	PART 1

(OPEN  TO THE PUBLIC)
	ITEM NO.10


REPORT OF THE HEAD OF FINANCE

TO THE LEAD AND EXECUTIVE SUPPORT MEMBERS 

FOR CUSTOMER AND SUPPORT SERVICES

ON 14TH MAY, 2007  

Subject : FINANCE DIVISION – PERFORMANCE REPORT FOR Q/E 31ST MARCH 2007 and ANNUAL REPORT FOR 2006/07

RECOMMENDATION :
That the report be noted.

EXECUTIVE SUMMARY :

The report identifies performance against service plan targets and other performance issues for the March 2007 quarter and provides an annual report of key outcomes for the year as a whole.

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Not for publication by virtue of paragraph 1 (staffing matters)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 YEAR

Awards and Recognition

The Finance Division followed up its first award in 2005 with a further success in 2006 and 4 other shortlisting/runners-up achievements :-

· Won the Local Government Chronicle Finance Award for Innovation 
· Runner-up for the Local Government Chronicle Finance Award for Best Exchequer Services (won 2005)
· Shortlisted for the Accountancy Age Public Sector Finance Team of the Year award

· Shortlisted for the Local Government Chronicle 2007 Finance Team of the Year award

· Runner-up for the Institute of Credit Management award for Performance Improvement.

The 3 star rating awarded for the 2005 CPA Use of Resources assessment was sustained and strengthened for 2006, with increases in score in 4 of 11 sub-sections.

Other recognition received covered the following :-

· Audit Commission commendation of self-assessment proformas used for value for money assessment as best practice for other local authorities to adopt, prompting several enquiries

· LGA adopted the highways investment model as a case study of innovative invest to save ideas 

Debtors

The Debtors Team once again achieved outstanding performance in reducing outstanding debt over 60 days by 17% against the target of a 10% reduction. This is now the sixth year running that debt has been reduced, as illustrated by the following chart of debt outstanding over 60 days :-


[image: image1.wmf]-

1

2

3

4

5

6

£m

2001/2

2002/3

2003/4

2004/5

2005/6

2006/7

Debt outstanding over 60 days


These results have been achieved at a time when the level of debt raised has increased significantly, from £55.6m in 2000/01 to £125m in 2006/07, although this is largely due to high value invoices to the PCT, schools, NPHL etc. rather than a significant increase in the number of bills issued.

To put  the level of debt into context, debt over 60 days old represents 1.04% of invoices raised in 2006/07, ie almost 99% of debt was collected during the year.

The level of debts written off has also reduced from £3.3m in 2000/01 (5.94% of the debt raised) to £0.125m in 2006/07 (0.1% of the debt raised) with substantial cash flow benefit having accrued as a result. 

Latest performance comparison with GMAMT authorities showed Salford to have the 2nd lowest proportion of outstanding debt (was the lowest up to December), whilst IPF national benchmarking showed performance to be high quality/low cost.

Significant service expansion and improvement has also been achieved during the year through :-

· Successful implementation of billing and recovery processes for Salford Business Park and Manchester Port Health Authority.

· Implementation of sundry debtor process for allotment rents and landlord licensing.

· Implementation of direct debit collection for trade refuse accounts.

Creditors

An equally noteworthy achievement has been made by the Creditors Team in exceeding their target of processing 98% of all invoices for payment within 30 days by achieving 99.4%.

The Team has also shown outstanding stepped performance improvement each year since 2000, as the following chart indicates :-  
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Latest performance comparison with the GMAMT group of authorities at December 2006 showed Salford as the highest performer of 14 authorities at 99.4%.  Performance ranged from 81% (Bolton) to 94% (Warrington). IPF and GM best practice benchmarking both showed Salford to be providing a high quality/low cost service.

Payroll

The Payroll Team has continued to provide a consistently good service to employees with further improvement and development during the year, with :

· 2 schools returned to the Council’s payroll service from private sector providers in 2006/07 and 1 more is returning for 2007/08 

· Continuing reviews of processes to streamline payroll administration through increased automation

· Excellent response times achieved by the help desk throughout the year

· Year-end and statutory returns being made on or ahead of target 

The Team also provided support to HR at meetings with employees to settlie negotiated equal pay claims.

Accountancy

Quite apart from another successful year in producing a revenue outturn within budget for 2005/06 and a budget for 2007/08 with a modest Council Tax increase, the Accountancy Team again closed the accounts earlier than the previous year.

Again, outstanding stepped performance improvement each year since 2000 has been achieved in the closure of accounts, as the following chart illustrates :-
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Accountants have been closely involved with major Council initiatives such as BSF and Housing Stock Options, but also making sure that some of the more routine tasks are carried out effectively, such as prompt and accurate bank and cash reconciliations, whilst also responding to changes with the minimum of fuss, eg the Children’s Services Team assuming accountable body responsibility for the Early Years Sure Start programme, implementing a new fleet management system for Vehicle Maintenance and supporting HR in the settlement of equal pay claims.

A £26m LOBO loan was restructured saving £897k over 3 years.

The Children’s Services Team assumed accountable body status responsibility for the Early Years Sure Start programme from the PCT without any additional resource.

The SAP Team successfully implemented a new fleet management system for VMS.

E-Trading

A further 20% reduction in paper-based invoices was achieved, making a 40% reduction over the past 2 years, through the development of electronic billing.

Over 370 purchasing cards were in use by year-end, an increase of 260 over the year.

Internal Audit

104% of the Salford audit plan was delivered, with 93% of external work achieved, a notable performance in the light of the level of vacancies during most of the year.

120 audit reports were issued during the year, comprising 22 energy, 26 to schools, 2 to Urban Vision, 34 for GMPA and 36 for Council directorates. A further 30 reports were issued for joint computer audit work.

Returned quality control questionnaires from clients following audits showed an overall satisfaction rating of 4.64, based on scores of 1 (poor) to 5 (excellent), or 92.8% compared with 4.57, or 91.4% for 2005/6.

Annual realised savings of £66k in energy consumption (and potentially £96k in total) were identified and refunds of £90k were achieved across the Council during the year, of which £48k  savings and £58k refunds related to General Fund services.

Over 500 days of computer audit work were sold to other neighbouring authorities during the 3rd year of the AGMA joint computer audit initiative, broadly the same as the 510 days sold in 2005/06 and up from 290 days in 2004/05. 

A reduction in liability claims has been achieved in respect of the tail off of 2005/06 claims, but claims for 2006/07 showed an increase, due mainly to a rising trend in carriageway claims. Tripping claims appear to be levelling out. Motor claims showed a halving in value over the previous year, despite a similar number of claims. Property claims showed a tripling in value, compared with a very low base in 2005/06, but nevertheless lower than several earlier years.

Internal Audit maintained its position in GM benchmarking as having the highest best practice score and number of productive days, whilst being the 5th lowest of 17 on cost.

KEY OBJECTIVES FOR 2007/08

Divisional

BSc - Learning and Growth

· To achieve IIP accreditation (assessed 8th May and to be recommended for acceptance)

· To continue to provide high quality/low cost services

· To reduce sickness absence to 3% or less

BSc - Customer

· To maintain 3* rating for the CPA use of resources assessment

BSc – Finance

· To review, develop and deliver the medium-term financial strategy

BSc – Internal

· To maintain and develop services that customers want

Debtors
· To reduce debt over 60 days old by a further 10% (KPI)
Creditors

· To pay at least 98% of undisputed invoices within 30 days (BVPI 8)
Payroll

· To continue to process payroll promptly and accurately, introducing further automation of input processes
Accountancy

· To continue to maintain efficient and effective financial advice and stewardship

E-Trading 

· To continue to introduce and develop electronic solutions to financial processing transactions 

SAP Team

· To implement the development plan
Internal Audit

· To deliver the audit plan, develop further the risk management process and identify further energy savings

KEY ACHIEVEMENTS FOR THE QUARTER

Awards

· Shortlisted for the Local Government Chronicle 2007 Finance Team of the Year award

· Runner-up for the Institute of Credit Management award for Performance Improvement.

Service Improvement Priorities

· Have continued to progress well.

Accountancy

· Completion of the 2007/08 revenue budget.
Debtors

· Beat debt reduction target for the year.

Creditors

· Over 99% performance achieved in February and March and target for the year exceeded.

Payroll

· P11D notices of taxable expenses for 2006/07 were issued on 30th March, before the tax year had even finished !

Internal Audit

· Salford’s audit plan delivered.
· Audit of new requirements for schools financial management delivered.
QUARTERLY REVIEW OF SERVICE PLAN TARGETS AND ACHIEVEMENTS

Key Operational Targets

	Service Area    
	Target
	Position at 31st March

	Accountancy
	Earlier closure of accounts
	Achieved

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

	Accountancy
	Submit  monthly VAT returns within 2 weeks
	Achieved

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

	Debtors
	Reduce debt over 60 days by 10%
	Achieved

	Creditors
	Pay 98% of invoices within 30 days
	Achieved

	Payroll
	Submit statutory returns/documents on time
	Achieved 

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

	Finance Division
	Savings of £268k
	Achieved


Balanced Scorecard

	Objective Category   
	Targets
	On Schedule
	Behind Schedule

	Internal
	25
	22
	3

	Finance
	16
	13
	3

	Customer
	8
	7
	1

	Learning & Growth
	20
	18
	2

	Total
	69
	60
	9

	Completion ratio
	
	85.5%
	14.5%


Targets behind schedule are :-

· Budget managers signed to accept responsibility for their budgets – pilot achieved in Children’s Services, full roll-out 2007/08

· Review income collection performance – mid-year report done, will complete with year-end report 21/5/07

· Achievement of level 3 equalities standard – subject to corporate developments

· Implement CRM system for employee shared services – timetable revised to 2007/08 to allow strategic approach with HR to be developed
· Review/revise intranet/internet content – 75% complete, awaiting payroll completion

· Implement job evaluation – deferred corporately to 1/4/08

· Integrate efficiency maximisation within audit reviews – delayed to 2007/08 due to vacancies

· Customer care training – 85% complete, balance deferred to 2007/08 due to spending freeze

· Workplace/workforce assessments – 50% complete, feedback from HR awaited

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.

Building Schools for the Future (BSF)

Work has progressed towards finalising the Outline Business Case and section 151 officer letter for submission to PfS and consideration by the Treasury PRG.

Housing Stock Options

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

Waste Disposal PFI

Participation in discussions with other GM authorities and GMWDA officers and providing advice in progressing the £3bn 25-year waste disposal PFI contract towards preferred bidder selection and financial close.

Salford Science and Innovation Park

Participation in working group and providing advice on the proposed transfer of assets to Manchester Science Park Ltd in exchange for a shareholding in the company.

LOBOs and Premiums

There was significant discussion with advisers, other authorities and DCLG over CIPFA’s draft accounting proposals for LOBOS and premiums, which could have had a substantial detrimental effect upon the Council’s financial position, but exemplifying the impact upon Salford contributed towards DCLG undertaking to issue regulations this year that will counter the impact.

Investors in People

A diagnostic assessment was held in early February, which went well with some very positive feedback, which gave assurance that we are on target for a successful IIP accreditation. The formal IIP assessment took place on 8th May and informal feedback is that the IIP panel will be recommended to award IIP status to the Finance Division.

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 were held between January and March 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. A final signing event was held on 19th April. Dialogue is progressing with HMRC to agree a composite tax/NI rate.

SAP

Project plans for 2007/08 have been developed and preparations were made for go-live with the Employee Self Service facility in April.

Budget Consultation

The public meeting was organised for, advertised and held on 16th January and reports subsequently prepared on the results of consultation process for Budget Scrutiny Committee and the Budget Report.

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 budget preparation and associated matters. 

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 final reconciliations for the year being completed by 20th April.

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 responses/lobbying made to CIPFA and DCLG respectively.

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.

PAYROLL

The schools visitation programme continues to provide good links with payroll. Fiddler’s Lane PS visited this month with positive results. Springwood will be coming back to FSG Payroll from private providers in April.

Preparations were made for the long awaited Multiple Employment project to go live in April.   

P11D notices of taxable expenses for 2006/07 were issued on 30th March.

Previous concerns with NPHL input have been dealt with by a significant reduction in inputting errors from the HR team. The late submission of CBS timesheets has also not resurfaced. However, the effects of late notification of leavers/changes is still causing overpayments. 

Overpayments to current employees continues to present problems and stems from line managers notifying HR too late for payroll deadline or some months after the event, and subsequent recoveries can be extremely difficult to negotiate. Payroll and HR management are in dialogue to develop a formal Overpayment Recovery Policy that unions can agree to.  

A systems change error resulted in pension contribution rates for certain teachers not being implemented  in January and the shortfall had to be deducted in February.

Electronic absence recording rollout is planned during April & May and Payroll management have met with all directorates to agree arrangements and a formal live date in each area. The only point of concern is the reluctance of Children’s Services to promote this with schools.

Helpdesk – continue to regularly answer 97% of calls 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
	£13.246m

£12.712m
	£10.359m

£9.915m
	£12.485m

£11.947m

	

	of which :-
	
	
	
	

	Over 30 days old                   £2.335m
	£1.617m
	£2.198m
	£2.139m
	£2.101m

	Over 60 days old                   £1.573m
	£1.300m
	£1.633m
	£1.377m
	£1.416m

	Over 120 days old                 £1.321m
	£1.109m
	£1.363m
	£1.129m
	£1.189m

	Subject to :-                

-instalments/payment agreements 

· land charges

· legal action
	£0.504m

£0.452m

£0.517m
	£0.695m

£0.348m

£0.517m
	£0.579m

£0.403m

£0.558m
	


Total debt outstanding has reduced substantially in the quarter across all periods of debt, with the benchmark KPI 60 day target of a 10% reduction in debt having been beaten by achieving a 17% reduction. 

There continues to be substantial value of debtors accounts raised. In January, £15.5m of invoices were issued, whilst in March a further £16m were issued.

Outstanding mortgage debt has reduced from £156k (42 cases) at 1st April to £111k (31), of which 19 cases are in arrears by £36k. 

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

	
	Jan
	Feb
	March
	Cum YTD
	Cum YTD

	Statutory Target
	
	
	
	100%
	

	Local Target
	
	
	
	98%
	

	Performance 2006/07 
	98.4%
	99.6%
	99.9%
	99.4%
	99.3%

	Performance 2005/06
	98.1%
	99.3%
	99.7%
	97.27%
	


The quarter saw excellent performance above 99% in February and March. 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, but nevertheless this was still better than the target of 98%. Cumulatively, the performance for the year was 99.4%.
Cumulative performance for NPHL is 94.8% and for SCL 99.3%. Performance for SCL has achieved 100% each month since December.

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

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 370 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.

Salford has been heavily involved with the appointment of the successful tenderer for the provision of a supplier portal and e-tendering system for the North West region. Implementation of the system will start in April.

A series of meetings have been held with service providers to promote e-invoicing.

Project for the installation of EPOS machines at Salford Museum by May launched following successful installation at Ordsall Hall.

INTERNAL AUDIT

Salford Team

17 final reports issued in the quarter. 104% of audit plan achieved as at the year-end. 2007/08 audit plan approved by Audit Committee. 2 NFI workshops provided to key contacts and NFI data matches received from other LAs and progressed. Prosecution policy developed in conjunction with Tameside. 2 Governor training sessions provided. All 14 High Schools FMSIS assessed by 31/3/07. 

External Contracts Team

Joint computer audit turnover amounted to £213k against budget of £200k. Oldham, Sheffield, Stockport, Halton and Blackburn have all committed for 2007/08 computer audit work and GM Waste may be interested in buying computer audit. Developing new service offerings for smaller customers.

Energy Audit Team

Renewal of electricity supply contracts, saving £52,443 on Street Lighting and keeping the large sites to a virtual nil increase and small sites to a 15.7% increase. Acceptance from GM Waste Ltd for Salford to procure small sites energy on their behalf. NPHL agreed to continue with Energy SLA and agreement in principle was reached to provide the energy audit service to the new housing companies.

Insurance Claims

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 volume than last year by about 20%, yet the average value of claims has reduced. This change in trend is caused by an increase in vehicular road condition-based claims rather than footpath tripping claims, as indicated below :- 

Highway Liability Claims

	
	Footpath Claims
	Carriageway Claims
	All Highway Claims

	
	Nos
	Value
	Nos
	Value
	Nos
	Value

	
	
	£
	
	£
	
	£

	2004/05
	353
	1,897,700
	74
	3,452
	459
	1,964,152

	2005/06
	288
	1,803,919
	53
	13,599
	360
	1,866,062

	2006/07
	258
	2,008,990
	102
	63,330
	378
	2,116,245


(Notes : 

1. figures do not include claims on Council estates as the data cannot be separately analysed

2. all highway claims include other sources of claim apart from footpath and carriageway

3. 2006/07 claims will increase as they tail off during the early part of 2007/08 ; for comparison the 2005/06 all claims at 31/3/06 totalled 327 compared with 360 at 31/3/07)

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.

JOHN SPINK

Head of Finance   
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		ANALYSIS OF CLOSURE OF THE FINAL ACCOUNTS

		Final Accounts Year		Number of days						Date Balance Sheet Signed

				to complete after

				31st March

		2000/01		220						11/6/01

		2001/02		152						8/30/02

		2002/03		140						8/18/03

		2003/04		114						7/23/04

		2004/05		96						7/5/05

		2005/06		80						6/19/06
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