PERFORMANCE REVIEW AND AUDIT PANEL:  MINUTES

��Date:

�Thursday 29th July 1999��Time:

�14.00 - 15.50��Place:

�Shire Hall, Cambridge��Present:



�Councillors J E Reynolds (Chairman), J E Coston, M Farrar, J D Jones, 

M Scott, J M Tuck and A M White.



Also in attendance



Councillor J L Gluza

��

60.�BEST VALUE REVIEW FINANCIAL SYSTEMS REPLACEMENT (FSR)

��	The Panel received a report from the Head of Finance on the progress of the Best Value review of the replacement of financial systems.  Policy Committee had agreed to replace the current suite of financial systems with an implementation date of April 2002.  The Panel noted that the project methodology for the replacement of financial systems although different to the two-stage approach adopted for most Best Value reviews could be counted as a Best Value review because it embraced the following 4 “C’s” of Best Value:



Challenge - the current suite of financial systems were antiquated and outdated and needed to be replaced with modern systems and technology.



Compare - the project would take into account what the market could deliver. �

Compete - at this stage of the project expressions of interest were being invited on a “software only” and “managed service basis”.  The project was based on the assumption of purchasing a package with the minimum of bespoke work.�

Consult – users and budget holders would be fully engaged in the project.�

	The key objective of the project was to improve budget management and financial management.  The benefits of the project included: 



more accessible, responsive, integrated and flexible suite of financial systems to support budget holders.



greater handling of integration with wider sources of management information.



better handling of devolved management structure.�

better predictive modelling and forecasting.�

a move from the mainframe to client-server technology would result in cost savings in the running of the system.



greater ease/reliability of support.



The project would involve a significant degree of “re-engineering” which would entail devolving administration processes e.g. purchase order, invoice payment, invoice/debt collection, to a more local level.  The Panel noted that payroll and HR were not strictly within the scope of the FSR.  However, work was underway to integrate payroll and HR processes.



The following issues arose during the discussion of the report:



members highlighted the need for the new financial systems to be adequately tested  and asked whether they would be run alongside the existing financial systems before implementation.  The Panel was advised that it was essential to test before implementation and that 18 months had been allocated for this task.  However, many organisations purchased financial systems so any package was likely to have been well tested in the market place.  It was also likely that the suite of financial systems would be introduced at the same time to avoid the additional expense of intensive work to manage any transitional phase.



the need to protect the new financial systems from viruses and to secure them against fraudulent practices was highlighted.  It was acknowledged that the Council’s financial systems risked greater exposure as a result of e-commerce.  It was therefore important that any new financial systems were implemented in line with general protocols.  It was noted that a Steering Group to consider project strategy and direction was also considering new ways of maintaining security particularly in view of the likely decentralisation of the administration processes and would report at the end of Stage 1. It was also noted that the Council’s virus policy would be reviewed after the Millennium, and that more work on security would be undertaken as part of Stage 2 of the project.



the Panel noted the timetable for the FSR Project.  It would receive initial feedback on the first phase of the project which would include project scope definition, investigation and analysis of business requirements, and the production and distribution of the Stage 1 Invitation to Tender, in November/December.  A cost benefit justification would be produced prior to proceeding to the ITT Stage 2 and Policy Committee would receive a report in the Summer of 2000



consultants KPMG had advised the Council that its investment in new financial systems would recoup itself in approximately 2½ to 3 years.



the need to consider carefully the transition of data from the old to the new financial systems.



It was agreed:



	That the report be noted and that Group Leaders be asked to consider whether a seminar for all members be held on the FSR.





61.	MILLENNIUM COMPLIANCE – PROGRESS REPORT



	The Panel received a report on progress to date in dealing with the “Millennium Bug”, and an update on areas of particular concern which were raised in the last report to the Panel.



	The Panel noted that the Uniplex Replacement Project was now well underway with the pilot phase completed at the Cambridge Professional Development Centre (CPDC), and implementation completed at Burleigh Street.  The training of staff undertaken by Education IT had been very successful with staff rating it as either good or excellent.  Members asked how staff were coping with the system after training, and were informed that IT experienced staff were coping very well but that it was proposed to follow up the training for staff who were not used to using the system.



	Members were advised that the cost of the testing facility for the Council’s mainframe systems was higher than the cost reported at the last meeting as a result of the need for a three week testing period rather than two weeks as originally estimated.  The testing would concentrate on the interaction between the Council’s mainframe and the public, and this would include areas such as Student Awards.  The Panel queried whether Resources IT expected to find many errors before testing and were informed that many errors were not predicted but that an audit was being conducted to identify areas which might have been missed.



The Panel was concerned that a number of schools had not responded to the LEA’s request for information concerning the need to ensure that systems were Millennium compliant.  It was noted that officers would continue to press schools for responses.  Members were also concerned that two minor areas of the SSID system were not Millennium compliant and asked whether these areas related to a recent hardware purchase for SSID.  The Panel was advised that the new piece of recently purchased hardware was Millennium compliant but that two minor areas in the software application were not.  The next version of SSID, version 5.1.2, had been purchased to enhance functionality in other areas but would also fix the two minor errors.



	The Panel noted that a first draft of an Authority-wide risk analysis and continuity plan would be completed by 1st September.  Department’s plans would need to be completed by the end of July to be collated for inclusion in the Plan.  Members were informed that the Plan would also cover any other emergencies after Millennium.  The Panel was advised that the Council had been awarded an Amber status by the Government Office for the Eastern Region which indicated that there was a risk of disruption but that plans were in place to counteract this.  The Council would be re-assessed in October when it was hoped that it would be awarded Blue status.  The Panel noted that the Audit Commission had given the Council the status of "preparing reasonably”. 



	Members asked whether the Council had been assured by the Government that public services would be able to continue to supply services over the Millennium.  The Panel was advised that the Council had written to all public institutions concerning this issue and was sharing contingency plans.  Social Services had a copy of a joint contingency plan with the Health Authority which could be distributed to the Panel.  The Panel also noted that Resources IT would be issuing advice to departments regarding the risks associated with 9th September 1999.



	It was agreed:



	(i)	that the report be noted.�

(ii)	that all Councillors should receive a list of contacts to enable them to discuss any queries regarding the Millennium with the relevant officers.



62.	PROVISIONAL AUDIT COMMISSION PERFORMANCE INDICATORS FOR 1998/99



	The Panel received a report on progress on the collection of the 1998/99 Audit Commission Performance Indicators (A.C.P.I’s) and identifying emerging issues.



	The Panel noted that each year, by 31st December, authorities were required to publish locally in a circulating paid-for newspaper, all their Audit Commission Performance Indicators for the previous financial year.  The Council had voluntarily decided that this deadline should be brought forward to October each year.  1998/99 was the first full year in which the new arrangements for local government in Cambridgeshire had been applied.  In order therefore not to reduce the value of trend data, departments had been asked to disaggregate the 1997/98 data for “Old Cambridgeshire”, which would provide performance data for 1997/98 to compare with returns for 1998/99.  It was noted that the difference between the data could not always be attributed to Local Government Review and it was therefore important to identify the reason for the difference.



	The Panel was advised that all expected returns had been supplied to the agreed timescale other than the following three indicators which were now expected within the next two weeks:



Student Awards (K15) – Cambridgeshire’s Student Awards Service currently administered the awards service for Peterborough for a fee using the same system that had been used for “Old Cambridgeshire”, and as a consequence was having difficulties in disaggregating the data.



Adult Education (K16 – K18).



Adults going into Residential Care (L5/L6).



The Panel noted that eighty three indicators had been submitted to date for 1998/99. Compared with 1997/98, there were thirty two (57%) which showed an improved performance, eighteen (32%) that show a reduced performance and six (11%) that showed the same performance.  The Panel suggested that it was important that areas which had experienced a reduction were identified in order to explain any reduction in performance.  Members were advised that the Government would be producing shortly a consultation paper on Best Value indicators which would include more national indicators to measure performance.



The Panel highlighted eighteen of the indicators of those submitted to date which showed a reduction in performance and asked how they would be followed up.  It was noted that the indicators would be considered by the relevant Performance Review Panel, and as many were contained in Service Development Plans they would also be considered by Service Committees.  While performance against national indicators was important, in some instances the Council had chosen to give higher priority to other local indicators.  The key was to set and measure targets which reflect the Council’s priorities.



The Panel noted the Council’s performance against the thirteen Audit Commission Indicators contained in the draft Local Performance Plan.  In addition there were four Audit Commission indicators relating to aspects of Dealing with the Public.  The Panel asked whether complaints should be reported in the Plan and were informed that they would be included in the Council’s Annual Review.



It was agreed:



(i)	that improvements in A.C.P.I. data collection methodologies and, using the provisional data as a guide, the performance across indicators be noted.�

(ii)	that where A.C.P.I. definitions had been used in the draft Local Performance Plan, the Council’s Performance against them be noted.�



63.	INTERNAL AUDIT ANNUAL REPORT 1998/99



	The Panel considered a report detailing the work of Internal Audit in 1998/99.



	The following issues arose during discussion of the report:



standards of internal control identified at audit varied.  In areas where control needed to be improved the reason for not achieving an adequate level of control was primarily due to increasing work pressures and a shortage of staff.�

Internal Audit was still experiencing difficulties in getting staff to attend seminars to help improve financial control.  However, there had been a marked improvement in areas where staff had attended seminars.  The Head of Audit and Risk Management and the Head of Finance had with PricewaterhouseCoopers held a series of workshops on identifying budget risk.  The Panel was advised that Internal Audit would continue to highlight the benefits of training to managers and staff.�

Internal Audit was satisfied that the audits of nine secondary schools had identified that financial control and administration was reasonable to good with only minor matters arising in seven schools, and that it was high for two schools.  Members were advised that Internal Audit regularly met with the Bursars or Business Services Managers of secondary schools to identify ways to improve financial control.  The Panel noted that primary schools were only visited once every seven years.  However, schools which had taken full financial responsibility away from the LEA would need to be visited more regularly.  Former Grant Maintained Schools which were now the subject of an audit by Internal Audit were feeling exposed as they were now receiving fewer audits.  However, they could still buy in their own certification.  Concern was expressed regarding the budgetary difficulties some schools had experienced as a result of mistakes made centrally.



the Panel asked for audit resources to be targeted at control issues relating to contracts in the Authority.  Members were advised that Internal Audit and the Contract Management Unit were working closely together.



members expressed concern that when elderly peoples’ homes were transferred out of local authority control they were no longer audited by Internal Audit.  This audit included looking at the management of residents’ property.  The Panel asked if Internal Audit could look at the way contractors managed the resources of residents.  The Panel was advised that the Council’s Legal Department would be consulted to establish whether a clause could be put into a contract to protect residents.



the benefits of Internal Audit Division staff working with external public sector clients within Cambridgeshire.



	It was agreed:



	That the report be noted.





PERFORMANCE REVIEW AND AUDIT PANEL – ANNUAL REPORT



	The Panel received the draft annual report of the Performance Review and Audit Panel which would be consider by Policy Committee at its meeting on 14th September 1999.  The report described in detail the following activities undertaken by the Panel:



Best Value.

Performance Information/Target Setting.

IT Strategy/Millennium.

Citizen’s Panel/Listening and Involving.

Audit Responsibilities.



	The Panel highlighted the need for more consideration of the member scrutiny role, particularly in view of the Group Leaders' decision to commission an action learning project, and the importance given to effective member scrutiny in Best Value.
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