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Report of the Head of Finance

To Budget Scrutiny Committee on Wednesday 4 July 2007

Subject: 2006/07 Outturn 
Recommendations 

Members are invited to consider and comment on the contents of the report.  
Executive summary

The report provides details of the 2006/07 outturn and level of general fund reserves.  It also details the outturn position on community committees.

Background documents 

2006/07 Budget monitoring Report;

Statement of Accounts 2006/07;

Various working papers and reports, available for public inspection.

Contact officer   

Chris Hesketh, chris.hesketh@salford.gov.uk, 793 2668 

Geoff Topping, geoff.topping@salford.gov.uk, 793 3240   

Assessment of risk: low  

There is a risk during the year that revenue expenditure will exceed the budget allowance resulting in virements or an unforeseen call on reserves. There is also the risk of directorates underspending, which could indicate an inefficient allocation of scarce financial resources that might have been better committed elsewhere.  Directorates exercise budgetary control measures throughout the financial year in order to detect variations as soon as possible, take corrective action where necessary, and so minimise any risk of exceeding budgets. 

The risk of uncovering further unforeseen calls on the 2006/07 budget is now negligible.  General reserves should be sufficient to cover any liabilities that do arise.

Source of funding

Revenue Budget; Capital Programme.

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           

Budget Strategy; Medium Term Financial Strategy.

Report detail

1.
Introduction 

1.1 The continuing cycle of budget setting and monitoring, outturn estimation and final accounts is the basis of good financial planning and management.  The processes give an early indication of the results for the year, and help to establish any areas which need to be investigated for the next year’s budget or for projections in the Medium Term Financial Strategy.
1.2 Estimates of the outturn for 2006/07 have been considered at previous meetings of this committee.  The projected outturn for 2006/07 was reported in the February Budget Monitoring report, and a report on the revised provisional outturn was presented at the June meeting.   In addition, the statement of accounts for 2006/07 was presented to Accounts Committee for approval on 29 June 2007.

1.3 This report presents the final outturn position for 2006/07, as reflected in the statement of accounts.  In particular, it comments on developments since the June provisional outturn and highlights the final reserve position.  It also reports on Community Committees’ final expenditure and balances.

2. Outturn position

2.1 Members will recall the following tables from the June meeting, recording the movement in the estimated outturn against the revised budget, culminating in the “provisional outturn”.

Table a In aggregate, directorates underspent against revised budget
	Directorate
	Projected 

outturn
	Additional Variations
	Provisional

outturn

	 
	£000s
	£000s
	£000s

	Community, Health & Social Care
	(175)
	(191)
	(366)

	Children's Services
	1,040
	(91)
	949

	Housing & Planning
	400
	0
	400

	Environmental Services
	100
	(363)
	(263)

	Chief Executive's
	(100)
	(35) 
	(135)

	Customer & Support Services
	0
	(662)
	(662)

	
	
	
	

	Total Directorates
	1,265
	(1,342)
	(77)


Table b In aggregate, DSOs made a surplus above Revised Budget

	DSOs
	Estimated outturn
	Additional Variations
	Provisional

Outturn

	 
	£000s
	£000s
	£000s

	 
	
	 
	

	Refuse Collection
	525 
	(258)
	267

	Commercial Catering
	(25)
	(34)
	(59)

	Building Cleaning
	(32)
	(20)
	(52)

	Grounds Maintenance
	(34)
	(76)
	(110)

	School & Welfare Catering
	(41)
	(59)
	(100)

	Street Cleansing
	(64)
	7
	(57)

	VMM
	(82)
	(35)
	(117)

	 
	
	
	

	Total DSOs
	247 
	(475)
	(228)


Final position

2.2  With the exception of Environmental Services, directorate final outturn positions are not significantly different to the provisional outturn and are shown in Annex B.  The variation on Environmental Services relates to unbudgeted receipt of Waste Performance & Efficiency Grant and SLA income from DSOs.

2.3 The DSO trading performance has proven to be better than projected, with a further surplus of £225,000 above the provisional outturn.

3. Community committees

3.1 At the last meeting of this committee, members requested information on the outturn position of community committees.  

3.2 Overall, community committees spent £391,000 against a budget of £842,000.  There are accumulated surpluses of £451,000, against which there are commitments of £84,000.  Annex A gives details for each committee.

4. Reserve position

4.1 The original budget for 2006/07 provided for the use of £2m of reserves and forecast a general fund reserve of £7.2m by 31 March 2007.

4.2 Fortunately, late developments in the financial year meant that not only has the call on reserves not been necessary, but the Council has been able to make additional contributions.  General fund reserves stood at £12.5m as at 31 March 2007.   A proportion of this is, however, “earmarked” under the scheme for the carry-forward of directorate underspends, see Annex B, and for meeting the cost of equal pay claims in 2007/08.
Table c The balance of general fund reserves is better than predicted

	
	£millions

	Budgeted level of reserves
	7.2

	Net movements reported up to projected outturn
	(0.4)

	Recent developments:
	

	a) Drawn from insurance fund
	2.7

	b) Chapel Wharf dividend
	0.9

	c) Reduction in equal pay settlements
	1.3

	d) Creation of new investment reserve
	(1.0)

	e) Moratorium savings and other efficiencies; improved DSO performance
	1.0

	f) Miscellaneous
	0.8

	Outturn level of reserves
	12.5


4.3 The movement of the budget and of the budgeted contribution to reserves is reported in the Foreword to the statement of accounts, reproduced in Annex C.  The main recent developments are explained below.

a) In response to an insurance actuary’s annual report at the end of the financial year, it was evident that the insurance fund was over-provided and it was deemed in order to reduce the insurance fund reserve.  This part of the insurance fund provides a contingency against claims not yet received, there is also an insurance provision made against claims received.
b) Chapel Wharf Ltd sold the bulk of its property in February, in preparation to its winding up, and distributed the proceeds as a dividend.  The Council received its share of £861,000 in March. 
c) Equal pay settlements up to 31 March 2007 were lower than budgeted.   It is important to note that this is a timing difference only and this sum will be required to meet settlements in 2007/08.
d) An investment reserve has been set up to bridge the funding gap between investment in a savings project and the return on that project.  
5.     Conclusions  

5.1  The budget monitoring and control exercise for 2006/07 has been successful in highlighting variations against the budget and allowing appropriate corrective action to be taken.  Projected over and underspends have been reported to this committee throughout the year.
5.2 Developments late in the financial year allowed for the retention of general reserves in excess of the level planned for in the budget and medium term financial strategy.

6.   Recommendations

6.1  Members are invited to consider and comment on the contents of the report.

John Spink

Head of Finance

Annex A

Community committees

	
	Budget
	Spend
	Accumulated balance
	Commitments

	
	£000
	£000
	£000
	£000

	East Salford
	141 
	78 
	63 
	3 

	Claremont/Weaste
	67 
	60 
	7 
	2 

	Eccles
	141 
	75 
	66 
	16 

	Irlam & Cadishead
	69 
	37 
	32 
	22 

	Little Hulton
	105 
	72 
	33 
	1 

	Ordsall
	62 
	56 
	6 
	1 

	Swinton
	157 
	103 
	54 
	6 

	Worsley & Boothstown
	100 
	25 
	75 
	33 

	Communities for health grant etc
	0
	(115)
	115
	115

	
	842 
	391 
	451 
	199 


Annex B

Carry forward of underspent balances 2006/07

	Service
	Underspend c/fwd limt
	Variation at projected outturn
	Additional variations
	Total (Underspend) / Overspend at outturn
	To be retained in Reserves (25%)
	Net carry forward

	
	£000
	£000
	£000
	£000
	£000
	£000

	Chief Executive
	250 
	(100)
	(35)
	(135)
	34 
	(101)

	Childrens Services
	500 
	1,040 
	(97)
	943 
	0 
	0

	Comm Health & Social Care
	500 
	(350)
	(181)
	(531)
	0 
	(531)

	Customer & Support Services
	250 
	0 
	(120)
	(120)
	30 
	(90)

	Environmental Services
	250 
	100 
	(354)
	(254)
	64 
	(190)

	Housing & Planning
	250 
	400 
	16
	416 
	0 
	0

	Precepts and Charges
	n/a
	100 
	(60)
	40 
	0 
	0

	Community Committees
	n/a
	0 
	(451)
	(451)
	0 
	(451)

	Total
	2,000 
	1,190 
	(1,282)
	(92) 
	128 
	(1,363)


Note

The Community Health & Social Care variation at projected outturn excludes a £175,000 overspend relating to the Triathlon.
Annex C


Extract from statement of accounts 2006/07: movement in overall budget 

	
	Services
	Reserves
	Budget

	
	£000s
	£000s
	£000s



	Original Budget 2006/07
	191,719 
	(2,529)
	189,190 

	
	
	
	

	
Increased cost associated with the placement of Salford children in care establishments based outside Salford
	860 
	
	

	
Increased costs of home to school transport
	450 
	
	

	
Increased costs associated with nursing and residential care
	1,070 
	
	

	
Capital financing debt rescheduling savings resulting in reduced cost of borrowing and increased interest on investments
	(1,636)
	
	

	
Increased costs of the disposal of trade waste
	222 
	
	

	
Levies and charges additional costs of one off initiatives
	100 
	
	

	
Efficiency savings including management of staffing vacancies and use of excess provisions and reserves
	(868)
	
	

	
Cost of settlements of equal pay claims
	1,919 
	
	

	
Use of excess provisions relating to insurance and repayment of grant 
	(1,500)
	
	

	
Other minor variations
	(199)
	
	

	
	418 
	(418)
	- 

	
	
	
	

	Revised estimate 2006/07
	192,137 
	(2,947)
	189,190 

	
	
	
	

	Net cost of services
	
	
	

	
Reduction in actual cost of equal pay claims settled in 2006/07
	(1,343)
	
	

	
Excess in Insurance Fund provision credited to services
	(1,488)
	
	

	
Savings from the moratorium on non essential expenditure
	(258)
	
	

	
	(3,089)
	3,089 
	- 

	
	
	
	

	Net operating expenditure
	
	
	

	
Dividend income from Chapel Wharf
	(861)
	
	

	
Other minor variations
	(4)
	
	

	
	(865)
	865 
	-

	
	
	
	

	Other movements on the reconciling items for the General Fund Balance
	
	
	

	
Contribution from excess in Insurance Fund reserve
	(1,223)
	
	

	
Contribution to Investment Fund
	1,000 
	
	

	
Improved trading performance on DSOs
	(777)
	
	

	
Other minor variances
	(367)
	
	

	
	(1,367)
	1,367 
	- 

	
	
	
	

	Outturn 2006/07
	186,816 
	2,374 
	189,190 
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