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REPORT OF THE BUDGET PROCESS SCRUTINY

DRAFT FINAL REPORT OF THE BUDGET PROCESS
SCRUTINY PANEL

FOR DEC

Final Reports of Scrutiny Panels are submitted to the Executive in accordance with
Paragraph 11 of Article 5B of the Constitution for consideration and, if necessary, response
in a separate report or verbally to the Assembly.

Summary

This report details the Budget Process Scrutiny P of the Council’s annual

budget process.

The Panel’s work included an analysis of the annual bu ble and the suite of
reports presented to various Council meetings, the methods degree of consultation on
budget / financial issues and options for the development of the current systems and
procedures.

The Panel’'s recommendations are in
employed by the Council and enhance
budget process.

ded to build on the strong arrangements already

pation of key stakeholders in the annual
Recommendations
This Panel, in light of its inve ati esentations received, make the following
recommendations:

Council’s budg ' , In order that information on aspects such as the key

budget pres : the Authority and the proposals for rent and Council Tax

efing sessions should also cover aspects such as the basic
ke up the annual budget process (along the lines of the

ethods with a view to introducing a greater ‘challenge’ aspect to the
budget estimates, possibly by the introduction of an approach to ‘zero-

(3) That the Corporate Management Team (CMT), via its Service and Financial Planning




(4)

()

(6)

(7)

(8)

(9)

(10)

(11)

Board, give greater emphasis to the need for cross departmental discussions and
consideration of common budget issues in the light of the changing sérvice demands
and requirements;

The introduction of more formal procedures for detailed consultatiombetween Finance
officers and Heads of Service / budget holders to assist in the Strengthening of
arrangements for the identification of budget growth / savings across all Council
services, and the on-going monitoring of budgets;

That additional arrangements be put in place so that all;Members are made more
aware of financial issues being considered by the Exe€utive. This could be achieved
through, for example, the better use of the Council’séModern.gov system (which the
vast majority of Members have access to) and thednclusion‘in the “Member Matters”
publication of a regular column on the Council’s finances fincluding Housing Revenue
Account issues, and details of forthcoming repgrts to the Executive on these issues;

That the new Lead Member with portfolio responsibility for the Council’s financial
planning and budgetary control considers support to the, portfolio through the greater
involvement of other Portfolio Holders. This could be achieved by inviting the other
Portfolio Holders to relevant meetings of the Council’s Resource Monitoring Panel and
could be further assisted by non-Executive Members who are able to offer time,
expertise and commitment to an in-depth reviewsefyasparticular service or area, in
conjunction with Portfolio Holders/and relevant finance and service staff;

Establishing reporting arrangements,for matters considered at informal meetings of the
Executive and CMT to ensure that the information considered is presented in the
‘public’ domain as soon as possible (while having regard to the need to maintain
confidentiality over specific issues under the provisions of Access to Information
legislation);

That the arrangements for consultationiwith the Unions on budget issues be
strengthened. In this respeet, it is pr@posed that an approach be agreed by the
Employees JoinConsultativesCommittee (EJCC) for briefing meetings at which the
Unions can begdvised of the"Council’s budget timetable for the year and the main
aspects that are likelygo'underpin the Council’s vision for the following year’s budget,
and to allow the Unigns sufficient time to put forward proposals which they consider
would help to aehigve the Council’s vision;

Implementing arrangements for presentations on the Council’s finances and budget
process to local residents through the established Community Forums, at least once a
yeardo'eachyEorum;

That greateriuse is made of the Council’s Citizen magazine as a means of enhancing
the communication with the local community on the Council’s finances including
Housing Revenue Account issues; and

That, whenever practical, publications relating to the Council’s finances should be
presented in a way that is easy to follow and understand and that authors should be
conscious of the need for plain language. Where this may not be appropriate
throughout, the summary introducing the document should clearly explain the purpose
and‘eontent in a way that can be understood by everyone. For publications that are
intended solely for the information of the general public (e.g. the Council Tax leaflet)




the availability of translations, braille, larger text etc. should be adverti

Reason

To improve the Council’s budget processes and enable greater tran
consultation.

Lead Member:
Councillor Ms Baker Lead Member Tel:

Alan Dawson Democratic and Electoral
Services

il: alan.dawson@I|bbd.gov.uk

1 Introduction

1.1  Atits meeting on 28 April 2004 the Scrutmy Management Board (SMB) agreed to
set up a Scrutiny Panel to exami bal budget process. The SMB
set a timeframe for the scrutiny

1.2  Due to delays in settling the me
disruption as a result of the sum
place on 4 October 2004. The P32
October, 8 December, 19 Januar April and 9 and 26 May 2005).

2 Membership

2.1 sed Councillors M Baker (Lead Member), B

Waker.

The Panel ;
portfolio responsibility for the Council’s overall budget, to its meeting on 8




3.1

3.2

4.1

4.2

The terms of reference of the Panel were:

e general fund

M To examine the annual budget (revenue and capital for bo
in doing so, to have

and the Housing Revenue Account (HRA)) process and,
particular regard to:

e External and internal pressures and influences, |
requirements, and

e Communication and consultations processes
Members, senior management and trade u

(i) In looking at communications, to be consci of the need for plain language

(i) Inrelation to consultations, to make se are timely and sufficiently
comprehensive

(iv)  Generally, to have regard to any equalities
and

rsity and health issues,

(V) To report back with any finding ar mendations.

The Panel agreed that, in addi
set its own overall objective, o

erms of reference, it would be helpful to
it sought to achieve from this scrutiny, in

ancial year. This process includes the setting of the Council
d the approval of the Capital Programme and Medium Term

sures on local government finance and the Authority’s desire to
ht-free position for as long as possible a more proactive and holistic
e budget setting process has been adopted in recent years.

rangements were introduced to establish a clearer strategic and operational
able for the budget setting process and a more in-depth study of all aspects of



5.1

5.2

5.3

5.4

6.1

6.2

the Council’s finances, including annual savings and growth options as,well as new
pressures stemming from legislation.

Annual Revenue and Capital Budget Position

In 2004/05, the Council’s total revenue budget was £220.2 5m was
allocated to Education, £61.3m to Social Services and the [
Environmental Protection and Cultural Services (EPCS)
covers all other Council services (such as highways, en
administrative services).

The revenue funding for 2004/05 was met from th

Central Government Grant =£177.1m
Council Tax =£43.1m

Expenditure levels for Education and Soci
Central Government and the Council has the
move funding from these areas into EPCS servic ver, the Panel concurs
with the view that this policy should be reviewed in vi the increasing pressures
being faced by services that are funded via the EPCS block and, therefore,
welcomes the new approach that is being.intred or the 2006/07 budget.

are heavily prescribed by
constrained in its scope to

The Council’s planned Capital e for 2004/05 was approximately £92m.

Annual Budget Process Arran nts and Timetable
At the Panel’s inaugural meeting, t
arrangements that had been introdt
of the budget proces or 2003/04

ead of Financial Services explained the new
J for the 2004/05 budget following the review

er of detailed briefings to the Corporate Management Team
ng of the Council’'s Chief Officers);

merce;
thorough review and reprioritisation of the Council’s 4-year Capital
Programme; and

Regular and detailed memorandums to Chief Officers on the process.



6.3

6.4

6.5

7.1

7.2

7.3

The Panel also noted additional steps that had been introduced as pabrt of the
preparations for the 2005/06 financial year. These included bringing forward the
commencement of the annual budget setting process to July 2004(previously it
began in October), presentations to Departmental Managementdfeams on the
Council’s Medium Term Financial Strategy and overall budgetgroeess, and the
creation of a Budget Challenge Team to look at savings and growth options
presented by Chief Officers.

The Head of Financial Services explained that a basic set of principles are applied
to the previous year’s estimates in order that a general picture of the Council’s
budget for the next financial year can be gained in late" Autumn / early Winter. This
position has been helped by the Government’'s move towards 3-year financial plans
although it was noted that the Formula SpendingéShare (ESS) allocation, which is
announced in mid-November, is the key factor hich underpins the Council’s
consideration of its detailed budgets.

The Panel acknowledged that significant progress.had been made in the budget
setting process, both in terms of the internal arrangements for preparing a prudent
and timely budget and the proposals to improve the transparency of the process.
However, the Panel was mindful of a number of views‘@xpressed regarding the
need for the Council to commence the process even earlier in the year and was
therefore particularly pleased to learn from.thesHeadwof Financial Services that
steps were being taken to achieve this. The Panel also welcomed the commitment
to the ongoing review of arrangements asgpart of a year-on-year improvement
process.

Financial Reporting and Reviewing

The Finance Department produces'a series of reports throughout the financial year
as part of the ongoinggreview and monitoring of the current year’s spending as well
as in preparation far future years’ estimates. In addition to monthly Departmental
Monitoring reports for Chief Officerss’ senior managers, highlighting areas of over /
under spending in the curremt year, monthly Budget Monitoring reports are
presented tothe Executive."Also, Financial Outlook reports, giving projections for
future yearg'budgetss have typically been considered at informal meetings between
the Executive and the Corporate Management Team (CMT).

With regard to the,Budget Monitoring reports to the Executive (which are generally
presented within 6 weeks of the period to which they relate) the Panel agreed that
whilst the level of lfermation in these reports and their frequency may be
consideredysufficient for the purposes of the Executive, the current arrangements
did not'necessarily give non-Executive Members a proper opportunity to be involved
In the Counell’'s budget process. A particular issue was the decision taken a couple
of years aga@ to no longer circulate hard copies of agendas for meetings of the
Council’'s Executive, which contain the majority of reports on the Council’s finances,
to non-Executive Members. The Panel is therefore particularly welcoming of the re-
introduction by the new Chief Executive of the circulation to all Members of a hard
copy offExecutive agendas.

In respect of the Financial Outlook reports on future years’ budgets, the Panel were
additionally concerned that these discussions had, generally, been held at informal
meetings, thereby further reducing the capacity for non-Executive Members to be



7.4

7.5

7.6

7.7

7.8

7.9
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involved in the process or, indeed, for the Council’s Scrutiny processge have a role
until such time as the issues were fed through the ‘formal’ reportingdprocess.

The Panel also considered matters relating to the Council’s Capital Programme.
Issues had been raised at a meeting of the Council’'s Executive omd9 April 2005 by
a non-Executive Member regarding the availability to all Members of the Council of
information on all schemes included, or put forward for incldsion, in‘the Capital
Programme. The Panel concur with the view that under gurrent arrangements there
is limited scope for all Members to be involved in the debate and decision-making
process around the Capital Programme.

The issues referred to above were the subject of considerable debate and,
consequently, the Panel has made a number of geeommendations aimed at
improving the current arrangements.

The Panel met with Councillor Geddes whog#at the time, was the Council’'s Deputy
Leader with Executive portfolio responsibility for the Council’s overall budget.

The Panel noted that the Deputy Leader’s portfoliodincluded overall responsibility for
all aspects of the Council’'s budget and financial planniag and, in this position,
Councillor Geddes met regularly with the Director of Finance and her staff in
addition to chairing the monthly meetings.of.thes€ouncil’'s Corporate Monitoring
Group and the Resource Monitafing Panels, which'are held monthly for each of the
Council’'s six service departments.

In respect of the flow of informatienand its consideration at various ‘closed’
meetings, Councillor Geddes stressed the importance of maintaining confidentiality,
particularly when budget decisions are likely to have implications on service levels
and in view of the fact that information can often change on a weekly basis as new
factors come to light.4The, Panel accepted that there are sensitivities that need to
be taken into accoduntwhen dealing with such information and that it is, on
occasions, appropriate t0 seek a strategic / political steer over an issue in order to
progress widegproposals, but felt that this should not be to the detriment of a
transparent approach 4o decision-making.

With regardto the Resource Monitoring Panels, the Panel noted that these
meetings areehaired by the Portfolio Holder for the Council’s financial planning and
budgetary“eontrol (Councillor Bramley since May 2005) and do not include any
other Member¥epresentation. As these meetings consider the latest information on
the revenue budgets and monitor the implementation and achievement of savings
andagrowthyissues for'individual service departments, the Panel considers that the
process‘would benefit from the involvement of other Members and, in particular, the
Portfolio Holders for the service under scrutiny at each meeting. The Portfolio
Holder for financial planning and budgetary control would continue to retain overall
responsibility for this aspect.

Housing/Revenue Account

The Panel received information on the funding and expenditure arrangements in
respect of the Housing Revenue Account (HRA), including the recent introduction
by“Central Government of a prescribed formula for the determination of Council
house rent levels which largely dictates the level of Council rents in the Borough.



8.2

9.1

9.2

9.3

10

10.1

10.2

The Panel also noted details of the internal arrangements for the on-geing review of
the Council’'s HRA to ensure a long-term balanced budget.

The Panel is satisfied with the general arrangements, including the range of public
consultation on the HRA, and welcomes the new report writingéaneh,Executive
agenda circulation arrangements which will enhance the accessibility and
availability of information for all Members. As an additional(Step to extendhthe
dissemination of information on the HRA to both Members and the localfcommunity
respectively, the Panel supports the publication of key infermation via clearand
concise articles in the internal ‘Member Matters’ and external ‘Citizen’ publications.

Financial Publications
The Council currently produces the following aghual puplications:

= Budget Book (which includes the Capitall& Revenue estimates)
= Medium Term Financial Strategy

= Council Tax Leaflet

= Statement of Accounts (Draft and Final Versions)

= Annual Investment Strategy

» Funding Strategy Statement

= Statement of Investment Principles

The Panel supports the principle that repofts / publications relating to the Council’s
finances should be easy to follow and understand and that authors should be
conscious of the need for plain language. In this respect, the Panel welcomes the
revised report writing guidance for Ceuncil officers which is in the process of being
finalised.

The Panel recognisesgthat many of these publications are produced in accordance
with guidance issuéd by the Chartered Institute of Professional Financial
Accountants (CIPFA) and other statutory requirements which may, in effect, mean
that the terminglogy used and way that the information is presented is prescribed.
With this in mind, the summary introducing a document should clearly explain the
purpose and contentfin‘a way that can be understood by everyone. For
publications that age intended solely for the information of the general public (e.qg.
the Council Tax leaflet) the availability of translations, braille, larger text etc. should
be advertised.

Consultation

A key-aspect of the Council’'s budget preparations relates to the consultation
arrangements that are in place. The Panel received details of the current
arrangements but felt that it was important to gain an understanding of the views of
key stakehglders as a means of challenging current perceptions.

Each of the four main Council Unions, namely Unison, APEX, GMB and T&GW,
were inyited to give their views on how they are consulted and suggestions for
Improving the system. The response from the General Secretary of the local
Unison branch highlighted a number of issues associated with the timing of the
diseussions between the Council and Unions, the limited scope for the Unions to be
involved in resourcing / spending decisions and the suggestion that the Unions



10.3

10.4

should be properly briefed on the overall Council budget and spendingyplans. The
point was also made that the Unions are not only concerned with budget cuts that
affect their members but also by resourcing decisions, which can have similar
implications. The Panel supports the wider involvement of the Unions in the
Council’'s budget setting processes and recommends that a way ferward is agreed
by the Employees Joint Consultative Committee (EJCC), whi€h'is made up of
representatives from the Council and the four Unions.

The Panel also conducted a questionnaire survey of all €ouncillors and
Departmental Heads of Service to gain an understanding of their perceptions and
suggestions for improvements. The level of responges from Councillors was
disappointing (less than 20% compared to the response rate from Heads of Service
of over 50%). However, the feedback received from bothéSources provided the
Panel with a basis on which to consider changes/ impravements to the current
arrangements and a number of recommendations have been made as a direct
result of the questionnaire exercise. This exercise was further helped by an
‘interview’ process with three Heads of Sefvice to,discuss in more detail their
responses to the questions posed in the survey.

The feedback from the Member and Heads of Service'surveys and the interviews
gave rise to a number of proposals to enhance the current arrangements. These
included:

() The early commencement of.the debate around budget saving and growth
issues based on the Coungil’s key priorities - this would assist in the timely
implementation of any new ‘arrangéments from the beginning of the new
financial year rather than, as often happens under the current arrangements,
any necessary changes being implemented part way through the year;

(i) Greater emphasissbeing given Ry Chief Officers to the need for cross
departmental discussions and cansideration of common budget issues in the
light of the ghanging Service demands and requirements;

(ii) The intrgduction of moreformal arrangements for detailed consultation
betwegn Finance officers and Heads of Service / budget holders to assist in
the strengthening of arrangements for the identification of budget growth /
savings acrass all Council services, and the on-going monitoring of budgets;

(iv) The reappraisalef the Council’s current overall policies in relation to the
funding of services in view of the increasing pressures being faced by services
that are funded via the EPCS funding block;

(v) An examination of current budget formulation methods with a view to
introduging a greater ‘challenge’ aspect to the compiling of budget estimates.
In this respect, it was suggested that an approach to ‘zero-based’ budgeting
could/e one way to approach this, particularly for areas which have seen a
great deal of change in recent years; and

(ui). The strengthening of Members’ involvement and understanding of service
budget issues.
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12.1

12.2

12.3

Equalities and Diversity

The Panel is mindful of the need for all members of the local com
to understand the Council’s work and its finances, which have
everyone. A number of the Panel’'s recommendations will bri
improvements to the accessibility and availability of informati
a whole.

ity to be able
pact on

t

mmunity as

Key aspects of this can be achieved through the use of
clearer structure in Council reports and the availabilit
text etc. for publications that are intended solely for
Council Tax leaflet).

in language an
f translations, braille, larger
general public (e.g. the

Conclusions
Parker, and Head of

ental in introducing a range
iI's budget processes since

The Panel recognises that the Director of Fij
Financial Services, Joe Chesterton, have
of strategic and operational improvements to
their appointments in 2003, building on the stron that their predecessors
and the Council as a whole had put in place over ma ars. The Panel has made
a number of recommendations in this report which it believes will further enhance
these arrangements and place the stronger position to approach
the future challenges.

The Panel is mindful of the fac majority of concerns referred to in this

ent and participation of non-Executive

g process. However, this should not been
er stakeholders in the Council’s financial
ade Unions and businesses. The Panel is
equaIIy concerned t e a greater understanding of the Council’s
sees the expansion of non-Executive
peans to a greater general understanding by the
al affairs.

Members in the Council’s budget
perceived to be at the exclusion o

Members’ role i
community of

work ove

the preparation of this report:

das and minutes of the Budget Process Scrutiny Panel meetings
October and 8 December 2004 and 19 January, 5 April, 9 May and



PPENDIX A

BUDGET PROCESS TIMETABLE 2004/05

July/August 2004 Early work on financial outlook by,
August Development of budget press

September/October CMT and Executive consider initial Council financial

position.

gy, and priorities, for
sions with Officers.

October/November Executive confirms B
consultation in the li

October/November Budget savings roduced by Officers for
consideration

October/November Capital Programme re

October/November Consultation with relevant stakeholders to consider the

November/December ernn ouncements on resources.
December/January orks up its initial detailed budget proposals.
January 2005 enue Account budget and rent levels set.

25 January 2005 2sources and Base Budget position to

ible consultation with other stakeholders on the
detailed budget proposals

Late January/Febr

Executive considers comments made on earlier
proposals and agrees a budget to be referred to Council.

Late February

2 March 2005 Council agrees a budget, Council Tax, Capital
Programme and a revised Medium Term Financial

Strategy for 2005/06-2007/08.




REPORTS TO THE ASSEMBLY

Title of Report

Council Tax Base Report

Annual

APPENDIX B

Date of Meeting |

The Council’s Budget 2005/06 to 2007/08

Annual

Treasury Management Annual Strategy
& the Council’'s Prudential Indicators

2/3/05

Statement of Accounts
2004/05

REPORTS TO THE EXEC

2717105

Title of Report
Provisional Out-turn 2003/04

Date of Meeting |

2008/09

Revenue and Capital 20/07/04
Procurement — SpReQF;jotr? Save — Pro Six Months 7/fé?§/ggd
Annual Treasuryzggagle(z)rzent of Accou Annual 28/09/04

Annual 19/10/04

Budget Proces Annual 9/11/04

cf:‘atshsepg':grr:o?a?ds pcation 2005/06 Annual 21/12/04
Annual 12/04 and later

Annual 21/12/04

oo & Base Budget Annual 25/01/05

tal Programme 2005/06 — Annual 22/02/05




Council Tax & Medium Term Financial
Strategy

Annual

2/02/05

Treasury Management Annual Strategy
Statement and the Council’s Prudential
Indicators

Annual

Annual Report on Review of Members’
Remuneration

Annual

22/02/05

Budget Monitoring
Revenue & Capital *

Mon

Monthly




