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REPORT OF THE CITY TREASURER


TO BUDGET SCRUTINY COMMITTEE ON WEDNESDAY 3rd MARCH 2010

TITLE:  REVENUE BUDGET 2009/10: BUDGET MONITORING

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

EXECUTIVE SUMMARY: This report outlines the current position of expenditure against the 2009/10 revenue budget.

BACKGROUND DOCUMENTS: Service budget monitoring reports to lead members. (Available for public inspection)


CONTACT OFFICERS: 

Tony Thompstone, tel. 793 3245 tony.thompstone@salford.gov.uk 


ASSESSMENT OF RISK: Key budgetary control risks are identified in this report.


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 Customer and Support Services.


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


KEY COUNCIL POLICIES: 2009/10 Revenue Budget


Report Detail
1
Summary
1.1
The council budget for 2009/10 was set at £218.311m with a contribution from reserves of £2.851m.

1.2
The approximate outturn indicated a contribution from reserves of £0.6m.

1.3
The latest outturn forecast requires a contribution from reserves of £0.875m, which represents an underspend of £1.976m.
1.4
This report sets out in more detail the current position of expenditure against budgets, highlights any risks/sensitivities, and forecasts the year-end position. 

2
Current position

2.1
The current position is set out in the table below.  Overall there is an adverse variance to date of £0.720m on the General Fund and £2.230m on Dedicated Schools Grant.  

	Net expenditure against budgets up to 31/01/10

	Division of service
	Profiled budget to date
	Expenditure to date
	Variance
	(F)av/

Adv

	
	£000
	£000
	£000
	

	Chief Executive’s
	15,217
	15,274
	57
	A (amber)

	Children’s Services –General Fund
	52,086
	52,607
	521
	A (red)

	Community Health and Social Care
	57,130
	57,001
	-129
	F (green)

	Customer and Support Services
	26,188
	26,027
	-161
	F (green)

	Environment
	11,665
	12,074
	409
	A (amber)

	Sustainable Regeneration
	111,700
	111,723
	23
	F (green)

	Precepts and Charges
	21,581
	21,581
	0
	F (green)

	Capital Financing
	19,758
	19,758
	0
	F (green)

	Total General Fund
	315,325
	316,045
	720
	A (red)

	
	 
	 
	 
	

	Children’s Services -DSG
	22,058
	24,288
	2,230
	A (red)


This reflects salaries and wages and other expenditure up to 31/01/2010.

● (AMBER) Chief Executive’s
The directorate is expected to be within budget at year-end.  
● (RED) Children’s Services
The total variance for Children’s Services is £2.751m, of which £2.230m relates to the Dedicated Schools Grant and £0.521m relates to the General Fund.  
Within the DSG the main area of overspending is non-maintained special school placements, which is currently overspent by £1.333m, whilst the forecast overspend for the full year is £1.610m.  Another significant area of overspending is special educational needs which is currently overspent by £0.698m.
Whilst an overspend on the Dedicated Schools Grant may not have an adverse effect on the City Council’s budget it will impact on the resources available to schools.  Plans are in place to reduce the overspend and any overspending at year-end will need to be topsliced from the 2010-11 DSG budget.
The current overspend on General Fund services is mainly due to budget efficiencies of £0.500m still be achieved/identified.
● (GREEN) Community Health and Social Care
The directorate is expected to be within budget at year-end.  

● (GREEN) Customer and Support Services
The directorate is expected to remain within budget at year-end.

● (AMBER) Environment

Actions taken by the Environment Directorate are expected to reduce the year-end deficit reported last month to £0.153m, this represents the legal costs associated with a major counterfeiting operation.  
The cost of the adverse weather conditions is estimated at £0.275m, of which £0.249m was on gritting and £0.026m was on lost school meal income.  These costs are being absorbed in the directorates budget.
● (GREEN) Sustainable Regeneration
The directorate is expected be within budget at year-end.  
● (GREEN) Precepts and Charges
The precepts and charges budget is expected to be within budget at year-end.
● (GREEN) Capital Financing
The capital financing budget is expected to be within budget at year-end.
Prudential indicators for treasury management can be seen at Appendix 1.  To date they have not been exceeded.
3
Forecast position
3.1
Extrapolating the current position outlined in section 2 above and taking into account the pressures outlined, the position set out below is projected for the year-end.  The forecast underspend is £1.976m against the original budgeted contribution from reserves of £2.851m.
	Forecast net year-end position

	Division of service
	Approximate Outturn
	Current Forecast Outturn


	Variance
	(F) favourable/

(A) adverse

	
	£000
	£000
	£000
	

	Chief Executives
	13,978
	13,978
	0
	A (amber)

	Children’s Services –General Fund
	53,305
	53,518
	213
	A (red)

	Community Health and Social Care
	73,031
	73,031
	0
	F (green)

	Customer and Support Services
	11,075
	11,033
	-42
	F (green)

	Environmental
	15,525
	15,678
	153
	A (amber)

	Sustainable Regeneration
	27,893
	27,893
	0
	F (green)

	Precepts and Charges
	25,696
	25,696
	0
	F (green)

	Capital financing
	23,710
	23,710
	0
	F (green)

	Inflation/Contingency
	-25,351
	-25,351
	0
	F (green)

	Sub total
	218,862
	219,186
	324
	A (red)

	Contribution from reserves
	-551
	-875
	-324
	A (red)

	Total
	218,311
	218,311
	0
	

	
	
	
	
	

	Children’s Services -DSG
	17,166
	19,494
	2,328
	A (red)


4
Reserves
4.1 The forecast position with reserves as a result of the 2008/09 outturn and the current monitoring position for 2009/10 is as follows:-

	
	2009/10 Base Budget
	2008/09 Aprox Outturn
	2009/10 Monitoring

	
	£m
	£m
	£m

	B/fwd 1st April 2009
	9.732
	9.732
	9.732

	Budgeted Contribution from Reserves
	(2.851)
	(2.851)
	(2.851)

	Forecast Year-end Variation
	Nil
	2.213
	1.976

	C/fwd 31st March 2010
	6.881
	9.094
	8.857


4.2
Forecast reserves at year-end are £8.857m which would be above the minimum level considered prudent of £6.0m.
5
Housing Revenue Account

5.1
The HRA is forecast to be within budget at year-end.
6
Recommendations

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

John Spink


City Treasurer
Prudential Indicators
Appendix 1
	a) Authorised Limit for External Debt, Forward Estimates
	2009/10
	2010/11
	2011/12

	
	£m
	£m
	£m

	Total Authorised Limit for

External Debt
	684
	744
	809

	Actual Gross External Debt as at 31/01/10
	466
	
	


This limit represents the total level of external debt (and other long term liabilities, such as finance leases) the council is likely to need in each year to meet all possible eventualities that may arise in its treasury management activities.

	b) Operational Boundary for External Debt
	2009/10
	2010/11
	2011/12

	
	£m
	£m
	£m

	Total Operational

Boundary for External debt
	584
	644
	709

	Actual Gross External Debt as at 31/01/10
	466
	
	


This limit reflects the estimate of the most likely, prudent, but not worse case, scenario without the additional headroom included within the authorised limit.  The operational boundary represents a key benchmark against which detailed monitoring is undertaken by treasury officers. 

c) Net Borrowing

In order to ensure that, over the medium term, net borrowing will only be for a capital purpose, the Council should ensure that the net external borrowing does not, except in the short term, exceed the total of the capital financing requirement in the preceding year plus the estimates of any additional capital financing requirement for the current and the next two financial years.  This forms an acid test of the adequacy of the capital financing requirement and an early warning system of whether any of the above limits could be breached.

To date this indicator has been met.  The current capital financing requirement is £421m and the net borrowing requirement £389m.  During January the headroom on this indicator varied between £37m and £39m.
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