
	PART 1

(OPEN TO THE PUBLIC)
	ITEM NO.  6


REPORT OF THE HEAD OF FINANCE


TO THE BUDGET SCRUTINY COMMITTEE ON WEDNESDAY, 7 MARCH 2007 


TITLE:  REVENUE BUDGET 2006/07: BUDGET MONITORING


RECOMMENDATIONS:  

Members are invited to comment on the contents of the report and to determine that any directorate’s adverse variations from the projected outturn position will need to be made good from that directorate’s 2007/08 budget.   


EXECUTIVE SUMMARY: 

The report provides details of the current position relating to budget monitoring for the revenue budget, the projected outturn for 2006/07, the key budget risks identified by directorates and the implementation of the agreed revenue budget savings for 2006-2007.  The projected outturn position was formalised last month; Members may wish to remind Strategic Directors of the need to keep within those projections.

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. No. 793 3245 colin.kay@salford.gov.uk          

ASSESSMENT OF RISK: 

Key budgetary control risks were identified in the report to the January meeting of this committee.  At this late stage in the financial year, following formalisation of the projected outturn, new unforeseen risks to directorates’ budgets should not arise.

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:  Budget Strategy


REPORT DETAIL

1
Introduction 
1.1 The revenue budget for 2007/08 and projected outturn for 2006/07 were approved at the Council budget meeting of 21 February 2007.  The projected outturn is £189.190m, as per the revised budget.  This assumed the use of certain funds, provisions and earmarked reserves, plus a net contribution from General Fund balances of £0.418m.  This leaves £7.2m General Fund balances at the year-end, exceeding the £6.2m identified as the minimum level of reserves for 2006/07.

1.2 Section 2 below analyses the projected outturn for the full year 2006/07, as reported to Council.  Section 3 advises Members of the current position relating to revenue budget monitoring for the year. 

1.3 The report is based on directorates’ latest budgetary control reports up to 31 January 2007, trading statements of DSOs and an update from service accountants on progress made on savings proposals.

2     Projected Outturn 2006/07

2.1 The projected outturn for 2006/07, as reported to Council, is compared with the revised control budget in table 1 below (directorates) and table 2 overleaf (DSOs).

Table 1: 2006/07 projected outturn compared to revised budget: directorates

	Directorate
	Revised budget
	Projected outturn
	Variation

	 
	£000s
	£000s
	£000s

	 
	
	
	 

	Community, Health & Social Care
	66,761 
	66,586
	(175)

	Children's Services
	44,817 
	45,857
	1,040 

	Housing & Planning
	29,988
	30,388
	400 

	Environmental Services
	14,508
	14,608
	100 

	Chief Executive's
	9,478
	9,378
	(100) 

	Customer & Support Services
	9,145
	9,145
	0 

	 
	
	
	 

	Capital financing
	21,475 
	19,839 
	(1,636)

	Precepts & charges
	21,256 
	21,356 
	100 

	Financing adjustments
	(19,044)
	(19,044)
	0 

	 Sub-total
	198,384
	198,113
	(271) 

	
	
	
	

	Use of Funds & Provisions
	(3,463)
	(3,021)
	442

	Contn to/(from) earmarked reserves
	(3,202)
	(2,955)
	247

	Contn to/(from) General Fund
	(2,529)
	(2,947)
	(418)

	
	
	
	

	Total directorates
	189,190 
	189,190 
	0 


2.2 It is important that directorates now keep within the projected variations in the final column above, as these assumptions underpin the 2007/08 budget.  The current budget position and forecast, reported in section 3 below, does not vary substantially from the prediction last month, and it is anticipated that expenditure will be contained within the projected variations.

Table 2: 2006/07 projected outturn compared to revised budget: DSOs

	DSOs
	Revised Budget
	Estimated outturn
	Variation

	 
	£000s
	£000s
	£000s

	 
	
	
	 

	Refuse Collection
	0 
	525 
	525 

	Commercial Catering
	0 
	(25)
	(25)

	Building Cleaning
	0 
	(32)
	(32)

	Grounds Maintenance
	0 
	(34)
	(34)

	School & Welfare Catering
	0 
	(41)
	(41)

	Street Cleansing
	0 
	(64)
	(64)

	VMM
	0 
	(82)
	(82)

	 
	
	
	 

	Total DSOs
	0 
	247 
	247 


3     General Fund Services

3.1     No new variations against the projected outturn have been reported.

4     Housing Revenue Account  

4.1 The costs of stock options implementation continue to place a significant impact on the HRA.  However, it is still anticipated that, subject to close monitoring and the planned use of HRA balances, net expenditure will remain within budget at year-end.

5     Direct Service Organisations 

5.1 The current trading positions of the various DSOs are set out in the table below.

Table 3: Current trading positions of DSOs

	DSO
	As at
	Budget
	Actual
	Variance
	Variance 31/01/06

	
	
	£000

Surplus/ (Deficit)
	£000

Surplus/ (Deficit)
	£000

Favourable/ (Adverse)
	£000

Favourable/ (Adverse)

	Street Cleansing
	31/01/07
	22
	99
	77
	17

	Refuse Collection
	31/01/07
	21
	(469)
	(490)
	(25)

	VMM
	31/01/07
	13
	89
	76
	98

	Grounds Maintenance
	31/01/07
	(43)
	(67)
	(24)
	(11)

	Building Cleaning
	31/01/07
	23
	59
	36
	56

	Commercial Catering
	31/01/07
	18
	56
	38
	69

	School, Staff and Welfare Catering
	31/01/07
	110
	175
	65
	99

	
	
	
	
	
	

	Total
	
	164
	(58)
	(218)
	303


Most DSOs are currently trading favourably.  The Refuse Collection DSO continues to show a deficit as a consequence of recycling activities; the position on the Grounds Maintenance DSO is expected to return to surplus by the year-end. 

The projected outturn reported in Section 2 above provides for an aggregate DSO deficit of £247,000 by the year end.  The current deficit is £218,000 and DSOs forecast a final position within the projected outturn figure.
6     Progress on agreed savings 

6.1 All savings agreed at the start of the year are now achieved or are budgeted and on target to be achieved, as summarised in Appendix 1.

6.2 In addition to the savings in Appendix 1, directorates have incorporated £347,000 procurement and energy savings.  These have been absorbed into directorates’ revised budgets; the budget and projected outturn figures reported throughout this report are therefore net of these savings.

7     Prudential Indicators 

7.1 The key Treasury Management Prudential Indicators are detailed in Appendix 2 and    have all been met through to 21 February 2007.

8    Budget Risks  

8.1
A full budget monitoring exercise is undertaken each month by all directorates to ensure that any issues are identified at an early stage to enable corrective action to be taken. Areas that represent greater risks in budgetary control have been identified and subjected to greater scrutiny. 

9 Summary

9.1 Work on the projected outturn estimated the forecast position for the full year as detailed in section 2.  Overall, the budget can be balanced by the application of earmarked reserves and savings in the capital financing budget offsetting the net service and DSO overspend.

9.2 The current month’s budgetary control exercise has confirmed that directorates’ performance to January 2007 is in line with meeting the Projected Outturn by the end of the year. 

9.3 Most of the agreed savings for the year have been achieved and the remainder are on target to be achieved.

10 Recommendations 

10.1
Members are invited to comment on the contents of the report and to determine that any directorate’s adverse variations from the projected outturn position will need to be made good from that directorate’s 2007/08 budget.
   

John Spink

Head of Finance



Appendix 1


Savings to 28 February (Summary)

	
	Achieved
	Budget adjusted:

on target
	Budget adjusted: behind target
	Total

	
	£000
	£000
	£000
	£000

	
	
	
	
	

	Chief Executive
	137
	13
	0
	150

	Children’s Services
	355
	30
	0
	385

	Community, Health & Social Care 
	683
	51
	0
	734

	Customer & Support Services
	1,078
	0
	0
	1,078

	Environmental Services
	259
	25
	0
	284

	Housing & Planning
	332
	17
	0
	349

	
	
	
	
	

	Total
	2,844
	166
	0
	2,980


Appendix 2

Prudential Indicators

Authorised Limit for External Debt: Forward Estimates
	
	2006/07
	2007/08
	2008/09

	
	£m
	£m
	£m

	Total Authorised Limit for

External Debt
	721
	775
	829

	Actual Gross External Debt as at 21/02/07
	508
	
	

	
	
	
	


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.

Operational Boundary for External Debt

	
	2006/07
	2007/08
	2008/09

	
	£m
	£m
	£m

	Total Operational

Boundary for External debt
	621
	655
	704

	Actual Gross External Debt as at 21/02/07
	508
	
	

	
	
	
	


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 treasury officers carry out detailed monitoring. 

Appendix 2 contd.

Prudential Indicators contd.
Limits on Interest Rate Exposure
	
	2006/07
	2007/08
	2008/09

	
	%
	%
	%

	Upper Limit on Fixed 

Interest Rate Exposure 
	100


	100


	100



	Upper Limit on Variable 

Interest Rate Exposure 
	50
	50
	50

	Current exposure to variable rate
	13.15
	19.82
	25.14


For the purposes of this indicator, LOBO loans are considered as variable rate during a year in which they have a break point, when the lender can make an offer to vary the interest rate.

Maturity structure for fixed rate borrowing


	
	Upper Limit
	Lower Limit
	Current Maturity

Profile 

	
	%
	%
	%

	Under 12 months 
	50
	0
	6.5

	12 and within 24 months
	50
	0
	0.1

	24 months and within 5 years
	50
	0
	0.7

	5 years and within 10 years
	50
	0
	10.9

	10 years and above
	100
	40
	81.8

	
	
	
	

	In addition, the following local limits will apply:
	
	
	

	
	
	
	

	Variable rate debt maturing in any one year 
	30
	0
	4.3


For the purposes of this indicator, LOBO loans are considered as fixed rate borrowing, maturing at their contractual maturity date.

Limits on Long-Term Investments

	
	2006/07
	2007/08
	2008/09

	
	£m
	£m
	£m

	Upper limit for investments of more than 364 days
	15
	15
	15

	Current total investment in excess of 364 days
	10
	10
	10


Appendix 2 contd.

Prudential Indicators contd.
Comparison of Net Borrowing and Capital Financing Requirement

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 £480m and the net borrowing requirement £454m.  

	Date
	Debt 
	Temporary
	Net
	Capital
	Head

	
	Outstanding
	Investments
	Borrowing
	Finance
	Room

	
	
	
	
	Requirement
	

	
	£000s
	£000s
	£000s
	£000s
	£000s

	24/01/2007
	508,063
	66,510
	441,553
	480,292
	38,739

	25/01/2007
	508,063
	65,910
	442,153
	480,292
	38,139

	26/01/2007
	508,063
	66,035
	442,028
	480,292
	38,264

	29/01/2007
	508,063
	65,635
	442,428
	480,292
	37,864

	30/01/2007
	508,063
	60,935
	447,128
	480,292
	33,164

	31/01/2007
	508,063
	60,935
	447,128
	480,292
	33,164

	01/02/2007
	508,063
	70,035
	438,028
	480,292
	42,264

	02/02/2007
	508,063
	63,035
	445,028
	480,292
	35,264

	05/02/2007
	508,063
	64,985
	443,078
	480,292
	37,214

	06/02/2007
	508,063
	63,885
	444,178
	480,292
	36,114

	07/02/2007
	508,063
	62,185
	445,878
	480,292
	34,414

	08/02/2007
	508,063
	62,035
	446,028
	480,292
	34,264

	09/02/2007
	508,063
	63,935
	444,128
	480,292
	36,164

	12/02/2007
	508,063
	63,635
	444,428
	480,292
	35,864

	13/02/2007
	508,063
	61,835
	446,228
	480,292
	34,064

	14/02/2007
	508,063
	61,085
	446,978
	480,292
	33,314

	15/02/2007
	508,063
	59,535
	448,528
	480,292
	31,764

	16/02/2007
	508,063
	57,935
	450,128
	480,292
	30,164

	19/02/2007
	508,063
	57,935
	450,128
	480,292
	30,164

	20/02/2007
	508,063
	56,135
	451,928
	480,292
	28,364

	21/02/2007
	508,063
	54,035
	454,028
	480,292
	26,264
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