PERFORMANCE REVIEW AND AUDIT PANEL:  MINUTES


�
�
Date:


�
Tuesday 13th July 1999�
�
Time:


�
14.00 - 16.35�
�
Place:


�
Shire Hall, Cambridge�
�
Present:





�
Councillors J E Reynolds (Chairman), J E Coston, M Farrar, R Harris, 


L J Oliver, J M Tuck and A M White.





Also in attendance





Councillor J K Walters


�
�






55.�
DISTRICT AUDITOR’S MANAGEMENT LETTER 1997/1998 - FOLLOW-UP REPORT


�
�



	The Panel received a report from the District Auditor following up issues contained in his 1997/1998 Management Letter and previous value for money studies.  The Panel welcomed Mr Ward (District Auditor) and Mr Loades (Audit Manager) to the meeting.





	The Panel noted the following views of the District Auditor on the progress made with the implementation of recommendations contained in the Management Letter:





overall the District Auditor considered that the Council was well placed to undertake the Best Value review programme required by Government having already established the 5 year review programme and embarked upon a number of reviews.  One of the key challenges facing the Council was to maintain the rigour and challenge of the reviews throughout the 5 year programme�


some progress had been made by the Council in disseminating good practice across the organisation through, for example, the Corporate Development Group and the Best Value Group�


the District Auditor remained concerned that the level of the Council’s balances and that the further reduction in balances as part of the Budget 1999/2000 constrained increasingly the Council’s ability to respond to financial pressures without affecting services.  The stability provided by the 3 year Comprehensive Spending Review and the Council’s introduction of the Medium Term Service Priorities (MTSP) approach would provide a better base for longer term planning and linking objectives with resources.�


there had been little change in the Council’s control environment and the District Auditor’s concerns remained.  There was a need to identify the underlying reasons behind the Social Services overspend recently identified and to learn and apply any lessons arising.





	The District Auditor also reported on progress with recommendations arising from two previous value for money studies:





the Council had made good progress in developing its role in relation to work with young offenders and in the preparations for the introduction of a Youth Offending Team in April 2000.�


the Council had made good progress in implementing recommendations arising from the 1995/1996 Audit which had focused on the recruitment and training of non-manual staff.  There was a need for the Council to implement more widely processes for evaluating the effectiveness of training.�


	The following issues arose during the discussion of the report:





the Council’s use of the Oracle Human Resources system was being developed and expanded.  Members commented that it was important that the Council made best use of the system and that greater emphasis was placed on identifying training needs, ensuring that those needs were met through appropriate training and evaluating the effectiveness of training received.�


the Panel noted that the reduction in the time taken to recruit staff in the Social Services Department only applied to those posts which had been successfully filled and therefore did not reflect the high percentage of vacant posts where recruitment had not been possible.  The District Auditor confirmed that this indicator gave only a partial view of performance and that vacancy rates were also important.





the Head of Finance advised that the Council’s balances were low both in comparison to previous years and in comparison to other County Council’s where Cambridgeshire was approximately one third from the bottom of the list of County authorities.  The level of balances was also determined by the room for manoeuvre within budgets and the ability to turn expenditure on and off.  The Council had established the Schools and Partnership Fund to make better use of funds particularly those of schools with balances.�


the Panel noted that the Social Services overspending in 1998/1999 had been identified by the Council as part of the close down of the 1998/1999 Accounts which had yet to be audited by the District Auditor.  The reasons why this error had not been identified earlier would need to be identified as part of the forthcoming seminar for Members on budgetary control procedures.





	It was agreed:





	That the report be noted and that the officers prepare a summary report for the Policy Committee identifying key areas of concern relating to the resilience of the Council’s organisation and they need to make further progress in those areas identified by the District Auditor.








56.	PROCESSING OF INVOICES





	The Panel received a report from the Head of Finance  on action to be taken to improve the standards of the local certification process for the payment of invoices following concerns expressed by the Panel at the last meeting.  The Panel noted that approximately 199,000 invoices were processed by the Council each year and that the following types of non-compliance had been identified:





98% of invoices had been certified for payment as being correct and lawful by the authorising officer.�


a signature and PIN number was included on 90% of invoices.�


“goods received/checked on order” had been certified on 80% of invoices.�


“not previously passed for payment” had been certified on 85% of invoices.�


“price correct” had been certified on 83% of invoices.�


the budget holder had certified 53% of invoices.





	The Panel noted that there were 3 main areas of control:





controls exercised by budget holders themselves in undertaking the local certification process.�


Internal Audit and District Audit checks on processes for the certification of invoices.�


central checks undertaken by the Payments Section.





	The Panel noted that the policy of “zero tolerance” (returning all invoices not properly certified) was not proposed and that this would lead to delays in payment (with a consequent risk of financial penalties for late payment) and would be resource intensive.  A “part tolerance” policy was proposed which would identify a minimum level of certification completion/omission which was acceptable.  This required all unsigned invoices to be returned.  The Panel noted that in addition the following was proposed:





a letter was to be sent to budget holders reminding them of the Council’s requirements relating to the certification of invoices.�


the Payments group would monitor the standards of completion by way of a programme of checks covering all departments.  Where omissions were detected, these would be noted and referred back to the Assistant Director (Resources) and the relevant authorised officers for resolution.�


further periodic audit samples were to be conducted.  





Members noted that the replacement of the Council’s financial systems would provide an opportunity for introducing more system enforced checks and that a report on proposals would be made to the next meeting of the Panel.





	It was agreed:





	(i)	that the report be noted.�


(ii)	that the Head of Audit and Risk Management report to the Panel in six months’ time on progress made.








57.	INFORMATION TECHNOLOGY STRATEGY 1999/2000





	The Panel received a report on the Information Technology Strategy for 1999/2000.  Work on securing millennium compliance had dominated work undertaken in 1998 and 1999 although, often as part of this work, progress had been made in standardising the IT environment.  The run up to the millennium would require a period of stability although thereafter there were a number of issues which would need to be considered.  It was proposed to adopt a three year planning approach to IT investment and targets which would allow a longer term view to be taken on how the Council would respond to these issues (eg. electronic commerce, electronic public access, call centres etc).





	The Panel noted that a report on progress made with securing millennium compliance would be made to the next meeting.  It was thought that the Council’s systems were 80% compliant although it was difficult to define this in meaningful percentage terms.  The Panel discussed issues arising from the possible establishment of call centres to deal with many of the two million telephone calls made to the Council each year.





	The Panel also noted the rapidly changing IT environment and that the growth in the use of the Internet would present a number of opportunities for the Council to communicate with the public as well as imposing demands on the Council’s IT infrastructure and IT budgets, including telephone costs. 





	It was agreed:





(i)	that progress made during the last year be noted.�


(ii)	that the three year planning approach to IT investment and targets be endorsed.�


(iii)	that the goals and priorities within the outline plans in the 1999/2000 strategy be endorsed.�


(iv)	that the next phase of work to develop detailed action plans for 18 areas, including performance targets be supported.








58.	POLICY COMMITTEE BEST VALUE REVIEWS 1999/2000





	(a)	Information Management





	The Panel received a report and presentation on the Stage 1 Best Value Review of Information Management.





	The main findings of the review were:





the Council’s performance was average in terms of using electronic media for public information but the public was positive about its use.�


the Council’s systems and processes for performance indicators were improving but should be more robust and more automated.�


the practice of file and records management was variable but there were pockets of excellence.�


management information was a weakness and the Council needed a stronger culture of evidence based management.�


there were potentially serious implications if the Council did not organise to cope with the implications of the Woolf report, and the Freedom of Information and Data Protection Acts. �


there may be scope for improved organisation of information functions, particularly with regard to the use of new media such as the Internet.�


information security was at an acceptable level of risk overall but more could be done if resources were available.





	The Panel noted the broad range of issues raised by the review and the need for further in-depth discussion and consideration of some of these.  





It was agreed:





(i)	that Members of the Panel with issues or questions on the review should raise them with the Head of Information Technology.�


(ii)	that the following recommendations set out in the report be accepted.�


(a)	recommendations on the scope and activities of the Stage 2 review, including key areas of management information, streamlining and automation of performance indicator collation and review of organisational units with a key information role.�


(b)	recommendations for taking forward the public information issues as part of Channel Strategy and IT Strategy.�


(c)	recommendations that all Best Value reviews of service areas should explicitly address quality of management information.





(d)	the recommendation that further improvement in record keeping, information security and management competence in information management should be achieved through continuous improvement over the 5 year Best Value cycle by appropriate use of the Business Excellence Model.





(iii)	that Members of the Panel be provided with details of the Business Excellence Model.





(iv)	that a further report on the review be made to a future meeting of the Panel.





�
(b)	Procurement and Contract Management





	The Panel received a report and presentation on the Stage 1 Best Value Review of Procurement and Contract Management.  The Panel noted that the Council spent approximately 30% of its budget on procurement and contracts and it was therefore important that arrangements were in place to ensure that it received good value from this and that appropriate legally enforceable contracts were in place to safeguard the Council’s interests.





	The main conclusions arising from the review were:





the need to modernise the Council’s approach to purchasing to reflect the fact that the Council was substantially and increasingly a purchasing and commissioning organisation, working with a wide variety of supplies and partners to deliver services to the community.�


that there were many examples of good practice, centres of expertise and well designed processes and procedures in place.  There was a need to make the application of such expertise more widespread and to continue to make improvements.�


staff training needed to be strengthened to ensure that staff were equipped with the appropriate skills and expertise.�


the Council’s management information systems were inadequate and needed to be improved.�


market awareness/supplier knowledge required improvement.�


the Council’s organisation arrangements needed to be reviewed to determine 





-	where individual contracts should be let/managed in order to lever maximum value for money (including use of external organisations such as ESPO);





-	the level of support and assistance departments and line managers require (eg. help lines);�


-	how the Council will ensure that all contracts achieve acceptable standards of quality.





the need for a more systematic methodology to achieve a consistent, cohesive and understandable approach to the allocation of contracts.�


the application of the Council’s standards to documentation used by external consultants.�


	The Panel noted the large number of areas identified for further work and the need to focus resources on those areas with the greatest potential benefit to the Council.





	


�
It was agreed:





(i)	that the following action arising from the Stage 1 Review be endorsed for immediate implementation:





(a)	in order to eliminate the inconsistent approach to contract letting and management, all contract letting officers must use the core documentation model prepared by the Contract Management Unit and the Legal Division.  Any requests for variations to be authorised by the Head of Contract Management/Commercial Solicitor.�


(b)	that managers using external consultants to assist them let and manage contracts on the Council’s behalf must ensure that County Council documentation and procedures are used.





(ii)	that along with the development of key strategic objectives, the issues identified in the report in the following areas be considered during Stage 2 of the review:





management information


supply awareness


contract documentation


organisation structure


cross departmental contracts


staff skills


benchmarking/external validation.





(c)	Subscriptions





	The Panel received a report on the outcome of the Best Value review of Subscriptions.





The Panel noted that total expenditure on subscriptions in 1998/1999 was £335,514 of which £108,000 related to subscriptions to the Local Government Association (LGA), County Council’s Network (CCN), the Regional Employers Organisation (Resource) and the Standing Conference of East Anglian Local Authorities (SCEALA).  The Panel was asked to consider whether or not the benefits of membership of these organisations should be reviewed.





	The review had also identified a number of “good housekeeping issues” relating to expenditure and use of subscription memberships.





	It was agreed:





(i)	that a report be made to a future meeting on the benefit of subscription to the four organisations referred to above.





(ii)	that the “good housekeeping” proposals set out below be endorsed:  





the need for an annual review of subscriptions to ensure benefits were quantified.�


the sharing of subscription memberships with relevant colleagues.�


the bulk purchasing of subscriptions to attract discounts.�


improved budget planning and control.�


appropriate coding of invoices.





(iii)	that a report be made to a future meeting of the Panel on action taken by Departments in response to the review’s recommendations.





59.	CITIZENS’ PANEL - EVALUATION OF FIRST YEAR OF OPERATION





	The Panel considered a report evaluating the first year of operation of the Cambridgeshire Citizens’ Panel which had been established in August 1998.





	The Panel, which comprised 2,100 members representative of the adult population of the County, had been used four times - three times through a postal questionnaire and once by telephone survey on the Council’s budget strategy for 1999/2000.  The total cost of the Panel was £42,000, although £8,000 of this reflected the cost of the telephone survey.  The results of the surveys had been used to inform decision making by the Council.  A number of areas for development had been identified:





although every panel had achieved a statistically significant response, the response rate of 60% was lower than that originally envisaged of 75% and that action should be taken to improve this response rate.  �


further work was required to analyse and disseminate the results of surveys to key managers.�


there were two areas of concern about the performance of FDS International (the Company carrying out the surveys on the Council’s behalf) which need to be addressed.  These related to quality control over the questions and advising on questions and results from other Panels to provide more comparative analysis and benchmarking. 





The Panel noted that the contract to operate the Panel had been for a period of 3 years, reviewable after 12 months.  It was recommended that the contract with FDS continue for the remaining 2 years of the contract, subject to continuing satisfactory performance.  Members expressed some concerns regarding the performance of FDS and that these should be taken up with the Company.





	It was agreed:





	That subject to necessary compliance with the Council’s Standing Orders as to Contracts, the continuation of the contract with FDS for a further two years be endorsed, subject to continuing satisfactory performance.
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