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Introduction

1. This booklet provides details of the City Council’s Revenue Budget and Capital Programme for 2010/11.  It is designed to give a less technical interpretation of the detailed information contained in the 2010/11 Revenue Budget and Capital Programme report approved by the City Council on 17th February 2010.  The document provides details of the strategies, policies and processes that determined the way we prepared our budget. It also provides an objective and subjective analysis of the allocation of revenue and capital resources.

2. The main issues considered by the Council in its budget process are the level of Council Tax, the standard of service provision, the Council’s achievements against its pledges, meeting efficiency targets, feedback from its public consultation process, national factors and influences including legislative changes or proposals and the financial settlement provided by the Government. 

3. The booklet is primarily designed as a reference document of benefit to members and officers of the City Council and to provide a less technical guide to the 2010/11 revenue and capital budget process for persons interested in our finances.

4.        The booklet is divided into seven sections and these comprise: -


Section 1: How we managed resources in 2009/10
Section 2: The Council’s spending plans 2010/11
Section 3: The Council Tax level 2010/11
Section 4: The Housing Revenue Account

Section 5: Capital programme 2010/11
The above sections provide a review of the budget process and highlight the key issues and figures and give a summary of the approved estimates.


Section 6: Revenue budget 2010/11 – Approved services allocation

This gives details of the budget for each directorate of the City Council and an analysis both objectively i.e. Schools, Libraries, Highways maintenance etc. and subjectively i.e. employees, premises, supplies and services etc.


Section 7: Capital Programme 2010/11 - Scheme details

Sets out the approved schemes within each service and provides an indicator giving the appropriate Community Strategy area.

J. SPINK C.P.F.A.

City Treasurer

Customer and Support Services

Section 1: How we managed resources in 2009/10
1.1
Service allocations 2009/10
1.1.1
For 2009/10 the budget was set at £218.3m and allocated to services as shown in table 1.1.1 below. All services are closely monitored during the year as part of the continuous budget process. This process highlights any areas where costs may be exceeded or additional income received and provides an early warning to ensure that if necessary appropriate corrective action can be taken. In the main each directorate is expected to meet any unforeseen expenditure by making compensatory savings elsewhere. 
	Table 1.1.1: Allocation of resources in 2009/10.


	Services 
	Original budget 2009/10 adjusted for service transfers
	Latest estimated costs 2009/10
	* Variation (reduction) or increase in spend


	
	£m
	£m
	£m

	Chief Executive 
	14.0 
	14.0 
	0.0 

	Children's Services 
	52.7 
	53.3 
	0.6 

	Community Health & Social Care 
	73.0 
	73.0 
	0.0 

	Customer & Support Services 
	11.1 
	11.1 
	0.0 

	Environmental Services 
	15.5 
	15.5 
	0.0 

	Sustainable Regeneration 
	28.5 
	27.9 
	-0.6

	Levies and charges 
	26.0 
	25.7 
	-0.3 

	Capital financing 
	24.7 
	23.7
	-1.0 

	Inflation/contingency/centrally held items 
	-5.8 
	-6.8 
	-1.0

	Net cost of services 
	239.7 
	237.4 
	-2.3 

	Reversal of capital charges* 
	-18.5 
	-18.5 
	0.0 

	Contribution from General Fund Reserves 
	-2.9 
	-0.6 
	2.3 

	Budget requirement 2008/09 
	218.3 
	218.3 
	0.0 


*
Variations: these are analysed in more detail in the following section.

* 
Reversal of capital charges: each council service is charged for the use of the buildings and other assets it uses to provide the service. It is similar to a rental charge and it is designed to give the true costs of providing a service. The total of these charges is reversed out after the net cost of services line and therefore there is no impact on the net expenditure of the council or the council tax you pay.
1.2
Variations from the approved budget
1.2.1
The 2009/10 financial year has been an extremely challenging one as the adverse economic conditions continue to have an effect on our services and finances. Shortfalls in income continue in several service areas, such as planning fees, land searches and commercial rents. The capital receipts from selling our surplus assets and council tax from new property continue to dry up as developer confidence has disappeared.

1.2.2
In Children’s Services there continues to be an increase demand on our care services and for costs associated with special needs children which has led to a rise in the number of children placed in establishments outside of Salford. 

1.2.3
The above mentioned service increases are considerable but they have been more than offset by significant reductions achieved elsewhere in the revenue budget, these include the use of excess funds and provisions, including that provided for pay awards. This use of funds and provisions are of a one off nature which will not help to alleviate budget pressures in the long term. We expect to underspend on our budget plans by £2.3m for 2009/10. This will provide added reserves that can be used to help ease some of the pressures next year. We have also maintained our 3 star rating for the use of resources as assessed by the Audit Commission in what continues to be an increasingly challenging regime. 

1.2.4
This sound financial platform has therefore helped us to prepare a budget for next year from a position of strength and so maintain the key objectives in our medium-term financial strategy.

. 

1.2.5
A summary of the major variations is given in the table below: -

	Table 1.2.5: 2009/10 budget variations from the approved budget to the projected outturn.

	
	£M
	£M

	Approved budget 2009/10 
	  
	218.3 

	Major service variations: 
	  
	  

	Children's Services 
	  
	  

	· children with special needs - increased use of non maintained special schools and outside placements 
	2.2 
	  

	· use of Dedicated Schools Grant 10/11 to cover the above and other minor costs 
	-2.2 
	  

	· children in care - increased need for outside placements 
	0.6 
	  

	
	
	0.6

	Community Health & Social Care 
	  
	  

	· delay in the implementation of service efficiency proposals 
	0.3
	  

	· management of staffing vacancies and other minor variations 
	-0.3
	

	
	
	0.0

	Customer and Support Services
	
	

	· losses of income from land charges and service level agreements
	0.4
	

	· VAT windfall income
	-0.4
	

	
	
	0.0

	Sustainable Regeneration 
	  
	  

	· reduction in income from building control and planning fees, rent income and accommodation recharges
	1.3 
	  

	· additional housing and planning delivery grant  
	-1.0 
	  

	· utilisation of unspent balance on supporting people grant
	-0.9
	

	
	
	-0.6

	Levies & Charges 
	  
	  

	· waste disposal levy reduction - continued delay in implementation of waste PFI contract 
	
	  -0.3  

	Capital Financing 
	  
	  

	· reduced interest charges from the rescheduling of debt  
	
	-1.0

	
	
	

	General 
	  
	  

	· review of insurance fund - use of excess balance
	-0.5 
	  

	· shortfall in car allowance efficiency proposal 
	0.3
	

	· review of general funds and provisions - use of excess balances including pay award provision
	-1.1
	

	· Airport dividend reduction
	0.3
	

	
	
	-1.0

	  
	  
	-2.3 

	Change in net contribution from reserves 2009/10 
	  
	2.3 

	Outturn budget 2009/10 
	  
	218.3 


1.2.6
The overall impact of these service variations on the level of our reserves held as a safeguard against unforeseen expenditure increases is described in note 2.8.
1.3. 
2009/10 achievement against the pledges 

1.3.1
The revenue budget aims to continue to support the implementation of the Council’s seven pledges. To achieve this it is necessary to have clear links between the key outcomes expected from services from the resources allocated. Details of the achievements against the pledges in 2009/10 are shown below.

Pledge 1 – Improving Health IN Salford

Children’s Services

· Children’s Centres and the Family Information Service offer the ROSPA home safety scheme which provides home safety equipment to Salford families with children under five and on benefits or low income, with over 100 families equipped so far.

· Continue to give children the best start in life, e.g. Lark Hill Children’s Centre runs, in conjunction with the PCT, weekly baby massage and breastmates groups.

· The percentage of overweight primary aged children has reduced from 2007.

· All schools are part of the Sports Partnership and more young people are involved in physical activity including over 200 hours coaching per week in schools from SCL.

Community Health and Social Care

· Continued to extend activities for older people to stay active and healthy.

· Provided home care and community support to 4,000 people to help them to live independently in their own homes. 

· Made Direct Payments to 480 people to arrange their own care to maintain their independence and continue to live in the community.

· Supported 1,600 people to live in appropriate residential or nursing homes.

· Provided 95.16% of equipment delivered within 7 days to help people live at home.

· Promoted sport, leisure, physical and arts activities to enable and encourage more people to participate.
· Continued to improve cultural and leisure facilities, in partnership with health agencies.

· Opened Humphrey Booth Resource Centre, a centre of excellence, providing specialist support for people living with dementia and their carers and education, training and research opportunities for professionals.

· Launched the Well Being Strategy for people with physical disabilities or sensory impairment.

· Implementation of the Healthy Weight Strategy, with all partners.
Customer and Support Services

· Increase service usage through the Walkden, Pendleton and Eccles Gateways. 

· Conducted a seasonal flu and swine flu vaccination programme for employees.

Environment

· Delivered 2.5million healthy school meals in primary schools and secondary schools.

· Completed inspection and repairs to approximately 1,000 headstones.

· Introduced nutrient-based standards for secondary schools, healthy and nutritious meals on wheels and healthy choices of buffets and meals at all catering services.

· Inspected 1,388 food businesses and prosecuted unhygienic food premises securing 3 convictions.

· Eradicated public health pests, investigating over 3,000 rat and 1,500 mice referrals.
· Provided regular health walks for all age groups within parks and open spaces.

· Creation of the City’s first outdoor gym in Ordsall Park in partnership with the PCT.

Pledge 2 – Reducing Crime IN Salford

Children’s Services

· Year 11 students have won a competition for a project to reduce crime, with funding available to students to implement their ideas for the subways near Salford precinct.

· The Salford Safer Schools Award scheme was launched in March 2009 to offer a quality benchmark in security and risk management within schools, working with specialist teams on reducing anti-social behaviour, personal safety and ensuring the environment is secure.

· The reduction in first time entrants to the criminal justice system has continued.

· Rate for re-offending has continued to reduce.

· Schools have continued to work closely with the police, e.g. Dukesgate Primary held a day for the community and the police to support relationships and consider local issues.

Customer and Support Services

· Working with Community Safety to maximise take up of Selecta DNA Forensic Marking Kits.
· Delivered 4,000 CRB disclosure checks for the Council and client organisations.
Environment

· Responded to over 1,000 requests for information and advice to the public and businesses regarding public protection, fair competition and compliance with the law.

· Successfully prosecuted an internet-based counterfeiting ring resulting in custodial sentences of up to 27 months.

· Responded to over 1,300 complaints of noise nuisance.

· Reduced reported incidents of fly-tipping in the city by 33% over the past three years by means of a programme of education and enforcement.

· On target to issue over 700 fixed penalty notices for littering and dog-fouling.

· Reduced the theft of refuse bins by 28%.

· Carried-out education and enforcement activities to tackle underage sales of alcohol, knives and tobacco.

· In partnership with GM Police inspected second-hand goods dealers, scrap metal dealers and motor salvage operators to frustrate the market for stolen property.

· Provided events for youth in parks and green spaces during summer holidays, which have been acknowledged by GMP as important anti ASB diversionary activities.

Pledge 3 – Encouraging Learning, Leisure and Creativity IN Salford

Children’s Services

· Music and Performing Arts has continued to flourish in Salford with events in schools and many venues such as the Lowry, Bridgewater Hall, Royal Albert Hall.

· Secondary school attendance has continued to improve and we are now close to the national average and on trajectory to meet the national target by 2011/12.
· Primary schools have maintained standards at the national average.  High schools have continued to improve and have achieved 3% above the national figures for five plus A*-C and are closing the gap when you include maths and English.
· Young people have won awards at local and national level for Aim Higher where they have shown outstanding changes to aspiration and motivation.
Community Health and Social Care

· Worked with a wide range of organisations to increase regular participation in a broad range of cultural, sport and leisure activities in Salford.

· Invested in improving the quality and range of cultural and leisure facilities, including Fit City Broughton, Eccles Library and Ordsall Hall.
Customer and Support Services

· Supported residents in learning and developing ICT skills maximising the use of the facilities available in the Gateway centres as key locations for this type of activity.
Environment

· Invested in 11 new and refurbished play builder facilities in parks and open spaces.

· Delivered numerous events within parks and green spaces engaging over 1,000 young people, promoting biodiversity and environmental improvement projects.

· Delivered Heritage Trail/Conservation days with active school participation in ecology / heritage programmes within cemeteries.

· Supported National Playbuilder scheme by designing and siting 6 new and refurbished play builder facilities in parks and open spaces.

· Continued to promote the national eco-schools programme to Salford’s schools leading to 6 national green flag schools, 29 silver award holders and 49 bronze award holders.

Pledge 4 – Investing in Young People IN Salford 

Children’s Services

· Salford organises annual awards events for Looked After Young People recognising achievement in attendance, punctuality, attainment, progress and participation in positive activities.

· Students from Swinton High School have been involved in Salford’s future search conferences, working with the police on developing teaching aids on terrorism and the only school in the NW to be involved in the cabinet meeting in Liverpool.
· A citywide competition ‘U Count 2’ was held with a focus on young people’s ideas about how they can influence decision making in their communities.

· Young people have been involved in the development of a variety of strategies such as sexual health and anti-bullying.
· Free leisure passes have been provided for young care leavers.
Customer and Support Services

· The Gateway centre children’s lending libraries offer a range of activities to help and support activities for younger people.

· The community space within each of the Gateway Centres is often used by local groups providing activities for children of all ages.  

Environment

· Developed partnership working with the Probation Service to improve the quality of the infrastructure within cemetery grounds.

· Provided schools based events to promote environmental awareness. (e.g. the Crucial Crew multi-agency event and the Love Food Hate Waste initiative).

· Created employment and development opportunities for 16-18 year olds within the catering industry.

· Created 35 Future Jobs Fund placements within the Directorate.

· Continued working with YMCA and CABE to provide 7 apprentices within Grounds Maintenance and delivery of a successful apprentice programme within Citywide.

Pledge 5 – Promoting Inclusion IN Salford 

Children’s Services

· Most Salford High Schools have strong peer mentoring schemes.  Albion High has applied for an Approved Provider Standard for peer mentoring.

· A Looked After Young Person won a Mayor’s award for her work in helping to recruit staff and training foster carers.

· The Council has signed up to Care2Work to create job opportunities for care leavers within the Council and partner agencies.  

Community Health and Social Care

· Continued investment in arts, heritage, libraries and sport and leisure services to enable and encourage some of the most isolated, vulnerable and hardest to reach groups to participate in activities and access services.
· Carried out, along with community officers, partnership bodies and elected members, a wide ranging review of Neighbourhood Working under the heading “Building Better Neighbourhoods”.
Customer and Support Services

· The mobile Information Centre provides a range of council and partner services to residents who are not able to access services in the normal way.

· The customer access strategy ‘Customer Service Excellence as One Council’ is delivering organisational changes that have resulted in customer enquiries now being resolved locally via the Gateway Centres preventing the need for customer to  travel to dedicated administrative sites as was previously the case. 

Environment

· Helped protect the health and safety of migrant workers through targeted environmental health inspections of business premises.

· Continued to support and attend friends groups for parks and cemeteries which have contributed to the development of masterplans for future development in parks.

· Accessibility audits/action planning completed with the Access to All Areas groups on Salford’s parks, allotments and cemeteries.

· Creation of new multi-language, Braille and pictorial leaflets for hard to reach groups to access all promotional material and be aware of the co-mingled recycling service.

· Further investing in Buile Hill Park Hall to promote accessibility & inclusion for users.

Pledge 6 – Creating Prosperity IN Salford  

Chief Executive

· Securing local benefit from Media City construction, including 600 Salford people on site and £90m orders for Salford firms, £230m for GM firms.
Children’s Services

· Continued improvement in the transition of 16 – 18 year olds into education training or employment.

· Schools work hard to prepare young people for work, e.g. twelve projects were launched in 2009 to promote fashion design.

· Salford Family Learning has helped 170 adults gain qualifications to help them back into employment or further learning.

· Next Steps with Connexions have created 25 work opportunities for care leavers.

Customer and Support Services

· Ensuring that where customers are in arrears with Council Tax and NNDR that action is taken promptly and that payment plans are put in place that are appropriate to the debt outstanding and the means of the customer / business.

· Customer profiling activity has now resulted in making sure that customer receive as many possible positive financial outcomes that are relevant to their circumstances. This might include Benefit Take Up, Warm Front Grant, Free School Meals.

· Provided debt advice and promoted the Irwell Valley Credit Union to employees.

Environment

· Provided advice to businesses to ensure they understand and comply with the law.

· Enforced laws to prevent rogue traders from operating in the City and gaining an unfair commercial advantage.

Sustainable Regeneration

· Adoption of the Salford Economic Development Plan.
· Salford generated the greatest increase in business start ups in the whole of the North West as a proportion of adult population in 2009/10.

· Successful Salford Business Awards event.

· Publication of the Salford Employment Land Review.

· Recession Task Group established.

· Publication of draft Bridgewater Canal Corridor Masterplan.

· Shop Front improvements on-site in Liverpool Road, Eccles.
· New £20million plans for the Salford Community Stadium developed.

· New management arrangements for Salford Business Park / Innovation Forum.

· £400 million plans for a state of the art multi-modal freight interchange approved.

· Outline Planning approval for Chapel Street improvements through the CSURC.

Pledge 7 – Enhancing Life IN Salford 

 Children’s Services

· New Park High School has established intergenerational links with Arden Court Nursing Home.  Students visit the home weekly to participate in a variety of activities and helped Arden Court to win a recognised Best Home award. 

· CSD and partners support parents, not just children and young people, including parents and carers who have children with a range of disabilities.  

Community Health and Social Care

· All neighbourhood management activity supported the delivery of pledges across the board, involving local people to influence decisions affecting their communities.
· Establish the position of Salford as one of the network of 18 empowering authorities, an example of good practice, in community engagement and empowerment.
Customer and Support Services

· Customer profiling activities ensure that when a customer makes contact their circumstances are profiled with consent to see if they are entitled to services which will have a positive impact of them and their family. The outcomes help make them better off financially, healthier and safer.   

Environment

· Provided a weekly refuse collection service and a regular recycling service.

· Provide a 3-weekly sweeping schedule to all residential areas, a weekly sweeping schedule for all main arterial routes and a daily sweeping and litter bin emptying to high profile locations e.g. shop and school frontages.

· Improved and created additional allotment plots at 3 sites across the City.
· Provided affordable quality catering venues for all customers and delivered a successful programme of functions for all types of celebrations and training.

· Developed a partnership with Virgin Media to ensure that all telecommunication boxes are kept free from graffiti and fly posting.

· Successfully supported the national Love Food Hate Waste campaign to raise public awareness in their purchasing and eating behaviours to reduce, reuse and if appropriate recycle food waste.

· Successful launch of a revised green waste recycling service in July 2009 to over 45,000 households.

· Supported Sustainable Neighbourhood Action Projects (SNAP’s) to improve local environmental quality through a multi agency approach to addressing streetscene issues within local communities within the City.

Sustainable Regeneration

· Provisional award of £1.3m Housing and Planning Delivery Grant.

· Significant progression of the City's Local Development Framework Core Strategy.

· Broadly based 'Big Transport Debate' held.

Supporting All Pledges

Customer and Support Services

· Supported the development of customer profiling and spatial data mapping.
· Continued development of the Tell us Once approach to dealing with customer enquiries. 
· Continued development of partnership working with key organisations such as PCT, DWP and Job Centre plus. 
· Continued development of the Gateway Centres as they mature as the key customer outlets for both the City Council and the PCT. 
EXTERNAL RECOGNITION AND ACHIEVEMENTS

Pledge 1 – Improving Health IN Salford

Community Health and Social Care

· The Directorate was awarded 3 star status for adult social care by the Care Quality Commission.

Pledge 2 – Reducing Crime IN Salford

Environment

· Runner-up in the Tilley Gtr Manchester Police Problem Solving Awards for the ‘Have the Bottle to Say No Campaign’ aimed at reducing underage sales of alcohol. 

Pledge 3 – Encouraging Learning, Leisure and Creativity IN Salford

Community Health and Social Care

· Salford Museum learning team maintained its Sandford Award status for education services and the museum retained its “Visit England” visitor attraction quality assurance standard.
Pledge 7 – Enhancing Life IN Salford  

Environment

· Retention of 3 Green Flag awards for Blackleach Country Park, Victoria Park and Clifton Country Park.

· Hospitality assured accreditation achieved by Citywide Catering and Events for excellence in customer service. 

· Citywide Catering & Events achieved success via a Sparkle Award for “Embodying the values: customer focus”.

Sustainable Regeneration

· Winner of the 2009 NLPG and NSG Exemplar Award for the most innovative use of the National Land and Property Gazetteer (NLPG) and National Street Gazetteer (NSG).

Supporting All Pledges

Community Health and Social Care

· Maintained Investors in People Champion status.

Customer and Support Services

· Achieved 3-star rating in the Audit Commission’s CAA use of resources assessment.

· The directorate achieved Investors In People status.

· Finance won the Credit Today award for the best payment culture for the second year running.

Environment

· Charter mark accreditation retained by all regulatory services, refuse and recycling services, grounds maintenance, and vehicle management services.

· Customer Service Excellence accreditation achieved by Bereavement Services.

· Citywide Services Building Cleaning Finalist in APSE internal service team of the year award.
· Investors in People – whole directorate and contributed to corporate accreditation 
Section 2: The Council’s spending plans 2010/11
2.1
The medium term financial strategy
2.1.1
The lead on the budget process is taken by the Budget and Efficiency Group, which is a sub group of Cabinet and comprises senior members and officers of the council. Through this group the budget strategy has been developed to provide a financial framework which is linked to the achievement of the council’s strategic objectives and priorities. This framework is referred to as the medium term financial strategy as it covers a three year period. The key priorities in this strategy are to develop a budget which:

· maintains a policy of low Council Tax increases ; 

· reflects the strategic priorities of the Council ;

· continues to seek increased efficiency from existing services ;

· delivers services which improve outcomes and represent value for money ; and

· maintains the financial health of the Council.

2.1.2
The medium-term financial strategy document explains how the council’s budget and service planning are linked. It addresses the major challenges facing the city in order to fulfil the council’s and our partners’ vision for the city as given in our 7 pledges and sub-pledges. Accordingly, clear links have been developed between the key outcomes expected and the resources made available.

2.1.3
The strategy is rolled forward each year and its financial objectives aligned to the key priorities have been identified as follows:
· Council Tax rises to be no more than 3% per annum for Salford’s services ;

· resources to be allocated on a policy-led basis ;

· providing for growth in priority services ;

· cuts in service to be avoided wherever possible ;

· improvement in value for money from services through improved outcomes and outputs, continuous performance improvement and cost and performance efficiencies ;

· integrated revenue budgets and capital programmes ;

· reserves to be supported by a detailed risk assessment ;

· making appropriate allowance for expected pay and price inflation and other expected commitments over the next three years ;

· generally maintaining the long-term financial health and viability ; and

· taking into account the results of public consultation.
2.1.4
The 3-year projection of our spending requirements forms a key part of the overall strategy. This projection is constantly updated to reflect the findings of the annual review of our services, legislative and demographic changes and the assessment of the progress made against our overall objectives. 

2.1.5
The formulation of the 2009/10 budget included a number of one off ‘saving’ proposals required to achieve a balanced budget based on a 3% council tax increase. This included the use Government grants and excess funds and provisions. These needed to be replaced with alternative saving or efficiency proposals in 2010/11 before any other budgetary factors were considered.

2.1.6 A key factor is the level of the Governments financial support to the council, which for 2010/11 was at the level reported in the announcement of the Governments Comprehensive Spending Review in 2008/09 covering the years 2008/09 to 2010/11. This provided for a 1.8% increase far below the councils needs. This meant that the financial provision for service growth has been limited to key priorities such as Building Schools for the Future programme, Mediacity and the Greater Manchester Transport Fund and tackling worklessness.
2.1.7
The council was determined to keep any council tax increase to a minimum. This meant that the service growth mentioned above has only been possible through the generation of further efficiencies, the use of excess funds and provisions and the use of the Governments Area Based and performance reward grants. It should be noted that this again includes a number of one-off measures which will need to be replaced for the 2011/12 budget. 

2.1.8
Within this framework we have been able to set a revenue budget of £220.6 million for 2010/11. This provides for a freeze on the level of our council tax and satisfies the key strategic and spending priorities. In particular additional resources have been put into priority services, some significant spending pressures have been met and substantial increases in efficiencies have been delivered. In addition the Council Details of how this budget was formulated are given in the following pages. 

2.2
The 2010/11 budget timetable
2.2.1
A summary of the budget process is shown below and serves to demonstrate how the strategic and budget planning processes are aligned. 

	Table 2.2.1: Summary of the revenue budget process 2010/11

	March  - May 2009
	· Update the initial medium term financial projection 
· Review service priorities and plan for efficiencies
· Continue to roll out the implementation of the ‘Think Efficiency’ review 

· Account for issues b/fwd – audit, independent reviews, CPA, Cabinet priorities.
· Commence with the comprehensive review of spending across services.
· Establish work plan for consideration of budgetary implications of above. 

	June - October 2009
	· Refine medium term forecast in light of emerging local and national issues. 
· Roll forward the 5-year capital investment strategy and asset management plan. 
· Continue roll out of the ‘Think Efficiency’ review and consider other efficiency savings. 
· Consider reports called for on matters arising from the review of services. 
· Refine work plan. 
· Review outcomes of closure of accounts and issues from budget monitoring. 
· Consult with Directorates on key service issues.
· Hold decision-conferencing events to consider directorate priorities on savings/investments.

	November 2009
	· Launch public consultation on the budget. 
· Receive provisional government financial settlement details – anticipated in line with 3 year settlement. 
· Refine financial forecasts for following year in light of the announcement of budget submissions and external factors. 
· Access implications of government financial settlement details and prepare detailed budget plans. 
· Continue consultation with Directorates on key service issues.  

	December 2009 - January 2010
	· Consider detailed options for budget and tax setting. 
· Refine capital programme plans in light of grant & borrowing approval received and estimates of capital receipts. 
· Continuation public consultation on the revenue budget. 

	February 2010
	· Finalise the revenue budget, Council Tax, capital programme and prudential indicator proposals.
· Council considers and approves budgets.  


2.3
The Government financial settlement 2010/11 

2.3.1
Government funding provides approximately 59% of the resources required to fund the Council’s net cost of services. Therefore the amount of government grant plays a key part in our budget deliberations. In 2007/08, the Government announced the results of its 2007 Comprehensive Spending Review (CSR) which included the first 3-year grant settlement for local authorities covering the period 2008/09 to 2010/11.
2.3.2
Under this arrangement the first year grant was fixed with the 2nd and 3rd years being provisional, although only changing with the annual updating of certain key data such as the latest population figures and property numbers. This therefore offers the opportunity for greater certainty and predictability in future budget setting. 
2.3.3
A simple guide to the settlement process and the key points applicable to Salford are given in the following paragraphs.

2.3.4

Aggregate External Finance
2.3.4.1
In its spending reviews the Government decides how much it can afford to spend, reviews its spending priorities and sets targets for the improvements which are to be delivered from additional funding. Each spending review covers a three-year period.  

2.3.4.2
Aggregate External Finance represents the total level of support the Government provides to local authorities. This support is normally made up of Revenue Support Grant, Police Grant (police authorities), specific formula and ring fenced grants and the amount distributed from business rates. 

2.3.5

Formula Grant
2.3.5.1
The annual Local Government Finance Settlement is concerned with the distribution of Formula Grant, which is made up of Revenue Support grant, redistributed business rates and principal formula police grant. Formula Grant totals some £25.7 billion in 2010/10 (£24.9 billion in 2009/10). These figures reflect a largely unchanged position from that announced by the Government in 2007/08 following its spending review.    

2.3.5.2

In 2006/07 the Government introduced a new system to distribute formula grant. Under this system the distribution of Formula Grant is determined wholly by an assessment of perceived needs using four criteria. These four blocks are summarized below: -

· Relative Needs Formulae – this is a mathematical formulae that includes information on population, social structure and other characteristics of each authority.

· Relative Resource Amount – this is a negative figure and by reference to the authorities tax base (related to the number of properties in the area) takes into account the differences in the potential amount of local income that can be raised by individual councils.

· Central Allocation – this shares out the remaining grant after taking account of the totals obtained from the Relative Needs Formulae and the Relative Resource Amount. The Government shares this out on a per head basis.

· Floor Damping Block – this is a means of ensuring that all individual authorities receive a reasonable level of grant (e.g. a minimum increase known as the floor) in the year and thereby protects authorities from detrimental grant changes. Separate floor levels are set for four different types of authorities to ensure that groups of authorities with radically different responsibilities do not cross-subsidise each other.  Salford is an authority with educational and social services responsibilities for which the floor is set at 1.5% for 2010/11 (1.75% 2009/10).
2.3.5.3

The Council’s entitlement to Formula Grant as calculated by the Government using the four blocks mentioned above is as follows: -
	Table 2.3.5: Amounts allocated by the Government to the Council under its four block distribution system over the period of its spending review 2008/09 to 2010/11. 

	
	2008/09 £M
	2009/10 £M
	2010/11 £M

	Relative Needs Amount
	100.6
	102.3
	103.8

	Relative Resources amount
	-12.2
	-13.6
	-15.0

	Central Allocation
	40.2
	41.3
	42.3

	Floor Damping
	-3.5
	-2.0
	-0.9

	Total Formula Grant
	125.1
	128.0
	130.2


2.3.5.4

It can be seen from the above that the Council is subject to Floor Damping which reduced our entitlement to grant by £0.9 m in 2010/11. This is because we are one of the authorities with a grant increase above the minimum guaranteed increase of 1.5% set by the Government as described in 2.3.5.2 above.  The Floor Damping scheme is self-financing in that any additional costs are covered by a scaling back of increases to authorities that are above the floor.

2.3.5.5

The total Formula Grant is paid to authorities via the re-distribution of business rates and the Revenue Support grant. 

2.3.6

Re-distributed Business Rates 

2.3.6.1

Each authority collects non-domestic (business rates) for its area, based on local rateable values multiplied by a uniform rate.  This rate is fixed by central government and for 2010/11 it will be 41.4p (2009/10 was 48.5p). A small Business Rate Relief was introduced in April 2005 and for businesses qualifying for this relief the rate to be applied in 2010/11 is 48.5p (48.1p in 2009/10).

2.3.6.2
The impacts of the latest 5 yearly revaluation of business properties come into effect in 2010/11. The rules relating to revaluations ensure that the Government does not raise extra revenue, before inflation, as a result of revaluation. This together with applying the September 2009 inflation index of -1.4% has resulted in the reduction to the uniform rate for 2010/11. The Government also applies caps on increases to safeguard businesses from sharp rises in its rates liability. The cost of these caps are funding by capping reductions in other rate bills.  
2.3.6.3

The total amount due, less certain relief’s and other deductions, is paid to a national pool administered by the Government. The pool is then redistributed to local authorities on the basis of a fixed amount per head of population. The amount allocated to the Council in 2010/11 is £113.7m compared to £104.0m in 2009/10.

2.3.7

Revenue Support Grant
2.3.7.1

The Government uses its four block system to calculate an authority’s share of Formula Grant. The amount to be distributed to the Council in 2010/11 is £130.2m (£128.0m in 2009/10). The majority of this total comes from the re-distribution of business rates £113.7m with the balance of £16.5m coming from the Revenue Support Grant. 

2.3.8

Specific Formula Grants within Aggregate External Finance
2.3.8.1

Special and specific Formula Grants form part of aggregate external finance and are included in the Government’s calculations of what it can afford to spend. They are distributed outside the main financial settlement. These are generally used to fund particular services but some are ring-fenced grants to be used to fund initiatives that are a national priority. Specific grants make up two-thirds of total Government grant funding and the Council’s budget is heavily dependent on these grants to fund services and specific initiatives.
2.3.8.2

Indications of the level of these grants in 2010/11 are shown in the following table: -

	Table 2.3.8: Provisional list of specific formula grants within aggregate external finance to be allocated to the Council in 2010/10 with comparators for 2009/10.

	Service / Description
	2009/10
£M


	2010/11
£M

	Area Based Grant
	25.694
	26.004

	Add: Supporting people moved to ABG in 2010/11. 
	13.191
	13.191

	Total Area Based Grant
	38.885
	39.195

	
	
	

	Education and Children’s Personal Social Services
	
	

	· Dedicated Schools grant (subject to confirmation of pupil numbers – see note 2.3.13 below )
	130.660
	135.477

	· School standards grant
	6.751
	6.851

	· Ethnic Minority Achievement
	0.451
	0.454

	· Music Services
	0.493
	0.491

	· Extended Schools Sustainability
	0.615
	0.866

	· Extended Schools subsidy
	0.156
	0.846

	· Schools Development 
	11.208
	11.259

	· School Lunch Grant
	0.343
	0.334

	· One to One tuition
	0.538
	1.007

	· Targeted Support for Primary and Secondary Strategy
	1.690
	1.306

	· Early Years – Increasing flexibility for 3-4 Year Olds
	2.260
	2.245

	· Surestart, Early Years and Childcare
	8.401
	8.902

	· Youth Opportunity Fund
	0.325
	0.325

	· Aiming High for Disabled Children
	0.294
	0.915

	· Targeting Mental health in Schools
	0.220
	0.150

	· Think Family Grant
	0.799
	0.799

	· Two Year Old Offer – Early Learning and Childcare  
	0.320
	0.440

	· Youth Crime Action Plan
	0.172
	0.175

	· Challenge and Support Funding
	0.075
	0.075

	· Parenting Practioners Grant
	0.050
	0.000

	
	165.821
	172.917

	
	
	

	Adult Personal Social Services
	
	

	· Social Care Reform
	1.077
	1.317

	· Stroke Strategy
	0.096
	0.096

	· Aids Support Grant
	0.155
	0.000

	
	1.328
	1.413

	Others
	
	

	· Homelessness
	0.055
	0.054

	Provisional Total
	206.089
	213.579


2.3.9

Area Based Grant
2.3.9.1

In 2008/09 the Government introduced an Area Based Grant which local authorities have the flexibility to use as they see fit provided they meet the performance targets that will be agreed with Local Strategic Partners and negotiated with regional Government offices as part of Local Area Agreements. The grant consolidates a large number of former specific grants and the provisional total we will receive in 2010/11 is £39.2m.
2.3.10

Local Authority Business Growth Incentive Scheme (LAGBI)
2.3.10.1
The LAGBI scheme is designed as an incentive to local authorities to stimulate economic growth in the local area. The rewards are linked to the increase in the business rate base. The Government announced the cessation of the original LAGBI scheme funding in 2008/09 and has implemented a reformed scheme whereby resources of £50m and £100m in total will be allocated to local authorities in 2009/10 and 2010/11 respectively.

2.3.10.2
The reformed scheme effectively encourages authorities to work together to achieve economic growth on a sub-regional basis which for Salford is the Greater Manchester area. Under the scheme, councils qualify for reward funding depending on the extent to which they and other authorities in their sub-region increased the business rates base. This is judged through a rolling three-year assessment period. Grant funding allocated to a sub-region is then distributed to each council area according to the size of its population.

2.3.10.3
In 2009/10 the Council received £0.263m under these arrangements and our budget plans for 2010/11 include an additional £0.500m based on the proposed increase in the level of Government funding. 

2.3.11

Other specific grants
2.3.11.1
In addition to the specific grants that are included in Aggregate External Finance (AEF), the Government makes other specific grant payments to local authorities. These grants are usually referred to as specific grants outside AEF and include grants in respect of mandatory rent allowance payments that local authorities make to housing associations’ tenants and tenants living in private rented accommodation and grants related to the cost of Council Tax benefits granted.  

2.3.12

Schools funding via the Dedicated Schools Grant (DSG)
2.3.12.1
In 2006/07 the Government changed the way in which schools are funded by introducing a new specific grant, the Dedicated Schools Grant (DSG), so that schools will be wholly funded from this source in future, and not Formula Grant. The grant is distributed according to the number of pupils in schools, with minimum grant increases as a safeguard against falling pupil numbers.
2.3.12.2
For 2009/10 the Schools budget is expected to overspend by £2.2 m, principally as a result of the increasing number of children being placed in non-maintained special schools. This overspend will be clawed back from the dedicated schools grant in 2010/11.
2.3.12.3
2010/11 is the final year of the Governments three year grant settlement. The total DSG funding nationally for 2010/11 is estimated at £31.242 billion which represents a cash increase of 4.3%. The headline increase in the DSG per pupil is also 4.3% for 2010/11.

2.3.12.4
Salford’s provisional DSG is based on estimated pupil numbers and for 2010/11 is £135.477m (£137.951m including the directly funded Oasis Academy) which represents a cash increase of 3.6% and a per pupil increase of 4.0%. The main reasons for Salford receiving a below average increase are that it has traditionally spent above the Government’s formula spending share on education. The formula spending share reflects the amount which the Government estimates an authority should be spending the on a particular service. The national average includes additional funding to bring those authorities that spent less than formula spending share up to the Governments expectation.

2.3.12.5
The actual amount of DSG will depend on actual pupil numbers. In Salford’s case  the October pupil census shows that funded pupil numbers in mainstream schools have reduced by 182 (0.64%) since the January 2009 count. Therefore, the DSG has been recalculated to reflect the impact in the fall in numbers and it is likely to be £134.7m (£137.2m including the directly funded Oasis Academy) which represents a cash increase of 3.1%.
2.3.12.6
Within the headline announcement the minimum funding guarantee (MFG) per pupil for schools is set at a 2.1% increase for each of the next three years. This is significantly below the level over the last 3 years. In determining this increase the Government has assumed that schools will make efficiencies of 1%.
2.3.12.7
In comparison, the teachers’ pay offer has been announced at 2.3% for 2010/11 although there has been no official confirmation of this. If this is confirmed, the level of the minimum funding guarantee is likely to put more financial pressure on a number of schools to fund non-pay expenditure. 
2.3.12.8
Those schools with static pupil numbers will receive a real terms decrease in budget. Schools with reducing numbers will receive an even lower budget and the potential for deficit budgets is increased. 
2.3.12.9
In addition to the schools budgets, the DSG also funds some central activities e.g. pupil referral units, early years provision, high cost SEN pupils. These areas have historically had high demand pressures but the reduction in total pupil numbers will restrict the amount of resources available for these areas. Any overspending incurred in these areas in 2009/10 is carried forward and will be the first call on the DSG for 2010/11. This will result in a lower amount of budget being available to fund the DSG areas of spend for 2010/11.
2.4
Calculation of available resources
2.4.1
A crucial part of the budget strategy is to identify the level of resources available to fund our net revenue budget i.e. our net costs after allowing for service income from fees and charges and grants. These resources come from two main sources, (i) the Government via its revenue support grant and the distribution of business rates income from the national pot and (ii) the council tax charge to our residents. For 2010/11 the amount of available resources was calculated as follows:

2.4.2

Projected Council Tax Income
  

2.4.2.1
One of the priorities of the financial strategy is for the council to maintain a policy of low council tax increases. Council tax rises are to be no more than 3% per annum for the council’s services. However, the council was determined to alleviate the financial burdens on council tax payers during the current economic climate and therefore a council tax freeze was declared.  The 2009/10 council tax level was £1,326.31.
2.4.2.2

The current economic downturn continues to adversely affect the level of our Council Tax base. A tax base of 68,149 band D equivalent dwellings was approved by Council which represents an increase of 30 dwellings on 2009/10, which reflects the slowing in house building activity and far fewer occupied new dwellings expected to come into Council Tax in 2010/11. 
2.4.2.3

The expected income from Council Tax in 2010/11 based on a 0% increase in the charge together with the increase in the number of chargeable dwellings is as follows: 

	Table 2.4.2: Projection of Council Tax Income 2010/11

	
	
	

	Band D Council Tax for the Council’s services in 2009/10
	
	£1,326.31

	Add: 0% based on a freeze in the level of Council tax 
	
	£00.00

	Band D Council Tax for the Council’s services 2010/11
	
	£1,326.31

	
	
	

	Multiplied by: the Council Tax base (assumed number of Band D equivalent dwellings)
	
	68,149 

	
	
	

	Estimated Council Tax revenue 2009/10
	
	£90.387m


2.4.3

Government Formula Grant 

2.4.3.1

Details of the amount of Government grant allocated to the Council under the Formula Grant arrangements are shown in note 2.3.5 above. In summary the Council has been allocated £130.231m for 2010/11.   


2.4.4

Collection Fund balance
2.4.4.1
Under the Local Government Finance Act 1992 an authority, which levies a Council Tax, is known as a billing authority and it is required to maintain a separate Collection Fund.  This fund shows the transactions of the billing authority in relation to Non-Domestic Rates and Council Tax.

2.4.4.2
A local authority is required to determine, by no later than 15th January of the preceding financial year for which the budget is being considered, whether its Collection Fund will be in surplus or deficit on 31st March prior to the financial year in question.  Such surplus or deficit is to be shared out/borne by each precepting authority in proportion to the composition of the Council Tax bill.

2.4.4.3
The Council approved a recommendation to declare a break even position on the Collection Fund at 31st March 2010. 

2.4.4.4


An analysis of the amounts of Council Tax raised and collected since its inception in 1993/94 is shown in table 2.4.4 below: -

	Table 2.4.4: Summary of Council Tax collection performance as at 17/10/2009 projected to 31/03/2010.

	
	93/94 to 04/05
£M
	05/06
£M
	06/07
£M
	07/08
£M
	08/09
£M
	09/10
£M
	Total

£M

	Total amount charged
	747.1
	86.5
	90.9
	95.8
	100.8
	106.2
	1,227.3

	Revised budget requirement 
	730.4
	82.7
	88.4
	93.4
	99.0
	103.0
	1,196.9

	Council Tax Collected
	-727.4
	-83.1
	-87.1
	-91.1
	-95.5
	-98.4
	-1,182.6

	Other related income
	-0.5
	0.0
	0.0
	0.0
	0.0
	0.0
	-0.5

	Balance still required
	2.5
	-0.4
	1.3
	2.3
	3.5
	4.6
	13.8

	Transfers between years
	-2.0
	1.0
	-0.1
	-0.4
	-0.3
	1.8
	0.0

	Adjusted balance required
	0.5
	0.6
	1.2
	1.9
	3.2
	6.4
	13.8

	Collection Rate
	%
	%
	%
	%
	%
	%
	%

	- *Original budgeted 
	97.88
	98.00
	98.00
	98.00
	98.00
	98.00
	97.92

	- Current (CT collection only)
	97.36
	96.07
	95.82
	95.09
	94.74
	92.66
	96.36

	- Required
	97.43
	96.76
	97.14
	97.08
	97.92
	98.68
	97.48


*Note the original budgeted collection rate is based on the original amount charged before any subsequent adjustments to the gross debit (e.g. empty properties, changes in discounts, exemptions etc) or the declaration of surpluses and deficits on the fund which increase or decrease the required collection rate.
2.4.4.5

Based on the information contained in the above table it was considered prudent to project a 97.48% overall collection rate. This is considered to be achievable based on both historical performance and the improvement in collection performance. Collection rates picked up in 2007/08 and 2008/09 and performance has been maintained in 2009/10 despite the likely adverse impacts of the economic downturn. In addition the Council is currently undertaking a detailed review of the level of households claiming single person discounts. It is anticipated that this will identify an increase in charges which will impact on previous years as well as increasing the tax base for future years. 
2.4.5

Total available resources
2.4.5.1

The total resources available to the Council are summarised below: -

	Table 2.4.5: Available resources to fund the Council’s revenue budget in 2010/11

	Source of income
	£M

	· Formula Grant from the Government

· Revenue Support Grant

· Redistributed non-domestic rates
	16.513

113.718

	
	130.231



	· Council Tax based on a 0% increase on 2009/10

	90.387

	· Collection Fund – break even position anticipated on the fund 
	0.000

	
	

	Total Available Resources 
	220.618


2.5

Budget assumptions and key service issues.
2.5.1

Initial Spending Projection

The initial projection of our spending requirements in 2010/11 based on providing the same level of service as in 2009/10 indicated that £236.0m would be required to fund our services. This represented a £17.7m or 8.1% increase on the 2009/10 revenue budget. 
	Table 2.5.1: Adjustments to the 2009/10 base budget position and initial budget projection 2010/11

	
	£M

	2009/10 base budget
	218.3

	Add back one off items used to support the 2008/09 revenue budget 
	  

	- use of reserves 
	2.9 

	Adjusted 2009/10 base budget 
	221.2 

	
	

	2010/11 expenditure pressures: 
	  

	- pay and price inflation 
	3.2 

	- capital financing costs 
	1.2 

	- previously committed investment in services
	1.4

	- budget pressures
	3.2

	- removal of one-off funding adjustments supporting the 2009/10 revenue budget
	5.8

	Initial projection of budget requirement 2010/11 before efficiencies 
	236.0 

	Available resources based on 0% Council Tax increase
	220.6

	
	

	Estimated shortfall in resources
	15.4


2.5.2

2010/11 expenditure pressures
2.5.2.1
Pay and Price Inflation
The provision for pay and price inflation includes £1.3m for cost increases from external service providers, e.g. waste disposal and public transport which includes costs relating to metrolink and the Greater Manchester Transport Fund. Apart from these exceptional items, we have imposed a cash freeze on other inflationary areas of the budget. Services are expected to manage these costs within the budgets allocated to them. 
The Employers Organisation, the national body which sets annual pay increases, has indicated that they will be applying a pay freeze in 2010/11 and this is reflected in our projection. 
2.5.2.2
Capital Financing Costs
The continued severe reduction in the level of income received from the sale of our surplus assets is set to continue in 2010/11 until developer confidence returns and offered values become more favourable. This income is used to support our capital investment and as a result we have had to increase our borrowing. We have assessed very carefully the affordability of this as it has to be serviced from the revenue budget and believe that it is both affordable and necessary if our regeneration plans are to be maintained. 

2.5.2.3
Investment in Services
The tightness of the governments funding and the level of budget pressures has limited the investment in services to those areas previously committed including the implementation of the Media City, the Building Schools for the future programme and the Greater Manchester Transport Fund. In addition the Area Based Grant will enable the continuation of investment in preventative measures to safeguard children which should lead to long term cost savings for children in care.

2.5.2.4
Service Pressures
The 2009/10 budget continues to provide for budget pressures identified during 2008/09, some of which relate to our historically volatile demand driven services such as the increased requirement to utilise outside placements for special needs children, the cost of independent special schools and care services for people with learning difficulties. In addition the economic downturn has resulted in a reduction in income in many areas, particularly in building control and planning fees, commercial rent income and land charges.
2.5.2.5
One-Off Funding Measures
The 2009/10 revenue budget relied on a number of one off proposals to balance the budget including the use of Local Public Service Agreement awards grant, Area Based grant and various excess funds and provisions. These needed to be added back to the base budget and effectively replaced with alternative savings and / or efficiency proposals in 2010/11.        

2.5.3
Setting a balanced budget
It can be seen that the initial projection of our budget requirement for 2010/11 was £236.0m, £15.4m in excess of available resources totalling £220.6m. To balance the budget the Council identified further efficiencies from our Think Efficiency programme and directorates were asked to identify new efficiencies within their budgets. 
2.5.3.1
Service Efficiencies

2.5.3.1.1
In 2008/09 we commissioned an independent ‘Think Efficiency’ review of our services to identify areas where efficiencies could be made. This delivered £2.4m of efficiencies in 2008/09 and a further £8.3m in service reductions in 2009/10. The programme relates to the following service areas and has identified an additional £5.4m in 2010/11. 
	Table 2.5.3.1.1: The Think Efficiency review areas

	Procurement
	To obtain best value in the provision of goods and services. This includes the actual identification and development of economies of scale as well as the provision of purchasing expertise to individual directorates. In particular this will review the way we manage our third party relationships.

	Customer services  
	The aims are to improve front line service access and choice for citizens and businesses, provide a better contact experience and deliver more efficient business processes and organisation structure enabled by ICT solutions. 

	Administration
	This involves the creation of a single administration function for the council run by a professional lead. This approach will create economies of scale; more flexibility to deal with peaks and troughs and provide change capacity. 

	Management structures 
	This work centres on the redesign of the management structure of the council .The council approved model reflects good practice in relation to tiers of management and spans of control. This will involve the loss of some managerial posts and subsequent re-structure of our services. 

	Common functions
	This will result in a one council approach in the way common functions throughout the council are carried out, including the democratic process, marketing, project management, strategy, policy and performance, transactional HR and finance, training and procurement. Common standards, methods, tools and skills will be a key feature aided by ICT solutions. Disparate teams throughout the council will be consolidated under one professional lead for economies of scale and operational efficiency.


2.5.3.1.2
The above mentioned efficiencies reduced our projected expenditure to £230.6m which was still £10.0m above the level of available resources. Directorates have identified a total of £6.9m of further efficiencies in other areas of their budgets. These together with the Think Efficiency proposals reduced our budget by £12.3m and were allocated as follows:
	Table 2.5.3.1.2: Service efficiency totals identified by directorates in 2010/11 and implications 2011/12

	
	
	2010/11
	2011/12

	
	
	£M
	£M

	Chief Executive
	
	0.062
	0.062

	Children’s Services
	
	1.069
	1.254

	Community, Health and Social care
	
	1.446
	1.849

	Customer and Support Services
	
	1.738
	1.531

	Environmental Services
	
	0.804
	0.679

	Sustainable Regeneration
	
	0.721
	1.012

	Cross cutting initiatives
	
	1.000
	1.000

	Non - Think Efficiency Savings
	
	6.840
	7.387

	
	
	
	

	Think Efficiency programme
	
	5.444
	5.444

	
	
	
	

	Totals
	
	12.284
	12.831


2.5.3.2 Use of Government grants



The Council identified £2.5m of one-off measures relating to the use of Government grants which could be used to support the revenue budget. This comprised the use of Local Public Service Agreement Performance Reward Grant £1.0m, Area Based Grant £1.0m and Local Authority Business Growth Incentive Scheme £0.5m.

2.5.3.3
Use of reserves
The net result of the above was that a contribution from reserves of £0.6m was required to deliver a balance budget totaling £220.6m. The 2009/10 projected service under-spend of £2.3m has provided excess reserves and allowed the Council to use £0.6m of these to support the 2010/11 budget. A balanced budget can therefore be set at £220.6m as summarised below:

	Table 2.5.3.3: How the Council reduced its continuation of service budget to a budget matching available resources.

	
	£M

	Continuation of service 
	236.0

	Less efficiencies:
· Think Efficiency programme

· Other Service efficiencies
	-5.4
-6.9

	Less one off use of Government grants
	-2.5

	
	221.2

	Less use of reserves

· Use of service underspend in 2009/10
	-0.6

	
	220.6


2.6
A summary of budget changes from 2009/10 to 2010/11
2.6.1
The Council has set its budget for 2010/11 at £220.6m, which is a 1.1% increase on last year’s budget. After allowing for changes to the Council Tax base (related to the number of properties in the bandings) this gives a 0% increase in the Council Tax. 

2.6.2
A summary of the major variations moving from the previous year’s budget to that approved for 2010/11 is given below: -

	Table 2.6.2: Summary of budget variations from 2009/10 to 2010/11

	
	£M
	£M
	Change %

	Revenue budget 2009/10 
	  
	218.3 
	  

	Add back the use of reserves used to support the 2008/09 revenue budget 
	  
	  2.9  
	  

	Adjusted revenue budget 2008/09 
	  
	221.2 
	  

	Inflation and other increases outside the direct control of the council 
	  
	  
	  

	· Pay awards 
	0.0 
	  
	  

	· Price increases 
	1.8 
	  
	  

	· Changes in pension contribution rate / increments 
	1.4 
	  
	  

	  
	  
	3.2 
	1.5 

	Service issues 
	  
	  
	  

	· Manchester Airport dividend reduction 
	0.3 
	  
	  

	· Children's services spending pressures - outside placements and independent special schools 
	0.7 
	  
	  

	· Income shortfalls - planning and building control fees, commercial rents, land charges etc 
	2.2 
	  
	  

	  
	  
	3.2 
	1.5 

	Investment in services 
	  
	  
	  

	· Greater Manchester Transport Fund 
	0.4 
	  
	  

	· Media City implementation  
	0.8 
	  
	  

	· Building Schools for the Future
	0.2 
	  
	  

	  
	  
	1.4
	0.6

	Government funding issues 
	  
	  
	  

	· Removal of one off use of Local Public Service Agreement awards
	 
	3.3  
	1.5  

	  
	  
	
	

	Efficiency savings 
	  
	  
	  

	· Think Efficiency programme - further implementation of proposals – net of one off savings 2009/10
	-5.4
	
	

	· new service efficiencies 
	-6.9
	
	

	
	  
	-12.3 
	-5.6 

	Financing adjustments 
	  
	  
	  

	· capital financing - increase in borrowing to support our capital investment in lieu of the reduction in capital receipts
	 
	        1.2  
	0.5

	  
	  
	
	

	Contribution from reserves 
	  
	-0.6 
	0.3 

	2010/11 Budget requirement 
	  
	220.6
	1.1 


2.7
The amounts to be allocated to services in 2010/11
2.7.1 The Council has approved a revenue budget of £220.6m in 2010/11. The amounts to be allocated to services are shown below together with a comparison with the latest estimated costs in 2009/10.

	Table 2.7.1: Comparison of amounts allocated to services 2010/11 and 2009/10

	Services
	Latest estimated costs 2009/10 
	Revenue budget 2010/11
	Variation (reduction) or increase in spend

	
	£M
	£M
	£M

	Chief Executive 
	14.0 
	13.8 
	-0.2

	Children's Services 
	53.3 
	52.9
	-0.4 

	Community Health & Social Care 
	73.0 
	72.5 
	-0.5 

	Customer & Support Services 
	11.1 
	11.1 
	0.0 

	Environmental Services 
	15.5 
	15.5
	0.0 

	Sustainable Regeneration
	27.9 
	28.2
	0.3 

	Levies and charges 
	25.7 
	27.6 
	1.9 

	Capital financing 
	23.7
	25.4 
	1.7 

	Inflation/contingency/centrally held items 
	-6.8 
	-7.3 
	-0.5 

	Net cost of services 
	237.4 
	239.7 
	2.3 

	Reversal of capital charges* 
	-18.5 
	-18.5 
	0.0 

	Contribution from General Fund Reserves 
	-0.6 
	-0.6 
	0.0 

	Budget requirement 
	218.3 
	220.6 
	2.3 


2.7.2
It can be seen that the approved budget requires a contribution from reserves of £0.6m. Details of how this contribution can be managed and the impact on the overall level of reserves are given below.

2.8
The level of the Council’s general reserves
2.8.1
Reserves are sums set aside to meet possible future costs where there is no certainty about whether or not the costs will actually be incurred. They provide the Council with a safeguard against any unforeseen circumstances. 

2.8.2
Section 25(1) (b) of the Local Government Act 2003, which came into effect in 2004/05, requires the chief financial officer to report to the authority on the adequacy of the proposed financial reserves and guidance from the Chartered Institute of Public Finance and Accountancy (CIPFA) who are the leading professional accounting body for public services is that local authorities, on the advice of their chief finance officers, should make their own judgment on a minimum level of reserves. CIPFA states that a well-managed authority with a prudent approach to budgeting should be able to operate with a relatively low level of general reserves. It also states that chief financial officers should take account of the strategic, operational and financial risks facing the authority.

2.8.3
A risk assessment has therefore been undertaken to establish what should be a minimum level of general reserves for Salford in respect of its General Fund (the services which relate to Council Tax). Details of this risk assessment are given below. Whilst the assessment is not an exact science, and views may differ on what constitute key financial risks and their evaluation, it indicates that the minimum level of general reserves during 2010/11 should be in the region of £8.0m and the desirable level is £11.5m. 
	Table 2.8.3:  Risk assessment used to calculate the required level of General Fund reserves for 2010/11

	Minimum
	Desirable
	Area of expenditure / Explanation of risk/Justification for Reserves



	£000s
	£000s
	

	500
	1,000
	Pay - Budget assumes no increase for all staff in 2010/11 and employers have refused to make a pay offer for this year in view of financial pressures upon local authorities looking ahead. The trades unions are seeking a 2.5% increase, given that the forecast for general inflation looking ahead is for it to begin to rise above the norm of 2%. Any settlement up to 0.5% higher than budget provision has been capable of being absorbed within existing budget allocations, so reserves would be needed for any higher cost outside this range.

Assessment :

Degree of Risk/Reserve Needed : Low £0.250m, Medium £0.5m, High £1m

Assessment of Likelihood of Risk Occurring : Medium
Minimum Reserve Needed : £0.500m 

	500
	1,000
	Prices - Budget assumes that price inflation can be managed by directorates within a zero cash-limited increase or specific inflation allowances. Higher allowances have been made for expected above-inflationary increases, such as 5% for utility bills and 6% for waste disposal and transport levies. The forecast for general inflation looking ahead is for it to begin to rise above the norm of 2%. The scope for other price increases having an impact is therefore higher than recent years, with most risk likely to be around utility prices and the care services sector. 
Assessment :

Degree of Risk/Reserve Needed : Low £0.250m, Medium £0.5m, High £1m

Assessment of Likelihood of Risk Occurring : Medium
Minimum Reserve Needed : £0.500m 

	1,500
	1,500
	Adult Social Care - Experience from previous budgets and nationally demonstrates that key areas of service provision to adults and the elderly can come under pressure from increasing demand for those services. Pooled budgets with the PCT limit the scope to reallocate resources between budget heads, although they do help to share any burden of additional cost. There is now growing pressure upon care for adults with learning difficulties as a consequence of longer life expectancy and children in care with such difficulties transferring to the adult service. The elderly care service has showed signs that demand is under control although dementia cases are increasing. Free personal care at home for the elderly will be introduced from 1st October 2010 and it is widely predicted that Government funding will be insufficient. For this reason, the risk is now considered to be greater than previous years.

Assessment :

Degree of Risk/Reserve Needed : Low £0.5m, Medium £1m, High £1.5m

Assessment of Likelihood of Risk Occurring : High

Minimum Reserve Needed : £1.5m 

	500
	1,000
	Planning / Land Charges Income - Adverse housing market conditions have caused planning and land search applications to reduce considerably and this has been recognised by providing additional budget in 2009/10 and 2010/11. However, there is a risk that with a prolonged recession and downturn in the housing market these applications could reduce further and so reduce income to the Council. 

Assessment :

Degree of Risk/Reserve Needed : Low £0.250m, Medium £0.5m, High £1m

Assessment of Likelihood of Risk Occurring : Medium

Minimum Reserve Needed : £0.5m 

	1,500

	1,500

	Children in Care - There is a continual risk that demand pressures from a potential increase in the number and cost of child care placements will exceed budget provision despite current budget provision being based on known commitments and forecast trends. The 2009/10 budget was increased by £1.8m and the 2010/11 budget includes a further £0.7m to recognise the growing demands that have occurred in recent years. Also, there is an invest to save proposal to spend £1.3m to be funded from Area Based Grant aims to secure long-term reductions in the number of children in care and so reduce expenditure. Nevertheless, there remains a high risk, fuelled by high profile failures nationally, that further demand may still cause the increased budget to be exceeded.  

Assessment :

Degree of Risk/Reserve Needed : Low £0.5m, Medium £1m, High £1.5m

	500
	1,000
	Children - Special Educational Needs transport - There is a continual risk of demand pressures from a potential increase in the number of special needs children requiring transport provision. Additional funding has been provided in recent years and the base budget for 2010/11 has again been increased, but demographic pressures on the service continue, and there remains a risk that the budget may be exceeded.  

Assessment :

Degree of Risk/Reserve Needed : Low £0.250m, Medium £0.5m, High £1m

Assessment of Likelihood of Risk Occurring : Medium

Minimum Reserve Needed : £0.5m 

	2,000
	3,000
	Non achievement of savings - The Think Efficiency programme is now entering its third year of delivery and the annual cumulative saving required will be over £16m in 2010/11. In addition, a further £3m of cross-cutting efficiencies and £5.840m are required from other service areas. Whilst it is envisaged that these efficiency proposals are capable of being delivered on time and that directorates have the capacity and flexibility to meet any shortfall from within their own allocations, there remains a significant risk of some savings not being delivered on time and compensating savings not being found. The risk is considered to be no less than previously because of the challenging targets.
Assessment:

Degree of Risk/Reserve Needed : Low £1m, Medium £2m, High £3m

Assessment of Likelihood of Risk Occurring : Medium

Minimum Reserve Needed : £2m 

	1,000
	1,500
	Other unforeseen expenditure or income shortfall - There is a risk that unexpected events may occur which require expenditure to be incurred or income to be foregone, which have not been budgeted for. In this regard, CIPFA recommend that sufficient contingency is kept to meet emergencies that are not covered by other means such as insurance, e.g. this winter’s adverse weather conditions is a typical example and flood damage has become an increasing risk.
Assessment :

Degree of Risk/Reserve Needed : Low £0.5m, Medium £1m, High £1.5m

Assessment of Likelihood of Risk Occurring : Medium

Minimum Reserve Needed : £1m 

	8,000
	11,500
	


2.8.4

2009/10 budget performance
The level of our general reserves at 31st March 2009 was £9.8 million and allowed for a planned use of reserves in 2009/10 of £2.9 million, this comprised a £1.6 million pay back as the first year of a two year plan to replenish the £3.3 million use of reserves used to support the 2008/09 revenue budget and £4.5 million to be used in general support of the 2009/10 revenue budget.

The 2009/10 projected outturn figures revealed a net under-spending of £2.3 million on the revenue budget which would increase reserves to £9.2 million at 31st March 2010. The position can be summarised as follows:
	Table 2.8.4: Movement in reserves in 2009/10

	
	£M
	£M

	Actual reserves as at 31st March 2009
	
	9.8

	Planned use in 2009/10 
	
	

	· Add : 1st pay back of the planned use of reserves to support the 2008/09 revenue budget
	1.6
	

	· Less : General support to the revenue budget
	-4.5
	

	
	
	-2.9

	Add projected underspend 2009/10
	
	2.3

	
	
	

	Projection of reserves 31st March 2010
	
	9.2


2.8.5

2009/10 proposed use of reserves
2.8.5.1
The council was determined to balance the budget in 2010/11 by identifying efficiencies to avoid any cuts in service, without compromising the level of general reserves whilst minimising any increase in the level of council tax.  The 2009/10 underspend gave us the flexibility to utilise reserves to support the 2010/11 revenue budget whilst still keeping to the planned level of reserves. The impact on the overall level of reserves held is as follows:-
	Table 2.8.5: Summary of the Council’s estimated reserves for unforeseen circumstances 2010/11

	
	£M
	£M

	Projection of reserves 31st March 2010
	
	9.2

	
	
	

	Planned use in 2010/11
	
	

	· Add final ‘pay back’ of the planned use of reserves to support the 2008/09 revenue budget
	1.6  
	

	· Less allowed contribution to bring level of reserves to the planned level as per the budget strategy
	-2.2  
	

	
	
	

	Net contribution from reserves 2010/11 
	  
	-0.6 

	
	
	

	Estimated reserves as at 31st March 2011 
	  
	8.6 


2.8.5.2
The budgeted level of reserves as at 31st March 2011 of £8.6m is above the minimum level of reserves that should be held for the key financial risks facing the council as given in the risk assessment. 

2.8.5.3
The strategy for the use of reserves is that the amount held must not fall below the minimum level and plan for a phased increase towards the desirable level over future years. The table shown above indicates that the projected level of reserves meets this criteria and illustrates how this strategy can be managed without reducing reserves to a vulnerable level and over-burdening any one year’s budget with an excessive contribution to reserves.

2.9

Budget consultation 2010/11
2.9.1
The budget consultation process for the 2010/11 budget has comprised a number of elements with the aim of attracting an increased number of responses from a reasonable cross-section of the population of the city, including:-

· Big listening consultation group.

· Budget consultation database (including members of the various community committees) 

· Article and questionnaire published in the December issue of LIFE in Salford

· Questionnaires in libraries and public buildings

· Article published in Age Concern’s December newsletter 

· Budget debate broadcast on Salford City Radio (94.4 FM)

· Salford City Council website 
2.9.2

Big Listening

This included a number of questions in relation to the budget priorities and the level of council tax. The survey was issued to 7,000 residents at random and 1,331 questionnaires were completed, a response rate of 19%.  The questions and together with the highest rated responses are shown below:

Which services would you like to see more money spent on?

· Maintenance of roads and pavements 
· Crime and community safety

· Health and social care 

This selection confirms the results of similar surveys over the last four years where the same services have been selected as the highest priorities for additional spending.

Which services would you like to see less money spent on?

1. Libraries, museums and art galleries

2. Recycling

3. Housing services

Overall how satisfied or dissatisfied are you with the services provided by Salford City Council?

1. Fairly satisfied

2. Neither satisfied or dissatisfied

3. Fairly dissatisfied

Other statements together with the highest rated responses are shown below:

· 40% of respondents are either very or fairly satisfied with council services. This is down from 52% in 2009/10.
· 32% of respondents wanted the Council tax to remain at the current level with some reduction in the level of service. 

· 29% of respondents disagreed with the statement that the council provides good value for money.

· 34% neither agreed nor disagreed with the statement that the council provides better value for money compared to a year ago.

· 25% disagreed that the council has its level of council tax about right.
2.9.3

Life in Salford magazine
An article and questionnaire inviting the views of the public on how the Council allocates its budget was included in the December issue of Life in Salford. A total of 61 responses were received, mainly through the Council’s website. These replies identified the highest priority services as highways, children’s services and adult social care. A wide range of issues and concerns were submitted which included:

Highways 

· The number of pot holes 

· Damaged roads

· Roads and pavements in disrepair 

· Ban parking on kerbs and pavements 

· Make companies who dig up roads accountable

· Traffic control

· All gulley’s should be rodded to prevent flooding 

· Replace lights in road signs

· Remove old road signs

Other issues

· Dog fouling 

· Litter prevention 

· Graffiti 

· Street cleaning

· Refuse collection

· Anti-social behaviour

· Crime

· Drinking on the streets

· More police / community police officer patrols

Other improvement proposals

· Invest money in parks and green areas including new facilities, wardens, rangers and activities for children 

· All arts  and leisure services including sporting activities being free to children 

· Leisure services to be self funding 

· Improve leisure facilities – more to be spent on theatres, libraries and museums 

· Youth leisure facilities

· Additional staff to collect charges due to the Council

· More front line staff

· Ensuring housing meets minimum acceptable standards

· Support adults to develop skills

· Fuel poverty in Salix tower blocks

· Improve access to services for working carers

· Improve local shopping centres

· Encourage small independent businesses

· More money to neighbourhood teams

· Neighbourhood development

· Statutory duties within Children’s Services


Also areas where costs could be reduced

· Reduce number of councillors and senior officers

· Reduce number of council buildings

· Reduce paperwork

· Spend less on marketing, project managers and partnership officers

· Less money in benefits to non working families

· Spend less on wasteful administration costs

· Less money on adult social care

· Less money asking questions because people do not want to answer them

· Don’t waste money on fancy calendars

· Conferences and trips abroad to be avoided unless paid for by the candidate

2.9.4
Budget ‘Radio’ Debate
A budget debate was broadcast on Salford City Radio (94.4 FM) on Thursday 21st January 2010. A wide range of questions relating to the Council’s finances were put by the radio presenter to a panel made up of Councillors Hinds, Cheetham and Owen. The programme is now available as a podcast on the radio station’s website at www.salfordcityradio.org .

2.9.5
Other forums
Questionnaires were made available at Gateways and other libraries and an article was published in Age Concern’s December newsletter to invite the views of older people.

2.9.6
Budget Scrutiny Committee commented on the structure and format of the budget consultation process leading up to the 2010/11 budget. A report on the results of the Big Listening survey was considered at the meeting of Budget Scrutiny Committee on 2nd December 2009 with a further update on 13th January 2010.

 2.10

Where the Council spends its budget
2.10.1
The City Council’s net expenditure or budget requirement as it is commonly referred to represents the cost of our services after taking into account the income generated from charges made to service users and various grants including those received from the government to fund specific services or initiatives.  Chart 2.10 shows in broad terms the services that comprise the Council’s budget requirement:
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2.10.2
A detailed analysis of the budget relating to the above services is given in Section 6 of this booklet. 
2.11

How the Council’s budget is funded
2.11.1 The City Council’s gross costs are partially offset by service income including fees and charges made for the provision of our services, government grants and other grants specific to services. These specific grants include the Dedicated Schools Grant providing funding for schools. 
2.11.2 The total net cost of the Council after taking account of service income is commonly known as the budget requirement. This requirement is funded from two main sources, (1) the Government via its revenue support grant and the redistribution of income collected from business rates and (2) Council Tax payers via the Council Tax charge levied by the Council. Chart 2.11 shows how much we will receive from each of these sources in 2010/11.
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2.11.3
The table below gives details of the comparable figures for 2009/10 and 2010/11.

	Table 2.11.3: How the Council’s budget requirement is funded

	Amount in 2009/10
	
	Amount in 2010/11

	£M
	
	£M 

	218.3
	Net cost of services or budget requirement of Salford City Council 
	220.6

	
	
	

	
	Funded by: -
	

	
	Formula grant allowance from central Government
	

	-24.0
	 Government revenue support grant
	-16.5

	-104.0
	 Redistributed non domestic rates (business rates)
	-113.7

	-90.3
	 Council Taxpayers
	-90.4

	-218.3
	
	-220.6


2.12
Service priorities 2010/11
2.12.1
The approved budget is designed to provide the financial support required for services to achieve their priorities. Details of these priorities for each directorate for 2010/11 in relation to the Council’s pledges are shown below.

2010/11 Plans against the pledges
Pledge 1 – Improving Health IN Salford

Children’s Services

· Increase the number of children and young people leading healthy and safe lifestyles through reducing teenage conceptions, reducing alcohol and drugs misuse, further improving services for emotional and health wellbeing and Increasing the number of ‘healthy schools’.

Community Health and Social Care

· Continue to extend opportunities for older people to stay active and healthy.

· Continue to provide home care support and community support to more than 4,000 people to help them to live independently in their own homes.

· Implement Personalisation, giving self-directed support to 30% of people receiving community services and carers receiving a specific carers service to arrange their own care to maintain their independence and continue to live in the community.

· Promote the take-up of Direct Payments and Personal Budgets.

· Provide support to people to live in appropriate residential or nursing homes, where such provision meets their need.

· To deliver 96% of equipment to help people live at home within 7 days.

· Promote sport, leisure, physical and arts activities to enable and encourage more people, particularly children young people and older people, to participate regularly in activities that benefit their physical and mental health and wellbeing.

· Continue work to improve and invest in cultural and leisure facilities in the city, including the Gateway centres in partnership with health agencies, to increase participation across all age groups.

· Implement the Healthy Weight Strategy along with partners and the community.
· Continue to work with key partners and the community to reduce health inequalities.
Customer and Support Services

· Continue to develop Gateway Centres in partnership with the PCT. 

Environment

· Continue to promote healthy eating by developing a Healthy Weight / Nutrition strategy with Salford PCT targeted at nurseries, promoting healthy choices in catering and offering healthy meals in schools.

· Complete mercury abatement capital works at Agecroft crematorium to meet target completion date and statutory requirements.

· Further deliver education and enforcement activities regarding underage sales of alcohol and tobacco.

· Promote greater recreational use of linear walkways, local nature routes and open green space and offer opportunities for exercise through the facilities and activities offered in parks, such as green gyms and health walks.

· Continue to promote health and safety in the workplace through support to businesses to maintain smoke-free workplaces and vehicles, participating in the HSE “fit 3” campaign and making 1,200 food and 800 health and safety inspections.
· Continue to provide a service for the eradication of public health pests including over 3,000 rat and 1,500 mice investigations.
Pledge 2 – Reducing Crime IN Salford

Children’s Services

· Further reduce first time entrants into the youth justice system.

Customer and Support Services

· Continue all forms of customer profiling that support making Salford safe.

Environment

· Provide co-ordinated enforcement of legislation in licensed premises and in all areas of trading activity so as to protect the community against malpractice and hazard.

· Further reduce fly-tipping, graffiti and environmental crime.

· Work with the Community Safety Unit to reduce anti-social behaviour and nuisance.

· Continue enforcement activities against rogue traders and counterfeiters.

· Further enhanced security measures within our cemeteries and parks.

· Continue to provide activities for youth in the city’s parks and open spaces particularly during school holidays.

Pledge 3 – Encouraging Learning, Leisure and Creativity IN Salford

Children’s Services

· Operate a successful extended schools programme.

· Lead the development of a revised partnership for early years.

· No school to be in an Ofsted category.

· Agree the future structural organisation of schools.

· Improve literacy and numeracy.

· Continue to improve achievements at primary and secondary level.

Community Health and Social Care

· To create and develop the Strategic Culture and Sport Alliance for Salford. 

Environment

· Facilitate educational visits and partnerships with schools for Ecology/Heritage trail.

· Provide up to 6 more play grounds and challenging play opportunities as part of Year 2 of the National Playbuilder Programme.

· Subject to successful funding bids, further develop the Wet Earth Colliery at Clifton Country Park, by improving heritage events and improving physical remains.

· Deliver the Parks for People programme to improve recreational and leisure opportunities, with particular emphasis on Ordsall Park.

Pledge 4 – Investing in Young People IN Salford 

Children’s Services

· Further embed a partnership approach to safeguarding.

· Maintain an appropriate number of Looked After Children through improved locality based multi-disciplinary early intervention services.

· All children’s homes are rated good or better.

· Strive to avoid service case reviews by learning lessons from previous reviews. 

Community Health and Social Care

· Promote opportunities and continue to invest in facilities for young people to participate in arts, heritage, libraries and sport and leisure activities.

· Continue work with partners to implement the Salford Youth Dance Strategy.
Customer and Support Services

· In partnership with SCL to develop the Gateway Centres to encourage evening activities that are attractive to younger people.   

Environment

· Work with partners to deliver successful apprenticeship programmes.

· Continue to work with schools to promote nutrition, environmental awareness and parks event programmes.

· Delivery of the scheduled Future Job Fund programme within the directorate.

Pledge 5 – Promoting Inclusion IN Salford  

Children’s Services

· Further develop involved and targeted youth services.

· Further develop a workforce committed to the principles of equality and diversity and how these impact on their work and practice.

· Improve outcomes for looked after children and young people with learning difficulties and disabilities.

· Reduce exclusions from schools.

Community Health and Social Care

· Implement the findings of “Building Better Neighbourhoods”. Develop neighbourhood working and the Greater Manchester Life Chances pilot.

Customer and Support Services

· Roll out the E-benefits solution in order to speed up the process of applying for benefit whilst at the same time making it easier for customers to apply.  

Environment

· Continue to promote Friends of Parks and cemeteries groups.

· Protecting migrant workers through targeted Environmental Health inspections.
· Develop a network of community allotments and options for self-management of allotments in partnership with the PCT and Salix Homes.

Pledge 6 – Creating Prosperity IN Salford 

Chief Executive

· Continue to secure local benefit from Media City construction.

Children’s Services

· Further reduce NEET.

Community Health and Social Care

· Reduce health inequalities by achievement of additional Benefits for Salford people and promotion of take-up of Benefits for those aged 60+.

· Maximise opportunities in employment for people with community care needs.
Customer and Support Services

· Continue to develop customer profiles to help customers maximise benefit take-up and improve their financial circumstances. 
Environment

· Continue to regulate Salford’s economy to protect and advise businesses and residents.
Sustainable Regeneration

· Deliver the Salford Economic Development Plan.

· Increase the new business start-ups rate and capitalise on Salford's position within Greater Manchester for emerging from the recession.

· Host the 3rd annual Salford Business Awards event.

· Support Media City business and inward investment workstreams.

· Conclude shop front improvements at Liverpool Road, Eccles.

· Deliver Town Centre action plans.

· Progress the Salford Community Stadium proposal to commence construction.

· Conclude the sale and management arrangements for the Salford University Business Park and Salford Innovation Forum.

Pledge 7 – Enhancing Life IN Salford  

Children’s Services

· Enable all young care leavers to start adult life well.

Community Health and Social Care

· Ensure all adults who need it have access to safeguarding processes developed with partners from other public agencies.
Customer and Support Services

· Support the development of customer profiling and spatial data mapping.
· Continue to develop the Tell Us Once approach to dealing with customer enquiries.
· Continued development of partnership working with key organisations such as PCT, DWP and Job Centre plus, including development of the Gateway centres as the key customer outlets for both the Council and the PCT. 
Environment

· To provide a weekly refuse collection and recycling service to over 100,000 households, and a fortnightly green waste recycling service to 45,000 households. 

· To provide a 3-weekly sweeping schedule to all residential areas, a weekly  sweeping schedule for all main arterial routes and a daily sweeping and litter bin emptying to high profile locations e.g. shop and school frontages.

· To continue with our programme of floral bedding schemes and biodiversity in parks and open spaces, and support to local communities with their “In Bloom” initiatives.

· Continue investment in the venues at Buile Hill Park Hall and Worsley Court House to further enhance their suitability for residents and Council usage.

Sustainable Regeneration

· Progression of the City's Core Strategy.

· Deliver Carbon Management Programme to reduce emissions and deliver savings.

· Deliver the Street Lighting PFI outline business case.

· Deliver the Salford West Framework plans, including finalisation of the Bridgewater Canal Corridor masterplan, and commencing delivery.

Supporting All Pledges

Community Health and Social Care

· All neighbourhood management activity to support the delivery of pledges across the board.
Customer and Support Services

· Continue to provide cost effective back office support to front-line services.
· Continue to ensure the delivery of efficiencies and value for money from all services.
2.13
Future prospects
2.13.1
Revenue budget prospects
2.13.1.1 Introduction
It has been normal practice over recent years to include a projection of spending requirements and available resource to indicate potential funding gaps for future years that will need to be bridged by efficiencies and other measures.

In view of the difficult times ahead and the uncertainties that they will create, a review of future budget prospects will need to be undertaken following the election of the next Government and therefore it is not proposed to produce a forward projection in this booklet but to provide a commentary on the matters that will need to be considered in future budget planning.

2.13.1.2
Future Prospects for Public Sector Expenditure

The global financial crisis and resulting economic downturn have made reductions in UK public spending inevitable. Leaders of all of the major political parties have acknowledged that cuts are unavoidable and as a consequence it is clear that the forthcoming General Election will be fought in large part on the question of how reductions should be achieved and where they should fall.

According to the latest Government figures, *Total Managed Expenditure (TME) is likely to rise to 48% of *Gross Domestic Product in the current year, 2009/10, a level last seen in the 1970s. At the same time receipts from tax proceeds are expected to fall to levels last seen in the recession of the early 1990s.


The impact on public borrowing is forecast to be very significant. Annual borrowing which in previous recessions has tended to peak at 7% or 8% of GDP is expected to grow to 12.6% (£178bn) in 2009. As a consequence *public sector net debt is predicted by the Treasury to rise to 77.7% (£1,379bn) of national income in 2013-14. The Government’s current forecasts infer a strategy to return annual borrowing to more conventional levels by 2017-18. On the extrapolation produced by the Institute for Fiscal Studies this would in turn bring aggregate net debt back down to pre-crisis levels by the early 2030s. 

To achieve this rebalancing of the public finances a judicious mixture of tax increases and spending reductions will be required.
Different politicians will take different views about the timing and intensity of cuts. After the General Election, Government may take the view that the greater part of the pain of rebalancing the public finances should be taken sooner rather than later. Instead of planning a relatively constant level of cuts over seven or eight years Government may consciously plan for deeper cuts within a single Parliament. 

All this may be at a time when spending pressures may be present, e.g. interest rates may rise adding significantly to the cost of funding Government debt, benefit costs may be high through high unemployment, and inflation may be on the rise.


SOLACE (the Society of Local Authority Chief Executives) and CIPFA have identified two potential scenarios that they recommend local authorities should be starting to examine and plan for:-

· a 7.5% (real terms) cut in current public spending over the next three year spending round, 2011-14 (with the likelihood of cuts of a similar scale in the following spending round, 2014-17, as well) ;

· a 15% (real terms) cut in current public spending over the next three year spending round, 2011-14 (with the possibility of further, probably less severe, cuts in the following spending round, 2014-17).

Note


 * Total Managed Expenditure – describes all forms of expenditure made by central government, local authorities and public enterprises. This includes in particular spending on social services and benefits, health provision, transport, education, defence, debt interest, housing, judicial and protective services and employment.
*Gross Domestic Product – is a basic measure of a country’s overall economic output. The total market value of all final goods and services produced in a country in a given year, equal to total consumer consumption, gross investment and government spending, plus the value of exports, minus the value of imports.


*Public Sector Net Debt -This is statistic most widely used for stating how much the public sector (central, local government and corporations) owe to the private sector. 

*National Income - The total net value of all goods and services produced within a nation over a specified period of time, representing the sum of wages, profits, rents, interest, and pension payments to residents of the nation.

2.13.1.3
Year Formula Grant Settlement

The first 3-year RSG settlement made in 2008/09 covered the period to 2010/11. This has brought more stability and predictability into local government funding, has facilitated better longer-term planning and is therefore welcome in principle. 

This 3-year grant settlement has been increasingly tight as it has progressed, with the final year, 2010/11, being only a 1.8% grant increase for Salford, and has meant that there have been some difficult challenges.

The next 3-year settlement will follow the next Comprehensive Spending Review under a new Government and prospects are for an even tighter settlement.

In view of this expectation of a tighter grant regime the assumed increase in Formula Grant for 2011/12 is for it to be no better than a cash standstill under a best case scenario and a 5% reduction under a worst case scenario, after allowing for inflation.

It has also been speculated that any grant cutbacks may fall more heavily on specific rather than general grants, with Area Based Grant being a particular target.

2.13.1.4
Council Tax Revenue
The current economic climate has required a downgrading of the estimate of new dwellings that will come into Council Tax and it is unlikely that this will materially improve in the immediate future, although prospects further ahead are brighter in view of some major outline planning approvals given recently.

Future revenue planning will therefore need to scrutinise closely the following factors:-

· Future projections for new dwellings that will come into Council Tax ;

· The tax base composition, and the legitimacy of discounts and allowances ;

· The level of Council Tax collection performance ;

· The level of annual increase in the Council Tax levy for the next 3 years.

2.13.1.5
Future Spending Plans
The medium-term financial forecast will need to be updated to take account of changes in circumstances with regard needing to be given in particular to:-

· Inflation and other economic factors – changes to pay and price inflation forecasts and other external factors, e.g. interest rates ;

· Growth – the desire to invest in the improvement of priority services ;

· New efficiencies – building upon the foundations laid by the Think Efficiency programme, and looking to new efficiencies and service re-design that will deliver savings whilst improving performance and service delivery ;
· Capital funding – the ability to continue to fund unsupported borrowing at current levels (see paragraph 2.13.2 below).
It may be necessary to consider some radical changes to continue to deliver services that residents expect within less resource over the coming years. 

Through the work of the Budget and Efficiency Cabinet Working Group, these matters will be addressed in rolling forward the medium-term financial strategy.

2.13.2 Capital Investment Strategy 2011 to 2013/14
The impact of the recession upon land values and consequently the resource available from capital receipts to supplement external resource for capital investment has meant that there has been reliance on the use of unsupported borrowing as substitute funding for capital receipts. 

Over the 3 years to 2010/11 some £100m of unsupported borrowing will have been used to support the capital programme that needs to be funded from the revenue budget, and has therefore reached the cap set three years ago.  The forecast is for interest rates to begin to rise later this year and into 2011 and 2012. This will make the cost of this borrowing more expensive and the ability to continue this strategy doubtful, at least on the same scale.

It will therefore be necessary through Budget and Efficiency Group to review the capital funding strategy for future years and in particular:-

· review the use of unsupported borrowing to ensure that any continued use as a temporary replacement for capital receipts falls within the parameters established for its use and that it is affordable in revenue terms ;

· review the assets owned by the Council to determine those assets that can be released for disposal in order to maximise the availability of usable capital receipts, bearing in mind current economic conditions ;
· review and update directorate and portfolio capital investment strategies in line with strategic priorities to develop a corporate capital investment strategy through to 2013/14 ;

· Identifies a basis for determining corporate priorities that can be funded, and the means of funding them, bearing in mind the impact of the current economic climate upon the ability to generate usable capital receipts that represent good value.
Section 3: The Council Tax level 2010/11
3.1

The amount to be collected from Council Tax
3.1.1
It can be seen that the net cost of the City Council’s services in 2010/11 is £220.6m.  To calculate how much Council Tax we need to pay for these services we have to take account of:

· the amount to be received from central government by way of revenue support grant and the redistribution of business rate income.
· the cost of the precepts in respect of Greater Manchester Police, and Fire and Civil Defence authorities.
· any surplus or deficit on the collection fund relating to the collection of Council Tax in earlier years.

The position is summarised below: -

	Table 3.1: How the total Council Tax requirement is calculated

	2009/10
	Details
	2010/11
	Change 

	£M
	
	£M
	%

	218.311
	City Council’s revenue budget 
	220.618
	1.1

	
	
	
	

	
	Less Formula Grant allowance from central Government
	
	

	-103.967
	· Redistributed non-domestic rates
	-113.718
	

	-23.997
	· Revenue support grant
	-16.513
	

	-127.964
	Total Formula Grant
	-130.231
	1.8

	
	
	
	

	 0.000
	Add any surplus/deficit on the collection fund relating to the collection of Council Tax in earlier years
	 0.000
	 

	
	
	
	

	90.347
	Salford City Council - Council Tax requirement
	90.387
	0.0

	
	
	
	

	9.146
3.499  
	 Add the precepting authorities’ Council Tax requirement:

· GM Police Authority

· GM Fire and Civil Defence Authority
	9.836
3.588  
	7.5
2.5  

	
	
	
	

	102.992
	Total net expenditure to be met from Council Taxpayers
	103.811
	0.8


3.1.2
The total net expenditure is apportioned to Council Taxpayers on a property value basis by reference to the Council Tax base. 

3.2

The Council Tax base
3.2.1
The Council Tax base is used to calculate how much each property will be charged to cover the total revenue required by the City Council and the precepting authorities.  The total net revenue of £103.811m is divided by the Council Tax base to give the amount to be paid by individual households.  The Council Tax base is calculated in line with Government regulations and the main points are given below.

3.2.2
Council Tax requires that all domestic properties in Salford be placed in one of nine valuation bands.  The Government has determined that the Council Tax level for each of the bands is assessed as a proportion of the tax rate for a band D property.

3.2.3
Each year the Council must estimate the equivalent number of Band D properties, after allowing for discounts, exemptions, losses on collect etc.  For 2010/11, the calculation was as follows: -

	Table 3.2: How the Council Tax base is calculated

	Property valuation
	Number of chargeable dwellings
	No. of band D equivalent properties

	Band
	Range of values £
	Gross
	Less discounts
	Net
	Propor-tion to band D
	

	 A - 
	Up to & including 40,000 but subject to disabled reduction
	123
	(7) 
	116 
	5/9 
	64

	A
	Up to and including 40,000
	55,241 
	(8,968) 
	46,273 
	6/9 
	30,849 

	B
	40,001 – 52,000
	20,626 
	(2,325) 
	18,301 
	7/9 
	14,234 

	C
	52,001 – 68,000
	14,208 
	(1,269) 
	12,939 
	8/9 
	11,501

	D
	68,001 – 88,000
	6,673
	(527) 
	6,146
	1 
	6,146 

	E
	88,001 - 120,000
	3,149 
	(206) 
	2,943
	11/9 
	3,597 

	F
	120,001 - 160,000
	1,311 
	(81) 
	1,230 
	13/9 
	1,777 

	G
	160,001 - 320,000
	803 
	(58) 
	745 
	15/9 
	1,242 

	H
	More than 320,000
	75 
	(10) 
	65 
	18/9 
	130 

	
	
	102,209 
	(13,451) 
	88,758
	  
	69,540

	
	Multiplied by the assumed collection rate
	
	 98% 

	
	Estimated Council Tax base 2010/11
	
	68,149


3.2.4 The Council Tax base for 2010/11 of 68,149 band D equivalent properties represents an increase of 30 dwellings on the base for 2009/10. This reflects the slowing in house building activity and that far fewer occupied new dwellings are expected to come into Council Tax in 2010/11 than in recent years.
3.3

The cost to the Council Taxpayer

3.3.1
As can be seen the total net expenditure to be met from Council Taxpayers is £103.811m.  This is called the Council Tax requirement, which is then divided by the Council Tax base to give the amount to be paid by individual households.  A summary of the calculation is shown below: -

	Table 3.3.1: Details of the Council Tax Levy.  

	2009/10
	Details
	2010/11
	Year on Year Variation

	 
	
	
	%

	£102.992m
	Total net expenditure to be met from Council Taxpayers
	£103.811m
	0.8 

	 68,119
	Divided by: Council Tax base - Band D (2 person equivalent) properties as adjusted for assumed collection rate 
	 68,149
	  0.0

	1,511.94
	Gives:  Band D equivalent Council Tax  
	1,523.29
	0.8

	
	
	
	

	
	Total Band D equivalent Council Tax allocated as follows: -
	
	

	£
	
	£
	

	1,326.31
	Salford City Council
	1,326.31
	0.0

	134.26
	Greater Manchester Police Authority
	144.33
	7.5

	51.37
	Greater Manchester Fire & Civil Defence Authority
	52.65
	2.5

	1,511.94
	
	1,523.29
	0.8


3.3.2
The table above shows that the Council Tax level for 2010/11 of £1,523.29 represents a 0.8% increase on the preceding year.  Details of the comparative Council Tax levels for households in each valuation band are given below: -

	Table 3.3.2: The Council Tax level for the various property bandings

	Comparative Council Tax levels

	Property valuation band
	Council Tax level

	
	2009/10
	2010/11

	
	£
	£

	A minus

A 

B 

C 

D

E

F

G

H
	839.97

1,007.96

1,175.95

1,343.95

1,511.94

1,847.93

2,183.91

2,519.90

3,023.88
	846.27
1,015.53

1,184.78
1,354.04
1,523.29
1,861.80
2,200.31
2,538.82

3,046.58


Section 4: The Housing Revenue Account

4.1
Background

4.1.1
From 1 April 1990 it became a statutory requirement for local authorities to maintain a separate ‘ring-fenced’ account, known as the Housing Revenue Account (HRA) which sets out the expenditure and income relating to the provision, supervision and management of council housing, flats and accommodation.

4.1.2
Under the ‘ring-fencing’ arrangements the council cannot call upon the general fund or council tax related services to subsidise any losses that may be incurred by the HRA. Therefore, the costs of this service do not have any impact on the council tax you pay.

4.2
Housing Strategy

4.2.1
The council operates a housing strategy with the purpose of presenting a comprehensive picture of local housing needs, resources, options, aims and action plans for housing. The strategy, covering the period 2008-2011 is named ‘Shaping our place’ and confirms our plans for housing in that period. It considers all types of housing in the city - social rented, private rented, owner-occupied, general needs and housing with support. It identifies the current situation and looks at ways we can make Salford a better place to live. We have ambitious plans for housing in Salford; 'Shaping our place' will pull all these ideas together and set out how we will deliver them.

4.3
Decent Homes Standard 

4.3.1
This reflects the Governments vision to ensure that all homes are up to the Decent Homes Standard, defined as warm, weatherproof and having reasonably modern facilities. This vision is shared by the council and forms an integral part of our housing strategy.

4.3.2
The council has produced and continues to develop a Decent Homes Investment Strategy which has taken into account the opinions and aspirations of our tenants. The plans provide for the use of a variety of our investment options, which provide for different solutions for the various parts of the city.

4.3.3
Salix Homes an arms length management company manages and maintains our council housing stock in central Salford.

4.3.4
For Pendleton the implementation of a Private Finance Initiative project is ongoing whereby the council will enter into a long term contract with a private sector consortium that will be responsible to ensure that the council housing stock complies with the Decent Homes Standard. 

4.3.5
The housing stock in west Salford was transferred in October 2008 to City West Housing Trust, a new, not for profit housing company. 
4.4
The 2009/10 and 2010/11 revenue budget

4.4.1
The original approved budget for 2009/10 provided for gross expenditure of £37.2 million, funded by matching income from rents, charges and subsidy. At that time it was assumed that there would be no contribution from reserves and this would leave a balance on reserves of £0.362 million.

4.4.2
The 2008/09 outturn produced favourable results mainly because of higher rental income from lettings, interest receivable, council tax reductions due to the stock transfer and adjustments to housing subsidy from the Government. This increased the actual level of reserves to £1.22 million. 

4.4.3
The 2009/10 outturn position is in line with budget projections and therefore will not require any support from reserves. The gross expenditure estimate has increased to £41.7 million reflecting an increase in spend from the Major Repairs Allowance matched by an increase in Government grant via the housing subsidy arrangements. This is explained under the heading of Major Repairs Allowance below.

4.4.4
The 2010/11 budget provides for gross expenditure of £36.4 million reflecting the reduced expenditure relating to the use of the Major Repairs Allowance in 2009/10. The budget provides for a small contribution to reserves of £0.3 million. 

4.4.5
A financial summary is given in the table below. This includes the latest estimated costs for 2009/10 and the budget for 2010/11. 
	Table 4.4.5: Financial summary of the Housing Revenue Account 2009/10 and 2010/11 

	
	2009/10 latest forecast
	2010/11 budget

	
	£M
	£M

	Strategy
	0.6
	0.6

	Private Finance Initiative costs 
	1.0 
	1.0 

	Salix management fee 
	11.6 
	11.3 

	Housing repairs - Salix 
	8.3 
	10.2 

	Major repairs allowance 
	10.1 
	3.6 

	Financing costs - loan charges, interest, etc. 
	7.2
	7.0 

	Other expenditure including support services 
	2.9 
	2.4 

	Contribution to balances
	0.0
	0.3

	Total 
	41.7 
	36.4 

	
	
	

	Funded by:
	
	

	Housing rents and associated income 
	30.9 
	32.1 

	Other income 
	3.7 
	3.7 

	Government subsidy 
	7.1 
	0.6 

	Total 
	41.7 
	36.4 


4.4.6 All priorities for 2010/11 can be directly linked to the action plan arising from our strategy, the over-riding priorities are to:
· Progress our Decent Homes investment strategy
· Implement a local authority new build programme 

· Continue the Pendleton PFI procurement 

· Work in partnership to deliver new affordable homes and regeneration

· Improve our services for those who need them

· Reduce the number of empty homes

4.5
Salix Homes
4.5.1
On 4th July 2007, the council established this arms length management company to manage and maintain its council housing stock in Central Salford and in the Pendleton area until the Pendleton PFI contract gets underway in 2011. The budget provides for the payment to Salix Homes for a monthly management fee based on a jointly agreed annual budget. 
4.6
Private Finance Initiative (PFI)
4.6.1
This is a means by which we will be able to secure substantial investment from the private sector to improve, manage and maintain our housing stock in Pendleton. The council will enter into a contract with a PFI consortium (comprising private sector companies). The contract will set out the standard to which homes must be refurbished and set specific performance targets relating to repairs, maintenance and a range of other services currently provided by the council. Under PFI, the properties remain in council ownership and tenants remain as council tenants with all their existing rights including Right-to Buy.

4.6.2
In October 2008 the Government announced its approval to the proposals for Pendleton and confirmed that it will be making £121 million available for investment. The scheme is currently under evaluation with bids from three consortia. Tenants and leaseholders are actively involved in choosing the developer and housing management organisation which will be selected by the council.

4.6.3
The budget in 2009/10 and 2010/11 provides for the costs covering the procurement stage of the scheme and includes specialist advisors for finance, legal, technical as well as the in-house staff working on the project, together with any surveys that are required to be undertaken.
4.7
Major repairs allowance 
4.7.1
The Major Repairs allowance was introduced in 2001/02 and it represents the estimated long term average amount of capital spending required to maintain the stock in its current condition.  This is effectively a capital resource which is paid to authorities by the Government via the housing subsidy arrangements. In 2009/10 the Government announced that bids would be accepted for an advance on the Council’s annual Major Repairs Allowance for 2010/11. This effectively allowed the council to utilise part of its 2010/11 allocation to accelerate decent homes spending to stimulate the economy in 2009/10.  

4.8
Rent restructuring
4.8.1
Under Government proposals on rent restructuring rents should reflect more closely the qualities that tenants value in properties, and that there should be no unwarranted differences between the rents set on similar properties by different local authorities or registered social landlords (RSLs). Rents are to be based on the size, condition and location of the property and the level of local earnings. 

4.8.2
The Government initially gave ten years ending 2012 for the completion of the transition but they have subsequently revised that date and the current revised date for achieving rent convergence is 2012/13. 

4.8.3
The council has approved a rent restructuring plan which provides for all property rents to be recalculated and modelled over the remaining transition period in line with Government recommendations. Within this plan the council has approved an average rent increase of 2.61% equating to £1.51 per week (based on 52 weeks which is equivalent to £1.61 per week over 48 weeks due to rent free weeks) for 2009/10.  It should be noted that for many tenants the increase will be restricted to £1.31 per week (based on 52 weeks) via the operation of the Governments caps and limits scheme designed to limit annual increases. 

4.9
Housing Subsidy
4.9.1
This is a government grant paid to some housing authorities like the council to subsidise the costs of providing, managing and maintaining dwellings. The subsidy is calculated by reference to estimated costs based largely on the government’s assessment of both expenditure and income using a guideline average rent. Under these arrangements the council are budgeting to receive £0.6 million in 2010/11 (£7.1 million in 2009/10). 

4.9.2
The major difference in the level of subsidy received for 2009/10 and 2010/11 relates to the councils successful bid to bring forward part of the Major Repairs Allowance from 2010/11 in order to sustain the Decent Homes Programme.   

4.10
HRA Reserves
4.10.1
The Housing Revenue Account is required to maintain financial reserves to meet unforeseen circumstances that might arise. In an ideal situation reserves associated with an account of this size taking account of the volatile nature of the HRA would amount to approximately 3% of the gross budget equating to £1.1 million on the gross budget of £36.4 million. This is the level of reserves recommended by the Audit Commission.

4.10.2
A formal risk assessment exercise has been undertaken similar to that used for the General Fund to review risks in relation to reserves. This indicates that a level of reserves of approximately £1.4 million is required.

4.10.3
The following table indicates that at the 31st March 2011 reserves are expected to be £1.5 million in line with the current level of reserves required to meet expected risks.

	Table 4.12.3: Statement of estimated balances held by the Housing Revenue Account

	
	£M

	Actual reserves at 31 March 2009 
	1.2

	· No requirement from reserves in 2009/10 
	0.0

	Anticipated reserves 31 March 2010 
	1.2

	· Contribution to reserves in 2010/11 
	0.3

	Estimated reserves as at 31 March 2011 
	1.5


4.11

Housing achievements 2009/10 and plans 2010/11
4.10.1

Details of the achievements in 2009/10 and plans for 2010/11 are given below:

Achievements in 2009/10

Pledge 1 – Improving Health IN Salford
· Continued to deliver a housing advice and support strategy which ensured that homeless and vulnerable households had access to health services while in temporary accommodation and access to appropriate support services to live independently in a permanent home. 

· Tackled unfit homes and improved energy efficiency (and warmth).

· Increased both the performance, value for money and levels of investment in disabled adaptations work both improving quality of life and enabling people to remain in their homes. 
Pledge 2 – Reducing Crime IN Salford
· Working with Landlords on control of anti-social behaviour. 

· Continued the coordination of housing policies to reduce re-offending.

Pledge 5 – Promoting Inclusion IN Salford

· Successfully bid for £1.359m to relocate the Salvation Army Hostel to enhance services for homeless people in Salford.

· Adoption of an ‘Older Persons’ Housing Strategy, a Young Persons Housing Plan and a Black and Minority Ethnic and Faith housing strategy.

Pledge 7 – Enhancing Life In Salford

· Continuing to build on a 2 star inspection of the Strategic Housing Service.

· City West Housing Trust celebrates 1st year of operating and commences delivery of decent homes investment in West Salford spending £1m per month.
· Pendleton PFI procurement process commenced and on track with three consortia bids under evaluation. A steering group of local resident representatives are involved in this process.

· Supporting development partners to access Government funding to ensure key developments in the city continue during the housing market downturn.

· Delivered a support programme and directed additional resources to support Salix Homes in their inspection improvement programme ahead of a February 2010 inspection.
· Successfully secured £185,000 DCLG funding for Salford Handyperson Services over 2009-10 and 2010-11.

· Successfully secured HCA grant of £8,182,616 to build 101 new local authority houses.

· £16m secured for future phases of the New Broughton mixed tenure area regeneration scheme.

· Secured £1.4m of investment from British Gas for energy improvements in public sector homes in Ordsall.
· Housing Choice Services was a finalist for the 2009 Chartered Institute UK Housing Awards for the category “Meeting housing needs and aspirations in a changing market”.

· Through the Home improvement Agency, the Salford Heating Installers Partnership was a finalist in the Inside Housing award for ‘Encouraging Innovation and Efficiency’ award and received ‘merit award’ at the National Home Improvement Council (NHIC) Awards 2009 for ‘Successfully encouraging the take up of insulation measures.

· Successfully attracting £2.6m grants to Salford via Warm Front for which the Council was selected as a finalist in the UK Housing Awards for work with the Warm front installers.
· Growth Point status secured for Association of Greater Manchester Authorities.

· 750 landlords achieved accreditation, covering over 3,000 houses.
· Over 1,000 properties inspected for compliance with the HHSRS.

· National Pilot scheme on flooding/climate changes with Environment Agency progressed in Kersal.

· 80,000 energy efficient light bulbs distributed in partnership with energy suppliers.

Key Housing Plans against Pledges 2010/11

Pledge 2 – Reducing Crime IN Salford
· Integrated the Anti-Social Behaviour and Crime Reduction team functions into the Community Safety Unit to improve Salford’s response to crime and disorder across the city.

· Through the planning of the investment works to be delivered through partner organisations we will ensure that designs take into account factors to mitigate crime and the involvement of neighbourhood management.

Pledge 7 – Enhancing Life IN Salford
· Work with Salix, Central Salford URC, HMRF Pathfinder Board, NDC Board and private sector partners to ensure continued regeneration in neighbourhoods.
· Continue to deliver decent homes investment in West Salford via City West Housing Trust.
· Continue with the procurement phase of the Pendleton PFI to reach a successful conclusion to contract award.

· Complete the building of 101 new local authority houses.

· Support other directorates in considering the implications from the changes to housing service delivery arising through the PFI projects.

· Continue to provide specialist accommodation for vulnerable residents through the Supporting People programme.

· Secure Selective Licensing designation for Broughton.

· Construction of the New Broughton mixed tenure area regeneration scheme.

Section 5: Capital Programme 2010/11

5.1
The prudential code for capital finance
5.1.1 
Local authorities have four main ways of financing capital expenditure: -

· Borrowing and other forms of credit - within prudential limits set by the Council in accordance with the requirements of the prudential code as set out in the following paragraphs. 

· Capital grants and contributions

· Usable capital receipts, a prescribed proportion of the money received from the sale of land or other capital assets, and

· Revenue

5.1.2
In considering the capital programme, due regard was given to the implications of the new prudential capital finance system, which became operative on 1st April 2004 under the Local Government Act 2003, and is guided by the Chartered Institute of Public Finance and Accountancy (C.I.P.F.A.) Prudential Code for Capital Finance which sets the code of proper accounting practices.

5.1.3
The key principle behind the new system is that any capital expenditure plans must be affordable. In particular, local authorities will have the freedom to determine the amount of new borrowing it will undertake, subject to the capital financing costs being affordable in the revenue budget.

5.1.4
To reflect this freedom, the Government has abolished the system of credit approvals and replaced it with amounts of borrowing that it will support through the Revenue Support Grant which contributes to the cost of the Council’s revenue budget. 

5.1.5
Whilst this still imposes a form of constraint on borrowing, there is now more freedom for local authorities to determine their own borrowing, providing they can afford to meet the capital financing costs from their revenue budget.

5.1.6
Also, capital planning over longer timescales is better facilitated as the timing of capital receipts is less critical and borrowing can be used to regulate any delays in completion of disposals at year-end, provided any resulting temporary extra debt is repaid from the capital receipt.

5.1.7
Borrowing to fund invest to save proposals now also becomes a realistic proposition. 

5.1.8
As far as funding capital expenditure from borrowing is concerned the Council has agreed the following principles: -

· Borrowing will only exceed the amount supported by Government in prescribed circumstances.

· The prescribed circumstances will be:







· Invest to save proposals where a business case has been approved which provides for revenue savings at least equivalent to the capital financing costs of the borrowing.

· Where a capital receipt expected and built into financing plans in a financial year is delayed until the following financial year, provided the borrowing is repaid by the capital receipt in the following year ;

· Where Government grant is certain or expected with a high degree of confidence and it is essential that expenditure is committed ahead of the grant being approved or paid, in order to maximise the amount available. 

5.1.9
Furthermore, because the new prudential system requires a chief financial officer to recommend prudential borrowing indicators to the Council, the determination of the capital programme needs to be aligned with the revenue budget by considering and approving them at the same Council meeting. 

5.2
Review of 2009/10
5.2.1
A capital programme of £122.385 for 2009/10 was originally approved by Council 
last February.

5.2.2
The assumptions behind the programme and its funding needed to be reviewed during last summer as the effects of the deteriorating economic conditions started to take its effect upon the availability of usable capital receipts. There have also been variations to the programme as new schemes with Government grant funding have been approved. All programme adjustments have been agreed with the Lead Member for Customer and Support Services and reported to Budget Scrutiny Committee.

5.2.3
Based on the latest capital monitoring report to Budget Scrutiny Committee (February 2010) outturn capital expenditure is expected to be £133.873m.
5.2.4
Available resources will comprise Government grants and other contributions of £89.299m, borrowing supported by formula grant of £3.560m, unsupported borrowing for invest to save purposes of £6.447m and temporary unsupported borrowing in lieu of capital receipts of £34.567m. 
5.2.5
The capital financing costs of the unsupported borrowing have been factored into the revenue budget.
5.3
Capital investment priorities for 2010/11 to 2012/13

The key spending priorities identified by strategic directors and lead members have been:-
5.3.1
Regeneration 
5.3.1.1
Regeneration is at the heart of the city’s priorities for capital investment. It aims to:

· Develop an integrated strategy to regenerate Central Salford including the areas of major change in Ordsall, Lower and Higher Broughton, Seedley and Langworthy and Charlestown/Kersal, in partnership with the Central Salford Urban Regeneration Company, together with other key parts of the city such as Mediacity.
· Target action to stabilise communities in Salford West and maximise opportunities. 

· Work with communities to achieve change.
5.3.1.2
Increasingly, the Council relies on funding from the Government via grants from NWDA and English Partnerships, from special funding such as the Housing Market Renewal Pathfinder and from PFI, but seeks to add value by the use of its own resources.  

5.3.1.3
Several major developers, house builders and financial institutions are investing within the city and working in partnership with the Council and the Pathfinder. This creates a new and key challenge for the Council to integrate resources and programmes effectively and to gear the use of the Council’s own resources clearly to meet the objectives of stimulating other investment to promote the regeneration of the city and better services.
5.3.1.4
Approval was given in February 2005 to set up an Urban Regeneration Company (URC) within Central Salford with founding partners the Council, the NWDA and EP. The URC co-ordinates and adds value to strategic interventions and promotes Central Salford to the private sector. 

5.3.2
Housing
5.3.2.1
In addition to supporting the HMRF Pathfinder for investment in private sector housing, as referred to above, the Council has embarked on a mixed procurement strategy for its social rented housing to ensure that it acquires sufficient capital funding to deliver decent homes standards. Following an appraisal of its options, a new ALMO, Salix Homes was established in July 2007 to manage 10,000 homes in Central Salford and a new registered social landlord, City West Housing Trust, was established to manage 14,000 homes in Salford West which were transferred by the Council in October 2008. 

5.3.2.2
It is expected that total capital resources of £880m will be invested in achieving and maintaining decent homes standards over the next 25 years for the properties transferred to City West, whilst a further £440m will be invested in decent homes standards for the properties managed by Salix Homes provided they are successful in achieving a 2-star inspection assessment in the autumn.
5.3.2.3
Government approval for a PFI scheme, has been given for the investment of £121m in 2,000 properties in the Pendleton area, managed by Salix Homes
5.3.3
Schools

5.3.3.1
The Education Asset Management Plan (AMP) sets out the need to provide high quality education in accommodation that stimulates a learning environment for school pupils and members of the community.  

5.3.3.2
The Council was successful with its Building Schools for the Future (BSF) submission to the Government and completed financial close for phase 1 in December 2009, although the timing of phase 2 will depend on the outcome of an independent commission review following the Schools Adjudicator’s decision not to agree to the proposal to close St George’s RC High School.

5.3.3.3
A primary school capital programme aims to remove surplus places and reduce the backlog of poor condition in response to the provision of major Government funding. 

5.3.4
Transport

5.3.4.1
The Unitary Development Plan and Greater Manchester Local Transport Plan set out the transport priorities for the city and wider conurbation. The policies contained in these documents focus on safety, sustainability and regeneration whilst conforming to planning policy and regional planning guidance.

5.3.5
Community, Health and Social Care
5.3.5.1
The capital strategy aims to improve the life chances and promote the independence of people in Salford, through a whole system approach towards health and social care in partnership with users and carers, Salford Primary Care Trust, NHS Trusts, the voluntary sector, independent providers and others to shape services across all areas.

5.3.6
Culture and Leisure

5.3.6.1
The capital strategy aims to ensure that, through wide and inclusive access to earning and creativity, the city meets its targets on health, crime, learning, young people, community cohesion and inclusion. It aims to upgrade, extend and replace facilities in support of regeneration in Central Salford, notably in Ordsall, Lower Broughton, Kersal/Charlestown and the Central area, and also in parts of Salford West, e.g. Irlam, Barton.   

5.3.7
Environment 


5.3.7.1
The capital strategy is targeted at supporting the regeneration of the city, promoting health and well being through the Parks for People strategy, addressing national targets with regards to waste management and recycling, and providing investment in the sustainability of key heritage, community assets and services.

5.3.8
Crime and Disorder
5.3.8.1
In conjunction with the Crime and Disorder Reduction Partnership, the capital strategy aims to develop the corporate security strategy through the replacement of the CCTV control centre and integration of security services.

5.3.9
Property

5.3.9.1
The capital strategy aims to provide office accommodation and other facilities that are fit for purpose in supporting services to meet their plans and priorities, focussing on four core operating sites supported by other satellite offices.
5.3.9.2
Where assets are no longer fit for purpose they are disposed of for the most economically advantageous terms.
5.3.9.3
The office accommodation strategy will also embrace the requirements of the Think Efficiency programme, as the reduction in the numbers of staff that are envisaged from that programme, together with the opportunities that agile working will offer, lead to a re-shaping of the office portfolio over the next few years.

5.3.10
Underlying Financial Strategy

5.3.10.1The underlying financial strategy of the Council is to:-

· Meet contractual commitments ;
· Maximise available Government grants, borrowing approvals and other external contributions, where these are confirmed or expected, by providing appropriate Council match funding ;

· Meet national and regional priorities, e.g. HMRF ;

· Meet key local spending priorities, e.g. regeneration ;

· Protect the revenue budget ;

· Utilise unsupported borrowing on a temporary basis as the primary source of the Council’s own funding during the current economic conditions provided it is affordable in revenue terms;

· Utilise capital receipts to repay debt until such time as asset values return and temporary unsupported borrowing is fully repaid.
5.4
Capital Resources 2010/11

5.4.1

The amount of resource expected to be available in 2010/11 is shown in the table below:-
	Table 5.4.1: Estimated available capital resources in 2010/11

	
	£M
	£M

	External Resource
	
	

	· Borrowing supported by Government via Formula grant
	7.671
	

	· Government Grants
	83.717 
	

	· Other External Contributions
	3.091
	

	
	
	94.479

	Internal Resource
	
	

	· Unsupported Borrowing funded from the revenue budget

· Invest to save

· New commitments to be used temporarily to replace the unavailability of capital receipts
	4.172

34.365
	

	· Unsupported Borrowing funded from the HRA

· Invest to save

· New commitments to be used temporarily to replace the unavailability of capital receipts
	2.888

8.062
	

	
	
	49.487

	Total resources available
	
	143.966


5.4.2
It should be noted that, whilst there are some Government grants still to be confirmed, there is a high expectation that they will be confirmed in due course, where necessary following confirmation of proposed programmes, business plans or grant applications.
5.4.3
£38.537m of unsupported borrowing is to be funded from the General Fund revenue budget and £10.950m from the Housing Revenue Account. Appropriate revenue provision has been made in each of these budgets for the capital financing costs.
5.4.4
It should be noted that capital receipts will be used to fund the capital programme for 2010/11. Where they are realised from the sale of assets they will be used to repay unsupported borrowing used temporarily to fund the 2009/10 capital programme.






  





5.4.5
A schedule of assets for disposal is not included with this report as has been the practice in previous years in the light of not using capital receipts to fund the capital programme, but any disposals will be agreed on an individual basis with the Lead Member for Property.
5.4.6
It should be noted that, where certain Government grants remain to be confirmed, estimates have been included on the basis of informal indications of grant amounts. It will be necessary in such instances to only commit related expenditure when the grant award is confirmed formally or there is a high degree of certainty that formal confirmation of grant will be made.
5.5
Capital expenditure proposals and priorities 2010/11
5.5.1
On the basis of the Council’s priorities for capital investment, and having regard to the estimate of available resources, then a possible capital programme amounting to £143.966m could be determined as set out in the table below: -

	Table 5.5.1: Where the Council will spend its capital budget in 2010/11 and how it will be funded

	
	Source of funding

	
	Supported Borrowing
	Unsupported Borrowing
	Government Grants
	Other

Contributions
	Revenue
	Total

	
	£M
	£M
	£M
	£M
	£M
	£M

	Housing
	
	
	
	
	
	

	· Private Sector
	0
	5.014
	22.671
	0
	0
	27.685

	· Public Sector
	0
	10.950
	12.525
	0
	0
	23.475

	Highways
	2.691
	3.500
	2.166
	0
	0
	8.357

	Other Regeneration
	0


	6.412
	23.617
	0.675
	0
	30.704

	
	2.691
	25.876
	60.979
	0.675
	0.000
	90.221

	Children 
	4.980
	9.248
	19.336
	0
	0

	33.564

	Environment
	0

	2.014
	0.145
	0

	0
	2.159

	CH & SC
	0
	7.448
	3.257
	2.416
	0
	13.121

	Property
	0
	2.896
	0
	0
	0
	2.896

	Customer & Support Services
	0

	2.005

	0

	0

	0

	2.005


	Total
	7.671
	49.487
	83.717
	3.091
	0.000
	143.966


5.5.2
A capital programme of £143.966m would represent a 17.5% increase on the initial approved investment for 2009/10 and enable the following capital priorities to be delivered in 2010/11:-

Housing

· To meet the requirements of the HMRF pathfinder.
· To stimulate the regeneration of areas in Central Salford.
· To support improvements to property occupied by disabled residents.
· To maintain the condition of Council housing stock.
· To build 101 new Council homes.

· To progress the Pendleton PFI scheme.
Highways

· To maintain the fabric of the city’s highways.

· To improve road safety.

· To renew the Quays loop road.
· To complete the programme of footpath improvements.

Other Regeneration

· To support the URC to secure investment in the regeneration of key areas of Central Salford.
· To invest in the west of the City through the Salford West action
Children
· To invest in improving the condition of primary schools.
· To remove surplus primary places through the replacement of maintained school for Weaste/Seedley/Langworthy and Roman Catholic school for Langworthy.
· To progress phase 1 of the Buildings Schools for the Future programme.
· To enhance ICT provision in schools.
· To provide further nursery provision.
· To improve children’s homes and foster carers’ properties.
Environment

· To improve parks, allotments, cemeteries and linear walkways.

· To improve community recreational facilities at Brookhouse and Newtown.  
· To improve waste recycling.
Health and Social Care
· To modernise residential care facilities for older people and day care facilities for adults and older people, e.g. White Meadows supported by Booths Charities.

· To acquire Burrows House.

· To invest in ICT.
Culture and Sport

· To improve leisure facilities at Irlam and Broughton Pools.
· To improve cultural facilities with the remodelling and refurbishment of Ordsall Hall and Eccles Library.
Property

· To improve the fabric of the Council’s offices, providing for office improvements, refurbishments and relocations and better disabled access.
· To reduce carbon emissions from Council buildings.
Other

· Funding software development, equal pay claims and redundancy payments.

5.6
Public Private Partnership arrangements
5.6.1
It should be noted that, in addition to the above-mentioned programme, which focuses on expenditure on assets in the ownership of the Council, major investment is planned for the future through other proposed public private partnership arrangements which will benefit the residents of Salford, as follows :-
· Meeting decent homes standards through new management arrangements for Council housing.
· Development agreements with private sector developers in Ordsall, Lower Broughton, Higher Broughton and Kersal/Charlestown.
· A proposed street lighting private finance initiative

· A potential joint venture with Peel Holdings to build a new community stadium at Barton.
5.6.2
It should be noted at this stage that the capital programme can be subject to change as the year unfolds, with new schemes being introduced as funding sources are confirmed, schemes being removed if the expected funding proves not to be available, expenditure forecasts changing and the amount of usable capital receipts varying as marketing and disposal proceeds.

5.6.3
Approval to the proposed capital programme at this stage should be seen as giving consent to an initial programme of those schemes that are at present contractually uncommitted proceeding to design and tender stage. Approval to commit capital expenditure on individual projects will continue to be referred to the Lead Member for Customer and Support Services, as at present, to ensure that projects will only be committed if funding is available or certain to become available. 

5.6.4
The capital programme will therefore need to be continuously reviewed during 2009/10 to reflect any significant variations that may arise, any new priorities that may emerge and certainly following the 2008/09 capital outturn. 

5.7
Underlying Assumptions
5.7.1
Use of Borrowing 








          
· The use of supported borrowing will be maximised at £7.671m and a further £49.487m will be borrowed using unsupported borrowing powers.

· The capital financing charges on unsupported borrowing can be met from the revenue budget. Appropriate provision has been made in the revenue budgets for both the General Fund and the Housing Revenue Account to fund the unsupported borrowing to be used in funding of the capital programme. 

5.7.2
Use of Capital Receipts
· Usable capital receipts from asset disposals will be applied in the first instance to the repayment of unsupported borrowing that exceeds the £30m threshold set for funding unsupported borrowing from the General Fund revenue budget.
5.8

Risk assessment
5.8.1
The key risks are that:-

· Any over-commitment of resources is not managed within the resources available. The management of individual service allocations allows for the natural tendency of capital programmes to underspend. Services are permitted to set over-programming levels to reflect this in the expectation that the outturn expenditure will be managed within the resource made available. This approach runs the risk of expenditure over-shooting the resources available, but limits are applied to the over-programming that reflects the level of contractually committed expenditure and provision for new starts
· Expected capital receipts will not be realised. The delay in receipts will be managed through unsupported borrowing.

· Government grants not being realised. Capital projects which are dependant upon grant support will not be commissioned unless a grant approval has been received or is confidently expected. All proposed capital expenditure will be subject to the approval of the Lead Member for Customer and Support Services, who must be satisfied with the certainty of grant support.
· Cost overruns. Expenditure on capital schemes is monitored regularly and project managers are required to report any significant cost increase to their director and lead member. Where possible, cost overruns will be managed within resource allocations to services. Where an increase in resource is required this will be considered by the Lead Member for Customer and Support Services and, if necessary, Cabinet.

5.9
Capital programme scheme analysis

5.9.1
A schedule of the schemes included in the capital programme is given in section 7. 
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		Customer and Support Services 4.5%

		Children's Services 21.4%

		Environmental Services 6.3%

		Sustainable Regeneration 11.4%

		Levies & Charges 11.2%

		Capital Financing 10.3%

		Chief Executive 5.6%

		Community Health & Social Care 29.3%



Chart 2.10: At a glance summary showing where the council spends its budget
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																										Data for Pie-chart - please ignore

																										Government - Dedicated Schools grant £122.6m or 39.3%		122.6		39.3

																										Government - Revenue Support Grant £18.1m or 5.8%		18.1		5.8

																										Government - Redistributed Business Rates £93.7m or 30.1%		93.8		30.1

																										Council Tax £77.3m or 24.8%		77.3		24.8

																												311.8		100.0

		The following chart provides an overview on how money raised specifically from council tax is spent locally.
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																												%		£M

																										Customer and Support Services 4.5%		4.49		11.100

																										Children's Services 21.4%		21.42		52.900

																										Environmental Services 6.3%		6.28		15.500

																										Sustainable Regeneration 11.4%		11.42		28.200

																										Levies & Charges 11.2%		11.17		27.600

																										Capital Financing 10.3%		10.28		25.400

																										Chief Executive 5.6%		5.59		13.800

																										Community Health & Social Care 29.3%		29.35		72.500

																												100.00		247.000



&C&N&R&D&F



200809Leaflet charts

		Council Tax 25.2% or £71m

		Government - Revenue Support Grant 53.3% or £149.9m

		Government - Redistributed Business Rates 21.5% or £60.4m
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Chart 2.11: Where the money will come from to fund the council's services in 2010/11
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																										Data for Pie-chart - please ignore

																										Government - Redistributed Business Rates £113.7m or 51.5%		113.7		51.5

																										Government - Revenue Support Grant £16.5m or 7.5%		16.5		7.5

																										Council Tax £90.4m or 41%		90.4		41.0

																												220.6		100.0

		The following chart provides an overview on how money raised specifically from council tax is spent locally.
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																												%		£M

																										Customer and Support Services 3.5%		3.47		7.623

																										Children's Services 21.5%		21.53		47.254

																										Environmental Services 6.3%		6.33		13.892

																										Housing & Planning 13.6%		13.60		29.838

																										Levies & Charges 9.7%		9.69		21.256

																										Capital Financing 9.8%		9.84		21.585

																										Chief Executive 4.3%		4.30		9.433

																										Community Health & Social Care 31.3%		31.24		68.562

																												100.00		219.443
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