HARINGEY COUNCIL
Agenda Item i

Overview and Scrutiny Committee On 20 November 2006

Report title: Budget scrutiny - Pre business plan review documents for the
Finance Portfolio

Report of: The Acting Director of Finance

Wards affected: All

1. Purpose

1.1 To update Members on the financial planning process and to consider the pre
business plan reviews for the following business units:

» Corporate Finance / Audit & Risk Management
e Corporate Property
¢ Benefits and Local Taxation

e Corporate Procurement

2. Recommendations
2.1 To note the latest financial planning position as set out in the report.

2.2 To consider and make recommendations to the Executive on the pre-business plan
review documents, in particular the new savings and investment proposals. The
recommendations of the Overview and Scrutiny Committee will be considered by the
Executive in agreeing the Council’s final budget for 2007/08.

Report authorised - ,

Gerald Almeroth
Acting Director of Finance




Contact officer: Gerald Almeroth Kevin Bartle

Telephone: 020 8489 3823 020 8489 3743

3. Executive summary

3.1 The report provides an update on the financial planning process and pre-business
planning documentation for scrutiny.

4. Reasons for any change in policy or for new policy development

4.1 None

5. Access to information: Local Governmént (Access to Information) Act 1985
5.1 The following background papers were used in the preparation of this report:

* Report of the Acting Director of Finance to the Executive 4 July 2006 - Financial
planning 2007/8 to 2010/11

* Report of the Acting Director of Finance to the Overview & Scrutiny Committee 24
July 2005 — Budget Scrutiny

* Report of the Acting Director of Finance to the Executive 31 October — Financial
planning 2007/8 to 2010/11 (including the detailed PBPR documents)

For access to the background papers or any further information please contact
Kevin Bartle on 020 8489 3743.
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6.1

6.2

6.3

7.1

7.2

Background

The Executive on 4 July 2006 considered a comprehensive report on financial
strategy for the period 2007/08 to 2010/11 and agreed a business planning
and budget-setting process. At that time the budget showed a significant gap
for the years 2007/08 and 2010/11, with an overall gap of £13.6m over the full
four year planning period. This assumes the achievement of pre-agreed
savings proposals of £8.2m. The assumed council tax in the projection is an
increase of 2.5% in each of the four years and a known grant settlement
figure of 2.7% in 2007/08. Attached at appendix 1 is the budget trail as
reported to Executive in July which sets out the overall position.

A further report was considered by the Executive on 31 October 2006 to
release the pre-business plan reviews for scrutiny and a number of national
and local updates were considered.

As part of the pre-business planning review process, targets were set for
individual business units to identify potential savings opportunities. The
targets took account of the level of savings already identified in current
financial plans and previous years. These savings targets were aligned to the
governments Gershon efficiency targets of 2.5% per annum. Ring-fenced
funded services were separately identified within this process. The savings
proposals will be required to fund the budget gap identified above and any
additional investments that are agreed as part of this budget setting process.
The final budget proposals will depend on the level of formula grant received
from government, which will be announced in early December.

Pre business plan reviews

Members will recall that the purpose of the pre-business review process is to:

e ensure that the financial planning process is clearly linked with, and
reflects, the full strategic agenda of the Council;

» ensure that all budget options support the achievement of community
strategy objectives;

e ensure that proposals are considered in conjunction with the impact on
service performance;
ensure that budget options enhance the achievement of value for money;

e review the impact of previous years investment proposals;
identify efficiency savings, both cashable and ‘non-cashable’, and
investment opportunities both within and between business units:

e support consultation activity with key stakeholders;

e support the budget scrutiny process;

e gather information to support a number of planning processes.

The reviews have been prepared in conjunction with Executive Members and
are released for scrutiny.



7.3

7.4

7.5

7.6

8.1

To assist members in the scrutiny process we have attached to this report in
appendix 2 extracts of the PBPRs relevant to this portfolio by business unit in
respect of new proposals:

Pre agreed cashable efficiency savings (PBPR section 5.3)
New proposed cashable efficiency savings (PBPR section 13)
New revenue investment proposals (PBPR section 12);

New capital investment proposals (PBPR section 11);

Non General Fund proposals (if appropriate).

Members have also been provided with a list of the investments agreed in
previous years' budgets for information (PBPR Section 5.5). Although these
investments have been agreed and accounted for, it may be that, given the
challenging forecast financial position, members would like to revisit them.

Members are asked to consider these proposals in relation to 7.1 above.

Appendix 3 provides an overview of the 2006/07 budget by business unit
across the Council and summarises the proposals over the four year planning
period to give members a view of the overall scale of the proposals.

The following section in the report summarises the key service issues and
objectives by business unit over the planning period.

Finance Dept Services Issues
Corporate Finance (incl. Audit & Risk Management)
Key strategic issues / objectives

CPA — Use of Resources (UoR) — develop and implement an action plan to
achieve level 4 ’
Lead on value for money issues for the Council

Improve financial training for managers and Members

Ensure that Audit and Risk Management is able to demonstrate that its
services are effective, efficient and provide value for money for the council
Assist all areas of the Council to fully comply with the Council’s risk
management strategy and processes, so that all key risks facing the Council
are appropriately identified, monitored and reported

Savings and Investment Proposals



8.2

The savings achieved to date are:-

External Audit fees reduction, staffing efficiencies
£440k saved following re-letting of insurance contracts

The savings proposed and outlined in Appendix 2 are:-

Reduce external audit fees due to improved grant claims - £60k

Reduce project accountant support and trainee accountant (2 posts) - £75k
Close Haringey Payment Service (HPS) Office at 247, High Road and transfer
cash payments to electronic kiosks in Customer Services Centres - £150k
Improved debt management processes and implement the a debt factoring
facility - £18k

Do not renew the Personal Accident policy as all staff are already covered -
£73k

Investment Proposals

The key investment proposed by Corporate Finance is necessary to ensure
the on-going saving proposed above; that of closing the HPS. The investment
involves the purchase of payment kiosks at an estimated capital cost of £120k
with an associated revenue implication of £25k. The saving proposed above
is not possible without this investment.

It is also proposed to make a further capital invest into SAP. This on-going
investment is to further improve management information. SAP will utilise
Business Warehouse further for the HR, FICO and Procurement modules.
The funds will also support the continued development of the latest version of
SAP (ERP 2005).

Corporate Property

Key Strategic Issues/Objectives

e Transforming Haringey’s property assets to support the Community Strategy
priorities and help achieve the Council’'s strategic objectives.

e Contribute to the physical, social and economic regeneration of Haringey by
releasing/developing strategic Council sites and working with others to
promote and enable key developments.

e Challenge the use of property assets to help meet priorities and achieve

targets for rationalising assets, realising capital resources and reduce
premises running costs thereby contributing to VfM and financial targets set
by government and LBH.

* Review and implement improvement plans in respect of the Community
Buildings and Commercial property portfolios to ensure closer alignment with
policy, improve tenant satisfaction, drive up financial performance and ensure
compliance with health safety and statutory compliance.

 Assume responsibility for corporately managing all service operational
buildings with effect from 1 April 2007.



e Develop capacity, capability and information resources to carry out systematic
asset management to ensure that LBH complies with statutory obligations
relating to building occupation and use.

* Improve processes and means of communications with internal and external
customers to develop a stronger customer focus of property services.

Proposed capital investments

» Urgent repairs to buildings to keep them safe, open and complaints (£520K).
This expenditure is required to maintain condition and value of the asset and
if it is not carried out there will be a risk of failure and increased expenditure.

 Asset improvements to improve performance in relation energy consumption,
access, and space utilisation (£1,151K). These proposals will yield savings
and/or avoid future un-budgeted costs.

» Additional replacement accommodation required to support the
Accommodation Strategy objective of releasing Hornsey Town Hall (£900K).

Proposed Revenue Growth
e Improvements required in respect of the commercial and community
buildings. (first year £270K reducing to £80K on going)
* Development of information resources and tools to improve communications,
effectiveness of asset management and operational efficiency (first year
£155K, reducing to £53K on going). Part of this is “invest to save”.

Proposed New Savings
« Efficiencies in the use of existing assets to be driven through rationalisation,
improved utilisation and proactive management to exploit new income
opportunities and reviewing current rent levels.
* Additional annual savings amounting to £125K in the first year and rising to
£445K by 2010/11 have been included. Total cashable savings for the four
year amounts to just under £1 million.

8.3 Benefits and Local Taxation

Key strategic issues / objectives

* To maintain/improve the CPA score of 3 for benefits administration while
incorporating key changes such as the Welfare Reform Bill.

* To provide a value for money service that is supported by mobile and flexible
working.

= To engage with partners and key stakeholders to achieve performance
improvement, income maximisation and identification of fraud.

* To ensure income recovery performance is maximised

Savings and Investment Proposals

 Capital investment for mobile working technology and fraud case
management database

e Revenue investments to increase activity and methods for enforcement and
fraud detection



8.4

Savings proposals linked to value for money review currently being
undertaken and other items including a phased reduction in the use of pre-
postage paid envelopes

Corporate Procurement

Key strategic issues / objectives

Management of implementation of Council’s procurement strategy
Development of key framework agreements for contracting
Support to key projects, BSF, Decent Homes

Savings and Investment Proposals

9.1

10

10.1

1

111

12

12.1

13

Capital investment in IT to enable further electronic transactions and e-
enabling invoice process and management

Revenue savings from re-configuring staffing structure

Delivery of existing corporate procurement savings through joint or improved
purchasing

Consultation

This is part of the consultation of the business and financial planning process.

Summary and conclusions

The conclusions will be for the commitiee to decide before agreeing a report
back to Executive as part of the budget process.

Comments of the Head of Legal Services

These budget options are being considered as part of the consultation
process that will lead to the statutory budget setting decision by the Council.

Equalities implications

This is considered as part of the individual pre-business plan review
documents.

Use of appendices



Appendix 1 — The budget trail as reported to the Executive in July 2006 which sets
out the overall position.

Appendix 2 — extracts from the pre-business plan review documents showing:

Pre agreed cashable efficiency savings (PBPR section 5.3)
New proposed cashable efficiency savings (PBPR section 13)
New revenue investment proposals (PBPR section 12);

New capital investment proposals (PBPR section 11).

Pre agreed investments (memorandum item PBPR section 5.5);
Non General Fund proposals (if appropriate).

Appendix 3 — summary budget analysis document (2007/08 to 20010/1 1)

Pre-business plan review documents (circulated separately).



Gross Budget Trail

Budget brought forward

Changes and variations
. Inflation
Agreed in previous years budget process
Changes and variations in this report:
- capital financing costs
- pension fund
- waste disposal
- contingency
- Alexandra Palace

Savings
2005/06 process

- identified savings

2006/07 process

- changes to existing savings
- identified savings

investments
2005/06 process
2008/07 process (see appendix b)

Dedicated schools grant (DSG)
Passporting of DSG

Balances
Contribution to / (from) balances 2005/06 process
Contribution to / (from) balances 2006/07 process

Gross Council budget requirement
Less dedicated schools grant (specific grant)
Net Council budget requirement

Funding
Council tax (see below)
Government support - formula grant and NNDR

Resource shortfall/(excess)

Council tax

Council tax (LBH)

Council tax base (after provision for non-recovery)
Precept

Rate of council tax increase (Haringey element)
GLA rate of council tax increase

Combined council tax increase

£ per week increase (Haringey element)

Appendix 1

2007/08  2008/09  2009/10 2010/11
£'000 £'000 £'000 £'000
366,511 382,819 399,533 416,195
8,000 8,420 8,840 9,260
8,752 2,547

750 800 1,037 1,078
1,060 1,070
500 500
0 0
0 0
11,732 10,787 11,531 12,326
388,431 401,533 415,54 440,429
232,104 234,419 236,905 249458
93,984 96,333 98,743 101,211
132,508 136,086 138,808 141,583
226,492 232,419 237,551 242,794
5,612 2,000 6,664

£ £ £ £
1,122.35  1,15040 117917 1,208.65
83,739 83,739 83,739 83,739
93,984,467 96,333,346 98,742,517 101,211,142
2.5% 2.5% 2.5% 2.5%
n/a n/a n/a n/a
n/a n/a n/a n/a
£0.53 £0.54 £0.55 £0.57
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