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REPORT TO EXECUTIVE



PORTFOLIO AREA:   FINANCE & PERFORMANCE MANAGEMENT

Date of Meeting:
24 September 2007

Public


Key Decision:
No
Recorded in Forward Plan:
No

Inside Policy Framework

Title:
FINANCIAL SERVICES RESTRUCTURE PROPOSALS

Report of:
The Director of Corporate Services

Report reference:
CORP38/07

Summary:

The recent peer review of the Council and observations from the Audit Commission highlight the need for adequate financial capacity to support evidence-based decision making.  Moreover, the independent review of financial management following the Section 11 recommendation (considered by Council 27 April 2006) identified issues around capacity, rather than skills or approach, in financial management.  The forthcoming challenges around efficient and shared services can only be met with confidence if the Council has access to sufficient financial expertise in order to take decisions with confidence.

This reports concludes the work carried out in reviewing the structure of Financial Services to:- 

i) achieve the improvements required in the annual Statement of Accounts process as set out in the Section 11 recommendation from the District Auditor in April 2006 (regarding the 2004/05 Accounts which were still not finalised) 

ii) aswell as getting the basic statutory functions right, better support the delivery of effective Financial Management in the Authority in the light of the current challenging agenda.

Recommendations:

Members are requested to:

Approve the virement of £67,909 (at maximum point) to fund the additional posts of Technical Accountant and Efficiency Manager, to be funded as set out at paragraph 3.1 

Contact Officer:
 Angela Brown
Ext:
7299

Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers:  IPF Review Report CE21/06 25/09/06

CITY OF CARLISLE

To:
The Executive






CORP38/07


24 September  2007

FINANCE RESTRUCTURE PROPOSALS

1. BACKGROUND INFORMATION 

1.1
At the meeting of the 27 April 2006, the Council considered the Section 11 recommendation that it received as part of the Annual Audit and Inspection Letter for the 2004/05 Accounts.  Under the Audit Commission Act 1998, the District Auditor recommended that:

‘’Carlisle City Council should improve its financial management arrangements and systems  of internal controls, in order that it is able to prepare financial statements which are free from material error and demonstrate proper stewardship of public money.’’

1.2
To understand better the improvements required the Council approved that the Institute of Public Finance (IPF) Consultancy Service be commissioned to carry out an independent review of the financial management arrangements of the authority.  

1.3 The IPF report concluded that the financial management within the Council is of an ‘acceptable standard’ and ‘no better and no worse’ than the majority of similar councils however, the ambitions of the City Council will not be fulfilled unless financial management is of a sufficiently high standard.  The challenging agenda of the City Council needs to be supported with a sound financial management regime that supports confident decision making.

The report recommended a thorough review of the current structure and allocation of roles and responsibilities within Financial Services.  The Chief Executive agreed to complete this review within six months.

The work to review the existing structure was carried out October 2006 to January 2007 but put on hold due to the Local Government Reorganisation (LGR) issue arising.  Since the Government Statement on LGR and clarification on how this will impact the City Council work recommenced on the review.

1.4 
The final report was considered by the Audit Committee and the Executive on the 25 September 2006.  The minutes of that meeting refer to the Chief Executive’s statement that whilst noting that the consultants had advised that the City Council’s financial management met an acceptable standard for a typical District Council, Carlisle City Council was an ambitious Council striving for excellence in service provisions.  To this end, Officers were committed to working with the Executive to ensure that improvements are delivered.   The proposed changes to the structure of Financial Services form part of that work in the pursuit of excellence.

2. REVIEW UNDERTAKEN



The review has been conducted as follows:

2.1
The Financial Services annual work programme was analysed to identify:

· Peaks and troughs in work programme timetable (by activity and staff resources)

· Gaps in meeting work programme i.e. tasks undertaken by temporary resources (2 FTE) and work not currently done to the required standard (KLOE)

· Work that could be reduced / carried out to a lower standard.

2.2
Current staff resources were appraised to establish how much of the annual work programme, including ‘gaps’ and taking account of ‘peaks and troughs’, could be absorbed by re-engineering work allocation/delegation and reducing duplication of effort.

2.3 Benchmarking information was obtained to ensure any proposal are not out of line with other similar authorities.

2.4
Financial Services staff have been consulted during the process of the review and will continue to be prior to the actual implementation of any changes.  

2.5
Senior Management Team have been consulted during the review.  Service Managers were involved as part of the IPF review.  A view has been taken that the capacity of the rest of the organisation to take on a greater responsibility is required.  The training programme commenced will assist with this but it is anticipated that the cultural shift required will take some time to become effective.

2.6
The results of the exercise identifying the main gaps is detailed in Appendix 1

3. PROPOSED STAFF RESOURCES REQUIRED TO MEET THE GAP IDENTIFIED IN PURSUIT OF EXCELLENCE IN FINANCIAL MANAGEMENT

3.1
The gaps identified are set out in Appendix 1.  The significant gaps are discussed as part of 4.2, 4.3 and 4.4 below.  For the past eighteen months, temporary resources have been used to effect improvements in service. It is considered that in order to maintain the improvements and contribute effectively to the challenging agenda of the City Council such resources will be required to continue over a longer period of time.  So that flexibility is maintained due to the changes which may come from shared services arrangements it is proposed that certain appointments be made on a fixed term contract of three years.  

3.2 The following changes are proposed: 

i) The existing Post of Principal Accountant (currently vacant) changes to Assistant Accountant and is recruited on a three year fixed term contract basis.  This will result in a saving of £2,047 due to the grade being reduced from PO3-6 to PO1-4.

ii) A new post of Technical Accountant is created graded PO6-9 costing £40,100 at the maximum including on-costs to be funded from virement from Benefits staffing efficiencies and increased income from Court Costs.  This post will be permanent replacing the permanence of i) above.

iii) A new post of Efficiency Manager is created graded PO3-6 costing £29,856 at the maximum including on-costs also to be funded from the above source.  This post will be recruited on a three year fixed term contract basis.

The total cost of these proposals will be met from within existing budgets as set out above but will involve a virement of £67,909 for which Executive approval is required.




4. PROPOSED REVISED STRUCTURE

4.1
The proposed structure attached at Appendix 2 will consist of two teams within Accountancy. One will focus on the operational support to services in the authority and the other will be responsible for delivering the technical support to statutory accounting requirements and codes of practice.  This Technical Team will also provide effective Insurance and Treasury Management functions.

4.2
To enable the higher quality of the final accounts, budget process and support to services to be maintained and to meet the gaps identified, the new post of Technical Accountant is required to strengthen the Accountancy (Technical) Team.  The employment of a temporary experienced qualified accountant over the last 18 months as approved by the Executive has enabled improvements to be achieved. More are needed however.  The new post is required to enable the improvements to date to be built upon and to ensure the provision of a satisfactory set of Final Accounts for 2007/08.  The establishment of a permanent position will address the capacity issues and considered vital to the ensure the provision of effective Financial Services. The permanent arrangement will provide considerably better value for money than the temporary arrangements. 

4.3
The operational team structure changes do not involve any additional resources but a change to the post of Principal Accountant (currently vacant).  The post was advertised but failed to attract suitably qualified or experienced candidates.  Upon reviewing the post, the grade and the market place, it is considered unrealistic to fill the vacancy as it stands.  With the addition of the above post (Technical Accountant) to the structure, there would be the option to re-categorise the Principal Accountant post as a training post and downgrade it to PO1-4.  .  The Financial Services Training and Development Plan includes the intention to support a member of staff to undertake a CCAB qualification which would be a requirement of the post.  This will assist with succession planning and improving opportunities to develop both on the job and academically.  It is proposed that this post be filled on a three year fixed contract basis to maintain flexibility in the light of the developments around shared services.

4.4
The gap analysis identifies resource issues in the work the Development and Support Unit.  New requirements the authority has put in place to report on the work carried out with Partners, and improvements in the management of the risks surrounding services funded from grants and external sources, require additional resources.  There also needs to be a clearer links in the Procurement Unit between efficiencies and the use of resources assessment.  Additional temporary resources have been carrying out this work in the short term, this review proposes to create an Efficiency Manager to carry out this work as part of that Unit.  In addition this post will assist in the work of the improvement reviews and the shared service agenda. It is proposed that this post be filled on a three year fixed contract basis to maintain flexibility in the light of the developments around shared services.

5. BENCHMARKING 
5.1
The impact of these additional posts on the cost of Accountancy Services at Carlisle

 compared to the cost at other District Councils has been analysed.

Using the data from the 2005/06 CIPFA Benchmarking Club (the latest available) the average total cost of providing Accountancy Services per £1,000 Gross Revenue Turnover for 'all District' Councils is £9.  The same cost at Carlisle with the existing structure is £8.5.  After the additional posts this rises to £9 which is equal to the average for 'all Districts'. 

5.2
Using data from the same source, Carlisle City Council's average salary for staff working in the existing Accountancy function was also shown to cost less that the average for 'all District' Councils.  The average salary for staff working in Accountancy for 'all Districts' including on-costs was £37,000.  For Carlisle the average was shown to be £33,000.   With the addition of the two posts and the reduced grade for the Assistant Accountant post, the average for Carlisle would reach £34,000 which is still well below the 'all Districts' average of £37,000.

6. STAFFING FORUM

6.1
The Staffing Forum (31 August 2007) have agreed the posts and structure in principle subject to the virement being approved by the Executive.   

7. CONSULTATION

7.1
Consultation to Date.


Members of the Financial Services and the Head of Revenues, Personnel, Benefits and the Trade Union have been consulted during the review process.


These proposals tie in with the report which the Senior Management Team supported on the 23 May, but agreed to defer pending the results of LGR.


7.2
Consultation proposed.


Further consultation will be completed with staff and the Trade Unions as relevant.

8. RECOMMENDATIONS

Members are requested to:

8.1
Approve the virement of £67,909 (at maximum point) to fund the additional posts of Technical Accountant and Efficiency Manager to be funded as set out at paragraph 3.1; 

9. REASONS FOR RECOMMENDATIONS

The virement request is subject to the Executive’s approval. 

10. IMPLICATIONS

· Staffing/Resources –  included in the report

· Financial –  the use of the monies identified for these proposals prevents it from being available to fund other initiatives but to not address the issues raised is high risk in terms of the standard of financial management required and that achieved.

· Legal –  N/A

· Corporate –  the proposals will  allow the improvements gained from the temporary increase in capacity to continue and to be reviewed again before the end of the three year arrangements.

· Risk Management – there is a risk that if not approved there will be a deterioration in the standards of Financial Management and the Council’s reputation.

· Equality and Disability – recruitment to the posts will involve the usual Personnel requirements to promote this.

· Environmental – N/A

· Crime and Disorder – N/A

· Impact on Customers – improvements to value for money etc.

ANGELA BROWN

Director of Corporate Services

Contact Officer:
Angela Brown


Ext:
7299

APPENDIX 1

Financial Services Structure Review

Summarised Identification of Gaps in Current Service

Work
Description
Identified Time
Responsible Level

Strategic
Project and Corporate Level Support
Not specifically evaluated.
Qualified


Shared Service Support
Not specifically evaluated..
Qualified (Dev & Supp)


White Paper
Not specifically evaluated..
Qualified


Staff Development Support and Training
Not specifically evaluated.
Qualified

Finance Operational
Quality Control of Final Accounts WPs
May/June

2 Weeks
Qualified


Evaluation Budget Forms

Option Appraisals & Whole Life Costing

CIPFA Stats and Returns
5 Days

Aug/Sept
Qualified


Proactive support for Services plus more support to Community Services
Not  Quantified
Experienced


Sensitivity Analysis/Inflation Forecasts
Not quantified
Qualified


Zero based Budgeting/ Budget Processing Review
2008

Big Review
Qualified


Budget Monitoring Improvement and Link to Performance
2 days per month
Qualified


Lanes Development
½ Day per month
Qualified

Finance

Technical
RO completion and analysis

RA completion and analysis

WGA completion and analysis

SORP Compliance
July 3 weeks

March 3 weeks

Jun/Sep 3 weeks
Experienced


Recharges calculation
July-Nov PT 5 months
Experienced 


VAT Legislation
Ongoing
Experienced 


Repairs & Renewals
Ongoing 3 days per month
Qualified


BS Management – Monitoring Report 
1 Day per month
Experienced


Financial Procedure Rules (Constitution)
1 Week per annum
Qualified


Pensions
1 Day per month average
Qualified

Dev & Supp
Partnership Evidence Co-ordination
1 Day per month
Qualified


Grants / External Funding
3 Days per month ongoing
Qualified


Use of Resources delivery of VFM and Service Improvements
2/3 Days per week
Qualified


Support and Development of Systems (existing)
Ongoing
Experienced


Review Income Creditors/Debtors 
July 2007
Qualified


FIS Reports Improvements and Development
Ongoing
Experienced


Contracts Monitoring
Ongoing
Experienced


Support to New IT Systems Implementation
Ad-hoc
Experienced

APPENDIX 2

PROPOSED OPTION EXECUTIVE MEETING 24 SEPTEMBER 2007














    












     












     












     



















NO CHANGE





1 FTE ASSITSTANT ACCOUNTANT 


(3 Yr Fixed - Training) 


4 FTE FINANCE OFFICER/ SENIOR ACCOUNTANCY ASSISTANT (AA)


1 FTE AA





1 FTE TECHNICAL ACCOUNTANT (Permanent) 


 





GROUP ACCOUNTANT (OPERATIONAL)





PROCUREMENT & EFFICIENCY


 EFFICIENCY MANAGER 


(3 Yr Fixed)


(30 Hours)


 PO3-6








SYSTEMS & CONTROLS





ADMIN





TREASURY & INSURANCE MANAGER











DEVELOPMENT & SUPPORT








CHIEF ACCOUNTANT
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DIRECTOR OF CORPORATE SERVICES
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