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REPORT OF THE DIRECTOR OF CUSTOMER AND SUPPORT SERVICES


TO THE BUDGET AND AUDIT SCRUTINY COMMITTEE ON WEDNESDAY, 2ND
MARCH 2005


TITLE:  REVENUE BUDGET 2004/05: 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 July 2004, October 2004 and January 2005. 


SOURCE OF FUNDING: Revenue Resources


LEGAL ADVICE OBTAINED: Not applicable


FINANCIAL ADVICE OBTAINED: This report concerns key aspects of the City 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: 2004/05 & 2005/06 Revenue Budgets


Report Detail

1 Introduction 

1.1 The revenue budget for 2005-2006 and approximate outturn for 2004/05 was approved at the City Council budget meeting on the 2nd March 2005. The approximate outturn for 2004-2005 is anticipated to be £280.403m, the amount of the original budget, which assumed a net contribution to balances of £1.0m. Balances are now expected to be £7.5m at year-end, which is £0.5m higher than originally anticipated.

1.2 In accordance with good practice a risk-based approach has been adopted to calculate  a minimum level of reserves for the City Council in 2005-2006. The assessment indicated that the minimum level of reserves during the forthcoming financial year should be in the region of £6.8m and that no further contribution to general reserves would be required. Indeed, it offers scope for modest support, if required in the forthcoming financial year.     

1.3 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's latest budgetary control reports incorporating all savings, and the trading statements for the DLO/DSOs.

1.4 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 Development Services

Although the Development Services directorate are still hoping to contain expenditure within budget at year-end there are still some concerns regarding:-

·  Additional costs of legal fees relating to the UDP

· The impact of the formation of the new joint venture company Urban Vision Partnership Limited on the outcome of the Highways Maintenance budget

Close monitoring will continue for the remainder of the year and it is hoped that the above adverse positions will be covered by increased income.  

2.2 Education

As reported last month the Director of Education and Leisure is anticipating an overspend in the region of £150,000 as a direct result of the additional cost of  subsidised nursery places.

2.3 Housing General Fund

As previously reported the Housing General Fund is anticipated to overspend in the region of £43,000 as a consequence of the level of homelessness.

2.4 Other Directorates

The Community and Social Services directorate is projecting a slight underspend at year-end whilst all of the remaining directorates are anticipating that they will be able to contain net expenditure within the approved approximate.

3       Direct Service Organisations

3.1    Details of the trading positions of the various DSOs are indicated in the table below: -

	DSO
	As At
	Budget
	Actual
	Variance

	
	
	Surplus /

(Deficit)
	Surplus /

(Deficit)
	Favourable /

(Adverse)

	
	
	£
	£
	£

	School and Welfare Catering
	02/01/05
	230,233
	325,671
	95,438

	Building Cleaning
	31/01/05
	1,265
	34,438
	33,173

	Commercial Catering
	31/12/04
	20,368
	26,950
	6,582

	Highway Services
	31/12/04
	0
	(52,000)
	(52,000)

	VMM
	31/01/05
	119,929
	139,717
	19,788

	Grounds Maintenance
	31/01/05
	0
	(844)
	(844)

	Street Cleansing
	31/01/05
	18,592
	53,497
	34,905

	Refuse Collection
	31/01/05
	26,140
	(6,210)
	(32,350)

	
	
	
	
	

	Total
	
	416,527
	521,219
	104,692

	
	
	
	
	


3.2     Education and Leisure DSOs

All the Education and Leisure DSOs are continuing to show favourable trading positions.

3.3 Environmental Services DSOs 

The VMM DSO is trading profitably and the surplus is favourable to plan.

The Grounds Maintenance DSO is trading as expected at this point in the year and it is anticipated the operation will at least break even at year-end.

The table shows a budget surplus on the Street Cleansing DSO and a deficit on Refuse Collection. However, an exercise to identify and reallocate some joint pay costs from the former to the latter is currently being undertaken, which will bring them both closer to budget.

Taken together the two contracts are operating profitably and slightly favourable to plan. This position is expected to be maintained at year-end.

3.4     Highways Services DSO

The position on the Highways Services DSO is uncertain at the moment as a consequence of the impact of the joint venture company. The £52,000 deficit position reported at the end of December 2004 may be adversely affected by a revaluation and could possibly rise to £100,000 at the point of transfer to Urban Vision. A report on the City Council’s final position is to be produced by Internal Audit.



4       Housing Revenue Account

4.1    Housing Revenue Account

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

4.2 Housing Repairs Account

It is anticipated that net expenditure will be kept within budget at year-end.
 

5       Budget Risks

5.1 The Development Services directorate (including the Highway Services DSO) have identified a possible new risk in connection with the impact of the formation of the new joint venture company Urban Vision Partnership Limited.

5.2 None of the remaining 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. 

7
Summary

7.1 The approximate outturn for 2004/05 includes for an 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 £0.250m from DSO surpluses to support the revenue budget. Current indications at this particular stage of the financial year are that the achievement of this target will be met.

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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