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	EXECUTIVE SUMMARY:
	Year to July 2008
The out-turn for the business for the year to July 2008 (detailed in Appendix 1) shows a deficit of £100k compared with a profiled budgeted deficit of £474k, i.e. a positive variance of £375k.  

In terms of divisional performance, the Management Fee service areas made a deficit of £72k which is £97k worse than budget. This is mainly due to underspending in the Neighbourhood Directorate on salaries being offset against overspends on inspection costs.

Capital Management Fee is showing a surplus of £156k year to date. This is £148k better than budget. The projection to year end is a surplus of £128k surplus which is £103k better than budget. The main reason for this is due to the management of vacancies within the Investment Directorate.
The IHSP has a deficit to date of £184k which is £324k better than profiled budget. Income is higher than budget by £384k and expenditure is also £61k higher than budget. Care must be taken when interpreting these figures as there is still a high level of WIP feeding into the figures.  This unusually high level of WIP is due to four issues:

1. Jobs requiring closing after clearing PDA errors 

2. Completion of transfer of data relating to year end WIP from the old ROCC version 
3. Method Of Charging defaulting to original contract code 

4. Timesheets – still required for operatives not on PDAs; position exacerbated by breakdown in IT server – repair in progress by RBT and data is being keyed in manually until scanner becomes operational.

We expect to resolve these issues during September and then be fully up-to-date with IHSP transactions reflected on the accounting systems.

Projection to year end

The projection to the end of the year is for an overall surplus of £491k which is £24k better than the original budget for 2008/09. The main variation to budget is that the capital management fee is forecast to be £103k better than budget and the management fee is forecast to be £78k worse than budget. 

Repairs and Maintenance

The overall position to the end of July shows that spend on repairs and maintenance is under budget. At this stage the year end forecast is for a modest underspend of £35k as the planned maintenance expenditure comes on stream later in the year.

Budget refresh

A full budget refresh will commence in September, which will enable us to revisit and re-align budgets where there are significant variances. We will also make any necessary adjustments to the budget when we complete the refresh. Some adjustments will also be required after the exercise to identify the use of Management Fee and Capital Management Fee surpluses.



	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 and below.

Appendices/supporting information

Management Accounts for the 4 months to 31st July 2008.


Commentary to Appendix I

Management Fee
1. For the 4 months to July 2008, the Housing Management operation made a net deficit of £72k against the budget of £25k surplus. This result is £97k worse than budget. The projection for the full year is a deficit of £4k which is £78k worse than budget.

2. Housing Management expenditure on salaries and agency staff costs is £70k better than budget. The main variances are as a result of recruitment delays within  the Neighbourhoods Directorate leading to an underspend of £111k, offset by increased costs in the business development directorate as a result of extra inspection related employee costs and employing an interim Finance Director to cover long term absence. The projection for the year is an underspend of £65k in this area as recruitment will take place in the Neighbourhood Directorate and there will be additional costs in respect of Senior Executive posts.
3. Indirect employee costs are £24k above budget. The largest element of this overspend is staff advertising costs for Neighbourhood Directorate posts. The projection to the year end is for this budget to be £16k overspent. 

4. Other supplies and services are over budget by £156k. The main reason for this is increased costs due to inspection of £68k and additional spending on expert fees and independent reviews (£33k). The projection for the year is an overspend of £142k.   


IHSP
5. For the 4 months to July the IHSP operation made a deficit of £184k against a profiled budget deficit of £508k, i.e. performance was £324k better than budget.  

Income

6. Overall income was £8.878m which is £384k better than budget. In the month income was £544k above the target income. 

7. Income from Decent Homes and other capital schemes is £290k better than budget. The main area of work showing this increased income is the Mechanical & Electrical boiler works. Some of this increase is due to more work being carried out in the 4 month period than projected and therefore identifies a need to re-profile the budget at this cost centre level.


8. Housing Maintenance income is £484k better than budget. This is in part due to reduced use of sub-contractors and more work being directed to the repairs teams as a result.
9. Income from tendered work is £703k under budget.  This is in part due to reductions in the use of sub contractors that means income is coming in to other income headings, the main one being the Responsive Repairs Heading.
Cost of sales / Overheads
10. In total, direct costs and overheads of £29.062m are £61k worse than budget. 

11. Year to date, employee and agency costs are £76k over budget. This is partly a result of more work being carried out in house rather than being passed on to sub-contractor. This was a move to increase the efficiency of the DLO by maximising use. 


12. Transport costs are over budget by £76k. This is currently being examined with a view to managing down costs.

13. Indirect employee costs are over budget by £59k as a result of increased spending in training.


14. Direct Materials & Contractors expenditure is currently under budget by £32k. There has been a significant reduction in sub-contractor costs (£325k under budget). However this has been offset by increased direct materials costs issued by stores reflecting the increased work being carried out in house at the expense of sub-contractors. 

Capital Management Fee

15. Direct Employee costs at £570k are £215k under budget. This is due to the number of unfilled posts across the Investment Directorate. This has a knock on effect on the use of agency staff in the directorate. 

16.  Agency staff costs at £58k are over budget by £43k. This is due to agency cover being required to cover unfilled posts. As there will be a reduction in capital expenditure in future years it is prudent to use agency staff to cover some posts in order to help manage the changes required to reflect this

17. Other supplies and services are over budget by £27k due to expenditure on expert fees required for work on the KPI package.

MANAGED BUDGETS

Repairs & Maintenance

18. In total, Repairs and Maintenance net costs are £737k lower (better) than budget. However a significant element of this underspend to date is due to the timing of planned repairs work which is forecast to spend to budget by year end. The forecast for the year is that there will be a small underspend of £35k on the repairs programme. 


19. Responsive repairs are currently £22k over budget.  The projection to year end is that responsive repairs will overspend by £63k. Although this shows costs are being controlled it has to be recognised that the demand led nature of this expenditure means that annual forecasts have to be treated with caution at this point in the financial year.
20. There has been increased expenditure of £96k on gas servicing which has been partially offset by reduced expenditure on other cyclical works of £57k.
Capital Expenditure
21. 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.   


















Direct labour & agency costs are £4.033m = £76k over budget 























Indirect employee costs £65k =


£24k worse than budget





Supplies & Services costs £395k =


£156k worse than budget





Direct Employee costs are £570k = £215k under budget





Management Fee:  Year to date deficit of £72k = £97k worse than budget











Other supplies and services are £629k = £27k over budget





Capital Management Fee: Year to date surplus £156k = £148k better than budget








Employee and Agency costs £51.647m = £70,000 better than budget





IHSP income £8.878m = £384k better than budget
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Income from decent homes works is £1.843m = £290k better than budget








Agency staff costs are £58k which is £43k over budget





The year to date overall company position is a £100k deficit = £375k better than budget 





SLAs & Hired & Contract services £359k = £11k worse than budget 





Indirect employee expenses are £24k = £3k over budget





Income from Housing Maintenance is ££3.513m = £484k better than budget





Transport costs are £692k = £76k over budget





Income from Tendered works is £279k = £703k worse than budget





IHSP Year to date deficit of £184k = £324k better than budget 





Direct Materials & Contractors is £3.464k = £32k under budget





Indirect employee costs are £113k = £59k over budget





Income from Education Maintenance is ££1.062m = £109k worse than budget





IHSP Expenditure £9.062m = £61k worse than budget
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