Health Professions Council
Council Meeting — 11™ May 2006

ANNUAL BUDGET 2006/07 UPDATE - PUBLIC PAPER
Executive Summary and Recommendations
1. Introduction

2. Decision
The Committee is asked to agree the following:
e That the proposed Annual Budget for 2006/07 covering the Income and Expenditure
Account, Balance Sheet, Cash Flow Statement and Capital Budget be approved.

3. Background information

The Annual Budget is compiled in January/February each year for the forthcoming financial
year, commencing 1* April. This process is managed by the Management Accountant
(Finance Department) and involves compiling “bottom up” budget submissions from HPC
budget-centre managers, inclusive of their operations and project plans. It also involves
detailed income modeling, based on renewal cycles and fees charged. Budget Centre
managers include EMT members and some non EMT managers e.g. the Office Services
Manager and Partner Manager.

Typically the Budget is compiled in three distinct iterations; Version One, Version Two and
Version Three (the final version), with Version Three (V3) presented in late March to the
Finance and Resources Committee for their formal approval.

Version One is typically completed in January and reviewed by the Chief Executive,
including broad assumptions and linkage to the Five Year Plan.

Version Two is typically completed in late January, leaving approximately a month to re-
work some of the assumptions, provide greater transparency in the comments, alter the timing
of projects etc before presentation of Version Three to the Committee. Additional Budgets
are also presented at Version Three for the Balance Sheet and Cash Flow Statement.

After Version Three approval by the Committee and Council, the approved annual budget is
phased into its monthly components and loaded into the General Ledger (GL). Once loaded
into the GL, the approved Budget is reported against actuals on a monthly basis, in the
Management Accounts. This financial variance information then gets reported, at subsequent
Council and Committee meetings.

Version Three was presented to the 22" March Finance and Resources Committee for review
and approval. A further amendment was requested by the Committee to the Budget, relating
to increasing Council and Committee member fees (overall budget-bottom line neutral) from
1** April 2006 — refer Finance and Resources Committee minutes from the 22" March
meeting, Item 6.06/49, pt 6.6. This has now been done, mostly by re-allocating funds from
the Communications budget to Council budget. The revised Budget (Version Four) is
attached and was reviewed and approved by the Finance and Resources Committee at their
27" April meeting.



4. Resource implications
Nil
5. Financial implications
Nil

6. Background papers
See attached Version Four of the Budget 2006-07 for HPC as a whole. It includes a Key
Assumptions page and several pages of notes.

7. Appendices
Nil

8. Date of paper
27th April 2006
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(Finance Committee 27th April 2006)
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HEALTH PROFESSIONS COUNCIL
BUDGET 2006-7 VERSION 4

Key Assumptions
1 Foster review outcome omitted

2 International scrutiny fees rise from £200 to £350 from 1st January 2007
(Paper to Finance Committee on 8th February 2006)

3 No income from Applied Psychologists in 2006/07

4 No Grandparenting income in 2006/07

5 Latest estimate of 2005/06 includes an accrual of £130k for Fraud and Audit related costs
6 Building work for 22-26 Stannary street includes £92k of non-capitalisable expenditure

to be expensed through the Income and Expenditure account (P&L)

7 Building work for 22-26 Stannary street includes £1,000k of capitalisable expenditure
(The £1000k has been calculated by a quantity surveyor. The building work will be put out to
tender early in the next financial year).

8 All expenditure in 2006/07 (including the building renovation of 22-26 Stannery St) will be funded
by using existing HPC reserves (no loans anticipated)

9 Registrations Budget includes estimated project costs to merge the two Reg departments
and relocate them to 22-26 Stannary St premises.

10 LISA project enhancements are to be capitalised and depreciated over 3 years as per the current
HPC policy.

11 Tax costs to HPC for Council and Committee members (claiming direct from HPC) have been
budgeted.

12 Council and Committee member allowances have been budgeted at £300 (from £260). No rise has

been budgeted for Partner allowances
(Paper to Finance Committee on 27th April 2006)
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HEALTH PROFESSIONS COUNCIL
BUDGET 2006-7 VERSION 4

Notes

Income

1

To be used in Conjunction with the budget summary 2006/07

Chiropodists income is budgeted to be 29% lower in 2006/07 due to no
grandparenting income. This also has a knock on effect of reducing initial
registration fees.

Clinical Scientists income is budgeted to be 21% lower in 2006/07 due to no
grandparenting income.

The Department of Health Grant Released budget is 58% lower due to the end of
the 3 year period in which the LISA (registration system) was being depreciated.
The grant released matched the depreciation period.

Re-admission fees are budgeted to be 39% lower in 2006/07 due to fewer
professions beginning their 2 year cycle. At the end of each 2 year cycle a
number of registrants are removed from the register for non payment or non
signing of a declaration.

International scrutiny fees are budgeted to be 61% higher in 2006/07. This is
mostly due to an anticipated increase in fee from £200 to £350 on 1st January
2007. Also, with no grandparenting applications, more resources can be used to
process international applications.

Bank interest earned on surplus cash is partly dependant on the timing of the
building work to refurnish 22-26 Stannary Street. An average bank balance of
£3.1M has been used, with a minimum of £1M assumed to be kept in the
business reserve for operational cash requirements.

Expenses - Depariments

7

10

Approvals and Annual Monitoring costs are budgeted to be higher, due to a full
year of the annual monitoring and major/minor change process. Also a number of
positions were recruited in 2005/06 which will have a full year salary impact in
2006/07.

Communication department costs are budgeted to be higher due to the holding of
an annual conference event for all Partners which only occurs every 2 years.

The cost of Committees has been separated from the Secretariat budget. This
will help to monitor trends as the cost for committees are not directly linked to the
cost for the Secretariat function. This cost centre now includes all Commitees and
Professional Liaison Groups (PLG).

Human Resources department costs are budgeted to be higher due to holding
Partner review days for all types of partner. Also a new position was recruited in
2005/06 which will have a full year salary impact in 2006/07.
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HEALTH PROFESSIONS COUNCIL
BUDGET 2006-7 VERSION 4

Notes

11

12

13

14

To be used in Conjunction with the budget summary 2006/07

Information Technology department costs are budgeted to be lower due to a
significant reduction in depreciation expense. This is due to the ending of the 3
year depreciation cycle of the LISA system.

The Office Services department includes some general property and office
service costs for 22-26 Stannery St and some non capitalised expenditure for the
proposed renovation (Surveyors costs etc).

The Policy and Standards department is a relatively new department. The
increase in cost is some new positions and work on standards of proficiency and
HPC Policies.

The Registration departments' increased budget is due to the need for some
Business Process Re-engineering in the registration area as a whole. All
processes will be reviewed with the aim to improve customer service and
productivity.

Expenses - Overheads

15

16

17

18

19

Basic Pay costs are budgeted to increase for the reasons mentioned earlier.
Namely, positions with a full year salary impact in 2006/07 and some new
positions filled. Out of the £553k basic pay increase, £439k is due to new
positions.

The National Insurance cost to HPC also includes a tax liability for members of
the Council who claim directly from HPC (Category One's).

The current renewals team (solely processing the renewal forms) are all
temporary contractors. A full year for these temporary employees has been
included in the budget. Once the finer details of the proposed BPR project have
been produced, some of these employees maybe become permanent members
of staff, so some of this budget maybe re-allocated to the basic pay budget. Also
an IT contractor has been budgeted to develop inhouse some key databases
including an approvals and annual monitoring database.

In total, payroll costs are to increase by 31%. The 3 main reasons are an
increase in new positions with the added cost of increased NI and pension
contributions, an increase in temporary / contractor employees and the tax costs
for Council and Committee members (allowances and travel & subsistence
expenses).

The approvals and annual monitoring department are intending to increase the
number of approvals and annual monitoring visits. Whilst the majority of the
detailed work is carried out by the visitors (partners), a member of the department
will also be in attendance. The number of visits attended by HPC employees are
significantly higher than the current financial year, hence the increase in travel
and subsistence cost for HPC.
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HEALTH PROFESSIONS COUNCIL
BUDGET 2006-7 VERSION 4

Notes

20

21

22

23

24

25

26

27

28

29

30

To be used in Conjunction with the budget summary 2006/07

The level of attendance for Council members has been budgeted at 80%. This is
higher than the current year, but as Council members could attend all meetings
this seems quite prudent to allow for a higher figure. The approval panel is a
relatively new panel which includes a full year of this panel in the budget. As
mentioned in the key assumptions, Council and Committee allowances have
been increased to £300.

The training budget for Council has been significantly increased for 2006/07.
Areas included are inductions, media training, performance reviews, audit,
chairman and HPO training.

Building renovation work will be carried out towards the second half of the
financial year. However, currently there is a small team of employees working in
the building, hence the increase in Property Service costs in general.

The building refurbishment cost relates to the non-capitalisable costs for 22-26
Stannery Street refurbishment (see Assumptions section). Some costs have also
been included for some minor work to Park House (painting etc).

Printing and Stationery costs are budgeted to be lower in 2006/07. This is due to
HPC renewing less Registrants than 2005/06 and consequently spending less on
printing and sending out renewal forms. This reduction is offset by the printing of
a CPD document for all registrants and the increased design and printing of
policy documents.

Postage costs are budgeted to be higher in 2006/07. This is due to sending out
CPD and Standard of Proficiency documents to all registrants which offsets the
reduction on registration postage (renewals).

The increase in IT hardware over £1,000 is due to the purchase of small
scanners for most departments to improve the storage life and retrieval time of
documentation.

The increase in software license costs is due to the increase number of HPC
employees (per user licenses).

The LISA registration system was depreciated over 3 years after development
was completed. The 3 years come to an end at the end of August 2006. This will
significantly reduce the depreciation charge to the IT department.

Increased advertising expenditure is budgeted for to increase public awareness
under the following headings; Referers (regional/national), Radio advertising
(regional), Registrant network (national), Secondary awareness locations
(regional) as per HPC's communications strateqy.

Increased brochure expenditure is required for a re-print of all standards of
proficiency brochures for all professions and some new brochures in the area of
fitness to practise.
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HEALTH PROFESSIONS COUNCIL
BUDGET 2006-7 VERSION 4

Notes

31

32

33

34

35

36

37

38

39

40

41

42

43

To be used in Conjunction with the budget summary 2006/07

Stakeholder communications is a relatively new area and there was very limited
expenditure in the current financial year. For 2006/07 there will be a "Fitness to
practise versus fitness to purpose" event which will also require documentation to
be produced after the event.

The increased website expenditure includes an improved search engine,
upgrades to incorporate CPD and approvals, fitness to practise processes and
upgrades to HPCs intranet.

The annual Partners conference costs include; venue hire, day delegate rates,
accommodation, subsistence, partner travel and the cost of the production
company.

The general events cost increase is due to the proposed hosting of a Launch
event for disability guidance, plus smaller briefing events on specific issues.

Media relations is a relatively new cost area. The costs include a subscription to
media disc, which are various contacts in the media industry. The majority of the
expenditure is for agency support on possible issues that may arise as per the
communications strateqy.

The majority of partner roles are now filled. The majority of the recruitment cost is
for the forthcoming Applied Psychologists joining the HPC register. All partner
roles will be required for this new profession.

There a number of current visitors that require training. Also the budgeted costs
include the training for the forthcoming Applied Psychologists partners.

Legal assessor allowances have been budgeted under panel costs for 2006/07.

The number of approval programs that are to be visited is budgeted to be higher
than the current financial year.

Annual Monitoring and Major/Minor change are additional items of expenditure
for 2006/07.

Increased auditor costs relate to additional expenditure required to hire Internal
Auditors to assure the external auditors & Audit Committee about HPC levels of
internal control.

Bank charges in the current financial year included the setting up of a loan to
finance the purchase of 22-26 Stannery Street. Also, there is more banking of
cheques, credit cards etc in the current financial year (linked to the renewal
cycle), hence the 06/07 budgeted bank charges are lower than the latest 05/06
estimate.

Legal expenses are budgeted to increase in line with the increase in legal cases.
Also HPC has budgeted for some legal expenses concerning CHRE.
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HEALTH PROFESSIONS COUNCIL
BUDGET 2006-7 VERSION 4

Notes  To be used in Conjunction with the budget summary 2006/07

44 Other professional fees costs are lower due to the election scheme for 2006/07
not involving as many professions and the reduced need for audit work
concerning fraud and internal control.

45 The pension administration cost in the current financial year included a number of
years of unaccrued expenses. The budget reflects 1 year of cost.

46 The number of professional liaison groups is expected to be less in 2006/07.

47 Employee training costs are budgeted to increase and include the following
areas; training and needs analysis, leadership, unfair dismissal, interviewing,
media, mentoring, performance management etc
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HEALTH PROFESSIONS COUNCIL

BALANCE SHEET
as at 31st March 2007

FIXED ASSETS

Tangible fixed assets

Land & buildings, at cost or valuation
Depreciation

Net book value

Computer Equipment, at cost
Depreciation

Net book value

Office furniture and equipment, at cost
Depreciation

Net book value

Total tangible fixed assets
Investments

TOTAL FIXED ASSETS

CURRENT ASSETS

Other debtors and prepayments
Bank balances and cash

CURRENT LIABILITIES

Amounts falling due within one year
Creditors and accrued expenses
WORKING CAPITAL

DEFERRED INCOME

Registration fees in advance

Retention fees in advance

NET ASSETS

Represented by:
Capital Grant Receivable - LISA System

Accumulated Fund at 1 April 2005
Surplus/(Deficit) for the period

~9107108/BALANCE SHEET/27/04/2006/15:10

£ £
3,743,204
(118,243)
3,624,961
2,415,131
(1,990,632)
424,499
370,007
_(348,397)
21,610
4,071,070
1,647,184
5,718,254
138,753
2,349,496
2,488,249
1,064,853
1,423,396
117,878
4,907,771
(5,025,649)
2,116,001
0
2,244,764
(128,763)
2,116,001

March 2006
£ £
2,743,279
(73,387)
2,669,892
2,073,911
(1,595,776)
478,135
359,644
(265,393)
94,251
3,242,278
1,647,184
4,889,462
125,507
4,035,076
4,160,583
1,339,000
2,821,583
117,878
5,243,773
(5,361,651)
2,349,394
104,630
549,586
1,695,178
2,349,394
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HEALTH PROFESSIONS COUNCIL
BUDGET 2006-7 VERSION 4

CASH FLOW STATEMENT
From 1st April 2006 - 31st March 2007

Deficit over expenditure
Depreciation of tangible fixed assets
Grant income released

Increase in debtors

Decrease in creditors

Decrease in deferred income

Net cash outflow from operating activities

Return on investments and servicing of finance
Investment Income (Excluding realised gains)

Capital expenditure and financial investments
Purchase of tangible fixed assets

Purchase of investments

Proceeds from sale of investments

Decrease in Cash

Cash at 31st March 2006
Cash at 31st March 2007

Cash Movement

~5765023/CASH FLOW/27/04/2006/15:12

£

(303,120)
522,716
(104,630)

(13,246)
(274,147)
(336,002)

(508,429)

174,357

(1,351,508)
0
0

(1,685,580)

4,035,076
2,349,496

(1,685,580)
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