adult Education







   (0.134)

· Children leaving care







   (0.220)

· Early Years Inspection






   (0.225)

· Guardian Ad Litem







   (0.210)

· Early Years Nursery Grant






    0.240

· Nursery Teacher ratio







    0.040












-----------

Reported to Cabinet 5th December, 2000 





249.4

Adjustment following clarification of grant arrangements :

· Care Leavers Grant







   (0.9)

Acceptable Savings :

· Lledr Hall – reduce subsidy






   (0.030)

· School Cleaning – transfer to schools





   (0.050)

· Refuse Collection – 4 day week, zoned collection



   (0.150)

· Dog Warden Service – tender






   (0.005)

· Corporate Services – accelerate savings from customer services/ financial

support/energy conservation






   (0.250)

· Development Services – rationalise office accommodation


   (0.100)

· Contribution to Balances – maintain at same level as 2000/01

   (0.500)


· Capitalisation – continue to capitalise certain expenditure


   (3.000)

· Income – new/increased charges/advertising cost saving


   (0.300)

· Debt rescheduling







   (1.000)

· Buy-out mainframe open hire agreement (subject to availability of capital)
   (0.870)












-----------

Reported to Cabinet 12th December, 2000 





242.250

Adjustment for deferment of implementation of Care Leavers grant


    0.550

Adjustment for commitment to new mechanical sweepers



    0.144












-----------

Current Forecast of Standstill Budget before directorate submissions

242.944

Additional requirements from 2000/01 budget pressures :

Arts and Leisure

· Shortfall in sporting/other income; delayed achievement of savings
0.305

· Leisure Trust - delayed achievement of saving


0.405

· Tourist Information Centre – self-financing shortfall


0.055












    0.765

Education

· Home to School Transport – increased demand



    0.160

Housing General Fund

· Homelessness – shortfall in rent income




    0.036

Development Services

· Commercial Rents – additional loss from asset disposals/income shortfall       0.328

General

· Pay Awards - net increase in cost




0.200

· Staff Car Parking – non-implementation of charges


0.200
    0.400

----------



244.633

Capital Financing

· Adjustment due to lower borrowing approvals than expected

   (0.500)

----------


Current Forecast of Standstill Budget after directorate submissions

244.133












----------

