PART 1

(OPEN TO THE PUBLIC)
ITEM NO.


REPORT OF 

THE DIRECTOR OF DEVELOPMENT SERVICES 


TO THE LEAD MEMBER FOR DEVELOPMENT SERVICES on 2nd FEBRUARY 2004


TITLE:
BUDGET MANAGEMENT REPORT FOR APRIL TO DECEMBER 2003/04 FOR HIGHWAY SERVICES

RECOMMENDATIONS:


1. That Lead Member notes the current position and that the 98k deficit should be manageable in the current financial year.

2. 
That further monitoring reports are produced for the remainder of the year.


EXECUTIVE SUMMARY:

The service is currently showing a 98k deficit based on the data supplied. This is a marked deterioration from the 15k deficit position reported up to the end of November and is mainly attributable to less income being generated in December due to the Christmas closedown. This deficit is still thought to be manageable and the service should return to a more viable position in the final three months of the year as activity picks up again.  


BACKGROUND DOCUMENTS:

(Available for public inspection)

Budgetary Control File 2003/04

Financial Information from SAP


ASASSESSMENT OF RISK:

Failure to monitor the budget and instigate appropriate actions of findings can lead to significant over/underspends in 2003/04 that will affect the financial health of the City Council.

THTHE SOURCE OF FUNDING IS:

Not applicable as the report is monitoring the budget.

LEGAL ADVICE OBTAINED:

Not required for this report.

FINANCIAL ADVICE OBTAINED:

Report prepared by the Outstationed Group Accountant for Development Services.


CONTACT OFFICER:

Dave McAllister 0161 793 2482


WARD(S) TO WHICH REPORT RELATE(S):

All

KEY COUNCIL POLICIES:

City Council Revenue Budget 2003/04



DETAILS (Continued Overleaf)

1.0 Background Information

1.1 Throughout the year on a monthly basis the “Revenue Budget Management Group”, (RBMG), meets to discuss issues on the budget. This group is chaired by Accountancy assisted by the Deputy Director of Development Services where Section Managers and Administration Officers are scrutinised on their respective budget issues.

1.2 The minutes of this meeting are circulated to the Directorate Management Group to aid financial decisions and actions to be implemented throughout the year to improve future budget reports. This report has been prepared following the December meeting of the group.

2.0 Budget Monitoring 2003/04

2.1 Expenditure

2.1.1 From the Appendix it can be seen that expenditure included for the first nine months totals £3625k.

2.1.2 Expenditure is based on the actual postings recorded on SAP to the end of December 2003 together with a pro rata amount for those items that are charged at the year end. 

2.1.3 An estimate has been made of the value of invoices due from sub-contractors to the end of December and included in the expenditure figure above.

2.2 Income

2.2.1 From the Appendix it can be seen that income included for the first nine months totals £3527k.

2.2.2 Income of £2807k has been claimed and it is estimated that there is work to the value of £720k still to be claimed for works undertaken up until the end of December giving an expected income of £3527k.

2.2.3 Therefore, if this income were to be collected in full this would result in a deficit of £98k. Caution must be exercised with this figure because full collection does not always occur for reasons such as retentions or claims being over-stated in relation to the work undertaken.

2.3 Outstanding Claims

2.3.1 In order to improve the reliability of the income figures included above a regular discipline has been installed for the making of claims. This has resulted in a reduction in the value of claims outstanding.

2.3.2 From the Appendix it can be seen that the outstanding claims figure is currently £277k. Of this figure, £152k is for claims only recently made and is therefore reasonable to be outstanding.

However £125k of this amount relates to claims raised before November and enquiries should be made in relation to these.

2.3.3 It is known that there is still a number of old claims relating to periods prior to this financial year that have not yet been claimed. These are not included in the 720k work done not claimed figure shown on the statement for the current year. Therefore, if these old claims were included in this year it would result in additional income for Highway Services without any additional expenditure. The amount of these claims is currently being quantified but is thought to be in the region of 50k. This offers some scope to reduce the deficit reported above if required. 

3.0 Conclusion

3.1 Although the Appendix indicates a deficit of £98k this figure must be treated with some caution due to various estimates having to be made and the distorting effect of the Christmas closedown. 

3.2 This deficit position should still be manageable as historically there is increased activity in the final three months of the year and more profitable works are completed. Also, there are a number of old claims still outstanding and these can be claimed, if necessary, when a clearer position is known nearer to the year-end.

4.0 Recommendations
4.1 That Lead Member notes the current deficit position, improvements made to the claims procedures and receives further reports throughout the remainder of the year.

Malcolm Sykes

Director of Development Services
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