EXECUTIVE COMMITTEE – 20 JUNE 2011

  

  RESOURCES POLICY AND SCRUTINY COMMITTEE – 16 JUNE 2011  
PART   I -   DELEGATED  
5a.  
  PERFORMANCE MONITORING AND BUDGETARY CONTROL

  (DCRG)
1.
Summary
1.1
This report is presented so that members can consider any changes that should be made to the performance monitoring and budgetary control arrangements.
2.
Details


Why review now? What are the issues?
2.1
Exceptional Circumstances

The Council’s financial plan reflects the need to reduce expenditure as a result of significant reductions in government grant. The plan contains budgetary risks and there is a need to monitor these risks and ensure that the reductions identified are being achieved.


The Council on 22 February 2011 resolved, “that the Chief Executive reports to each Executive Committee meeting the progress towards achieving the future cost reductions included in the budget”.

2.2
Decision Making – Linking Budgets to Performance


The Council has recognised the benefit of linking performance data with financial information. The external auditor has recommended “that the Council review the structure of performance monitoring data presented to members in order to provide greater integration between financial and performance information. This should provide members with a much clearer picture of the impact that investment is having on services to aid planning and decision making”.

2.3
Financial Reporting

The external auditor has also recommended that, “the reporting of financial performance to stakeholders requires strengthening”.  
2.4
Differing Requirements of Members – Detail and Frequency

It is recognised that whilst some members like detailed scrutiny of performance and financial data, others prefer a high level overview. Over the years reporting frequencies have varied. Budgets are currently monitored monthly, but performance monitoring information is reported twice a year.
2.5
Timing of Reports – Need for Member / Council approval to Budget Changes


Member meetings do not coincide with month ends / accounting periods. Reports often appear out of date by the time a committee meets. This can delay the approval and hence the formal adoption of changes to the budget.  

The following changes are put forward for discussion:-


Proposals for Change


In the Short-term
2.6
In order to maintain sound financial control, officers recommend that monthly budget monitoring continues. Performance data is collected monthly, quarterly or annually depending on the indicator concerned but will continue to be reported half-yearly.

2.7
Additionally it is proposed that budget monitoring reports include information on the key budget indicators detailed at Appendix 1. By concentrating effort on these significant components of the budget, 89% of expenditure can be monitored and 80% of income. 

2.8
Appendix 2 show the growth and cost reductions included in the financial plan for the next three years. Members are asked to suggest any additional items from this list to be monitored alongside those at Appendix 1.

2.9

There is no reason why budget monitoring and performance management information cannot be made available on the internet / intranet as and when it becomes available. This option would ensure that nearly all stakeholders have access to the most up to date detailed information.

In the longer-term 
2.10
In the longer-term it is hoped that those interested in greater detail will refer to the internet / intranet. Reports to committees will allow members to ask questions on the detail, but will concentrate on the high level budget variations and those areas where performance is either particularly poor or exceptionally good. Where a service demonstrates both a significant budget variation and an ‘abnormal’ performance then the matter can be highlighted for members. If members are minded to endorse this approach, then officers will prepare an example of how such a report might look. 
3.
Options/Reasons for Recommendation
3.1
  The recommendations are made so that members can consider any changes that should be made to the performance monitoring and budgetary control arrangements.
4.
Policy/Budget Reference and Implications
4.1
The recommendations in this report are within the Council’s agreed policy and budgets.  The relevant policy is entitled Strategic, Service and Financial Planning ASK   \* MERGEFORMAT  and was agreed on 22 February 2011. ASK   \* MERGEFORMAT    
5.  
Legal, Staffing, Environmental, Community Safety, Customer Services Centre, Communications & Website Implications
5.1  
None specific.

5.
Financial Implications
5.1
  There are no changes to the budget or the efficiency gains already agreed by Members as a result of this report.

6.
Equal Opportunities Implications

6.1
Relevance Test

	Has a relevance test been completed for Equality Impact?

There is no proposed change to a public facing service. 


	No


7.
Risk Management and Health & Safety Implications

7.1
The Council has agreed its risk management strategy which can be found on the website at http://www.threerivers.gov.uk.  In addition, the risks of the proposals in the report have also been assessed against the Council’s duties under Health and Safety legislation relating to employees, visitors and persons affected by our operations.  The risk management implications of this report are detailed below.

7.2
The subject of this report is covered by the Finance Shared S ASK   \* MERGEFORMAT ervice and the Leisure & Community Services Plans.  Any risks resulting from this report will be included in their risk registers and, if necessary, managed within these plans.
7.3
There are no risks to the Council in agreeing the recommendation.
7.4

The following table gives the risks that would exist if the recommendation is rejected, together with a scored assessment of their impact and likelihood:

	Description of Risk
	Impact
	Likelihood

	1
	Cost reductions are not achieved and budgets are overspent as a consequence 
	V
	E

	2
	Greater integration between financial and performance information is not achieved making decision making more difficult
	III
	C


7.5
Of the risks above the following is already included in the Corporate Services service plan:

	Description of Risk
	Service Plan

	20
	Estimated savings from the cost reduction exercise (including shared services) are not achieved
	Corporate Services


7.6
The above risks are plotted on the matrix below depending on the scored assessments of impact and likelihood, detailed definitions of which are included in the risk management strategy. The Council has determined its aversion to risk and is prepared to tolerate risks where the combination of impact and likelihood are plotted in the shaded area of the matrix. The remaining risks require a treatment plan. 
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7.7

In the officers’ opinion, of the risks above, were they to come about, the first would seriously prejudice the achievement of the Strategic Plan and is therefore a strategic risk.  The second risk is still considered an operational risk. Progress against the treatment plans for strategic risks are reported to the Executive Committee quarterly.  The effectiveness of all treatment plans are reviewed by the Audit Committee annually.

8.  
Recommendation
8.1
That   budget monitoring reports include information on the key budget indicators detailed at Appendix 1 and that members suggest any additional items to be monitored from the list at Appendix 2.

8.2.

That budget monitoring and performance management information be made available on the internet / intranet as and when it becomes available.
8.3 That in the longer term, reports to committees will concentrate on the high level budget variations and those areas where performance is either particularly poor or exceptionally good, and, where a service demonstrates both a significant budget variation and an ‘abnormal’ performance then the matter be highlighted for members. 

8.4 That officers prepare an example of how such a report might look.

Report prepared by:

Nigel Pollard – Finance Manager – Shared Services  

Andy Stovold – Community Partnerships Manager

Data Quality


Data sources:


Budget Monitoring and Performance Management reports

 ASK   \* MERGEFORMAT Data checked by:

David Gardner ASK   \* MERGEFORMAT  – Director of Corporate Resources & Governance

Data rating: 
	1
	Poor
	

	2
	Sufficient
	

	3
	High
	(
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APPENDICES / ATTACHMENTS
1. Key Budget Indicators
2. Growth & Cost Reductions


  
APPENDIX 1
KEY BUDGET INDICATORS
The table below shows, in the left hand column, a summary of the Council’s revenue budget, and in the right hand column, the significant components. 
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APPENDIX 2
GROWTH & COST REDUCTIONS
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