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ON WEDNESDAY, 7th July 2004  


TITLE:  Education Revenue Budget  Outturn2003/04 issues 


RECOMMENDATION:

Members are asked to accept the proposals contained in this report.


EXECUTIVE SUMMARY :

This report provides details of the issues arising from monitoring of the 2003/04 revenue budget.


BACKGROUND DOCUMENTS:

Various working papers and reports.

(Available for public inspection)


CONTACT OFFICER  Robert McIntyre                  Tel. No.  778 0196        


WARD(S) TO WHICH REPORT RELATE(S)      None specifically


KEY COUNCIL POLICIES           2003/04  Revenue Budget


REPORT DETAIL

1.
INTRODUCTION 

1.1 At the last meeting of budget committee members requested details of a reported loss for Citywide Services, Building Cleaning Contract identified in the provisional final accounts report for 2003/04. This report deals with details of the loss as well as the current trading position of the contract

2
 FINAL ACCOUNTS  2003/04

2.1 Citywide Services is a Direct Services Organisation, which is part of the Education and Leisure Directorate. Citywide was created in 1988 as a result of CCT legislation and provides services under three contract areas; these are School Catering, Staff and Welfare Catering, Building Cleaning, and Commercial Catering. It is important to note that Citywide has been established with a central management and administrative organisation, which provides support to the three contracts. This organisation does mean that overheads which are included in the final trading position are apportioned to contracts over the year on the basis of estimated business turnover. 

2.2 In 2003/04 Citywide services achieved an overall trading surplus (after overheads) of £160,735 which was made up of the following




      Commercial Catering                               £  15,219   surplus




   
      School, Staff and Welfare Contract
£232,756   surplus




                  Building Cleaning Contract

£  87,240   loss.

      As can be seen from this analysis the DSO is continuing to operate with a surplus. However the objective of Citywide is to at least break even on each of its contracts. The City Council’s revenue budget strategy has however required that DSOs make surpluses to support the overall level of balances. With the improved financial health of the City Council it has been agreed that Citywide can utilise its surplus over the next two years to fund a £400,000 reinvestment programme.

2.3 In reviewing the outturn position for the Building Cleaning contract it is important to remember that this contract and the two catering contracts make contributions to the management overheads of Citywide. For 2003/04 the three contracts made contributions to the Citywide overheads of £545,632.






     Commercial Catering


£ 62,724



                 School, Staff and Welfare contract
£331,430



                 Building Cleaning Contract

£151,478

   It is important to note that at the operational level the Building Cleaning contract is in surplus prior to the allocation of overheads.


2.4 Major factors that contributed to the Building Cleaning loss at year-end were

   

2.4.1 Equipment £7,700 – Some of the equipment which is used is old and therefore the DSO needs to spend an increasing amount on renewing it. Without this investment the DSO would become less competitive.  From 2004/05 an enhanced investment programme has been built into the budget



2.4.2 Management Overheads  £25,700– Resulting from the introduction of Best Value accounting code of practice there has been a review of central charges and changes to SLAs. This change has become more significant as the service is facing increasing competition as schools exercise their rights in the market place and the service felt the full year effect of a few schools opting to place the service with the private sector. Despite a small reduction in customers the service is highly regarded by most schools and scored highly in its recent brokerage assessment. 



2.4.3 Recruitment Advertising    £1,700– Additional advertising in respect of staff vacancies 



2.4.4   Additional labour costs   £67,800 –The cost of labour is over budget due to additional works (which has been covered by additional income) and an overspend due to sickness. During 2003/04 the DSO has implemented a new sickness monitoring system, which has highlighted the areas of concern. This sickness monitoring system is having the effect of reducing sickness and has resulted in a number of dismissals under the council’s sickness monitoring scheme.

   2.4.5 Additional Income £18,000 – this results from additional works to the contract.

TRADING HISTORY OF THE BUILDING CLEANING CONTRACT

3.1 Listed below is the trading history of the Building Cleaning Contract  which shows in the last 6 years prior to 2003/04 the contract has made surpluses totalling £398,984.





2002/03
£  39,147





2001/02
£  15,838





2000/01
£  89,602





1999/00
£  59,083





1998/99
£  78,169





1997/98
£117,145

4. 2004/05 CURRENT TRADING POSITIONS

4.1 The budget and charges for 2004/05 have incorporated changes to ensure that the overspending does not happen in 2004/05 and that the contract can return to its more normal profit level. In 2004/05 the Building Cleaning contact is reporting a surplus position of £2,121 at 31st May 2004, which is £1,868 favourable to budget. At this stage in 2003/04 the service was reporting a loss of £43,000.

5. RECOMMENDATIONS 

5.1 Members are requested to approve the report outlining the reasons for the Building Cleaning Contract in 2003/04 making a loss return. 
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