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10.1 

 
 
RISK MANAGEMENT APPROACH TO THE BUDGET 
STRATEGY 
 
1 SUMMARY 
 
1.1 The purpose of this report is to identify the key elements of risk within the 

budget strategy and to agree a monitoring process. 
 
2 BACKGROUND 
 
2.1 At Council on the 29th July 2003 Members received an update on the progress 

on the Risk Management Strategy agreed the previous July. That report 
contained an action plan. Within the action plan there are a number of 
references to the budget strategy of the Council.   

 
2.2 The Audit Commission has produced a document which outlines how auditors 

will make judgements about the Authority on a number of issues.  Within this 
document good practice on risk management in relation to the budget strategy 
is shown as the following:- 

 
• There is evidence of a risk assessment of material items of income and 

expenditure which are fully costed.  The risks are reported to Members 
as part of the budget setting process. 

 
• The frequency of reports to Members is determined by the risk 

assessment of the budgets.   
 
2.3 The full document issued by the Audit Commission will be presented to 

Members at a later date when all the points raised have been considered by 
officers and our proposed action identified. 

 
2.4 This report deals only with the General Fund of the Council. At a future 

meeting the Housing Revenue Account, Capital Programme and Collection 
Fund will be considered. 

 
3 CONSIDERATION 
 
3.1 The approach to this is to consider the following:- 
 

• What risks could affect the budget strategy. 
 
• How can the Authority focus on the areas that are a priority and what 

reporting is to be used. 
 

• Risk reduction and risk acceptance. 
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4 WHAT RISKS COULD AFFECT THE BUDGET STRATEGY 
 
4.1 Any particular service could be exposed to a number of risks rather than a 

single risk however, there is expected to be a dominant or key risk.  The main 
risks are as follows:- 

 
Volume Change 

 
 Here it could be either demand-led or a planned change.  Income projections 

may be based on charges at an estimated level of activity.  Reduced activity 
with no cost reductions will increase financial risk as will cost increases that 
respond to volume changes which are not linked to changes in income. 

 
 Cost Changes 
 
 Whilst most anticipated cost changes will be built into the basic strategy, there 

is still the potential for cost changes to have an impact throughout the year 
and the term of the budget strategy. 

 
 Price Changes (Charging) 
 
 The Council sets its discretionary charges and we are notified of the statutory 

charges to apply.  Over the life of a budget strategy, income may not grow in 
line with costs, or the structure of charges could be amended to the detriment 
of the Authority. 

 
 Outside Partners 
 
 Under performance of outside partners will have an adverse impact on the 

Authority. Problems could be either non-performance or below standard 
performance. 

 
 Legislation Changes 
 
 Local Authorities are at risk from changes by the Government.  This could be 

in the alteration of agreed priorities, funding arrangements, new services and 
changes to standards. 

 
 Competition 
 
 Some areas of the Council are at risk from competition.  Examples could be 

leisure premises, car parking and domestic building control. 
 
 Disasters, I T Failures and Business Interruption 
 
 Work is currently underway on the production of risk registers to identify 

where the Council is at risk in the delivery of services.  From a budget 
strategy point of view, there could be additional cost implications or risk to the 
Council’s income streams. 
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 Errors and Omissions 
 
 Where decisions and actions are made by the Council or Officers, there is the 

risk of errors or omissions.  Costs could be incurred either informally in 
explaining correcting or compensating for the error or omission or formally 
through a court process.  

 
 Reputation Risk  
  
 The willingness of our customers and partners to work with us is affected by 

their trust in the Authority. As regards the budget strategy contractors need to 
know they will be paid on time and taxpayers need to know that amounts paid 
to the Council are properly credited to their account and safeguarded. 

 
 
5 HOW CAN THE AUTHORITY FOCUS ON THE AREAS THAT SHOULD BE 

A PRIORITY 
 
5.1 To break down the problems of considering the whole revenue budget, the 

analysis has been approached on three points. 
 

• Determine a minimum sum to consider 
 
• Use of the subjective analysis 

 
• Check against all service areas 

 
5.2 For the minimum sum, it is proposed that a figure be used that equates to a 

one per cent increase in the current Council Tax for Rochford rounded to the 
next thousand.  Using this approach, the figure has its own buoyancy for use 
in future years.  For 2003/04 one per cent of £142.29 equates to a figure of  
£44,000.   

 
5.3 The subjective analysis approach is where each type of expenditure and 

income is added together.  This produces figures for example of total salaries, 
total training, total repairs and maintenance etc.  The advantages of this 
approach are:- 

 
• It condenses the budget book to a manageable list 
 
• The risks associated with the type of income and expenditure are 

usually common to the type 
 

• The way that expenditure and income is committed is usually common 
to the type of item. 

 
5.4 Looking first to the subjective analysis approach, Appendix A shows the full 

subjective analysis for 2003/04.  The items highlighted, under the column 
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marked estimates, within the list are where the item is over the £44,000.  The 
next column briefly describes the risks associated with the item and the last 
column identifies the type of reporting suggested. 

 
5.5 It should be noted that by using this approach, although the number of items 

have significantly reduced, the totals that remain for consideration are 93% of 
expenditure and 95% of income.  When looking at the recommendations for 
reporting of the 21 items, they account for 72% of expenditure and 84% of 
income. 

 
5.6 Where the proposal is that a quarterly report will be issues we will try to 

ensure that this fits in with the reporting of Quarterly Performance statistics to 
match data, performance indicators and budgets together. 

 
6 CHECK AGAINST WHOLE SERVICE AREAS 
 
6.1 Appendix B shows the service areas, risk assessment and reporting 

arrangements relating to the whole service areas. The reason for including 
this additional stage is that the subjective analysis approach picks up the key 
large items of the budget, however smaller estimates when grouped around a 
service may be considered as a potential risk. 

 
6.2 The following should be noted. For staffing, the overall cost of staffing will be 

covered in the quarterly reports proposed. The vacancies within the Council 
are already reported to Members. 

 
 
7  WHAT MEASURES ARE USED FOR RISK REDUCTION AND THE 

CORPORATE ACCEPTANCE OF RISK 
 
7.1 This report has been aimed at identifying where there are risks to the budget 

strategy and in most cases, recommends monitoring to gauge the effect or 
changes to the budget.  Many of these areas are demand-led areas and 
therefore there is little real action to correct the effect that may be, for 
example, a reduction of demand on income.   

 
7.2 The report to Council in July drew attention to the need to consider business 

continuity and contingency planning. This is essential as there are critical 
areas in relation to service provision that could affect the Council’s budget 
strategy.  

 
7.3 The Council already contracts out large parts of services and in so doing 

transfers risk to the third party. 
 
7.4 Where risks remain they can be reduced by either financial reserves and 

balances aimed at reducing exposure to certain budget variations or where 
applicable by insurance arrangements. 
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7.5 Having looked at the risk implications of services and the financial 
implications, there must be some acceptance of the risks involved.  However, 
with the actions identified within this report, such residual risks should be 
minimised.    

 
7.6 As previously mentioned, the wider aspect of the Council’s risk assessment 

are being addressed with risk registers being compiled.  This information will 
add to our view on the risks associated with the budget strategy.   

 
 
8 RECOMMENDATION 
 
8.1 It is proposed that the Committee RESOLVES : - 
 
 

(1) To agree the items to be reported as shown in appendix A and B 
 
(2) To agree the frequency of reports as shown in appendix A and B. 
 
 
 

 
 
 
 
 

Dave Deeks 
 

Head of Financial Services 
 
 
 
 
Background Papers: 
 
None 
 
 
For further information please contact Dave Deeks on:- 
 
Tel:-  01702 - 318029 
E-Mail:- dave.deeks@rochford.gov.uk 
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WHOLE SERVICE AREAS                                  APPENDIX B
Service  Net Value Consideration

 £ 
1 Corporate and Democratic costs           1,350,800 Majority is staffing - Overall this is covered by proposed 

monitoring.
2 Investment Income -            326,500 Included as part of quarterly report to Members
3 Pension costs ( central)              501,100 Report as part of budget strategy
4 Local Tax Collection              560,700 The potential loss of the key income stream for the 

Authority represents a significant risk. The majority is 
staffing and Computer systems.

5 Elections              201,800 Staffing and direct costs. Reputation risk rather than 
financial.

6 Emergency Planning                91,900 The main risk to the Authority is through the effects and 
management of any emergency situation. The 
Emergency Plan is considered by Members.

7 Local Land Charges -            232,500 Net income to the Council. Staff and systems needed to 
deliver service. Income will be affected by demand and 
will be reported as part of quarterly report to Members.

8 Leisure Recreation and Sport           1,279,250 Key aspects of the service delivered through contracts. 
Holmes place and Serviceteam already report to 
Committee.

9 Building Control              108,800 This is the total of Building Control and includes the fee 
earning work and the non fee earning work. Majority is 
staffing. The income will be affected by demand and will 
be reported as part of quarterly report to Members.

10 Planning              824,100 Majority is staffing. The income will be affected by 
demand and will be reported as part of quarterly report 
to Members.

11 Corporate Policy              130,500 Majority is staffing
12 Environmental initiatives                  8,500 Minor item
13 Economic Development              104,700 Majority is staffing and NNDR relief granted. This relief 

is subject to either criteria determined by Council or 
specific decisions

14 Community Development              208,300 Majority is staffing and grants to CAB. Grants are 
specifically authorised by Council

15 Cemeteries and Churchyards                52,500 Majority is undertaken by Serviceteam who report to 
Committee. Income will be part of quarterly report to 
Members.

16 Environmental Health              889,500 Majority is staffing
17 Coast Protection                  1,600 Minor item
18 Refuse disposal and Street Cleansing           1,634,700 Majority is undertaken by Serviceteam who report to 

Committee. Recycling Income will be part of quarterly 
report to Members.

19 Public Conveniences              162,200 Majority is maintenance and cleaning costs
20 Hackney Carriage Licensing                  9,600 Income is currently below reporting level
21 Highways and Roads              114,100 Majority is verge maintenance undertaken by 

Serviceteam who report to Committee.
22 Parking Services -            285,400 Income is subject to demand and shifting patterns of 

parking. Income will be part of quarterly report to 
Members

23 Public Transport              241,200 Majority is for Bus passes and taxi vouchers. They will 
be reported quarterly.

24 Housing Strategy, advice and private sector              372,600 Majority is staffing

Service  Value Consideration
 £ 
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25 Contracted Accommodation              106,800 Majority is staffing and the cost of contracted 
accommodation ( formally Bed and breakfast 
accommodation)

26 Housing Benefits Expenditure           7,935,400 Housing Benefits expenditure and income are major 
items and will be included in quarterly report to 
Members. 

27 Housing Benefits Income -         7,608,300 See above
28 Housing Benefits Administration              425,200 See above
29 Corporate Salary Savings -            310,000 Central provision to cost of vacant posts. Actual figure 

will be affected by number of vacancies and the time 
taken to fill those vacancies. It is also affected by staff 
who are on maternity pay and reduced pay through 
sickness. Decisions can also be taken to keep a post 
vacant.

Support services that are fully re-charged 
to other accounts

 Gross Cost 

30 Telephones and Reception              160,900 Staffing and office telephone costs. No significant 
financial risk

31 Postal and Office Services              246,100 Staffing, stationery and postage. No significant risk

32 Filing                59,200 Staffing and use of accommodation. No significant risk

33 Document Production unit              228,200 Staffing and printing costs. No significant risk
34 Office Accommodation - Rochford              290,000 Costs relating to premises and management of 

premises. Without these premises the majority of 
Rochford's office based services would not be 
delivered.

35 Office Accommodation - Rayleigh              108,700 Costs relating to premises and management of 
premises. Without these premises the majority of 
Rochford's democratic services would not be delivered.

36 Financial Services              534,400 Staffing and support costs. The section is responsible 
for all major aspects relating to the financial 
management of the Authority.

37 Personnel Services              280,400  Staffing and recruitment costs. Risks to staff availability 
for the Authority following non recruitment of staff and 
lack of policies to retain staff 

38 Property Maintenance              742,300 Staffing and support costs. Risks to the repair and 
maintenance services for Housing, capital schemes and 
all Council assets. 

39 Cashiers                65,200 Staffing and support costs. Main risk area is in cashiers 
role in cash allocations to customers accounts. 

40 Computer Services              804,500 Contract, Miscellaneous IT costs and staffing. The 
performance of out IT contractor is the key risk to the 
authority. This is already the subject of regular 
monitoring by Members.

41 Legal Services              409,500 Staffing and support costs. The section is responsible 
for all legal aspects relating to the Council including 
land transactions. 

42 Audit and Process Review              184,900 Staffing and support costs. The section provides an 
independent monitor for the performance of the 
Authority and for the safe and efficient financial 
arrangements. 

Appendix B

10.14


