	PART 1

(OPEN TO THE PUBLIC)
	ITEM NO.4a


REPORT OF THE HEAD OF FINANCE

TO THE LEAD AND EXECUTIVE SUPPORT MEMBERS 

FOR CUSTOMER AND SUPPORT SERVICES

ON 24th APRIL, 2006  

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

RECOMMENDATION :
That the report be noted.

EXECUTIVE SUMMARY :

The report identifies performance against service plan targets and other performance issues for the March 2006 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Not for publication by virtue of paragraph 1 (staffing matters)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 won its first award since records began (or at least it felt like it, and once that had occurred others came along together and, in one case, unexpectedly like GM Buses!) :-

· Won the Local Government Chronicle Finance award for the best exchequer services 2005.
· Runner-up for the Guardian Public Sector 2005 award for innovation and progress in Finance.
· Achieved a bronze award for payroll giving from the Charities Trust.
· 3 star rating awarded for the 2005 CPA Use of Resources assessment.

Other recognition received covered the following :-

· Commendation from the Audit Commission for the Investigations Panel.

· District Audit recommendation to the Audit Commission for the self-assessment approach to value for money being an example of best practice. 

· ICM recognition of the debtors service as “an exceptionally well run operation producing the best results I have seen within a local authority, an example of what can be achieved when everyone pulls together.”
· LGA quoted the highways investment model as a case study of best practice in invest to save ideas.
Debtors

The Debtors Team once again exceeded its target for reducing outstanding debt over 60 days and 120 days old. For 2005/06, debt outstanding over 60 days reduced by 25.8% and over 120 days by 24.8%, compared with the target of a 10% reduction, building upon 23.7% and 19.4% reductions respectively in 2004/05. 

Since 2000, their performance has been outstanding, as illustrated by the following chart of debt outstanding over 60 days :-
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These results have been achieved at a time when the level of debt raised has increased significantly, from £55.6m in 2000/01 to £120m in 2005/06, 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.

The level of debts written off has also reduced from £3.3m in 2000/01 (5.94% of the debt raised) to £0.262m in 2005/06 (0.22% of the debt raised) and substantial cash flow benefit has also accrued. 

Latest performance comparison with GMAMT authorities (as at 31/1/06) showed Salford to have the lowest proportion of outstanding debt.

Creditors

An equally noteworthy achievement has been made by the Creditors Team in exceeding their target of processing 96% of all invoices for payment within 30 days by achieving 97.27%.

The Team has also shown outstanding stepped performance improvement each year since 2000, as the following chart indicates :-  
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Top quartile performance for metropolitan authorities in 2004/05 (the latest available) was 94.35%.

Latest performance comparison with the GMAMT group of authorities at December 2005 showed Salford as the 2nd highest performer of 14 authorities at 96.7%.  Performance ranged from 80.1% (Trafford) to 96.74% (Warrington). Best practice benchmarking for 2004/05 across GM showed Salford to be providing a low cost high quality service, having the 3rd lowest cost combined with the 3rd best performance of the 10 authorities taking part.

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 returning to the Council’s payroll service from private sector providers with 2 more from 1st April (in addition to 6 that returned in 2004/05)

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

· Increased interest from staff in achieving professional payroll qualifications

· Excellent response times achieved by the help desk throughout the year, as illustrated by the following chart :-
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Accountancy

Quite apart from another successful year in producing a revenue outturn within budget for 2004/05 and a budget for 2006/07 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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Internal Audit

Potential annual savings of almost £157k in energy consumption were identified and refunds of £205k were achieved across the Council during the year.

510 days of computer audit work were sold to other neighbouring authorities during the 2nd year of the AGMA joint computer audit initiative, up from 290 days in 2004/05. Clients outside of GM included Barnsley, Sheffield, Halton, Conwy and Mersey Travel.

A reduction in insurance claims has been achieved across each of the 3 main insurable areas of liability (mostly highway tripping incidents), motor and property.

Staff Survey

Extremely positive results came from the annual staff survey, with a strong sense of leadership amongst team leaders and managers, staff generally being appreciative of the support from their team leaders and managers, and feeling valued. 

KEY ACHIEVEMENTS FOR THE QUARTER

Awards

· Achieved a bronze award for payroll giving from the Charities Trust.
Service Improvement Priorities

· Have continued to progress well.

Accountancy

· Completion of the 2006/07 revenue budget.
· A £6m LOBO was restructured securing gross annual interest saving of £52k over 2 years and a £24m Depfa LOBO loan was restructured to take effect from next September with a gross saving over 2 years of £323k.

Debtors

· Continued reduction in debt outstanding and targets for the year significantly exceeded.

Creditors

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

Payroll

· 2 schools returning to Salford payroll 1st April.
· Help desk achieving 97% response within 20 secs.
QUARTERLY REVIEW OF SERVICE PLAN TARGETS AND ACHIEVEMENTS

Service Improvement Priorities

	Service Area    
	Target
	Position at 31st March

	Schools audit 
	Expand capacity
	Achieved

	Budget consultation 
	Review process
	Achieved

	Budget preparation
	Link service and financial planning
	Achieved

	Value For Money
	Establish corporate framework
	Achieved

	Procurement 
	Roll out new strategy, inc e-procurement
	E-Proc team mobilising purchase cards, and e-auction

	Financial processing 
	Streamline services
	In progress, efficiencies identified for 2006/07

	Payroll and debtors
	Introduce document management
	In progress

	Financial services
	Assess using CIPFA FM model
	Achieved

	Internal audit
	Use of “smarter” techniques
	Schools & audit tools implemented, VFM needs developing

	Energy management
	Implement programme
	Achieved

	Energy management
	Involvement in design
	Achieved - input into Worsley Pool refurb

	Energy management
	Introduce online energy procurement
	In progress

	Energy management
	Introduce electronic utility billing
	In progress

	Business Continuity Plan-ning & Risk Management
	Embed
	BCP combined with emergency planning, PMF with RM in development

	Invoice payment 
	Improve prompt payment to 96%
	Achieved

	Sundry debtors 
	Reduce outstanding debt by 10%
	Achieved

	Regeneration
	Provide financial support and advice
	Continuing - Housing stock options a major emerging initiative


Cabinet Workplan Priorities

	Service Area    
	Target
	Position at 31st December

	3-year Budget Strategy
	Link service/financial planning,  and introduce decision conferencing
	Achieved

	Think Efficiency
	Identify efficiencies across Council
	Achieved

	Accountancy
	Complete BVR of SAP
	Achieved

	Information Security
	Embed in management processes
	In progress

	Accountancy
	Earlier closure of accounts
	Achieved

	All
	External recognition
	Won LGC Exchequer award ; Runner-up Guardian Public Sector award 

	Financial processing
	Evaluate shared service centre
	In progress

	Financial services
	Improve CPA use of resources score to 4 (since modified to 3)
	Achieved

	SLAs
	Prepare for 2006/07
	In progress

	Computer auditing
	Develop joint service provision
	Achieved


OTHER DEVELOPMENT AND PERFORMANCE ISSUES DURING THE QUARTER

SENIOR MANAGEMENT

Revenue Budget and Capital Programme

Successful completion of the 2006/07 revenue budget and capital programme proposals was achieved and preparation for the 2007/08 budget round was launched with proposals for a spending review during the spring/summer.

A delegation from Welsh Assembly to understand our approach to community budgeting, participation and consultation was hosted at the Lowry.

CPA 

Successful outcome was achieved from interviews with inspectors, culminating in the draft corporate assessment report containing complimentary comments about the use of resources and budget strategy, and finally recognising the work to link service and financial planning, despite no significant change to processes.

BBC Relocation

Continuing support given during the quarter to the preparation of the business case for the relocation to Salford.

Urban Vision

A greater managerial focus is being given to governance arrangements with Urban Vision to ensure processes and accountability are tightened up, with senior management presence now on the Client Side Forum, Commercial Forum and Partnership Forum.

Housing Stock Options

An increasing focus on the preparations for the planned changes to housing management arrangements from 2007/08.

SAP

The upgrade to the mySAP licence was formally approved and was followed up by work with Cobbetts to complete the legal agreement, consultation with union representation and ICT on the staffing and systems implications respectively, and the implementation process was launched with directorates. 

Continuing development work involves a range of HR/Payroll applications – multiple employment, organisational structure, JE, sickness monitoring, appraisals, personal data, payroll year-end/year-start – as well as projects for other directorates, ie fleet management (Environment) and shift rostering (Social Care).

Training and Development

Meetings with Manchester Enterprises have been held to progress the submission for IIP status – an initial draft submission now substantially in place. 

Discussions have also been held with Mancat Open Learning to discuss AAT training – 13 staff are interested in commencing AAT.

Greater Manchester Police Authority

The main focus during the quarter was the preparation of the 2006/07 revenue budget and precept proposals. Support was also given to the response to the Government’s proposals for police force restructuring. A decision conferencing session was also hastily arranged and held to examine proposals to reduce Salford’s SLA charge to GMPA for 2006/07.

ACCOUNTANCY

The 2006/07 revenue budget and capital programme were the prime focus for the Unit during the quarter. 

Work commenced on the closure of the accounts for 2005/06, with an even tighter target set for this year to comply with government reporting requirements.

A high court decision on VAT on off-street parking went against HMRC, meaning that Salford stands to gain around £480k although a portion of this will have to be passed on to customers that we have invoiced.  

A £6m LOBO was restructured securing gross annual interest saving of £52k over 2 years and a £24m Depfa LOBO loan was restructured to take effect from next September with a gross saving over 2 years of £323k.

Bank and cash reconciliations continue to be completed accurately and promptly all year, with the March reconciliations having been completed by 13th April.

Significant support continues to be given to schools not only to assist them through the changes brought about by the introduction of the dedicated schools grant but also to give them the more routine support they need, eg Hope High School has been the latest school to receive direct support from the Childrens’ Finance Team to help them out of financial difficulties.

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.
PAYROLL

2 schools are returning to Salford’s payroll service on 1st April – Chatsworth HS and St John’s CE, plus 1 more – Springwood - is showing an interest in returning.

Electronic returns from libraries and museums are ready to commence 17th April, but SCL has been deferred from April to May.

Help desk – 97% of calls are regularly answered within 20 secs, 98% within 30secs.

A mass mail merge processed for Supply Teachers who were overpaid due to a system error in applying a pay award in circumstances where a management allowance was also present, and a large number of queries are resulting from this, with requests for breakdowns.  Three loans have been set up but a number will need to be chased up.

A joint visitation project with HR is planned to establish a more thorough understanding of how each directorate runs to bring to light areas for improvement etc.  Work on this has started with 6 schools being visited and very positive responses have been received. The main issue emerging is that there is much confusion about the respective roles of Payroll and HR.

Procedures under development are :-

· Stop and Replacement and Open Cheques 

· Overpayment Recovery from Current Staff

· Payroll exceptions reporting 

· Student loan adjustments

· Mileage process review  - specification under development.

DEBTORS

	
	This Quarter
	Last Quarter
	12 months ago
	Target by 31/3/06

	Total Net Debt

 Net of land charges
	£12.485m

£11.947m
	£9.910m

£9.298m
	£16.547m

£15.886m
	

	of which :-
	
	
	
	

	Over 30 days old
	£2.139m
	£2.824m
	£  2.952m
	£2.657m

	Over 60 days old
	£1.377m
	£1.794m
	£  1.856m
	£1.670m

	Over 120 days old
	£1.129m
	£1.274m
	£  1.500m
	£1.350m

	Subject to :-                

- instalments/payment agreements 

· land charges

· legal action
	£0.579m

£0.403m

£0.558m
	£0.799m

£0.612m

£0.642m
	£  0.530m

£  0.681m

£  0.751m
	


Debt reduced across all categories during the quarter :

· over 30 days old by £635k

· over 60 days old by £418k – this is the key benchmark

· over 120 days old by £146k,

although total debt increased by £2.574m due to over £12m of new invoices being raised in March.

The planned 10% reduction in debt for the year was exceeded in all categories.

Outstanding mortgage debt has reduced from £159k to £156k (42 cases). 20 cases are in arrears by £38k. For the year as a whole the debt was reduced from £209k to £156k with 15 mortgages being fully redeemed. 

CREDITORS

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

	
	This Quarter
	Last Quarter
	Last Year

	
	January
	February
	March
	Cum YTD
	
	Cumulative

	Statutory Target
	
	
	
	100%
	
	

	Local Target
	
	
	
	96%
	
	94%

	Performance 2005/06
	98.1%
	99.3%
	99.7%
	97.27%
	96.7%
	94.57%

	                       2004/05                      
	90.4%
	93.3%
	95%
	94.57%
	94.7%
	


The quarter saw 2 months with above 99% performance and 1 slightly below. This has boosted cumulative performance to 97.27% and significantly above the target for the year.

Cumulative performance for NPHL is 93.4%, consistent with last quarter at 93.1%, and for SCL 93.4%, up from 92.5% last quarter. 

70.9% of all payments have been made by BACS. This figure rises to over 90% for trade vendors. 

E-TRADING

Development Activity has progressed significantly during the quarter, with key activities being :-

· Purchasing Cards – now 111 cardholders across the Council with expenditure in March reaching £200k.

· Electronic Invoicing - a detailed guide to electronic invoicing for suppliers has been developed in conjunction with HM Customs who are looking to use this as a recommended standard.

· Urban Vision – Responsive Repairs – increasing the use of electronic processing to streamline commissioning of work with contractors as the first phase of a number of improvements to the property maintenance function

· Salford Museum and Ordsall Hall EPOS – moving towards launch by end of May.

INTERNAL AUDIT

Salford Team

· 18 draft and 10 final reports issued

· 2005/06 Audit Plan fully achieved for the year

· 2006/7 Audit Plan completed and submitted to Committee for approval 

External Team

· 2005/06 Audit Plan not fully achieved

· 2006/07 Audit Plan completed and submitted to Committee for approval

Corporate Governance Team

· Heavily involved with preparing the 2005/06 Statement of Internal Control

Computer Audit Team

· Vacancies starting to impact on the capacity of the section

· Joint Computer Audit customers in GM continue to want to buy services for next year, with potential new work coming from Knowsley and Places For People (a housing association based in Preston and a former customer of Lancashire Internal Audit)

Insurance Claims

· There is clear, continuing evidence of a reducing trend in liability claims.  

· Property claims have been the lowest by volume and value for the past 7 years.

· Motor claims have reduced on last year but there is still some room for improvement judging from earlier years’ experience.

· Appendix 1 sets out comparative details of liability, motor and property claims over recent years.

JOHN SPINK

Head of Finance  
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				October				November				December				January				February

				Calls answered		Calls abandoned		Calls answered		Calls abandoned		Calls answered		Calls abandoned		Calls answered		Calls abandoned		Calls answered		Calls abandoned

		Whole Month		2371		145		2359		162		1810		136		2170		80		2229		117
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Speed of answer
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Time to abandon
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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 Plan		80						6/19/06
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