	PART 1

(OPEN TO THE PUBLIC)
	ITEM NO.9


REPORT OF THE HEAD OF FINANCE

TO THE LEAD AND EXECUTIVE SUPPORT MEMBERS 

FOR CUSTOMER AND SUPPORT SERVICES

ON 5th MARCH, 2007  

Subject : FINANCE DIVISION – PERFORMANCE REPORT FOR Q/E 31ST DECEMBER 2006

RECOMMENDATION :
That the report be noted.

EXECUTIVE SUMMARY :

The report identifies performance against service plan targets and other performance issues for the December 2006 quarter and provides more up-to-date information where relevant.

BACKGROUND DOCUMENTS :
Not for publication by virtue of paragraph 1 (staffing matters)

ASSESSMENT OF RISK :
None

______________________________________________________________________________

LEGAL ADVICE OBTAINED : 
Not applicable

______________________________________________________________________________

FINANCIAL ADVICE OBTAINED :
Not applicable

______________________________________________________________________________

CONTACT OFFICER :
John Spink

Tel No : 793 3230











E-mail : john.spink@salford.gov.uk

WARD(S) TO WHICH REPORT RELATES :
None

KEY COUNCIL POLICIES :

None

KEY ACHIEVEMENTS FOR THE QUARTER

Operational Performance Targets

· Mostly on, or ahead of, target, with only the debt outstanding target behind schedule.
Balanced Scorecard Service Improvement Priorities

· Progressing well, with 65 of 69 targets on or ahead of schedule.

Accountancy 

· Financial close on LIFT and PFI 2

· Budget preparation

Debtors

· Continued focus on minimising outstanding debt.

Creditors

· Above 99% prompt payment achieved again during the quarter.

E-Trading

· 40% of purchase orders placed using suppliers’ websites and 57% of orders placed by e-mail, through greater automation of processes.

General

· The CPA Use of Resources assessment for 2006 was announced giving Salford a strengthened 3 star rating overall 
· Local Government Chronicle 2006 Finance Awards – 6th Nov 06

· Innovation Award - winner (E-Trading team submission)

· Best Exchequer Team of the Year - runner-up (won in 2005)

· Accountancy Age Public Sector Finance Team of the Year Awards - 15th Nov – runner-up 

· Local Government Chronicle 2007 Awards – 12th March 07

-    Finance Team of the Year - shortlisted

· Institute of Credit Management – 14th March 07

      -    Performance Improvement Award - shortlisted
QUARTERLY REVIEW OF SERVICE PLAN TARGETS AND ACHIEVEMENTS

Key Operational Targets

	Service Area    
	Target
	Position at 31st December

	Accountancy
	Earlier closure of accounts
	Achieved

	Accountancy
	Complete monthly bank and cash reconciliations within 3 weeks of month-end
	On target

	Accountancy
	Submit  monthly VAT returns within 2 weeks
	On target

	Accountancy
	Submit grant claims by the due date
	16 on target, 5 late

	Debtors
	Reduce debt over 60 days by 10%
	Behind target

	Creditors
	Pay 98% of invoices within 30 days
	Ahead of target

	Payroll
	Submit statutory returns/documents on time
	Achieved ahead of target

	E-Trading
	Reduce no of paper invoices by 24,000
	On target

	Finance Division
	Savings of £268k
	On target


Balanced Scorecard

	Objective Category   
	Targets
	On Schedule
	Behind Schedule

	Internal
	25
	22
	3

	Finance
	16
	16
	

	Customer
	8
	8
	

	Learning & Growth
	20
	19
	1

	Total
	69
	65
	4


Targets behind schedule are :-

· Develop internal communications plan – target now deleted
· Implement CRM system for employee shared services – timetable revised to 2007/08 to allow strategic approach with HR to be developed
· Update intranet/internet – target completion 31st March
· Deliver Finance business continuity plan – draft close to completion – target 31st March
Cabinet Workplan Priorities

The Head of Finance and/or outstationed Principal Group Accountants are closely involved with supporting members and directors in progressing the following Cabinet priorities :-

· Undertaking a Council-wide spending review

· Housing stock options

· Developing the Urban Vision partnership

· Implementing the Municipal Waste Strategy

· Building Schools for the Future

OTHER DEVELOPMENT AND PERFORMANCE ISSUES DURING THE QUARTER

SENIOR MANAGEMENT

2007/08 Revenue Budget and Capital Programme 

The spending review of services progressed well during the quarter, with issues papers and efficiency proposals from each directorate produced for consideration by Budget and Efficiency Group, and concluding in determining the final recommendations for the revenue budget and capital programme that were approved by Council on 21st February.

The second stage of budget consultation was undertaken with a public meeting held on 16th January on budget proposals for 2007/08.

The annual directorate decision conference was held in November, preceded by a Finance Division event, both of which were successful in identifying further budget efficiencies and investment priorities.

Building Schools for the Future (BSF)

The Head of Finance and Children’s Services Principal Group Accountant are members of the BSF Delivery Team and the latter, in particular, has been integral in supporting the development of the Strategic and Outline Business Cases, the appointment of financial advisers and developing affordability models in shaping the school remodelling proposals.

Work has progressed towards finalising the Outline Business Case for submission to PfS

Housing Stock Options

Participation in the Corporate Impacts Working Group to consider the impact upon non-housing services of the stock options implementation.

SAP

Updating Martin Vickers on SAP projects and how they support Think Efficiency programme.

Fleet management implementation continues to require a significant resource input from the SAP Team particularly in relation to billing runs - discussions have taken place with VMS with a view to achieving handover by 31st March.

Equal Pay

SAP configurations were finalised, records set up, cheque runs undertaken and liaison with HR on verifying service records of individuals ready for signing events which have been held on 27th January and 12th February with HR, providing support of 7 finance staff and ensuring our team were briefed in their responsibilities. Signing events were very successful and excellently supported by our Finance Team. Regular briefings with the Leader have been held. Further signing events are scheduled in March, with a mop-up event in April. Meeting with HMRC to determine how composite tax/NI rate will be calculated.

Investors in People

A diagnostic assessment was held in early February, which went well with some very positive feedback which has given us the assurance that we are on target to submit a successful formal application for IIP accreditation.

Think Efficiency

Attending regular meetings of Think Efficiency group chaired by Martin Vickers and providing analysis of costs over directorates for key themes to support the spending review.

Dormant Trust Funds

Meeting with Community Foundation to agree the steps necessary to transfer dormant trust funds to Community Foundation, and preparation of report seeking formal approval to the transfer.

Greater Manchester Police Authority

The main focus during the quarter was supporting meetings of the Authority, its committees, working groups and panels, together with officer meetings, the main aspects of which covered final accounts, the statement of internal control, income generation, capital receipts, insurance, prudential code, governance and CPA. 

ACCOUNTANCY

The main focus of the service during the quarter was the preparation of the revenue budget for 2007/08, culminating in approval at Council on 21st February.

Budget monitoring also proceeded during the quarter with regular monthly reports to directorate senior management, lead members and Budget Scrutiny Committee.

Bank and cash reconciliations continue to be completed accurately and promptly, with the December reconciliations having been completed by 16th January

Significant contributions were made to financial close on Walkden and Pendleton LIFT sites, with advice given on payment mechanism, and also to the PFI 2 financial close.

Significant new accounting changes for financial instruments were released by CIPFA, together with associated draft regulations from DCLG, which has required in depth analysis of the potential financial impact upon the Council and response made to CIPFA and DCLG respectively.

The CPA use of resources results were announced giving Salford a 3 star rating overall, with across-the-board 3 stars for each of the 5 sections : financial reporting, financial management, financial standing, internal control and value for money. Improvement from 2 star was made in internal control, whilst 3 of 11 sub-sections increased from 2 to 3 and 1 sub-section from 3 to 4 (probity), thus strengthening the overall 3-star rating.

All outstationed groups continued to provide the necessary routine support required by directorates in dealing with a myriad of issues around budget preparation, budget monitoring and financial advice. They have also been called on by all directorates to provide information for the spending review, which has required a significant amount of resource.

Bob McIntyre was appointed to Assistant Director in Children’s Services on a temporary basis and consequential appointments were agreed and implemented.

PAYROLL

Payroll Manager – Ian Simpson commenced on 9/10/06.

Schools - the employment status of head teachers is cropping up on a regular basis, with an increasing number of schools sending invoices through for payments to new ‘consultants’ and has been raised with Children’s Services. The visitation programme continues to provide a good link between schools and payroll, with priority being given to visits to schools that we have ongoing payroll issues with. 

NPHL - the accuracy of new starter inputs on SAP was highlighted in December, with concerns about Payroll Officers having to double-check every input field for accurate data. CBS timesheets were again submitted after deadline, which is an ongoing issue that Payroll is working to resolve.

Highways - backdated arrears for 03/04 & 04/05 were paid in December.

SCL - in general this payroll area is running well with few areas of concern. The mileage claims are now coming through electronically and absence is also entered on-line. This has enabled the release of an agency member of staff. Leisure centres began using on-line absence reporting in December and Payroll will start to see the benefits from January.

Travel Schemes –the Bus Pass Season Ticket Purchase Scheme is proceeding with the only piece of work remaining before rollout being to draw up the actual agreement employees sign.

Urban Vision

Sickness inputting via the SAP absence module is slowly being rolled out across Urban Vision, which is starting to decrease the processing time in Payroll. 

Helpdesk - 97% of calls are regularly answered within 20 secs.

DEBTORS

	Rebased Start of

Year Position
	This Quarter
	Last Quarter
	12 months ago
	Target by 31/3/07

	Total Net Debt

 Net of land charges
	£10.359m

£9.915m
	£16.917m

£16.451m
	£9.910m

£9.298m
	

	of which :-
	
	
	
	

	Over 30 days old                   £2.335m
	£2.198m
	£2.587m
	£2.824m
	£2.101m

	Over 60 days old                   £1.573m
	£1.633m
	£1.917m
	£1.794m
	£1.416m

	Over 120 days old                 £1.321m
	£1.363m
	£1.347m
	£1.274m
	£1.189m

	Subject to :-                

-instalments/payment agreements 

· land charges

· legal action
	£0.695m

£0.348m

£0.517m
	£0.638m

£0.369m

£0.523m
	£0.799m

£0.612m

£0.642m
	


Total debt outstanding has reduced substantially in the quarter, as has debt over 30 and 60 days, although debt over 120 days has increased marginally. 

As at 31st January, the outstanding debt position has progressed to :-

· over 30 days

£2.038m - a reduction of £160k and £63k below target

· over 60 days

£1.614m – a reduction of £19k, but £198k above target and an increase of £41k on the start of year position

· over 120 days

£1.322m – a reduction of £41k, but £133k above target and virtually the same as the start of year position

There continues to be substantial value of debtors accounts raised. In January, £15.5m of invoices were issued, mostly related to social care and schools.

Outstanding mortgage debt has reduced from £132k (37 cases) to £122k (33), of which 18 cases are in arrears by £38k. 

Work is progressing well with e-mailing invoices to schools and direct debit payments for commercial rents and schools. 55% of schools signed up to direct debit payments within a week of request.

CREDITORS

Performance in processing invoices for payment within 30 days of receipt is as follows :-

	
	This Quarter
	Last Quarter

	
	Oct
	Nov
	Dec
	Cum YTD
	Cum YTD

	Statutory Target
	
	
	
	100%
	

	Local Target
	
	
	
	98%
	

	Performance 2006/07 
	99.3%
	99.6%
	99.3%
	99.4%
	99.37%

	Performance 2005/06
	99.7%
	98.7%
	99.7%
	96.7%
	


The quarter saw consistently excellent performance above 99% throughout and continues to be significantly above the target for the year. In January, performance dipped to 98.4%, which is consistent with previous years where it appears that directorate staff are not clearing invoices before the Christmas period despite being provided with instructions to do so.
Cumulative performance for NPHL is 93.9% and for SCL 99%. Performance for SCL achieved 100% in December and January.

70% of all payments were made by BACS. This figure rises to over 84% for trade vendors only. 

The document imaging process previously undertaken by Anite transferred in-house on 17th October and processing continues to be up-to-date.

The number of invoices processed is now 20% less than 12 months ago and 40% less than 2 years ago following improvements in electronic processes and the use of purchasing cards. Staffing has been reduced by 30% in this time.

E-TRADING

There are now over 300 users of purchasing cards. A review of their usage has now been launched. Initial discussions have been held with schools and a pilot involving 7 schools is to be undertaken. A project has been started with ICT to create an interface to upload daily purchase card transactions to SAP to replace manual input.

Over 40% of purchase orders for goods are now created using catalogues held on supplier websites (up from 30% last quarter). The proportion of purchase orders that are sent to suppliers using e-mail or XML is now 57%. For the same period last year this was 45%. 

A series of workshops were held in the period regarding transforming the processes for handling Domiciliary Care invoices and payments.

The Team’s achievements over the past 12 months were recognised by Salford winning the Local Government Chronicle Finance award for innovation in procurement and payment processes.

INTERNAL AUDIT

Salford Team

17 draft and 8 final reports issued in the quarter. 70% of audit plan achieved as at the quarter-end, and 83% by 31st January, which is on target. Workshops were held with Housing & Planning regarding Stock Options and with Children’s Services concerning BSF risks.

Computer Audit Team

New work commenced with Knowsley and Liverpool. Positive reaction at Children’s Services ICT Partnership Group to summary of ICT governance report. Presentation to GMPA members on call centre risks was very well received. However, both Blackburn and Sheffield have cancelled all remaining audits this year due to contractual issues with their IT outsource supplier. 

External

Forecast is for 100% delivery of plan for New Prospect. Between 90% to 95% for GMPA
Energy Audit Team

Agreement in principle to provide the energy audit service to the new housing companies has been agreed. As part of the spending review, a programme of energy saving measures and a staff awareness strategy was prepared for consideration. A shared savings contract was agreed with Hope High school for heating controls to be fitted. Aerial infrared thermography is to take place soon over the City in conjunction with housing. Adverts for all the electricity contracts were sent to OJEU.

Insurance Claims

The tendering process for insurance brokers was completed and a recommended to appoint Aon was agreed. 

Appendix 1 sets out comparative details of liability, motor and property claims over recent years. Liability claims seem to be continuing to taper off for the residue of last year’s claims when compared to the same time in previous years, but current year’s liability claims are broadly at the same level as 2 years ago and higher than last year by about 25%, yet the average value of claims has reduced. It is believed that this change in trend is caused by a possible increase in vehicular road condition-based claims rather than footpath tripping claims and an exercise is being undertaken to examine trends in both these types of liability claims. Motor claims seem to be greater in volume though lower in cost than last year, whilst property claims seem to be higher both in volume and value than last year, although below some earlier years.

Staffing

New structure approved and appointments progressing.

JOHN SPINK

Head of Finance  

	Claims for Previous Year as at 31st March of the following year
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	COMPARISON OF LIABILITY CLAIMS TRENDS OVER TIME
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Claims for Current Year as at 31st March of each year

	
	
	
	
	
	
	
	

	[image: image2.png]180
180
140
120

r 1,400,000
1,200,000
1,000,000

= o of Claims

—+—Value of Claims

200,000






	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


	COMPARISON OF POSITION AT DECEMBER QUARTER-END
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	Year
	No of Claims
	Value of Claims
	Average Value
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	1998/1999
	    150 
	      149,041 
	        994 
	full year
	
	
	
	
	
	
	
	

	1999/2000
	    144 
	      352,049 
	     2,445 
	full year
	
	
	
	
	
	
	
	

	2000/2001
	    135 
	      168,533 
	     1,248 
	full year
	
	
	
	
	
	
	
	

	2001/2002
	    135 
	      195,497 
	     1,448 
	full year
	
	
	
	
	
	
	
	

	2002/2003
	    148 
	      218,217 
	     1,474 
	full year
	
	
	
	
	
	
	
	

	2003/2004
	    155 
	      247,154 
	     1,595 
	full year
	
	
	
	
	
	
	
	

	2004/2005
	    255 
	      254,685 
	        999 
	full year
	
	
	
	
	
	
	
	

	2005/2006
	    182 
	      241,710 
	     1,328 
	full year
	
	
	
	
	
	
	
	

	2006/2007
	    172 
	      111,165 
	        646 
	to 31/12/06
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	Year
	No of Claims
	Value of Claims
	Average Value
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	1998/1999
	    123 
	      376,165 
	     3,058 
	full year
	
	
	
	
	
	
	
	

	1999/2000
	    162 
	      708,506 
	     4,373 
	full year
	
	
	
	
	
	
	
	

	2000/2001
	    119 
	   1,241,079 
	   10,429 
	full year
	
	
	
	
	
	
	
	

	2001/2002
	    114 
	      824,734 
	     7,235 
	full year
	
	
	
	
	
	
	
	

	2002/2003
	    110 
	      497,616 
	     4,524 
	full year
	
	
	
	
	
	
	
	

	2003/2004
	      88 
	   1,117,120 
	   12,695 
	full year
	
	
	
	
	
	
	
	

	2004/2005
	    102 
	      716,714 
	     7,027 
	full year
	
	
	
	
	
	
	
	

	2005/2006
	      63 
	      215,725 
	     3,424 
	full year
	
	
	
	
	
	
	
	

	2006/2007
	      81 
	      527,008 
	     6,506 
	to 31/12/06
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