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Navigation Account Dredging programme costs compared to income and expenditure to the end of February 2008
Report by Head of Finance

	Summary:
The aim of this report to is to update members on the dredging programme costs for 2007/08 using Broads Authority internal recharging rates and to compare these to the actual income and expenditure to the end of February 2008.  The major variances are explained.  The report concludes that the Authority was able to provide the dredging service at £42,000 less than compared to that which would have been charged by May Gerney for the same service.
As previously agreed, at the end of the first 6 month period to the end of March 2008 a full detailed variance analysis will be presented.

  


1
 Introduction

1.1
Appendix 1 shows the revised budget for 2007/08, the costs recovered using the Authority’s internal recharging rates to February 2008, and the actual income and expenditure to the end of February 2008.
2
Major Variances

2.1
EXPENDITURE:

2.1.1
Labour Costs – variance £11,858

More costs have been recovered under the dredging programme than have actually been incurred.  This is because a generous estimate was made of the number of day lost to sickness and holiday.  The reality is few holiday days and sick days have been taken by the dockyard team.   In addition some of the navigation works and maintenance team have assisted with the dredging programme at a gross salary cost of £2,713.
2.1.2
Overhead Costs – variance £28,148

More costs have been recovered under the dredging programme than have actually been incurred.  This is due to two reasons:

(i) A generous estimate was made of the number of day lost to sickness and holiday.  The reality is few holiday days and sick days have been taken by the dockyard team.
(ii) Some of the overhead costs occur at the year end such as the loan capital and interest payments, professional fees, and some of the site services costs.  

2.1.3
Disposal Costs – Variance £3,200

This small variance has occurred as cost per the dredging operation include £3,200 for plant hire, for which the Authority did not receive the invoice until March 2008 and is therefore not in the income and expenditure figures to February 2008.

2.1.4
Plant – Variance £17,450 

More costs have actually been incurred than have been recovered.  This is because the maintenance figure includes £35,000 for the purchase of new equipment (two cranes) and the number of plant hours used has been less then the original estimate on which the plant rate is based.
3
Financial Implications
3.1
The actual costs incurred to the end of February 2008 are £246,080 which is £118,020 less than the revised budget of £364,100. It looks unlikely that the dockyard operation budget for 2007/08 will be overspent.
3.2
The costs recovered onto dredging projects are £271,836, however £28,179 is for training, work to the dockyard, assisting navigation rangers in the removal of obstructions, assisting the river works team and scrub clearance. This is expected as budgets were reduced in the relevant areas of the navigation account in anticipation that the dockyard team would perform some of the work.   Plant maintenance has cost £41,927 in labour and overhead costs; this is due to maintaining old equipment. This maintenance is ongoing and £85,000 is budgeted for 2008/09. 
3.3
The total charge from May Gurney for the same amount of dredging and river works, scrub clearance and removal of navigation obstructions would have been £313,788 (£297,596 + £3,085 new jobs + £13,107 other works). This is £41,952 more expensive than the Authority providing the service.  The dredging programme for 2007/08 shows dredging costs of £198,987 as it does not include the £28,179 as discussed in in paragraph 3.2 or the £41,927 maintenance or £2,743 costs on new jobs.  It could be argued that the maintenance cost should be included in the authority’s overhead rate for the year.  However the important point to note is that the authority was able to provide the dredging service at £42,000 less than May Gurney would have charged.  

3.4
The labour costs are on track to be fully recovered.  The plant costs may not be, but this is dependant on the plant usage in March 2008.  We will be able to learn from the experience of plant usage in the first six months to better forecast a suitable plant rate in future years.
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