REPORT TO BUDGET COMMITTEE   
4 SEPTEMBER 2002

HIGHWAY MAINTENANCE UNDERSPEND 2001/02

RECOMMENDATION

Members are asked to note the reasons for why the underspend occurred on the Highways Maintenance Budget for 2001/02.

EXECUTIVE SUMMARY

The report contains the reasons as to why an underspend of £335k occurred on the Highways Maintenance Budget for 2001/02.

BACKGROUND DOCUMENTS

Final Accounts Working papers and Budget Monitoring documents.

CONTACT OFFICER

Nigel Dickens Tel: 793 2490

WARDS TO WHICH REPORT RELATES

All

KEY COUNCIL POLICIES

2001/02 REVENUE BUDGET

REPORT DETAIL

1.0 BACKGROUND TO REPORT

1.1 At the previous meeting Members received a report on the provisional outturn position for the City Council. Within the report the position for each Directorate was summarized together with brief reasons for this.

1.2 For Development Services the report indicated an overall underspend of £375k with the main reason being an underspend on Highways works of £335k. Members requested full details and reasons as to why this occurred.

2.0 INTRODUCTION

2.1 The budget on Highways Maintenance for 2001/02 was £4.2m and the final expenditure position was £3.865m and as such the underspend represented 8% of the budget.

2.2 For Development Services the budget for 2001/02 was £23.832m and the final expenditure position previously reported was £23.457m and the underspend was 1.5% of the budget.

3.0 reasons for the underspend

3.1 There are numerous contributory factors which when taken together resulted in the underspend and these are detailed in the paragraphs below.

3.2 APPRECIATION OF THE OVERALL FINANCIAL POSITION
3.2.1 Within the Directorate Budgetary control is exercised through monthly monitoring meetings at which all Section managers attend to discuss progress on their respective budget. This meeting is chaired by Accountancy and attended by the Deputy Director to allow a view to be formed of the overall position for the Directorate.

3.2.2 One of the key messages that is always made is that budgets must not overspend and that if problems arise then compensatory actions must be taken. This can lead to one area of the Directorate being asked to hold back expenditure or generate additional income to offset a potential problem.

3.2.3 The main budgetary problem, which the Directorate has faced in recent years, is the attainment of various income targets. Whether they will be achieved or not is often outside the direct control of the Directorate. The result of this is that in order to compensate for anticipated shortfall reductions in expenditure are required.

3.2.4 For the Directorate one of the main expenditure budgets where it is possible to hold back expenditure is on the Highways Maintenance works budget.

3.2.5 As such the budget holder was instructed for 2001/02 to ensure that the budget would not overspend whatever occurred during the year. The Directorate was also aware of the criticism it received in previous year's when this budget had overspent, which led to a general holding back of expenditure to achieve this.

3.2.6 Also the way that the type of expenditure changed during 2001/02 from previous year's with a large increase in reactive maintenance led to reductions in programmed works. 

3.2.7 The effect of the above meant that as the bottom line position for the Directorate became clearer during the year it wasn't physically possible to spend up to the budget. Additionally the Directorate held the view that given the Council's position it was better ensure an underspend, rather than overpsend through unforeseen items occurring at the end of the year.

3.3 UNDERTAKING THE BEST VALUE REVIEW
3.3.1 Many of the senior managers on Highways Maintenance during 2001/02 had to devote considerable time to undertaking the best value review.

3.3.2 This obviously led to a slight delay to the implementation of programmed schemes as priority was given to the review. This helped contribute towards the overall underspend.

3.3.3 During the Best Value review it became apparent that there would be a need to integrate staff from Highways Maintenance with those at Highways Services. This would involve expenditure at Swinton Hall Road Depot for which there were no identified budgets. 

3.3.4 The underspend that has now arisen for Development Services gives the opportunity for funding to be identified for the relocation. As such a request has been made to allow the underspend to be carried forward.

3.4 MANAGEMENT INFORMATION SYSTEMS
3.4.1 Historically there has also been a level of uncertainty as to the position during a year as to the level of expenditure incurred. This has been due to the time taken from the placing of an order, work being undertaken by Highway Services, claims being made for work done and then the claims being paid.

3.4.2 This uncertainty combined with the points of section 3.2 above as regards not overspending led to caution with the levels of orders for work being placed.

3.4.3 However during 2001/02 a new management information system, SBS, has been installed and this together with the introduction of certain recommendations arising through the Best Value review will avoid this issue in future year's. 

3.5 STAFF ABSENCES
3.5.1 During 2001/02 certain key posts have been vacant for a combination of reasons which has helped contribute to delays in delivery of the programme and hence the underspend.

3.6 COMMUNITY CONSULTATION
3.6.1 For two schemes it was not possible to delivery them during 2001/02 as delays occurred through community consultation. These will be undertaken in 2002/03.

4.0 conclusion

4.1 It is not possible to pin point one factor in isolation as to why the budget underspent, or how much each of the points above contributed to the final position.

4.2 The combination of the above points led to a cumulative effect resulting in the underspend of 8% of the Highways Maintenance budget and 1.5% of the Directorate budget.

4.3 A request has been made to carry forward the underspend to aid towards the implementation of the Best Value improvement plan.

5.0 recommendation

5.1 That Members note the reasons for the underspend on the Highways Maintenance budget for 2001/02.
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