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THE ROYAL BOROUGH OF KENSINGTON AND CHELSEA 

TENANT MANAGEMENT ORGANISATION LIMITED 

 

TMO BOARD – 12
th
 APRIL 2007 

 

REPORT BY THE DIRECTOR OF FINANCIAL SERVICES 

 

BUDGET MONITORING 2006/07  

(PERIOD 11, FEBRUARY 2007) 
 

 
 
 

2. Introduction 
 
2.1 The 2006/07 TMO Company Budget reported in this paper is as per the 

2006/07 Rent Report which was presented to the TMO Board on the 12
th
 

January 2006 and subsequently agreed by Council. 
   
2.2 The TCC HRA Managed Budget for 2006/07 is now monitored against the 

revised budget as presented to the TMO Board on the 11
th
 January 2007 

as part of the 2007/2008 Rent Report. 
 
2.3 Following the Audit and Performance Committee meeting on 15 February 

2007, a revised budget deficit of £54k was agreed following decisions 
taken through the year to undertake additional unbudgeted activities. The 
current forecast deficit is £47k and is a £7k underspend against the 
revised budget.   
 
 

 
 
 
 

1. Purpose of the Report 
 
1.1 The purpose of this report is to advise the TMO Board of the forecast 

financial position of the TMO Company Budgets and the TCC HRA 
Managed Budgets for 2006/07 based on the budget monitoring for the 
period ended 28th February 2007.  

 

FOR INFORMATION 
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3. TMO Company Budgets (Revenue) Annex 1 

 

3.1 Summary - £47k Deficit  
 

The Company is forecast to deliver a deficit of £47k, in comparison to the 
original budgeted surplus of £67k and the Revised Budget deficit of £54k. 
The main reasons for the current overspend are summarised in this 
document.  This represents an underspend of £7k against the Revised 
Budget, and a £114k overspend against the original budget.  This position 
is £4k worse than that reported last month.  This forecast also takes into 
account the £235k in-year increase of the Management Fee.  

 
The variances from last month’s report are commented on below. 
 

3.2.3 Income - £6k more than last month  

• This also includes minor increases in budgeted income in several 
areas. 

 
3.2.4 People Costs – £11k positive movement from last month 

• Salary Costs - £6k decrease in salary costs  

• Consultants costs – £10k improvement from last  

• There are also other minor overspends totalling £5k. 
 
3.2.5 Establishment Costs – £22k adverse movement from last month 

• There are several minor over and underspends in this total. 
 

3.2.6 Service Delivery - £12k adverse movement from last month  

• There has been a £8k reduction in the forecast for Giro Rent 
Collection costs. 

• There has been a £11k reduction in the forecast for Cashiers costs. 

• There has been a £25k increase in the forecast for the Legal SLA as 
extra expenditure is anticipated. 

• This includes £6k costs included for bad debt provisions and writing off 
CAS income. 

 
3.2.7 Support Costs - £14k positive movement from last month   

• This has been driven by a renegotiation of the Academy maintenance 
contract. 

 
 

3.3 TMO Company Budgets - Other Issues 

 
3.3.1 The Board should also be aware that in addition to the above results, for 

statutory account purposes, the interest payable on the pension scheme 
liabilities will be calculated in accordance with FRS17. 
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This calculation is performed by our actuaries as at 31 March each year, 
and therefore cannot yet be quantified or predicted for 06/07.  Interest 
payable under FRS17 was £209k in 05/06 and £241k in 04/05.  This is 
derived from the annual actuarial valuation done at the year end and thus 
cannot be estimated with any degree of accuracy either at the time of 
budgeting or in any forecast. 

 
3.3.2 In addition, included within the TMO Company Budget, is a significant 

amount of staff time spent on LAPN which has yet to be quantified.  The 
principles behind this have been discussed and agreed at AP & C.  These 
costs need to be quantified and ought to be treated separately in the TMO 
Company accounts. Such a process would be subject to detailed technical 
discussions with our auditors. 

 
 
 

4. TCC HRA Managed Budgets (Revenue) Annex 2 

 
4.1 Summary 
 

The overall forecast for 2006/07 is for net income of £25,894k, which is 
now being monitored against the revised net income budget of £25,625k. 
This represents a projected over recovery of income of £269k or 2%, 
which is a £63k worsening from the previous report.   
Variances from the previous report or items associated with the reporting 
of this position are commented upon below and detailed at Annexes 2 & 3.  
 

4.2 Income 
 

4.2.1 There are no major variances on Income codes this month. 
 
4.3 Expenditure 
 
4.3.1 Cleaning & Pest Control 
 

There is a projected overspend of £15k on Cleaning & Pest Control which 
represents a £38k worsening compared to £23k underspend last time.  
This includes a worsening of £25k on Pest Control due to missing charges 
from RBKC Environmental Health and a worsening of £13k on the 
Cleaning Contract due to expected reconciliations not being undertaken 
until the first week of April. 
 

4.3.2 Area Revenue Works/Regeneration Schemes (Annex 3) 
 

ARB’s are projecting to spend a total of £945k in 2006/07 compared to 
total available funds for 2006/07 of £1,081k.  The decrease of £74k since 
last month is £51k in Brompton, £14k in North Kensington and £9k in 



   

  
4 

Notting Hill.  These are all due to slippages in the timetables of works that 
have yet to be undertaken.  This level of expenditure would give rise to an 
HRA reserves balance of £136k at 31 March 2007.   
 
There is a significant risk that the funding for Regeneration Schemes will 
not be spent.  Current indications are that from funding of £269k this year, 
less than £100k is likely to be spent before 31 March 2007.  
 

4.3.3 Transfer To/From Reserves 
 

The revised budget assumed that £320k additional ARW expenditure 
would be funded by the ARW reserve and an £83k underspend by 
Lancaster West EMB would be transferred to the reserves, making a 
budgeted net transfer from reserves of £237k.  The main change in the 
current period is the decrease in the forecast for the ARW of £74k (see 
section 4.3.2 above) which will reduce the required transfer from the ARW 
reserve. 
 

5. HRA (Managed) Capital Programme (Annex 4) 
 
5.1 Summary 
 
 As at the end of February 2007 the underlying forecast outturn position for 

the HRA Capital Programme is expenditure of £23,910k, which represents 
a 0.05% (£108k) over spend in comparison to the revised budget of 
£23,803k. 
 

 This projection has increased by £146k from the previous report.  The 
majority of the movement arises from the revised projections on Decent 
Homes – Tranches 1- 3 and 4 (see 5.2 below). 
 
Projected March expenditure is £5 million. This is considered achievable 
and has been prudently projected, however because there are a number 
of large invoices anticipated risk is polarised to a few projects which 
require managing. 
 
There is a provision for LAPN consultant framework costs of £30k, which 
requires clarification. 
 
Sundry Maintenance had an original budget of £500k, of which £129k has 
been allocated, with a further £250k identified but not yet processed. 
 
Significant Items associated with the reporting of this position are 
commented upon below and detailed at Annex 4.  
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5.2 Decent Homes 
 

Tranches 1-3.  The forecast outturn of £6,951k represents an overspend 
of £530k in comparison to our current forecast. There has been some 
reallocation of costs between Tranches 1-3 and Tranche 4 

 
Tranche 4.  The Tranche 4 works programme shows a reduction against 
forecast of £900k. Expenditure during March is forecast at £2,363,000 of 
which £1,200,000 relates to pipeline expenditure on February certificates. 
 
The annual forecast for Tranches 1-4 is now expected to be £11,250k, 
compared to the revised forecast of £11,533k and a revised budget of 
£11,621k. 
 
External Decent Homes.  The feasibility studies for external Decent 
Homes work were received at the end of January 2007. The combined 
funding is £16.5m (£6.5m Tranche 4 internal and £10m for external 
works). Board approval has been received for an additional £3m to cover 
the additional internal works, however, it is anticipated that this will be off 
set by a reduction in the monies required for external decent homes. 
 

5.3 Elm Park Gardens.    Continued good progress on the 1960/70 blocks has 
increased the forecast spend by £213k over last months projection.    

   
5.4 Wiltshire Close – Emergency Works (Boilers/Flues) 
 
 Current forecast for the year stands at £435k. March expenditure is 

expected to be £159k. 
 
 5.5 Wiltshire Close – Lifts 
 
 The forecast outturn of £822k represents an under spend of £289k against 

the revised budget and a £107k reduction from last months report. 
Construction difficulties continue. 

 

6. Conclusion 
 
6.1 The TMO Board is asked to note the contents of the above report. 
 
 
 

Redmond Lee 

Director of Financial Services 
 




