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Summary:

The purpose of this report is to inform Members of the opportunity costs associated with the extra day’s leave staff received in recognition of the additional work they had done to contribute to the Council’s “good” CPA assessment.  

The opportunity costs are calculated to be approximately £75,000.  The Executive is invited to confirm its decision in light of this cost.  In future, officers will calculate and report opportunity costs to ensure they are considered when making these kinds of decisions.  

Recommendations:

1. The Executive notes that the opportunity cost of the CPA day off is approximately £75,000

2. The Executive confirms its support for the CPA day off in light of the opportunity costs

3. The Executive notes that in future opportunity costs will be reported for consideration by Members when making decisions that could be considered to incur opportunity cost

Contact Officer:
Jason Gooding
Ext:
 7470

1. BACKGROUND INFORMATION AND OPTIONS

1.1
The background and reasons for the additional day’s leave as a result of the Council’s CPA score have been comprehensively reported to the Executive before (ref CE1704)

1.2
Following discussions with the Audit Commission officers feel it important that the Executive is made aware of the opportunity costs associated with this decision.  Furthermore, if and when the Executive are asked to consider future decisions that may incur an opportunity cost, this will be the method used and reported to Members.  

1.3
The method of calculating the opportunity cost is to divide the annual salary costs for the Council by the number of productive days in a year.  This would produce an opportunity cost of about £75,000 (ie £16.5m budgeted salary cost divided by an estimated 220 productive days per employee).  This does not take into account any actual costs incurred or savings made, but gives an indication of the opportunity cost to the Council of an additional day’s annual leave.  The Audit Commission considers that this is a reasonable way to calculate the opportunity cost.  

2. CONSULTATION

2.1 The Trades Unions are to be consulted on this report at the Corporate Joint Committee meeting on 13 October 2004.  

3. RECOMMENDATIONS

1.
The Executive notes that the opportunity cost of the CPA day off is approximately £75,000

2.
The Executive confirms its support for the CPA day off in light of the opportunity costs

3.
The Executive notes that in future opportunity costs will be reported for consideration by Members when making decisions that could be considered to incur opportunity cost

4. REASONS FOR RECOMMENDATIONS

To address concerns raised by the Audit Commission in relation to the correct reporting of opportunity costs and to ensure that these costs are used as the basis for making similar decisions and reporting to Members in the future.  

5. IMPLICATIONS

· Staffing/Resources – The opportunity costs are approximately £75,000 as reported in this document.

· Financial – The Head of Finance has been consulted and the financial implications are as set out in the report
· Legal – The Head of Legal and Democratic Services has been consulted and he has nothing further to add to the comments on the legal basis for the payments as set out in report CE17/04 previously considered by the Executive

· Corporate – This issue has been considered at length by EMG and CMT

· Risk Management – The accurate reporting and consideration of opportunity costs will in future help strengthen the Council’s approach to Risk Management

· Equality Issues – Not directly applicable

· Environmental – Not directly applicable

· Crime and Disorder – Not directly applicable

· Impact on Customers – The impact on customers is an aspect of the opportunity cost

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:

Executive Portfolio Holder Decision Notice – date of publication 2nd December 2003

Minutes of CMT meetings: 8th, 22nd September; 30th October; 17th November 2003

Minutes of JMT: 27th November 2003

Minutes of the Executive: 18th December 2003

Report to Executive CE1704

Minutes from CROS 4 August 2004
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