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	EXECUTIVE SUMMARY:
	Year to February 2008
The out-turn for the business for the year to February 2008 (detailed in Appendix 1) shows a deficit of £186k compared with a budgeted surplus of £855k, i.e. a negative variance of £1,041k.  This represents deterioration in the month of £252k, resulting in the cumulative position moving from a surplus of £66k at the end of January to the deficit of £186k reported above.  
In terms of divisional performance, the Management Fee service areas made a deficit of £59k in the month as a result of approved expenditure coming through but the year to date position continues to show a surplus. For the year to February, the surplus was £958k against a Budget of £580k, i.e. a positive variance of £378k. This is primarily the result of higher income from flood related capital costs, BETS and aged persons garden scheme and lower staff costs in Asset Management.

The IHSP made a deficit in the month of £193k taking the cumulative position to a deficit of £1,144k.  This cumulative includes a £194k loss on Barbot Hall which will be recovered from RMBC reducing the deficit to £950k.

After a successful January, the Action Plan to claw back the deficit that resulted in December suffered a major hiccup. The key reasons were the failure to achieve the target revenue of £2.8m, a £25k Corporation Tax charge and a circa £125k movement on staff costs arising from payment of the delayed annual pay increase. The primary reason for the IHSP deficit is that charges for services, especially Repairs and Maintenance, have not been increased in line with inflation.  The rates are currently being considered internally before being reviewed by KPMG. Following this, a report will be presented to Board. 
Management is also continuing to look at other areas including materials and contractors which are higher than expected and work in progress which may include profit which has not been realised. 

Projection to year end

As a result of the February performance, the IHSP is projected to make a deficit of £690k by 31 March 2008. This assumes recovery of the £194k Barbot Hall losses from RMBC, achieving a turnover of around £2.8m in March on historic gross margin rates and the availability of £100k savings in SLAs.
The Management and Capital Management Fee services are projected to make a surplus of £1,029k which is £396k better than budget. 
The above will result in a projected surplus for 2010 of £339k. This will leave a £388k gap in the amount required to repay the 2007-08 target of £727k agreed in the deficit Recovery Plan.
Repairs and Maintenance
During the month a further review of responsive expenditure was carried out and £81k of expenditure on environmental improvements previously included within Responsive transferred to Estate Management. 

Overall, Repairs and Maintenance is £1,065k better (lower) than budget. Within this, Responsive Repairs are £238k worse than Budget whilst Planned is £1,304k better. The projections to the end of March indicate that Repairs and Maintenance will be under spent by £514k because it will not be possible to start and complete some the planned schemes.



	IMPLICATIONS:
	

	CONSULTATION:
	The figures have been discussed with Executive Directors and business managers.


	FINANCE AND VFM:
	There are no direct cost implications of this recommendation.

 

	RISK:
	The risks associated with this paper are covered within the body of the document. 


	LEGAL:
	There are no legal implications resulting from this recommendation.



	PERSONNEL:
	There are no personnel implications resulting from this recommendation.


	ENVIRONMENTAL:
	There are no environmental implications resulting from this recommendation.


	EQUALITIES/DIVERSITY:
	There are no equalities and diversities implications resulting from this recommendation.


	Introduction

The financial performance for 2010 Rotherham by business segment is presented and discussed in the attached appendices.
Background information

None

Proposals and rationale

See attached appendices.
Recommendations

To note the financial statements presented in the appendices and the commentary provided above.
Appendices/supporting information

Management Accounts for the 11 months to 29 February 2008.






Commentary to Appendix I

Management Fee
1. For the 11 months to February 2008, the Housing Management operation made a net surplus of £958k against the revised budget (to take account of the Recovery Plan savings). The result was £378k better than budget.

2. Housing Management Fee and Capital Management Fee income is £49k better than budget. This represents the additional amount recoverable from RMBC on pensions.  Other income is £154k better than budget due to the dis-aggregation of the Borough Wide Environmental Scheme (BETs) related transactions into income and costs accounting for £115k of the increase, higher than budgeted income from aged person’s garden maintenance of £8k, recharges for regeneration works of £19k and £11k of unbudgeted donations from Partners.
3. Direct and Indirect employee costs are £170k less than budget due to delays in the recruitment of staff and lower than expected spend on training and staff advertising. On recruitment, the main areas of savings are Asset Management. These savings are partly offset by costs of agency staff, which are £390k worse than budget, taken on to support the business whilst recruitment is completed. 

4. Premises costs are £68k worse than budget.  This is partly due to acceleration of repairs and maintenance costs at Eastwood depot of £56k, a provision of £20k for customer access works at Greasborough and Kimberley Park and higher than budgeted skips/cleaning costs of £32k. The skips were previously incorrectly charged to the IHSP.  

5. SLAs and Supplies and Services are better than budget by £89k. Within this Hired Services are overspent by £106k due in the main to a one off unbudgeted payment of £47k to Sheffield City Council for the Construction Industry Scheme, £11k for legal costs and £11k for ICT support for the ROCC development. Supplies and Services are under spent by £195k due to savings on Decent Homes survey fees of £250k, publicity of £34k due to timing and communications and computing of £91k and equipment and furniture of £14k due to lower staff recruitment in Asset Management. These have been offset by increases in Expert Fees of £76k mainly for Barbot Hall consultancy (£65k) and Complaints Management review (£6k). Miscellaneous is £148k worse than budget due to transfer of £192k of Quantity Surveying costs for EC Harris which was previously included in capital. Further costs of £225k for Planning Fees may need to be transferred from capital if, following investigation, these are identified to be revenue.
IHSP
6. For the 11 months to February the IHSP operation made a deficit of £1,144k against a revised (to take account of the Recovery Plan savings) budgeted surplus of £275k, i.e. performance was £1,419k worse than budget. The cumulative deficit excludes £194k income from RMBC in respect of the Barbot Hall deficit to February 2008. This represents a deterioration of £193k against the cumulative position at 31 January 2008.  
Income

7. Overall income was £26,742k which is £2,622k better than budget. In the month income was £2,477k. This was £323k below the target income included in the IHSP Action Plan and has directly contributed to the lower than targeted surplus in the month. 
8. Income from Decent Homes and other capital schemes is £4,525k worse than budget. This is attributable to less business being given to Barbot Hall and less work being received by Construction for Decent Homes Adaptations (circa £400k) and some costs being allocated to Housing Maintenance. The adaptations work may be due to partners being able to absorb the work into their own programmes as they are beginning to develop skills in this area. The movement in the month is negative because to a transfer of costs between Decent Homes and Housing Maintenance which should have taken place last month following capitalisation of expenditure on voids.


9. Housing Maintenance income is £3,712k better than budget because responsive repairs, which are demand led, have been higher than budget. There also appears to be some crossover of income between Housing and Decent Homes which will be dealt with in March.
10. Income from other committees and tenders is £3,425k higher than budget due to circa £1,479k of flood related work and as more work has been won from other RMBC departments and from external tenders. This is partly due to improving relationships with the Rotherham Construction Partnership consortium who allocate work.
Cost of sales / Overheads
11. In total, direct costs and overheads of £27,886k are £4,041k worse than budget. 

12. Year to date, employee and agency costs are £358k better than budget. This is due partly to profiling as the budget is for 48 weeks and the actuals for 11 months. If this is adjusted, then performance is only £268k better and is due to around 20 employees leaving the business in the last three months and tight control on agency spend.  

13. Direct materials and contractor payments are £3,768k worse than budget. The majority of this is related to the increase in income which is £2,622k more than budget. The balance is due a change in the mix of work with more work than budgeted being carried out through the use of contractors.

14. Premises costs are £294k better than budget due to lower spend on internal repairs and maintenance of £299k and cleaning and skip hire of £115k. The reduction is skips is partly due to transfer of costs for environmental skips from IHSP to Management Fee. These are offset by higher energy (£49k) and rent, rates and water service costs (£70k).  £48k of the rent and rates variance and £11k of the energy costs is due to the inclusion of Barbot Hall for an extra five months. Barbot was only included in the Budget to September 2007.  The remainder of the increase in energy costs is due to price increases.  The internal repairs and maintenance under spend is due to prudent budgeting. 

15. Transport costs are £528k worse than budget. This is due to a budgeting error both on pooled transport and insurance.


16. SLAs and Other Supplies and Services are £396k worse than budget. £40k of this relates to computer charges from RBT. The remainder is mainly consultancy and contractor costs which include £131k for Mick Butler (IHSP), Tony Collins (Finance) and McMorrow Brothers (Barbot Hall) which were not in the Budget. 

MANAGED BUDGETS

Repairs & Maintenance

17. In total, Repairs and Maintenance net costs are £1,066k lower (better) than budget. However, within this, responsive repairs are £248k worse and voids are £10k better than budget respectively whilst planned and cyclical repairs are £826k and £478k better than budget respectively. 


18. Responsive repairs have been adjusted for £81k of costs which after further review in February have been identified relating to Estate Management.  Responsive and Voids have also been adjusted for £353k of costs which are considered to be capital. The transfers will require formal ratification by a joint group of RMBC/2010 officers to ensure that each line of expenditure transferred meets the relevant criteria for transfer. If the expenditure does not meet the criteria it will be transferred back to responsive repairs and voids. 
19. Based on current projections of a £370k spend in March, responsive repairs will exceed the full year budget by £237k. Also, based on current work scheduling, the majority of the under spend on planned expenditure will roll through to year end. As a result Repairs and Maintenance are expected to be under spent by £514k.
Capital Expenditure
20. The financial performance for Decent Homes and other Capital Schemes is included here for completion purposes only. A detailed commentary is presented as a separate report.   
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Management Fee Surplus £958,000 = £378,000 better than budget (see 1)





Employee and Agency costs £5,913,000 = £170,000 better than budget (see 3)





Income £11,558,000 =


£203,000 better than budget


(see 2)





IHSP (DLO) Expenditure £27,886,000 =


£4,041,000 worse than budget (see 3.4.6)





IHSP (DLO) Income


 £26,742,000 =


£2,622,000 better than budget (see 7)





Premises costs £317,000 =


£294,000 better than budget


(see 14)





Transport Costs £1,521,000 =


£529,000 worse than budget


(see 15)





Overall Company Deficit £186,000 = £1,041,000 worse than budget





Premises costs £449,000 =


£68,000 worse than budget


(see 4)





Transport costs £160,000 =


£16,000 worse than budget





SLAs & Supplies & Services £4,078,000 = £89,000 better than budget (see 5)





Capital Schemes Income £2,721,000 = £4,525,000 worse than budget (see 8)





Housing Maint Income £13,425,000 =£3,712,000 better than budget (see 9)





Other income £10,596,000 =


£3,435,000 better than budget (see 10)





SLAs & Supplies and Services £1,687,000 = £396,000 worse than budget (see 16)





Materials and Contractors £11,814,000 = £3,768,000 worse than budget (see 13)





Employees and Agency £12,547,000 =£358,000 better than budget (see 12)





IHSP (DLO) Loss 


£1,144,000 = £1,419,000 worse than budget (see 6)
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