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	RECOMMENDATION(S):
	The Board is asked:
· To agree the budget for 2008/09.
· To note the more robust budget process applied this year and the improved timeliness of the process.


	REPORT AUTHOR AND 

CONTACT DETAILS:


	Name: Maq Ahmed

Job Title: Finance Manager

Tel: 01709 822206
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	EXECUTIVE SUMMARY:
	The paper sets out a summary of the 2008/09 Budget. The Budget provides for:

· a Housing Management Fee increase of £230k (3.25% over 2007/08 on the base fee) plus one-off items of £148k, taking the overall increase to £378k (5.35% over 2007/08)

· 7.7% capital management fee, as in 2007/08, equivalent to a reduction of £317k as a result of a lower capital budget

· a 2.5% increase in the Repairs and Maintenance managed budget. 

The Company plans to achieve a surplus of £298k in 2008/09. This will be generated entirely from the In-House Service Provider trading account. The £298k is planned to be used for future investment. 

The 2008/09 Budget is proposed after a much more participative exercise involving managers and budget officers from across the business, and more challenge from the Senior Management Team. As a result the 2008/09 Budget is more robust than in previous years. It is also presented considerably earlier. 

Budget scrutiny has identified cashable efficiency savings of £921k and has facilitated a re-direction of £639k towards Company priorities. The processes and outcomes are indicative of sound financial management and will make a positive impression at the forthcoming inspection. 

The above levels of fee increases have been approved by the Cabinet Member.

The 2008/09 budgets have been profiled to take account of seasonality, the Christmas shutdown and other known timing differences. The profiled budgets are presented in Appendices 3 and 4.  


	IMPLICATIONS:
	

	CONSULTATION:
	2010 Managers and Directors have been involved in and consulted throughout the Budget process.

RMBC Neighbourhoods were consulted at the outset of the Budget process in December to agree the high level Budget assumptions.  


	FINANCE AND VFM:
	Finance and VFM issues are covered within the body of the paper.



	RISK:
	The key risks are covered within the body of the paper.



	LEGAL:
	There are no legal issues.



	PERSONNEL:
	There are no personnel issues.


	ENVIRONMENTAL:
	There are no environmental issues.


	EQUALITIES/DIVERSITY:
	There are no equalities & diversity issues.




	IN HOUSE SERVICE PROVIDER (IHSP)

A summary of the IHSP 2008/09 Budget together with variances against the 2007/08 Budget is set out below. The IHSP is budgeting to make a £298k surplus in 2008/09, an increase of £59k over 2006-07.  

£’000

2008/09 BUDGET

2007/08 BUDGET

Variance

Explanation for key variances

Trading Income

27,617
26,130

1,487
Loss of Barbot Hall income, replace by higher Construction income
Total Income

27,617
26,130

1,,487
Staff costs

12,308
13,981

-1,673
£320k inflationary increase

£415k reduction due to closure of Barbot Hall
£307k saving due to decrease in pension contribution rate
£643k reduction in agency.

Introduction of hand held technology will reduce need for existing levels of agency

£600k reduction in headcount
Materials and contractors

10,859
8,775
2,084
Increase in revenue and change in mix of work 
Premises 

325

662

-337

£200k reduction in building repairs – excess budget in 2007/08
£165k reduction due to transfer of skips to Management fee (£80k) and to Supplies (£85k)

£40k increase in energy costs 

Transport

1,845

1,075

770

Under-budgeted in 2007/08
Supplies & Services

1,913
1,398
515
£227k increase in ROCC recurring costs

£350k increase for subcontractors - £nil budget in 2007/08
£125k increase in mobile phone costs due to mobile working

£93k increase in service improvements

£85k transfer in of skips above

£65k insurance missed in 2007/08
£190k reduction in SLAs 
£83k reduction in printing, stationary and office equipment

Deficit recovery

69

0

69

Recovery Plan Target

Total Expenditure

27,319
25,891

1,428
Net Surplus/(Deficit)

298
239

59
The 2008/09 Budget includes the impact of a number of major changes and developments which are set out below.

1. The ROCC job costing system has been upgraded. The upgraded system went live on 6 April 2008. The upgraded system will improve the quality and reliability of financial information and more importantly allow the implementation of hand held technology to facilitate mobile working. Part of the upgrade will involve the introduction a new schedule of rates for job costing. The business will also be revisiting the charging bases and rates to make these more cost reflective and improve individual job monitoring.


2. Mobile working is to be implemented with effect from 7 April 2008. This is projected to deliver £227k cash efficiencies in 2008/09. The investment of £1,028k to facilitate the ROCC upgrade and Mobile Working has been funded by RMBC through an “Invest to Save” scheme and is to be repaid over four years in line with the projected savings in these years. Accordingly, £227k has been budgeted to be paid to RMBC in 2008/09. 


3. Barbot Hall will be closed by 31 March 2008. However, some residual risks may remain. As it is accepted that all such costs will be reimbursed by RMBC no provision has been made in the 2010 Budget for them.


4. In late 2007 RMBC decided to invite tenders for all of the Adaptations work awarded by RMBC. The total value of this tender is £16m over four year - £4m per year. In 2007/08 the 2010 Construction department secured circa £1m of this work. There is therefore the opportunity to win a further £3m of work in 2008/09. Management are optimistic of success in the tender process and have included an additional £2.7m income in the 2008/09 Budget. As all of the Adaptations work has been put out to tender, there is a risk that 2010 may not win any new business but also that they may lose some of the existing business. The final position will not become clear until the tender is awarded sometime in May or June 2008. Adjustments to the Budget may be required if the outcome is materially different from current expectations.


5. The Repairs and Maintenance and Voids operations have been restructured from 7 to 3 operational areas. Other rationalisations include the closure of Maltby, centralising of tools and consolidation of stores. The savings and efficiencies resulting from these have been included in the Budget.


6. The 2007/08 Budget for Transport was materially mis-stated. This is evidenced by the large negative variance seen in the 2007/08 Management Accounts. Management have reviewed vehicle hire arrangements, vehicle utilisation, hire and fuel rates and allowances. The effect of this has been to increase fleet and fuel costs by £770k.
SERVICE LEVEL AGREEMENTS INCLUDED IN IHSP

The following SLA budgets have been included in the 2008/09 IHSP Budget. It should, however, be noted that some SLAs have still to be signed. 

SLA

07/08

08/09 estimate

Transport
£166,517
£170,680
2.5% inflationary increase

Corporate Service & Accountancy

£169,200
£121,258
2.5% Inflationary increase less agreed savings
Health and Safety
£10,800
SLA terminated, service brought in-house
H R & Payroll, Procurement, ICT

RBT Connect

£817,200
£688,004
2.5% Inflationary increase less agreed savings
Corporate property management
£52,800
£62,530
2.5% inflationary increase

Total

£1,216,517
£1,042,472
REPAIRS AND MAINTENANCE
The Repairs and Maintenance budget is held by RMBC but management of it is delegated to 2010. Changes in the overall budget are the responsibility of RMBC who has advised that the increase for 2008/09 is to be £325,000 (2.5%) on the 2007/08 allowance of £13m. Therefore, £13.325m will be available to 2010 in 2008/09 to manage responsive, cyclical and planned works. 

The allocation of the £13.325m across the responsive, cyclical and planned categories is performed by 2010 in consultation with RMBC. The target split is 60% on planned works and 40% on responsive works. Historically, this has not been achieved in Rotherham, primarily due to the condition of the housing stock. The proposed allocation for 2008/09 is shown in the table below. This represents a change from the initial allocation. The key change is the transfer of £775k from Responsive to Planned. Planned works will in future comprise of the area schemes and proactive maintenance of properties through an Annual Property Inspection. A separate paper is to be presented on the Annual Property Inspection initiative. These proposals will result in a significant increase in the planned to responsive ratio. The Annual Property Inspection initiative has not yet been agreed with RMBC and is therefore subject to change. This is an improvement over 2007/08 (45% planned, 55% responsive) but still leaves further changes in mix to achieve the target of 60% planned and 40% responsive.


2008/09 Budget
£’000

%

2007/08 Budget 
£’000

%

Responsive

3,975
4,950

Voids

2,200

2,200

Total Responsive

6,175
46%
7,150

55%

Planned – Area schemes
2,050
2,617

Planned - Annual Property Inspection
2,000
0
Cyclical

1,050
1,183

Gas Servicing

2,050

2,050

Total Planned & Cyclical

7,150
54%
5,850

45%

Total

13,325

100%
13,000

100%

OTHER BUDGETARY MATTERS FOR CONSIDERATION AND RISKS
The charge rates for certain categories of responsive repairs have not been changed for some years. Other charge rates and costs have also not been revised for some years in spite of organisational changes and changes to pay structures. The rates are being reviewed and RMBC have been invited to enter into negotiations to agree an inflationary increase. 

On 25 February 2008, the Senior Management Team, the Chair of the Board and Michelle Musgrave attended a debrief session on the HQN peer review. This indicated that, based on their assessment of current performance, 2010 was likely to receive a one star, uncertain prospects, rating in the forthcoming Audit Commission Inspection. A separate report will be presented on the HQN review and the potential impact of their finding on the Decent Homes Programme and the wider business.



	


Appendix 1
SERVICE IMPROVEMENTS INCLUDED IN 2008/09 BUDGET

	Service Improvement
	Impact
	Cost

£

	Tenancy Management

Establish a tenancy support team, of two officers, to create sustainable tenancies where vulnerable people are safe.  
	The project will create more sustainable tenancies and means that they are less likely to fail causing rent loss (BVPI 69) and delays in letting properties (BVPI 212)
	50,000

	Skips/waste recycling 

Skips required to clear gardens and environmental hotspots.


	Links directly with the cleaner, greener and safe agenda.  Failure to fund the service will have a high impact on the appearance of neighbourhoods as sites deteriorate.
	40,000

	BETS trainee scheme 

The scheme assists young people, who have not been engaged in education, to learn life skills to gain employment.


	The scheme impacts on customer satisfaction with the service BVPI 74.  It helps sustains tenancies which may otherwise fail.  Failure to provide the service will impact on the estate officers programmed work. 
	100,000

	Safer Estates Project Manager

Recruit a Project Manager to manage the RESPECT agenda and other tenancy and estate Management issues.  The role would be to implement projects that will improve the quality of the current service being provided.
	RESPECT and tenancy management is a high priority to customers and a key area in the inspection process. 
	33,634

	Cleaning of communal areas 

The bid is to finance all cleaning of enclosed communal areas and windows in flats.  This will address inconsistency in the current service which has resulted in complaints.
	The service impacts on customer satisfaction BVPI 74.  It is known that the Audit Commission place a high degree of importance on tenancy and estate management issues.
	75,000

	Consolidated Telephone Call Service

Set up an in-house ‘mini’ call centre. This would enable existing resources to focus upon local priorities. The service would require seven CSA’s and one supervisor. 
	The proposal will directly contribute to the delivery of excellent services, 2020 Access and Accommodation Strategy and the 2010 IT strategy and Audit Commission recommendations.
	161,653


Appendix 1 (continued)
	Service Improvement
	Impact
	Cost

£

	Tenants Incentive Scheme Prizes


	Recommended by Audit Commission in previous inspection.
	4,000

	HR Manager 

To recruit a dedicated, in house HR Manager to manage issues such as recruitment and selection, sickness, absence, disciplinary and grievance.
	Having an in house HR Manager would reduce delays in accessing advice and information via the current SLA.  This would save time to enable 2010 managers to work more efficiently in their own specialist fields.
	30,000

	Preparation for Audit Committee inspection

Additional resource to fulfil requirements of Audit Commission Inspection in June; i.e. staff awareness cards, staff training, room hire & stationery.  
	Retention of 2 stars (or better) at Inspection will continue to secure Decent Homes funding.  Increased customer satisfaction linking with strategic objective 1: Provide excellent services to all customers.  Positive media coverage.
	85,000

	Complaint’s Officer

Recruit an officer to deal with complaints.
	Risks associated with not recruiting would be; continued poor performance of the complaints service, reduced effectiveness of admin support for other functions, and increased customer dissatisfaction.
	18,774

	RBT support costs

Charges for support costs for laptops for rent officers
	Budget to continue to support laptops purchased in 2007/08 for rent officers.
	7,000

	Consultancy fees 

Consultancy fees for IT system (Anite) development
	Some critical system developments may not be possible such as those to provide information for RESPECT
	10,000

	‘Equip’ initiative 

 To employ trainees from diverse backgrounds
	Considerable work has been done already to improve the company’s position with regards to Equalities and Diversity.  This initiative will further strengthen the company’s position. 
	24,000

	Service Improvement included in 2008/09 Budget
	
	639,061


Appendix 2
SERVICE IMPROVEMENTS NOT INCLUDED IN 2008/09 BUDGET DUE TO INSUFFICIENT FUNDS

	Service Improvement
	Impact
	Cost

£

	Hardware and Admin support for Mobile Working in Neighbourhoods 

To provide laptops for Estate Management, Housing Income, Neighbourhood Champions, Housing Officers, Estate Officers and Supervisors. Also the recruitment of a temporary Project Officer to manage the programme.
	Implement mobile technology to reduce inefficiencies and deliver a faster service to our customers.  This in turn will allow for more prompt action on rent arrears management.  
	189,500

	Office improvements 

Improvements at Eastwood reception area & Neighbourhood offices to make the main reception areas more customer friendly, DDA compliant, provide suitable working areas and storage for files. 
	The proposal will directly contribute to the delivery of excellent services, 2020 Access and Accommodation Strategy and the 2010 IT strategy and Audit Commission recommendations.

Attempts to access from Money from the DDA Compliance and Capital Budgets will be made to allow the company to deliver these improvements. 
	51,000

	Provide freephone access to tenants and residents
	The company will not be able to offer a freephone facility to customers. This may impact adversely on the inspection as not all customers are currently considered to have equal access to resources.
	50,000

	Tenants Incentive Scheme (Staff)

Recruitment of an officer to administer the Tenants Incentive scheme

 
	The company may not be able to implement the Incentive Scheme initiatives which would help rent collection performance. 
	21,400


Appendix 2 (continued)
	Service Improvement
	Impact
	Cost

£

	ICT officer
Recruitment of an ICT Officer to support the ICT Client Manager and IS team. An additional systems officer would reduce the waiting time for service areas to receive support for improvements.  
	Impacts in costs in delays in system development and application that will help improve 2010 services.   Many BVPI’s rely on databases and other IT systems for calculation of performance and monitoring.  Without extra support it will be difficult to measure performance.
	33,850

	Environmental improvements 

Various schemes to reduce carbon emissions and waste and improve recycling
	The company must play its part in the reducing the negative environmental impact.  To ignore the issue may mean we have to invest heavily in the future in order to meet new legislative demands.
	26,545

	HR Assistant 

Recruit an assistant to support a in house HR Manager to address such issues as recruitment and selection, sickness, absence, disciplinary and grievance
	Budget requested to support HR Manager to enable the officer to deal with strategic issues.
	22,408

	Governance Officer

Recruit a member of staff to support all Board functions including preparing for meetings, organising induction, training, elections and appointment procedures.  Maintenance of the library/database of core company documents.
	Will reduce the pressure on the secretaries serving the EMT and will support the training and development Manager, Director of Business Development and the Assistant Director of Business Development who currently share responsibility for governance issues allowing them to focus on strategic issues.
	18,774

	Community Impact days

Providing a controlled overtime budget to allow Estate Officers to collect sort and recycle.  Encourage the community to engage in cleaning up the neighbourhood. 
	Positive impact on the appearance of the estate and the engagement of the community.
	9,100

	Service Improvement NOT included in 2008/09 Budget
	
	422,577
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