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Executive summary

The purpose of this letter

This is our audit and inspection ‘Annual Letter’
for Members which incorporates the Annual
Audit Letter for 2003/04, and is presented by
the Council’s Relationship Manager and District
Auditor. The letter summarises the conclusions
and significant issues arising from our recent
audit and inspections of the council.

We have issued separate reports during the
year. These reports are listed at Appendix 1 for
information.

Appendix 2 sets out the scope of audit and
inspection.

Appendix 3 provides information about the fees
charged.

Key messages

Council performance

In March 2004 the Council was assessed as a
fair performing authority. It has developed an
ambitious improvement plan and is
demonstrating a clear focus on achieving that
plan. It has achieved a lot in a relatively short
space of time but much of this work will not
impact immediately and it will be important to
retain that strong focus, to ensure that it is a
shared focus across the whole organisation and
that a concentration on outcomes for the
community is kept at the forefront of its
thinking.

We have assessed the Council’s approach to
regeneration as fair, with promising prospects
for improvement. The Council is addressing
economic development although at present it is
not sufficiently integrating its work (and the
work of partners) in economic development with
that in housing, community development, skills
training and similar subjects. The council is now
making progress in adopting a more joined-up
approach and we believe progress will continue.
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The Council’s Best Value Performance Plan was
compliant in all significant areas and followed
statutory guidance. We identified a significant
improvement in the quality of information
provided to support some performance
indicators but not across all and there is a need
to continue to strengthen quality assurance
arrangements for the production of performance
information.

The accounts

The financial statements present fairly the
financial position of the Authority. We issued an
unqualified opinion on 23 November 2004. To
maintain financial integrity of the accounts,
there is a need to improve the recording and
valuation arrangements for fixed assets.

Financial position

The Council’s financial position has been
strengthened in 2003/04 and this is continuing
in 2004/05. Improved financial planning
processes have contributed to controlling council
tax increases whilst maintaining a sound
financial base for the Council’s future.

Arrears levels have improved across all major
categories of income in the last year.

The Council’s growing capital programme
represents some challenges in terms of delivery
and it will be important to ensure there is
sufficient project management capacity available
to deliver the planned programme.

Other accounts and governance
issues

Governance arrangements are generally sound
within the Council. Internal Audit continues to be
a key and effective part of the overall
arrangements for ensuring internal financial
control. Work is required to further develop the
implementation of effective risk management
practices and the monitoring of personal and
prejudicial interests.

IAnnuaI Audit and Inspection Letter — Audit 2003/2004
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Formal investigations into the Crinkley Bottom
Theme Park are now complete and appropriate
actions have been taken by the Council. As a
result the audits of the accounts for 1994/95 to
2000/01 are now closed. The audit of the
accounts for 2001/02 to 2003/04 remain open
due to the consideration of the lawfulness of
decisions surrounding granting early retirement
to a former employee.

Action needed by the Council

e Maintain a concentrated focus on delivery of
the Council’s improvement plan.

e Implement the recommendations in our
Regeneration inspection report.

e Improve the quality of performance
information.

e Improve risk management arrangements
over the next twelve months.

Council performance

In March 2004 the Council was assessed as a
fair performing authority. It has developed an
ambitious improvement plan and is
demonstrating a clear focus on achieving that
plan. It has achieved a lot in a relatively short
space of time but much of this work will not
impact immediately and it will be important to
retain that strong focus, to ensure that it is a
shared focus across the whole organisation and
that a concentration on outcomes for the
community is kept at the forefront of its
thinking.

CPA and improvement

The Comprehensive Performance Assessment,
(CPA), is a key element of the Government’s
programme to modernise public services. It is
used as a basis for assessing the effectiveness of
every Council in meeting their duties under the
Local Government Act 1999, and provides each
authority with a rating through a range of poor,
weak, fair, good or excellent. In March 2004 the
council was assessed as a fair performing
authority.
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Following this assessment the Council agreed an
improvement plan to address the weaknesses
raised within the CPA, building on improvements
which were already underway and improvement
areas identified from other sources. The
improvement plan demonstrates a clear
recognition and understanding of the
improvement areas and there is a strong
commitment to ensure its implementation and to
achieve better outcomes for the community. The
Council has already made progress in a number
of areas. The following paragraphs comment on
progress made under the four key questions
asked within the CPA process.

What is the Council trying to achieve?

The Council has become clearer about what it is
aiming to achieve. Members have revisited their
priorities for both 2004/05 and 2005/06 with a
view to achieving a much clearer expression of
what the Council is trying to achieve and what
its main priorities will be over the next few
years. Early indications are that the 2005/06
corporate plan once agreed will provide a clearer
expression of what the Council’s priorities are
and how it plans to deliver them, providing a
better focus for officers and members when
making decisions about the delivery of services.

The Council is developing its community
leadership role. The corporate plan is now
clearly linked to the Community Strategy on
which there has been extensive consultation and
various changes in members processes have
been made to enable greater engagement with
the community. Plans to develop an annual
consultation plan to improve the way in which
the Council consults with its community have
been delayed due to a vacancy during the year
but this has now been filled and work is
expected to proceed.

Improvements have been achieved in the
effectiveness of political structures and decision
making. Key changes include greater roles and
accountability for portfolio holders, improved
focus of executive business, greater links
between the executive and scrutiny roles,
consultation liaison groups on specific issues,
and a clearer remit for scrutiny.

IAnnuaI Audit and Inspection Letter — Audit 2003/2004
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There is still some resistance between members
where decisions are required to reduce the
Council’s investment in some services, even
though this is in line with the agreed corporate
plan, but such decisions are nonetheless being
taken. Whilst some of these changes are still
relatively recent, benefits can already be seen in
an improved focus on priorities and
improvements, speedier decision making and
more effective performance review. The way in
which Full Council operates is to be developed in
2005.

An improved financial framework now exists
which will assist the Council in retaining its focus
on priority areas. The Council’s new medium
term financial strategy for the first time makes a
clear statement about the levels of council tax
increases Members are willing to agree to and
identifies a forward forecast of the levels of
savings which will be required to maintain
council tax increases below 5 per cent whilst
also enabling the Council to invest in the
improvement of its services. The star chamber
process which began in 2003 has been used
more effectively in 2004 to support the
development of the 2005/06 budget and to
begin early work on the identification of
potential savings areas for future years. Further
development of the star chamber process will be
needed to enable the Council to take more
radical resourcing decisions to achieve the
quality of services/outcomes which it desires.

How has the Council set about delivering its
priorities?

The stronger financial position of the Council will
help to support the delivery of its objectives
although it is not yet in a position to quantify
the resources needed to implement its
improvement plans. The financial basis of the
Council has improved again with better
balances, a clear medium term financial strategy
and the work of the star chamber. Delivery
against the current year’s budget looks good and
the budget process for 2005/06 indicates that
the Council is in a good position to meet its
priorities for 2005/06. The Council’s
improvement plan includes some wide ranging
changes which could have very significant
resource implications for the future but it is not
yet in a position to quantify these.
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The Council agreed a new policy together with
Lancashire County Council and the Police
Authority to use the council tax increase income
from those with second homes on initiatives to
achieve the objectives of the Local strategic
Partnership and the Community safety
Partnership. This money has been successfully
used in community projects for example to
improve bus shelters, Lancaster bus station,
projects for young people and projects dealing
with victims of domestic violence. The Council
has also continued its success in obtaining
additional public funding for other initiatives
within the area including £1 million for the
Carnforth Market Town initiative.

Work is ongoing to produce an organisational
and workforce development plan, the
implementation of which will enable the Council
to ensure that it has an adequately resourced
and skilled workforce to enable it to deliver its
objectives for the future. The Plan is expected to
be agreed by the end of March 2005 and will be
a key tool in enabling the Council to achieve the
improvements it wishes for. A reduction in
sickness absence from 14.5 days per fte to 12.5
days has been achieved, a 14 per cent
improvement which whilst missing the target of
10 days is nonetheless significant.

The Council’s approach to procurement is not
yet sufficiently radical to significantly improve
the Council’s capacity to achieve its objectives.
A new procurement strategy has been adopted
by the Council which aims to help support the
Council in achieving its priorities through a
strong strategic approach to procurement. Work
has been ongoing, developing partnering
arrangements, e-procurement, encouragement
of local markets and obtaining savings through a
more strategic approach to various aspects of
the Council’s existing contractual arrangements.
There remains a resistance to market test
services and there is limited evidence of shared
services. Such options are important to
achieving the improved capacity which can be
gained from effective strategic procurement.

IAnnuaI Audit and Inspection Letter — Audit 2003/2004
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The Council has become more focussed in the
way in which it reviews performance although its
approach to performance management is not yet
fully effective. Review of performance at
management team and cabinet level has
improved through the identification of key
performance indicators to achieve a more
focused review of performance whilst the
scrutiny function have used the more detailed
performance information available to challenge
individual services on their performance and to
develop a programme of more detailed reviews.
Work is also ongoing through the
implementation of a new performance
information and management system which will
help the Council develop a clearer picture of how
it can more effectively review performance.
These developments need to be built on to
ensure that the Council has a way of reviewing
whether it is achieving improved outcomes for
the community and to ensure that poor
performance where it exists is effectively
challenged and managed.

The use of risk management as a tool to ensure
that the Council is able to achieve its objectives
remains underdeveloped. The Council has begun
to develop its approach to risk management and
is reducing risks to the Council through for
example, reducing insurance risks relating to
vandalism and accidents. There has been work
on the application of risk management to the
corporate and business plans of the Council but
this is limited and is not yet part of the normal
planning processes of the Council to ensure that
risks of non-delivery are identified early and
action taken where appropriate.

What has the Council achieved/not
achieved to date?

During 2003/04, most of the Council’'s services
showed an improvement within their
performance indicators, with significant
improvements achieved in areas of high priority.
52 per cent of performance indicators showed
improvement, with 36 per cent showing
deterioration and 12 per cent staying the same.
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Improvements include housing where private
sector dwellings made fit, tenant satisfaction
and housing repairs responsiveness all
increased. Various changes have been made
within housing to achieve a more effective
service and to deliver the Council’s strategy for
its own housing stock. Household waste
recycling is a clear priority for the Council and
significant investment has gone into this area
resulting in a 50 per cent increase in recycled
waste and a doubling of the proportion of waste
which is composted. Improvements in the
planning service have also achieved speedier
decision making on planning applications and a
doubling of satisfaction levels. Reductions in
burglary and vehicle crimes in the area were
also noticeable.

Deterioration in performance in 2003/04 was
most noticeable in the area of housing benefits.
Housing benefits was marked for significant
investment in 2004/05 following concerns about
performance in this area and the impact of that
investment is now showing through in the
second quarter of 2004/05 with unaudited data
showing performance moving from bottom
quartile to upper quartile, resulting in much
quicker processing of housing benefit claims.

The Council is not yet able to demonstrate that
it is effectively engaging/understanding the
communities it serves. User satisfaction since
the last surveys in 2001 has reduced for most
services across the Council other than housing
and planning and those satisfied with the
Council overall have reduced from 58 per cent to
48 per cent.

In the light of what it has learnt, what does
the Council plan to do next?

The Council has developed ambitious plans for
improvement of its services and the area.

The Council’'s Access to Services Review has
been recognised by the Cabinet and senior
officers, as a major driver for change which will
lead to the transformation of its services
generally. The commitment to the completion
and implementation of this review is strong and
ensuring the effective involvement by all
relevant staff in its development will be
important in the coming year.

IAnnuaI Audit and Inspection Letter — Audit 2003/2004

Lancaster City Council — Page 5|




Page 6

audit 2003/2004

A masterplan to transform the west end of
Morecambe has been developed following
extensive consultation with the local community
and in partnership with a range of public and
private organisations. Advance commitment to
funding some of this work from English
Partnerships has been obtained and agreement
by all the principal partners is expected in
December. The implementation of this plan
together with the existing plans for the
development of the Midland Hotel in partnership
with the NWDA and Urban Splash aims to
significantly improve the quality of living within
Morecambe. Progress has also been made in the
Lancaster area where contractual arrangements
now exist for the development of Luneside East.

The Council continues to actively pursue learning
through a variety of means including ongoing
work with IDeA and engagement with various
initiatives to share practice across Councils. It
has continued with its management
development programme, although this has only
covered a small number of managers so far, and
has run workshops around change management
and being risk adverse for officers and members
and plans to run more of these.

There are various examples of individual
services sharing good practice internally but as
yet there is no systematic approach to this. A
staff attitude survey is being run for the first
time this year and is planned to be run annually
thereafter which will be a key starting point to
helping the Council to develop and change.

Regeneration and jobs inspection

During 2004 we completed an inspection
following the Council’s best value review of
regeneration and jobs. We have assessed the
Council’s approach to regeneration as fair, with
promising prospects for improvement.

Regeneration can be defined as the revitalisation
of an area for the prosperity and wellbeing of all
who live and work there. The aim of a council’s
regeneration activities therefore should be to
make communities ‘work’ (again) in terms of
economic viability, environmental sustainability
and social cohesion.
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The Council is addressing economic
development. It has won EU and UK funding for
a number of ambitious programmes to
rehabilitate former industrial land for business
and residential use, and companies praise the
energy and helpfulness of its economic
development service.

However, if disadvantaged residents are to
benefit from the economic growth, the council
must address social and environmental aspects
of regeneration as well as economic ones. At
present it is not sufficiently integrating its work
(and the work of partners) in economic
development with that in housing, community
development, skills training and similar subjects.
Its experience so far has been that regeneration
programmes have produced mostly short term
improvements in the prosperity and overall
quality of life of residents in Lancaster district. It
has also had little success in defining and
measuring intended outcomes for residents from
regeneration activity.

The Council is making progress in adopting a
more joined-up approach. In Morecambe, where
for some years deprivation has been
concentrated, managers have learnt from the
disappointing results of previous regeneration
projects; new programmes cover a range of
functions and are more firmly linked to the
communities they serve. There is an
infrastructure of employment advice, training,
social enterprises and improved landscaping
built up by previous initiatives, and recently
announced plans to redevelop major landmarks
will accelerate the process of raising morale.

The Council has experienced substantial growth
in the amount of external funding it attracts for
regeneration, and is actively pursuing strategies
to increase that figure further. It is not updating
its regeneration strategy at the same pace, or
monitoring its processes, such as staff time
absorbed in bidding for and managing projects.

The Council needs to make time from
day-to-day project administration to do more
strategic thinking about regeneration and needs
to consider how to make regeneration
sustainable in the long term.

IAnnuaI Audit and Inspection Letter — Audit 2003/2004
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Progress is now being made on these issues
through the newly created Regeneration Vision
Board. The Board has attracted funding of £200k
from the NWDA and is dominated by private
sector members. Through the activities of the
Board it is expected that an economic
regeneration strategy for the district will be
developed and that additional funding from the
public and private sector will be obtained for the
area.

Best Value Performance Plan and
Performance Information

The Council’s Best Value Performance Plan was
compliant in all significant areas and followed
statutory guidance. We have not made any
statutory recommendations.

Our review of the Best Value performance Plan
also includes testing of the accuracy of
performance information within the plan. The
systems for collecting and reporting on
performance information are in place however
the authority needs to continue to improve the
accuracy of its performance information to
ensure that it represents a sound basis for
decision making.

Earlier in the year two BVPI workshops were
attended by relevant personnel and introduced a
new quality assurance proforma with the
objective of improving the quality of information
supplied and ownership. We identified an
improvement in the quality of information
provided to support some performance
indicators but not all. There was a reduction in
the number of Pls requiring amendment but the
number of qualified Pls remained the same.

Issues included simple calculation errors,
incorrect definitions applied, inadequate working
papers and system inadequacies in extracting
the required data. Of the four indicators that
were qualified two were also qualified in the
previous year, these were:

e adoption of local authority cultural strategy,
due to insufficient information to support the
PI; and

e percentage of responsive repairs, due to
insufficient data recorded to support PI.

ANNUAL AUDIT AND INSPECTION LETTER

The Council should continue to strengthen its
quality assurance arrangements for the
production of performance information. This will
support the reliability and accuracy of reported
Pls throughout the year.

Accounts and governance

We have given your accounts an unqualified
audit opinion. To maintain financial integrity of
the accounts, there is a need to improve the
recording and valuation arrangements for fixed
assets.

Your overall corporate governance arrangements
are satisfactory in most key areas however
further work is required in relation to the
implementation of effective risk management
practices and the monitoring of personal and
prejudicial interests.

Audit of 2003/04 accounts

We gave an unqualified opinion on the Council’s
accounts on the 23 November 2004.

Core processes

The accounts of the council are an essential
means by which Lancaster City Council accounts
for its stewardship of those resources at its
disposal and its financial performance in the use
of those resources. The core process review
examines the controls over the main accounting
system, the effectiveness of budgetary control
procedures and preparations for the production
of the annual accounts. These systems are
fundamental to effective financial control within
the Council, the achievement of financial targets
and the accuracy of the accounting statements.

In overall terms we found the Council’s core
processes to be working satisfactorily, providing
assurance for the completeness and accuracy of
the Council’s financial statements. We have
identified some areas for improvement to
tighten control processes around the main
accounting system.

IAnnuaI Audit and Inspection Letter — Audit 2003/2004
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Financial statements

The Council’s accounts were approved by the
Council’s Audit Committee on 28 July 2004,

(a month earlier than previously). This was one
month in advance of the required approval date
under the Audit and Accounts Regulations 2003.
Under these regulations the approval date for
the 2004/05 accounts is the end of July and is
not expected to cause a problem for the Council.

The most significant matters arising from the
final accounts relate to the recording and
valuation of fixed assets. Whilst some
improvements have been made since last year,
there is still a need to improve the
arrangements for the maintenance of up to date
and accurate asset registers to support the fixed
asset values within the balance sheet.

Report to those with responsibility for
governance in the council

We are required by professional standards to
report to those charged with governance certain
matters before we give an opinion on the
financial statements. Following completion of the
2003/04 final accounts audit there were no
issues that were required to be reported to
members under SAS 610.

Financial standing

The council’s financial position has been
strengthened in 2003/04 and this is continuing
in 2004/05. Improved financial planning
processes have contributed to controlling council
tax increases whilst maintaining a sound
financial base for the Council’s future.

The Council’s growing capital programme
represents some challenges in terms of delivery
and it will be important to ensure there is
sufficient project management capacity available
to deliver the planned programme.

The Council’s overall financial position has been
strengthened in 2003/04 with general fund and
HRA balances both being above the levels which
the council had agreed were the prudent
minimum. The table overleaf summarises the
overall level of balances and reserves.
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Table 1: Level of available balances

Year General Earmarked HRA
Fund Reserves

£000 £000 £000
2000/01 274 1191 1107
2001/02 1312 1393 328
2002/03 1306 1938 553
2003/04 1845 1863 832
Prudent level | 1000 n/a 350

A clear policy has been agreed for the use of
general fund balances where they are available
as one-off ‘invest to save’ initiatives or to phase
the impact of new expenditure over a number of
years.

The 2003/04 budget highlighted that the Council
faced a 20 per cent rise in council tax in
2004/05. Following a review of services through
the newly adopted “Star Chamber” process
together with the normal budgetary processes
the council tax increase was reduced to 6.8 per
cent in the finally agreed budget for 2004/05.

The latest corporate monitoring reports indicate
the spending against the 2004/05 budget is on
target which will support the continuation of a
prudent level of reserves. The Council has a
number of ambitious plans for improvement
over the next few years and a solid financial
base will be helpful to achieving delivery of
those plans.

In addition a medium term financial strategy has
been adopted which provides a clear financial
framework within which the Council can plan its
services over the next two to three years.

The Council’s capital programme is expanding
over the next few years following its success in
obtaining additional grant support for economic
development schemes and sea/river defence
work. In 2003/04 capital expenditure was

£7.9 million, whilst the 2004/05 programme is
over £20 million. The 2003/04 capital
programme was underspent by approximately
£3 million due to delayed starts to major
schemes which will be carried into 2004/05.
Given the growing nature of the capital
programme it will be important to ensure that
there is sufficient project management capacity
available to deliver these major schemes within
the planned time frames.

IAnnuaI Audit and Inspection Letter — Audit 2003/2004
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Currently the Council has chosen not to use the
new freedoms afforded to it, to use unsupported
borrowing to finance capital investment.

Debt recovery

We had previously raised issues regarding the
debt recovery arrangements for the council’s
main categories of income. This year we have
reviewed the council’s current performance on
debt recovery in more detail for its main income
areas and any action taken to improve
performance.

Significant improvements in performance have
been achieved in arrears levels for NNDR, and
sundry debtors together with a smaller
improvement achieved in housing rent and
council tax arrears.

The corporate monitoring reports to
members/management team include factual
information on the current position in relation to
each category of debt however they do not
provide any contextual information to help with
the assessment of whether performance is good,
bad or indifferent.

We have recommended that these monitoring
reports be enhanced to include contextual
information about debt collection to assist with a
more meaningful evaluation of debt collection
performance.

Systems of internal financial
control

Internal Audit continues to be a key and
effective part of the overall arrangements for
ensuring internal financial control. Work is
required to further develop the implementation
of effective risk management practices.

Internal Audit

The service provided by Internal Audit continues
to be a key and effective part of the overall
arrangements for ensuring internal financial
control. In our assessment of Internal Audit we
have found their coverage and quality of work to
be of a good standard. In particular they take a
strong risk based approach to their work to
ensure resources are targeted most effectively.
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Prudential Code

The Local Government Act 2003 received royal
assent in September 2003. One key aspect of
the Act is the introduction of the prudential
regime for capital finance from 1 April 2004.

The prudential code provides the framework for
the self regulation of an authority’s borrowing
and capital investment plans and the financing
and other revenue costs flowing from them.

The authority has taken the initial steps in
setting the required indicators and establishing a
system of control for the new regime. Further
work is ongoing to develop the systems to
ensure effective ongoing monitoring is in place,
risk assessments for individual capital projects
are occurring, option appraisals are developed
and procurement processes are updated.

Statement of internal control

Authorities are required to produce and publish
a statement of internal control in the 2003/04
accounts. The Council have stated within this
statement that they are currently not fully
compliant with the regulations but have detailed
as required the action to be taken to comply in
2004/05. This complies with the transitional
arrangements for 2003/04. The main difficulty in
achieving compliance this year is due to an
underdeveloped risk management approach.

Standards of financial conduct
and the prevention and detection
of fraud and corruption

The council has appropriate policies and
procedures in place to promote high standards
of conduct and to prevent and detect fraud and
corruption. However further improvements are
required in relation to the collation and
monitoring of personal and prejudicial interests.

It is the responsibility of the Council to ensure
that its affairs are managed in accordance with
proper standards of financial conduct and to
prevent and detect fraud and corruption. A
number of good practice areas have previously
been identified however these arrangements are
only effective if they are adhered to by members
and officers. For 2003/04 we focused our work
on the arrangements for registering personal
and prejudicial interests.

IAnnuaI Audit and Inspection Letter — Audit 2003/2004
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A register of pecuniary and prejudicial interests
is maintained for all staff with declarations of
interests sought on an annual basis via service
heads. However whilst this request for
declarations is made, the completion and return
of registers is not monitored. The authority is
currently reviewing it’s procedures for this in the
light of the nation review that is underway for
the update of the existing officer’s Code of
conduct. This should ensure that all registers are
recorded as returned and action should be taken
for any registers that are not returned.

Legality of transactions

The Council’s overall arrangements for ensuring
legality demonstrate most of the expected
practices.

Formal investigations into the Crinkley Bottom
Theme Park are now complete and appropriate
actions have been taken by the Council. As a
result the audits of the accounts for 1994/95 to
2000/01 can now be closed. The audit of the
accounts for 2001/02 to 2003/04 remain open
due to the consideration of the lawfulness of
decisions surrounding granting early retirement
to a former employee.

The Council generally has appropriate
arrangements in place to ensure the legality of
its financial transactions through the review by
relevant officers of ongoing decisions and
actions being taken by the Council and through
the pro-active response to new legislation and
case law which could impact on the Council.

Our previous years’ letters have referred to the
investigations into formal objections raised by
electors to previous years accounts in relation to
Crinkley Bottom Theme Park. Last year’s letter
reported the outcome of that investigation and
the need for us to consider the Council’s
response and actions in respect of the former
Town Clerk with immediate payment of
enhanced pension which the District Auditor had
decided to be unlawful.

The Council has taken in its own legal advice
and has agreed to a different pension provision
for the former Town Clerk. The District Auditor
has now concluded his work in this respect. As a
result of the resolution of this issue the audits of
the accounts for the years 1994/95 to 2000/01
have now been closed.
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The Council is currently considering the
lawfulness of decisions surrounding the granting
of early retirement to another former employee.
Until this matter is resolved the audits for the
years 2001/02 to 2003/04 will remain open.

e
Other work

Grant claims

In accordance with Strategic Regulation, the
Audit Commission has adopted a more risk
based approach to the certification of grant
claims. With effect from 2003/2004 the smaller
claims have not been subject to audit or have
received a lighter touch. The approach to larger
claims has been determined by risk and the
adequacy of the Council’s control environment.

The Council’s arrangements for managing and
quality assuring grant claims submitted for audit
has improved in recent years and we are
pleased to report that no major issues have
been raised.

The new approach taken to certification
particularly given the good control environment
which exists for most claims in Lancaster City is
resulting in a reduced fee of approximately
£11,000.

National Fraud Initiative

The Council took part in the Audit Commission’s
national fraud initiative (NFI) 2002/03. The NFI,
which is undertaken every two years, brings
together data from local authorities, NHS bodies,
government departments and other agencies, to
detect a wide range of frauds against the public
sector. Total savings from the 2002/03 exercise
exceeded £83 million of which £36,118 savings
were identified at Lancaster City.

IAnnuaI Audit and Inspection Letter — Audit 2003/2004
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audit 2003/2004

The Commission are repeating the exercise this
year and will again collect payroll, pensions,
housing benefits, student loan and housing rents
data from Authorities. Alongside the core
exercise a number of pilot initiatives are being
undertaken at selected sites. These are focused
on risk areas that were highlighted by
Authorities and include payments made to
privately run care homes, abuse of blue badge
parking permits, serial insurance claimants and
duplicate payments to suppliers. These pilot
areas, if they prove effective, will be
incorporated into future NFI exercises.

Looking forward

Future audit and inspection work

We have an agreed plan for 2004/05 and we
have reported in this letter those aspects that
have already been completed. The remaining
elements of that plan, including our audit of the
2004/05 accounts, will be reported in next
year’s Annual Letter.

We will seek to ensure, wherever possible, that
our work relates to the improvement priorities of
the council when planning our programme of
work for 2005/06. We will seek to reconsider,
with you, your improvement priorities in the
light of the CPA assessment and your own
analysis, and develop an agreed programme by
31 March 2005.

Revision to the Code of Audit
Practice

The Audit Commission has consulted on a
revised Code of Audit Practice for application to
the audit of the 2005/06 accounts. The new
Code, which will be laid before Parliament in
January 2005, is designed to secure:

e a more streamlined audit, which is
proportionate to risk and targeted on areas
where auditors have most to contribute to
improvement;

e a stronger emphasis on value for money,
focussing on corporate performance and
financial management arrangements (rather
than individual services and functions); and

ANNUAL AUDIT AND INSPECTION LETTER

e Dbetter and clearer reporting of the results of
audits.

Further details will be provided in the Audit and
Inspection Plan 2005/06.

Closing remarks

This letter has been discussed and agreed with
the Chief Executive and other senior officers. A
copy of the letter will be presented to the next
meeting of the Audit Committee.

The council has taken a positive and
constructive approach to our audit and
inspection | would like to take this opportunity
to express my appreciation for the council’s
assistance and

co-operation.

Availability of this letter

This letter will be published on the Audit
Commission’s website at
www.audit-commission.gov.uk, and also on the
council’s website.

Mike Thomas
District Auditor
Relationship Manager

December 2004

IAnnuaI Audit and Inspection Letter — Audit 2003/2004
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aUdit 2003/2004 ANNUAL AUDIT AND INSPECTION LETTER

Status of our reports to the
council

Our annual audit and inspection letter is
prepared in the context of the Statement of
Responsibilities of Auditors and Audited Bodies
issued by the Audit Commission. Annual audit
and inspection letters are prepared by
relationship managers and appointed auditors
and addressed to members and officers. They
are prepared for the sole use of the audited
and inspected body, and no responsibility is
taken by the Audit Commission or its
appointed auditors to any member or officer in
their individual capacity, or to any third party.

IAnnuaI Audit and Inspection Letter — Audit 2003/2004 Lancaster City Council — Page 12|
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APPENDIX 1

Audit & inspection reports issued

Report issucd

Audit plan March 2004
Regeneration and jobs inspection April 2004
Draft interim regularity report August 2004
SAS 610 letter November 2004
Draft Final Accounts report January 2005
Draft Best Value Performance Plan and December 2004

performance indicators report

IAnnuaI Audit and Inspection Letter — Audit 2003/2004 Lancaster City Council — Page 13
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APPENDIX 2

Scope of audit and inspection

Audit

Our main objective as your appointed auditor is to plan and carry out an audit that meets the
requirements of the Code of Audit Practice. We adopt a risk-based approach to planning our audit,

and our audit work has focused on your significant financial and operational risks that are relevant
to our audit responsibilities.

Central to our audit are your corporate governance arrangements. Our audit is then structured
around the three elements of our responsibilities as set out in the Code and shown in Exhibit 1.

The three main elements of our audit objectives

Corporate

governance

Accounts

° Opinion.

Financial aspects of corporate governance
° Financial standing.
° Systems of internal financial control.

° Standards of financial conduct & the prevention and detection of fraud and corruption.

° Legality of transactions.

Performance management
° Use of resources.
° Performance information.

o Best Value Performance Plan.

|Annua| Audit and Inspection Letter — Audit 2003/2004 Lancaster City Council — Page 14|
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audit 2003/2004 APPENDICES

Inspection

Inspection work is based around section 10 of the Local Government Act 1999, which requires us
to carry out inspections and deliver reports that will:

° enable the Council and the public to judge whether best value is being delivered;
o enable the Council to assess how well it is doing;
° enable the Government to assess how well its policies are being implemented; and

° Identify failing services where remedial action may be necessary.

The Audit Commission has circulated to all audited bodies a statement that summarises the key
responsibilities of auditors. Our audit has been conducted in accordance with the principles set out in
that statement. What we say about the results of our audit should be viewed in the context of that
more formal background.

IAnnuaI Audit and Inspection Letter — Audit 2003/2004 Lancaster City Council — Page 15
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APPENDICES

Audit and inspection fee

Audit fee update

APPENDIX 3

Audit area Plan 2003704 Actual 2003704
£ £

Accounts

Financial aspects of corporate governance
Performance

TOTAL CODE OF AUDIT PRACTICE FEE

Additional code work related to legality issues
for previous years

Grant Claim certification

Additional Voluntary work (under Section 35)

27,880
22,970
36,330
87,180

47,000

*grant claim fee is an estimate since this work is not yet complete

Inspection fee update

27,880
22,970
36,330
87,180
132,100

36,000*

The full year inspection fee is £14,000. The work reported in this audit and inspection letter has
been funded by an element of the fee covering 2003/04 and by an element of the fee covering
2004/05. In both years the actual fee will be in line with that planned.

IAnnuaI Audit and Inspection Letter — Audit 2003/2004
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Meeting of: AUDIT COMMITTEE

Date: 26TH JANUARY 2005
Report of: HEAD OF LEGAL SERVICES
Reference: HLS

Title: LICENSING OF HIGHWAY AMENITIES — AMENDMENT OF TERMS OF
REFERENCE OF LICENSING REGULATORY COMMITTEE

PUBLIC/EXEMPT ITEM
This item is for consideration in the public part of the meeting.
PURPOSE OF THE REPORT

To enable the Committee to recommend Council to amend the terms of reference of the
Licensing Regulatory Committee following the making of Regulations which provide that the
licensing of highway amenities is not to be a function of the Executive.

RECOMMENDATIONS

That the Committee recommends full Council to amend the terms of reference of the
Licensing Regulatory Committee in the Constitution to include the granting of
permissions under Section 115E and the publication of Notices under Section 115G of
the Highways Act 1980.

REPORT

Under Section 115E of the Highways Act 1980, a Council may grant permission for the
provision of services, amenities, recreation and refreshment facilities on pedestrianised
areas of highway.

The powers have been used for the licensing of street cafes, to enable premises fronting on
pedestrianised areas to have tables and chairs outside the premises for their customers.

The licences have been issued by Engineering Services, following guidelines issued by the
Lancashire County Council as highway authority. The legislation contains various
requirements for applications to be advertised and for any representations to be considered.

As Members will be aware, under the Local Government Act 2000, the functions of the
Council are deemed to be functions of the executive or Cabinet, unless legislation or
Regulations provide otherwise. As there were no Regulations to the contrary, the granting of
permissions or licences under Section 115E of the Highways Act 1980 was an executive
function. This appeared to be an anomaly, because, as Members will be aware, most
licensing functions are specifically stated not to be executive functions, and are therefore
within the terms of reference of the Licensing Regulatory Committee.

The government has now made Regulations to rectify the anomaly. The Local Authorities
(Functions and Responsibilities) (Amendment No. 3) (England) Regulations 2004 amend the
previous Functions and Responsibilities Regulations, and provide that, with effect from the
23rd November 2004, the power to grant permissions under Section 115E and ancillary
provisions with regard to the publication of notices are not to be functions of the executive.
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Accordingly, so that the Council’'s Constitution is consistent with these Regulations, the
Committee is requested to recommend that the terms of reference of the Licensing
Regulatory Committee be amended to include the grant of permissions under Section 115E
of the Highways Act 1980, and the publication of notices under Section 115G of the Act.
FINANCIAL IMPLICATIONS

This change to the terms of reference of the Licensing Regulatory Committee would have no
financial implications for the Council.

LEGAL IMPLICATIONS

The report has been prepared by the Head of Legal Services.

COMMUNITY SAFETY IMPLICATIONS

None

HUMAN RIGHTS ACT IMPLICATIONS

None

RACIAL EQUALITY AND EQUAL OPPORTUNITIES IMPLICATIONS

None

SUSTAINABILITY IMPLICATIONS

None

MONITORING OFFICER’S COMMENTS

The Monitoring Officer has been consulted and has no further comments to add.
SECTION 151 OFFICER’S COMMENTS

The Section 151 Officer has been consulted and has no further comments to add.
BACKGROUND PAPERS

None
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Meeting of: AUDIT COMMITTEE

Date:

26 JANUARY 2005

Report of: HEAD OF FINANCIAL SERVICES

Reference: aud/audcom/260105/partnership framework & CPR

Title:

FRAMEWORK FOR PARTNERSHIP WORKING & REVISED CONTRACT
PROCEDURE RULES

PUBLIC/EXEMPT ITEM

This item is for consideration in the public part of the meeting.

PURPOSE OF THE REPORT

To inform Members of the development and implementation of a Framework for Partnership
Working and the Procurement Through Partnering Guidelines, and to recommend that the
Revised Contract Procedure Rules be submitted to Council for adoption.

RECOMMENDATIONS

1.

That the Framework for Partnership Working and the Procurement through Partnering
Guidelines in support of the Council’'s Procurement Strategy be noted.

That the Audit Committee recommends that full Council adopts the Contract Procedure
Rules, as amended, set out in this report.

That the Committee recommends to Council that all future amendments to the
Constitutions Financial Regs/Contract Procedure Rules are delegated to the Audit Committee.

REPORT

1.

1.1

1.2

FRAMEWORK FOR PARTNERSHIP WORKING AND PROCUREMENT THROUGH
PARTNERING GUIDELINES

In line with the National Procurement Strategy for Local Government, the Council's
Procurement Strategy set a target date of December 2004 for the Council to set out its
approach to partnering in service delivery and in construction projects. This target was
successfully achieved through the introduction of the Council's Framework for
Partnership Working and the Procurement through Partnering Guidelines in November
2004. Both documents are available on the Procurement pages of the Council’s
Intranet and website.

The documents were developed by the Procurement Strategy Group in support of the
Council’'s Procurement Strategy and set out clear guidance on how the Council will
meet the strategic objective of delivering better services to citizens through the
creation of sustainable partnerships between the Council and suppliers in the public,
private and voluntary sectors for the delivery of services and the carrying out of major
projects, including construction.
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The Framework for Partnership Working supports the Council’s strong commitment to
partnership working through the Community Strategy and related objectives in the
Council’'s Corporate Plan and demonstrates how this will be achieved through working
in partnership.

Specifically, the Framework defines what are considered to be the main policy drivers,
types of partnership and service delivery models that will be subject to the framework
and explains the main reasons for entering into a partnership. It also sets out the
essential elements and features in setting up and sustaining a successful partnership
arrangement in checklist form and incorporates a Partnership Assessment Tool aimed
at providing a simple, quick and cost effective way of assessing the effectiveness of
partnership working.

The Procurement through Partnering Guidelines provides more detailed guidance on
partnering in construction based on the Governments Rethinking Construction
principles. This form of partnering is one of the more advanced contract management
techniques and the guide sets out the partnering process and principles to achieve
enhanced contract performance and improved customer service. The Council
currently has several partnering arrangements in place with private sector constructors
for high value/high risk projects that have been procured on a best value for money
basis.

REVISED CONTRACT PROCEDURE RULES

Developments in best value procurement and partnership arrangements have
required the revision of the Council’s Contract Procedure Rules. The draft Contract
Procedure Rules attached to this report set out, in much more detail than has
previously been the case, officer responsibilities and accountabilities when procuring
works, goods or services on behalf of the Council to ensure the highest standards of
integrity and fairness and consistency in all its procurement activity.

Officers (referred to as Responsible Spending Officers) delegated authority in relation
to procurements is set out in the revised Contract Procedure Rules taking into
account the Key Decision process in relation to an executive function that is likely to
result in revenue or capital expenditure exceeding £50,000, referred to as High Value
Procurements in the Contract Procedure Rules. This represents a significant
increase from the previous threshold for procurements subject to competitive tender
of £20,000, but is considered to be a more realistic value, and has given the
opportunity to increase the financial thresholds for both low value and intermediate
procurements to up to £10,000 and £10,000 - £50,000 respectively.

In addition the Contract Procedure Rules provide more detailed guidance on
procurements subject to the EU’s Public Procurement Regulations, including
Appendices setting out current financial thresholds and timescales for the receipt of
tenders under each of EU Procurement Directives. Further information is also
provided on tendering procedures and the requirements for procedures relating to
‘Pre-Tender Market Research and Consultation, Invitation to Tender and Post Tender
Negotiation, for example. Throughout the document footnotes provide explanations
of various legal and technical terms; refer to supporting contract user guidance and
policy documents available on the Council’s Intranet, and identify where further
support/advice can be obtained.

As more projects are procured on the basis of award criteria aimed at identifying the
supplier capable of providing best value for money (rather than simply lowest price)
taking into account quality aspects of the procurement and partnering arrangements,
it is considered necessary to amend the Chief Executive’s delegated responsibility for
the award of contracts.
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25 The current Scheme of Delegation does not allow the Chief Executive to accept other
than the lowest priced tenders and as such the Contract Procedure Rules have been
amended so that the Chief Executive may award contracts on behalf of the Council to
the supplier submitting the most economically advantageous tender provided it does
not exceed the approved budget provision identified in the business case for the
procurement. As is the case currently the decision to award a contract where the
tender sum exceeds the approved budget provision will be made by Cabinet.

2.6 The revised Contract Procedure Rules also support, and make reference to the
Council’'s Procurement Strategy, particularly in relation to the need for a Corporate
Procurement Plan setting out the Council’s proposed projects for the next three
financial years and the need for officers to establish a business case for the
procurement and to consider the most appropriate procurement method. Under this
section of the Contract Procedure Rules basic information is given on the types of
procurement that may be considered, including Framework Agreements, joint
procurement (collaboration) with other local Authorities and/or public bodies,
partnering for construction projects and e-Procurement solutions.

CONCLUSIONS

3.1 The Framework for Partnership Working and the Procurement through Partnering
Guidelines have been implemented in support of the Council’'s Procurement Strategy
approved by Cabinet on 03 August 2004. Members of the Audit Committee are
requested to note that these documents have been developed and placed on the
Council’'s Intranet and website as best practice guides and to provide information to
potential partners of the Council’s adopted arrangements for working in partnership.

3.2 It is the responsibility of Council in accordance with Part 3 § 1 of the Council's
Constitution to adopt any proposed changes to the Contract Procedure Rules and,
subject to the comments of Audit Committee, the Contract Procedure Rules, as
amended should be recommended to full Council for adoption.

3.3 Compliance with these documents will be reviewed by Internal Audit in line with
arrangements being made for the future assessment of the Council’s internal control
and corporate governance arrangements in accordance with the Accounts and Audit
Regulations 2003.

FINANCIAL IMPLICATIONS

There is no direct financial implication as a result of this report. The documents strengthen

the Council’s commitment to partnership working and achieving best value for money.

LEGAL IMPLICATIONS

Legal Services have been consulted and have contributed to the drafting the revised

Contract Procedure Rules.

RACIAL EQUALITY, EQUAL OPPORTUNITIES AND SUSTAINABILITY IMPLICATIONS

The proposed revised Contract Procedure Rules raises awareness of the Council's
obligations in relation to racial equality, equal opportunities and sustainability matters when
carrying out procurement.

MONITORING OFFICER'S COMMENTS

The Monitoring Officer has been consulted and his comments reflected in the report.
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SECTION 151 OFFICER’'S COMMENTS

The Section 151 Officer has been consulted and her comments are included in the report

BACKGROUND PAPERS

Council’'s Procurement Strategy
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FRAMEWORK FOR PARTNERSHIP WORKING

Introduction

Working in partnership with other organisations to deliver both individual and
jointly agreed outcomes is now a core requirement in delivering effective
public services. Due to recent legislation and other policy initiatives local
authorities are increasingly expected to initiate, lead and engage in
partnership working.

Partnerships are considered to be a more effective way to tackle highly
resistant and complex problems. A partnership approach ensures co-
ordinated action by agencies across a range of service and policy areas.

Partnerships also ensure that businesses, the voluntary sector and the
community get involved, thus enabling them to identify problems and root
causes, contribute their unique skills and perspectives, and play a part in
developing consensus and ownership. It can also be a more efficient and
effective use of scarce resources.

Purpose of the Framework for Partnership Working

The purpose of this framework is to provide a checklist for officers of
Lancaster City Council who are considering involving the Council in either a
partnership body or a partnering contract.

Every partnership body and partnering contract will have its own
characteristics and it is not possible to cover every eventuality. The general
information set out below, and use of the relevant checklist should, however,
provide a good basis for serving to make the partnership work and to
achieving the benefits of working in partnership.

Partnership Working and the Council's Corporate Plan

The Corporate Plan for 2004/05 is aligned with the Lancaster District
Community Strategy - A Vision for the Year 2020 and sets the Council's
ambition of: 'A vibrant district recognised for its high and sustainable
guality of life, arising from social well-being, care for our environment
and economic opportunity".

The Council has demonstrated its strong commitment to partnership working
by adopting the ten themes of its Community Strategy as its Strategic
Objectives in the Corporate Plan, and the Council believes that effective
partnership working has a key role to play in the achievement of these
objectives. This fundamental commitment is underpinned by the Council's
core values, and in particular the core values relating to Community
Leadership and Partnership and Improving Services which state:

e Community Leadership and Partnership - 'We will bring the
community together to deal with the major issues facing our District
and work with our Partners to deliver real improvement’

Framework for Partnership Working Page 1 of 8
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e Improving Services - 'We're committed to finding the best way to
provide the services that meet our needs'

The Council's Corporate Plan clearly identifies the importance of partnership
working in achieving objectives across a wide range of areas of work and it is
important that we understand how effective these arrangements are. With this
in mind the Council has recently embarked on a phased programme of
reviews, using a Partnership Assessment Tool, aimed at assessing the
effectiveness of individual partnerships in contributing to the achievement of
the Council's Strategic objectives.

The Partnership Assessment Tool has been designed explicitly as a
development tool aimed at providing a simple, quick and cost-effective way of
assessing the effectiveness of partnership working. As such it provides a
practical way of:

e Helping newly formed partnerships to explore the views and aspirations of
those embarking on a new venture. It provides a developmental
framework for establishing a healthy and effective partnership by,
amongst other things, highlighting what to avoid.

e Helping established partnerships take stock on a routine basis of how
effective their process of partnership working is (i.e. provides an
opportunity for a routine audit or health check)

e Helping partnerships which are experiencing difficulties to identify
systematically areas of conflict (and consensus) and to move towards a
remedial action plan. In such instances the value of the tool is diagnostic.

What is a Partnership Arrangement?

There is no authoritative definition of partnership arrangements in this context
but the Council has adopted the following general definition of partnership
working: 'Those agreed methods of working together as an integrated and co-
ordinated team to achieve common objectives and shared benefits.’

The following are considered to be the main policy drivers and types of
partnership that will be subject to this framework:

e Local Government Modernisation

Local authorities need to help ensure the 'social, economic and
environmental well-being of the area' by developing local Community
Strategies through a strategic partnership with other public sector service
providers and the private and community and voluntary sector on a multi-
agency basis. The Council strives to achieve this through the Lancaster
District Strategic Partnership (LSP) which was formed in 2001 following
publication of the DTLR consultation paper on LSP's in October 2000.

Neighbourhood renewal is developed through community strategies and
involves ward or neighbourhood level partnerships such as the Poulton
Neighbourhood Management Board set up in 2002, overseeing a seven-
year programme for the renewal of the Poulton Area.

Framework for Partnership Working Page 2 of 8
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e Partnerships between different parts of the Council or between
County and district tiers

The increasing emphasis on cross-cutting approach in national, regional
and local policy calls for greater corporate 'joining up'. Key links between
Council Services include those between the Community Safety
Partnership and Engineering and Leisure Services, and between Council
Housing and Social Services. Initiatives such as the LSP and the
Community Safety Partnership (set up under the legislative framework of
the Crime and Disorder Act) also require greater joint working between
county and district councils.

Section 101 of the Local Government Act 1972 provides for two or more
local authorities wishing to undertake joint activities to set up a joint
committee. An example of this would be the setting up of a joint
committee for purchasing across more than one Council area. The
Council has carried out joint working with Barrow-in-Furness and South
Lakeland District Councils.

e Local Partnerships focused on key objectives and strategies

Government departments have initiated a range of partnership-based
policy initiatives, requiring local partnerships to be developed around
specific objectives and areas of service delivery. Some of these are
statutory and include local partnerships such as the Local Agenda 21
Partnership formed in November 2001, and closer working with health
bodies through, for example, the Council's partnership with the
Morecambe Bay Primary Care and Acute Hospitals Trusts.

e Funding-led partnerships

Many funders require partnerships to be established in order to administer
and oversee the spending of project funds. Such funding includes Single
Regeneration Budget and European funding for an Economic
Development Zone (EDZ) being overseen by the Lancaster District
Regeneration Partnership and the Carnforth and Area Regeneration
Partnership.

e Regional partnerships

The regional agenda places a new emphasis on the regional tier of
partnership working. Partnerships at this geographical level often deal
with economic development and regeneration issues. At this level the
Council works with the Lancashire West Partnership, Regional
Development Agencies and Regional Government Offices, amongst
others.

e National partnerships

Local Authorities can get involved in national debate and decision-making
through developing links with national local government organisations,
such as the Local Government Association (LGA); through work with other
national organisations, and directly with Government working groups and
programmes.

Framework for Partnership Working Page 3 of 8
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Charities and Trusts

Increasingly, local authorities have been setting up bodies with charitable
status to provide services that had previously been provided directly by
the local authority, in areas such as housing, leisure and social services.

Companies

Sometimes it can be advantageous for Councils to be involved in setting
up companies for specific purposes. Such partnerships become a body
corporate in their own right having their own legal status. These can be
companies limited by shares or guarantee, where the partner's liability for
any company debt is limited to the guarantee they made when the
company was formed - normally a notional amount. They are usually not-
for-profit bodies with income being ploughed back into the partnership
activities. They can enter into contracts on their own, buy and sell assets,
sue and be sued and distribute assets on dissolution.

Such partnerships are regulated by the Companies Act 1985, although
similar arrangements can be made using Industrial and Provident
Societies, which would be a company under the control of the Registrar of
Friendly Societies and therefore outside mainstream Company Law.

Partnering Contracts

Partnering is one of the more advanced contract management techniques,
which embraces joint management process measurement and
improvement tools to achieve enhanced contract performance and
improved customer service.

One of the important elements of partnering is that partners share the
benefits and the risks in an agreed and quantifiable manner. For
example, cost savings could be shared, as could profit, and both parties
will share common objectives focused on achieving the desired outcome,
and will have equal access to, and openly share, information and
knowledge.

Through 'Re-thinking Construction' (the Egan Report) Government are
keen for local authorities to explore new ways of working and part of that
agenda is to avoid the adversarial nature of some contracts through
working in partnership with the private sector. More detailed guidance on
partnering as a contracting activity is provided in the 'Procurement through
Partnering Guidelines’

The types of partnership outlined above, whist not exhaustive, cover the main
areas of partnership working, although it should be noted that other
collaborative working is promoted by the Council as a necessary and
beneficial element of providing efficient and effective services. In addition, the
Council actively supports town and parish councils that are working towards
achieving Quality Parish Council status.

Framework for Partnership Working Page 4 of 8
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Why enter into a Partnership?

Partnerships play a key role in the delivery of community strategies and in
helping to promote and improve the well being of the Lancaster district. The
Council will continue to deliver services, but recognises its distinctive
leadership role in bringing together the contributions of its various
stakeholders, including public sector agencies; private companies; community
groups and voluntary organisations. Partnership working helps the Council to
deliver a shared vision of services based on user wishes.

The main reasons for entering into a partnership are:
e Co-ordination

Systematic and regular communication between partners helps to avoid
duplicating each other's work or inadvertently working against each other.
It also helps partners find new ways to share risk and benefits and allows
agencies to plan further ahead more confidently.

e Creating more for less

By pooling resources partners can achieve economies of scale and look at
ways of accessing additional resources.

e Tackling complex problems

By bringing a broader range of perspectives, knowledge, information,
strengths and skills to bear partners can provide new and better ways of
delivering services and implementing actions to tackle complex or multi-
dimensional problems.

e Building Consensus

Partners can work together to find mutually acceptable solutions and
proposals, thereby building relationships and developing joint ownership
and commitment. Partners can also deal with differences of interest
within a partnership in a co-ordinated and constructive way, rather than
working against each other outside of one.

What is involved in setting up a partnership arrangement?
Council’s Interests

In developing any partnership body or partnering contract, it is necessary to
fulfil the following two basic requirements: -

e ensure that the essential elements of local governance, accountability and
transparency are maintained within the proposed new arrangements for
service delivery, and;

e that any risks associated with the proposed new arrangement for service
delivery have been assessed and procedures put in place to effectively
manage those risks.
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Partner Relationships

A partnership body and/or a partnering contract will involve a relationship
between parties which is designed to serve shared objectives based on: -

e a shared understanding of those objectives, and the aspirations of the
parties;

e anon-confrontational relationship based on trust and openness, but
nevertheless the need for formal arrangements to be established;

e arecognition of the diverse skills and expertise of the parties facilitating
development and innovation;

e arecognition of the need to share the benefits resulting from joint working;
e a sharing of information; and

e the need to work closely towards the resolution of disputes that may arise,
to avoid wherever possible recourse to more formal procedures.

Legal and Financial Relationships

Partnership bodies and partnering contracts involve complex legal and
financial relationships. Itis, therefore, essential that the Head of Legal
Services and the Head of Financial Services are contacted at the outset
whenever consideration is being given to involving the Council in either of
these types of relationship.

Advice and support on effective controls to ensure that resources are not
wasted and on the key elements for funding and managing the project will be
provided by the Head of Financial Services and the Head of Legal Services.
This may include:

e ascheme appraisal for financial viability in the current and future years, in
line with the Council's Financial Strategy;

e risk appraisal and risk management;

e resourcing implications and taxation issues;

e audit, security and control requirements;

e budgetary and accounting arrangements;

e insurance and procurement issues;

e application of Contract Procedure Rules and Financial Regulations;

e consideration of potential liabilities that could be imposed on the Council;

e arrangements for reporting partnership issues to Members and for
consulting with current and potential partners.

Framework for Partnership Working Page 6 of 8
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Other Professional/Specialist Advice

Depending upon the particular partnership arrangements being entered into, it
will be advisable to involve other relevant professionals/specialists. The
officer instigating the partnership arrangement should, at the earliest
opportunity and in discussion with colleagues throughout the Council, identify
what other professional/specialist advice, such as advice from Personnel
Services, needs to be taken and make the necessary arrangements.

Cabinet Approval

A report should be presented to Cabinet for approval for the partnership
arrangement to be entered into. The report should take into account the
professional/specialist advice, as referred to above, and set out the aims and
objectives of the partnership. The report should also, nominate the Council's
lead officer in respect of the partnership and set out the arrangements and
frequency for reporting to Members on the performance of the partnership
against its stated objectives. In this respect, annual reporting of the
partnership's activities should be regarded as the minimum frequency.

Where any partnership arrangements are entered into, actions should also be
taken to ensure that all partner organisations, including the Council, sign up to
an agreed Protocol for Communication and the Sharing of Information.

Scrutinising the appropriate Partnership Body or Partnering checklist
together with any other relevant individual circumstances should allow these
requirements to be fulfilled.

What are the key features of a successful partnership?

Effective partnerships can make all the difference but can be time and
resource intensive, and without a clear focus resources can be spread too
thinly and their impact dissipated. Government exceptions are high and there
needs to be a continuing drive for efficiency and effectiveness in partnership
working.

The key features of a successful partnership, as set out in the Partnership
Assessment Tool, are:

Action Focused
e Shared values and agreed long-term vision of what it wants to achieve
o Effective use of input and feedback from local community and businesses

e Makes a positive impact, adding value and ensuring it is not working in
isolation

Efficient organisation

e Structure is conducive to decision-making with members reflecting the
views of the agencies they represent

e Resources matched to aims, objectives and plans

o Effective administrative support and communications

Framework for Partnership Working Page 7 of 8
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Inclusive Approach
e Membership reflects the purpose of the partnership

o Ensures that all partners have the capacity and commitment to be fully
engaged in the partnership

e Works democratically with accountability to stakeholders and decisions
open to scrutiny

Commitment to learn and develop

e Learns from best practice, stakeholders and consultations

e Makes use of a range of skills and expertise of partnership members
e Adapts to a changing environment

Effective performance management

e Process includes clear milestones, outcomes, performance indicators and
delivery dates

e Partners deliver what they have signed up to and share information to
support planning and management

o Partners resources used effectively to meet the aims of the partnership

The partnership will need to develop an action plan that clearly sets out
actions, responsibilities of individual partners and timeframes. This plan
should not be rushed, but should be developed promptly after the goals and
objectives of the partnership have been agreed, otherwise there will be a risk
of delays and confusion arising. The partnership should manage and monitor
the action plan and address delays and problems as a team, reviewing the
plan as appropriate.

Framework for Partnership Working
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Partnership Body Checklist

Name of Partnership:

Partners:

Commencement date and
intended duration:

Purpose of partnership:

‘ Control

Commentary
Refer to supporting documentation

1 About the partnership

Capability

1.1 | Is there a business case which:-

e Defines clear service objectives and an agreed
and achievable long-term vision?
e Analyses the risk?

1.2 | Is there measurable added value to be gained
through partnership working? What benefits will be
achieved for, the City Council, Partners and Citizens?

1.3 | Have the resource implications for the Council in
terms of manpower and finance been identified as
available?

1.4 | Has an assessment been made of the required
linkages between partnership objectives and
priorities and those of the Council?

Partners

15 Is the Membership both representative of the views
of the organisations they represent (ensure
appropriate seniority of commitment and
engagement), and appropriate for the agreed
purpose and objectives?

1.6 Is there widespread ownership within the partner
organisations and have potential barriers to
success for any given partnership been identified?

1.7 Have full contact details of partner organisations
and their representatives been obtained?

1.8 Has a clear framework for partner responsibilities
and accountabilities, including Council officers and
Members been established?

1.9 Has an assessment been made to ensure that the
partners have the skills, capacity and commitment
to be fully engaged in the partnership?

1.10 | Have the contributions to be made by partners (e.g.
financial, manpower, or contribution in kind) been
established and agreed?

1.11 | On what terms will contributions be made and on
what basis will they be valued?

Page 1 of 8
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Commentary

Control

Refer to supporting documentation

1 About the partnership (continued)

Funding of the Partnership

1.12 | In addition to partner contributions will the
partnership require finance, capital and/or revenue,
to deliver its aims and objectives?

1.13 | If so, on what terms is any funding to be made
available, e.g. how will the contribution be shared
amongst the partners and how will it be adjusted for
inflation?

1.14 | Have all cost been included and apportioned
accordingly? E.g.
e Administration & management costs;

e Cost of support Services i.e. Finance &
Personnel;

e Premises costs and use of other assets;
e Insurance costs;

e Sick pay of employees when partners are
contributing staff time;

e Potential liabilities e.g. cost implications where
a partner withdraws from the arrangement or
reduces their contribution

1.15 | Is any third party funding required? If so, who is the
funder, what is the amount required and on what
terms and conditions will it be made available?

1.16 | Should the partnership receive grant income have
partners agreed that they will comply with the
specified requirements and will provide the
information required?

Risk

1.17 | Have the potential risks associated with the
partnership been considered, evaluated and placed
where they can best be managed?

1.18 | Is there an effective system for identifying control
and risk management issues, which considers:

e What is the probability of a risk materialising —
high, medium or low?

e What would be the impact — high, medium or
low?

e How can the risk be minimised, managed or
mitigated?

Risks with a high probability and high impact

demand most attention.

1.19 | Are there effective risk assessment and transfer,
insurance and exit arrangements?

Page 2 of 8



Page 35

Control

Constitution

Commentary
Refer to supporting documentation

21

Is there a written constitution?

2.2

Does it define membership of the partnership and
who will be Chair and Vice-Chair?

2.3

Does it cover such issues as:

e How meetings will be conducted e.g. where
meetings will take place, frequency, notice and
quorum?

e The recording and distribution of agendas and
minutes? Who will provide this role?

2.4

Does it identify:

e The voting entitlement of representatives at
partnership meetings?

e How any conflict between the interests of a
partner representative and a matter being
considered by the board must be declared?

e The resolution of conflict between partners?

e How changes to the Constitution will be
approved?

e Each partner’s responsibility in terms of
Financial liability (i.e. is it limited/shared)?

e Who owns any assets and balances resulting
from the partnership?

e Exit clauses and a mechanism for other
variations to the agreement?

Governance

3.1

Will a separate corporate governance framework be
established or will an existing framework be
adopted?

3.2

Does the partnership have defined clear service
objectives and an agreed and achievable long-term
vision?

3.3

Will the partnership have effective support and
administration arrangements?

3.4

Is there an effective system and processes for
holding the partnership to account?

3.5

In what way is the partnership accountable to its
stakeholders?

3.6

What is the role of Lancaster City Council in the
partnership?

3.7

Are there effective mechanisms for reporting back
from the partnership?

3.8

What arrangements ensure that partnership works
democratically and are processes and decisions
open to scrutiny and challenge?

Page 3 of 8




Page 36

Control

Governance (continued)

Commentary
Refer to supporting documentation

3.9

Is the overall purpose known and understood
outside the partnership?

3.10

3.11

Are the aims and objectives clear and agreed by
relevant leading Councillors/Cabinet?

Is there an agreed process for decision-making?
To which statutory and voluntary bodies is the
partnership accountable?

3.12

Are there effective systems and processes to
ensure fairness in the conduct of the partnership
and to build up trust between partners?

3.13

Is there a process to receive feedback to and from
partner organisations?

3.14

What are the operational partnership
arrangements? Are they clear and concise, time
limited and task orientated?

3.15

Is there a process for self-assessment, which
measures partnership development and not purely
easily quantifiable performance information?

3.16

What is the impact of the partnership on the Council
as a whole? (i.e. sense of leadership)

3.17

Does the partnership arrangement recognise that
Councillors have a unique role, and consider what
they can bring to each partnership? This could
include:

e Democratic public accountability:

e As representative of the community;

e Responsibility for key local services;

e Overall strategic knowledge and understanding;
e Link to local communities and neighbourhoods;
e As avoice for the socially excluded;

e Personal skills, commitment and dedication.

3.18

Consider the most effective process for Member
scrutiny of the partnership. This could be:

e Scrutinising the performance of partnerships
through the overview and scrutiny function, or;

e A Cabinet Member/Officer reviewing
partnership performance and the Scrutiny
committee taking an overview of the
effectiveness of the process

3.19

Is there a process for effective and timely reporting
back on partnership working to Council Members?

3.20

How does the partnership contribute to the priorities
outlined in the Lancaster District Community
Strategy and the Corporate Plan?
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Control Commentary
Refer to supporting documentation

3 Governance (continued)

3.21 | Is the partnership’s contribution to the Community
Strategy considered as part of the annual
report/review of the partnership?

Note: The partnership will require an effective corporate governance framework, including
Standing Orders, Financial Regulations and Procedures and Schemes of Delegation. The
corporate governance framework need not be separate from that of the 'lead’ partner, but
may vary depending on the reason for the partnership being established, how it is formed
and managed and the degree of independence it has from its participating members.

4 Communication and Information Sharing

4.1 Have all parties signed up to a Protocol(s) for
Communication and the Sharing of Information.

4.2 Does the protocol promote relationships based on
trust and openness and the need to share
information for the benefit of the partnership and its
stakeholders?

4.3 Does the protocol incorporate the following:
e contact details for each partner organisation;

e responsibilities for the providing and issuing
information;

e responsibilities for carrying out consultation;
¢ information standards, where appropriate;

o information security and confidentiality;

e timescales where relevant

5 Legal Responsibilities

5.1 What provision has been made for compliance with
the law e.g. local government acts, procurement,
health and safety, data protection, freedom of
information, employment and service specific
legislation?

5.2 Is it necessary for the Partnership to have a formal
computer security policy? If so what will this be
based on (e.g. BS7799), and what will it cover?

5.3 Who will be providing legal support to the
partnership?

6 Financial Responsibilities

6.1 Will separate financial records for the partnership
be maintained?

6.2 Have required records been defined to ensure that
all legal and other obligations are met?

6.3 Is it clear how decisions on committing and
reallocating partnership resources are made?

6.4 Are systems in place to ensure that resources are
properly accounted for?
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Control

Financial Responsibilities (continued)

Commentary
Refer to supporting documentation

6.5

Who will be responsible for ensuring that financial
records are maintained and kept?

Note: If this is to be provided by, or on behalf of the partnership by one of the partners or
an external organisation, accurate and complete accounting and financial records in
accordance with applicable laws and accounting principles must be maintained.

6.6

Are there clear arrangements for financial
management (budgets, planning etc) and finance
administration (salaries, invoices, cash handling
and banking etc)?

6.7

Do partners receive regular and understandable
financial information about the partnership?

6.8

Have arrangements been made for internal/external
audit as required?

6.9

Who will fill the roles of treasurer, secretary, and
auditor?

6.10

Have insurance requirements been considered and
advice sought e.g. personal indemnity, third party
and vehicles?

6.11

Has advice been sought on the VAT rules applying
to the partnership and any other tax issues that are
relevant?

6.12

Is it clear how financial affairs will be dealt with after
the partnership has ended? (including, e.g. how
assets and any ongoing financial liabilities will be
dealt with)

7

Staffing Responsibilities

Workforce Planning

7.1 Are the staffing requirements of the partnership
known and are there plans in place to meet these?

7.2 Are the budget implications of workforce planning
known and accounted for?

7.3 If the partnership is time limited are plans in place
for staff relocation/end of contracts?

7.4 Who is responsible for recruiting, employing and
training staff?

7.5 What terms and conditions will the partnership have
in place to deal with personnel issues, and have
these been made clear to staff?

7.6 Is staff clear about their roles and obligations in

delivering the partnership objectives e.g. an
awareness of legal liability and governance
framework (particularly in the case of
directors/trustees)?
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Control

Staffing Responsibilities (continued)

Commentary
Refer to supporting documentation

Personnel Management

7.7

Are line management arrangements for partnership
staff clear?

7.8

Has staff development and training requirements
been identified and training given?

7.9

Are staff required to make a declaration where
there may be a conflict of interest?

Budgetary and Accounting Arrangements

8.1

Has a business plan been provided for the
partnership that includes the following:

e An estimate of the working capital requirements
of the partnership incorporated within a cash
flow statement; and,

e An opening budget, including estimated capital
and revenue expenditure requirements?

8.2

Will monthly (or as otherwise required)
management accounts and reports containing such
information as shall reasonably be required, be
prepared and despatched to partners?

8.3

What are the arrangements for:-

e Approving budgets on an annual basis or
otherwise?

¢ Monitoring expenditure?
e Dealing with overspends/underspends?

Monitoring Service Delivery and Performance

9.1

Is there a service delivery plan including profiled
budget and performance indicators? If so:

e How many years does it span?
e How regularly will it be updated?

9.2

Has a clear performance management processes
been developed for the partnership including
indicators, target dates, milestones and outcomes?

9.3

How will the performance of individual partners be
monitored? Is there a process to check that all
partners are effectively delivering agreed actions
etc?

9.4

Have all partners agreed critical success factors
(both service aims and overall partnership
objectives)?

9.5

What are the arrangements for monitoring and
reviewing how effectively the partnerships service
aims and objectives are being met? How will this
be reviewed and developed?
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Control

Monitoring Service Delivery and Performance
(continued)

Commentary

Refer to supporting documentation

9.6

What are the arrangements for monitoring and
reviewing how effectively the partnership itself is
working? How will this be reviewed and
developed?

9.7

Is there a process for reviewing and disseminating
performance and monitoring information? How will
this be developed?

9.8

Does the partnership have measurable Key
Performance Indicators?

9.9

Are the roles and responsibilities and accountability
for the achievement of the KPI's clear?

9.10

Is there a process for the regular consideration and
revision of partnership aims, objectives and
arrangements?

As part of this process consider if the original
objectives continue to meet the needs of the
partnership and partner organisations.

9.11

Is there an annual review of the purpose of the
partnership that includes consideration of the need
for partnership to continue?

10

Termination of the Partnership

10.1

How will the partnership be brought to an end?

10.2

Will any partner have the right to withdraw from the
partnership?

10.3

If so, on what terms and what will be the effect upon
the partnership?

104

What mechanisms will be used to value and realise
assets and determine liabilities? If a surplus, how
will the surplus be shared between partners? If a
shortfall, how will the shortfall be met by the
partners?
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Partnering Contract Checklist

Name of Partnering Contract:

Partners:

Commencement date and intended
duration:

Purpose of partnership:

‘ Control

Commentary
Refer to supporting documentation

1 Council Aims and Objectives

1.1 How are the Council’s objectives for the contract
communicated to the contractor?

2 Contractual arrangements

2.1 Is the contract clear and understandable?

2.2 Are the responsibilities of both parties set our clearly
(e.g. who does what, when and where and who pays
what and when)?

2.3 Is duration of contract clear? Can it be extended and,
if so, under what terms?

2.4 Are relevant work-force issues included where these
are lawful?

2.5 Are there any requirements about consulting
customers/public?

2.6 Is a break clause relevant (i.e. where either party
wishes to end the contractual relationship)?

2.7 What are the liaison arrangements between Council
and Contractor?

2.8 What role does contractor play in helping local
population at times of adversity (e.g. gritting, snow
clearing, flooding) and what role has contractor in
civil emergencies?

29 How can things be changed (e.g. changes to work
carried out)?

2.10 | Does the contract fully set out all restrictions relating
to service delivery (e.g. hours of work, advertising
restrictions, sub contracting)?

2.12 | Have all requirements of Contracts Procedure Rules

been complied with (including tendering procedure,
liquidated damages, cancellation for impropriety, EU
Procurement Regulations and form of contract)?
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Partnering Contract Checklist

Control

Contractual arrangements (continued)

Commentary

Refer to supporting documentation

2.13

What happens if contract cannot be delivered due to
some outside factor (e.g. inclement weather, national
shortage of critical materials, strike)?

2.14

What happens if things go wrong (e.g. withholding
payments, damages, termination)? Does this also
cover the issue of problems with innovative service
delivery?

2.15

Is the issue of who provides material, equipment,
depot and labour fully addressed?

2.16

Does the contract state that this is not a
‘partnership’? (The creation of a partnership gives
rise to some complex liabilities/responsibilities
between the partners). The Council's Head of Legal
Services should be consulted on this point.

Financial Responsibilities

3.1

Is the payment procedure clear?

3.2

Is VAT and all other taxes (including employment-
related taxes) properly dealt with?

3.3

How is cost inflation dealt with?

Legal Responsibilities

4.1

How will disputes be settled (e.g. mediation,
adjudication, arbitration, courts)?

4.2

Have the following issues been considered
i) Confidentiality?

ii) Disability Discrimination Act?

iii) Human Rights Act?

iv) Contracts (Rights of Third Parties) Act?
v) Environmental legislation?

vi) Employment law (including TUPE)?

vii) Data Protection Act/

viii) Freedom of Information Act?

Insurance

51

Insurances — this needs to be fully covered.
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Partnering Contract Checklist

Control

Commentary

Refer to supporting documentation

6 Health and Safety

6.1 Health and Safety — is this properly covered?

6.2 Have all potential risk liabilities been fully
considered?

6.3 Has all necessary information been provided to
contractor, including information about all potential
hazards?

7 Staffing Responsibilities

7.1 Are relevant and necessary quality systems,
minimum qualifications/experience of staff and
collection of service delivery data all covered?

8 Monitoring Service Delivery

9.1 Are service delivery standards and targets clear?

9.2 Are innovations encouraged (e.g. innovative ways of
delivering a service) and what happens to any
resulting cost saving?

9.3 What arrangements are in place to monitor and

report service delivery?
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Partnership Assessment Tool

Effective Partnerships

Effective partnerships can make all the difference but can be time and resource intensive,
and without a clear focus resources can be spread too thinly and their impact dissipated.
Government exceptions are high and there needs to be a continuing drive for efficiency
and effectiveness in partnership working

The key features of a successful partnership are:

Action Focused
e Shared values and agreed long-term vision of what it wants to achieve

e Effective use of input and feedback from local community and businesses

e Makes a positive impact, adding value and ensuring it is not working in isolation

Efficient organisation

e Structure is conducive to decision-making with members reflecting the views of the
organisations they represent

e Resources matched to aims, objectives and plans

o Effective administrative support and communications

Inclusive Approach
e Membership reflects the purpose of the partnership

e Ensures that all partners have the capacity to be fully engaged in the partnership

e Works democratically with accountability to stakeholders and decisions open to
scrutiny

Commitment to learn and develop
e Learns from best practice, stakeholders and consultations

e Makes use of a range of skills and expertise of partnership members

e Adapts to a changing environment

Effective performance management

e Process includes clear milestones, outcomes, performance indicators and delivery
dates

e Partners deliver what they have signed up to and share information to support planning
and management

e Partners resources used effectively to meet the aims of the partnership
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How can the assessment tool help you?
Do you want to ensure that your partnerships:

v' Are efficient and effective?
v" Are action and outcome focused?
v' Measure their progress effectively?

If so, then this assessment tool will provide a simple, quick and cost-effective way of
assessing the effectiveness of partnership working. It enables a rapid appraisal (a quick
'health check’) to be undertaken which identifies problem areas, and allows partners to
focus on remedial action and resources proportionate to the seriousness and urgency of
the problems.

It has been designed explicitly as a development tool and, as such, provides a practical
way of:

v Helping newly formed partnerships to explore the views and aspirations of those
embarking on a new venture. It provides a developmental framework for establishing a
healthy and effective partnership by, amongst other things, highlighting what to avoid.

v Helping established partnerships take stock on a routine basis of how effective their
process of partnership working is (i.e. provides an opportunity for a routine audit or
health check)

v' Helping partnerships which are experiencing difficulties to identify systematically areas
of conflict (and consensus) and to move towards a remedial action plan. In such
instances the value of the tool is diagnostic.

In particular the tool helps to:
v’ achieve partnerships that are outcome focused, effective and efficient

v'demonstrate the value of partnerships to stakeholders and Government, for example,
in the context of best value and comprehensive performance assessment

It will not, on its own, tell you how all the problems associated with partnership working
should be addressed. It does, however, provide a common framework (and vocabulary)
for partners to develop a jointly owned approach to tackling some of the barriers to
effective partnership working.

Using the Tool

Partners will then need to become familiar with the material. This can be done by:

¢ bringing partners together to discuss the material and to complete the assessment
exercise;

¢ partners reading the material and carrying out the exercise individually if they prefer or
if it is difficult to bring partners together, or;

¢ through facilitation that helps to manage the process and encourages openness by the
partners.
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In completing the assessment exercise each partner will complete five assessment profile
sheets aimed at assessing the partnership's performance against the following criteria:

e action focus

o efficiency

e inclusivity

e |earning and development
e performance management

Each profile sheet contains a set of statements and you are asked to indicate your
response. When completing your response it is important to bear in mind what lies behind
each statement, and to help you the profile sheets set out 'Points to Consider' against
each statement. You are also invited to summarise what are, in your opinion, the main
strengths and weaknesses of the partnership and to suggest actions for improvement.

Making full use of the assessment process

The results of the self assessments and the key actions identified will be communicated to
partners for discussion with a view to a plan being developed which identifies and agrees
remedial action.

Through full and proactive use of the partnership evaluation process it is expected that it
will have a wider application by, for example, assisting to:

v develop a database of information on partnerships
identify and disseminate good practice
benchmark partnership performance

support decisions

AU NN

support the council's Best Value and Comprehensive Performance assessment
processes.
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Action Focus
Summarise the main strengths and weaknesses of the partnerships and
suggest follow up actions to improve the partnership in the spaces below

Things we do well E What things we could do better
( Please specify ) ( Please specify)

Recent improvements we have made E What things we should start doing
( Please specify ) ( Please specify )

Our innovative approaches E What things we should stop doing
( Please specify ) (Please specify )

Additional comments arising from questions
( Please specify )
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Efficiency
Summarise the main strengths and weaknesses of the partnerships and
suggest follow up actions to improve the partnership in the spaces below

Things we do well E What things we could do better
( Please specify ) (Please specify )

Recent improvements we have made E What things we should start doing
( Please specify ) ( Please specify )

Our innovative approaches E What things we should stop doing
( Please specify ) ( Please specify )

Additional comments arising from questions
( Please specify )
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Inclusivity
Summarise the main strengths and weaknesses of the partnerships and
suggest follow up actions to improve the partnership in the spaces below

Things we do well E What things we could do better
( Please specify ) (Please specify )

Recent improvements we have made E What things we should start doing
( Please specify ) ( Please specify )

Our innovative approaches E What things we should stop doing
( Please specify ) ( Please specify )

Additional comments arising from questions
( Please specify )
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Learning and Development
Summarise the main strengths and weaknesses of the partnerships and
suggest follow up actions to improve the partnership in the spaces below

Things we do well E What things we could do better
( Please specify ) (Please specify )

Recent improvements we have made E What things we should start doing
( Please specify ) ( Please specify )

Our innovative approaches E What things we should stop doing
( Please specify ) ( Please specify )

Additional comments arising from questions
( Please specify )
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Excellent
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Performance Management
Summarise the main strengths and weaknesses of the partnerships and suggest follow up actions

to improve the partnership in the spaces below

Things we do well E What things we could do better
( Please specify ) (Please specify )

Recent improvements we have made E What things we should start doing
( Please specify ) (Please specify )

Our innovative approaches E What things we should stop doing
( Please specify ) (Please specify )

Additional comments arising from questions
( Please specify )
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Procurement Through Partnering Guidelines

PROCUREMENT THROUGH PARTNERING GUIDELINES

1 Partnering is a Contracting ACHIVITY ....cccoeeiiiiiiiiiiee e e 2
2 The PartNering PrOCESS ...coiiiii i 4
P22 R o 1= o o1 o PSR 4
P2 I =Y 0T [T o1 o o PSSR 4
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2.4 THE CONFACT......utteiie ettt e e e e e e e et e e e e e 5
2.5  ContinUOUS IMPrOVEMENT.......uuuiiiiieeiee e e e e e e e e e e eeaaes 5
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Partnering is a Contracting Activity

With Best Value procurement increasing the focus on competitive purchasing
practices in the public sector, contracting is becoming increasingly
sophisticated and aimed at generating maximum benefits for local authorities.

Partnering is one of the more advanced contract management techniques
which embraces joint management, process measurement and

improvement tools to achieve enhanced contract performance and
improved customer service.

Advanced models of partnering include strategic alliances and facilities
management arrangements - both long-term supply relationships of strategic
importance to customer service delivery.

In partnering arrangements, suppliers and contractors are selected using
multi-criteria selection process based on functional and performance-based
specifications. Partners are also selected on reputation, their own ability to
control and improve business processes, their understanding of the vision,
mission, values and objectives of the Authority and for their ability to become
part of a team. In these contracts innovative payment arrangements can
reflect an understanding of value for money and total cost.

One of the important elements of partnering is that partners share the benefits
and the risks in a previously agreed and quantifiable manner. For example,
cost savings could be shared, as could profit, and both parties will share
common objectives focused on achieving the desired outcome, and will have
equal access to, and openly share, information and knowledge.

Through 'Re-thinking Construction' (the Egan Report) Government are keen
for local authorities to explore new ways of working and part of that agenda is
to try and get away from the adversarial nature of some contracts through
working in partnership with the private sector.

The application of a partnering approach is widening but might not suit all
situations. Generally, partnering should be adopted in situations where
strategic gains in cost and quality can be delivered and where service
requirements are complicated or continuously developing.

Partnering strengthens relationships with contractors and suppliers, and is
arranged through normal contracting processes in accordance with
established procurement procedures. Active contract management
techniques are employed to ensure the contract requirements are delivered.
The contract should be re-appraised periodically using a pre-arranged and
agreed procedure and process to ensure openness, transparency and best
value for money, and after an agreed period (e.qg. five years) the contract
should be re-tendered to ensure open competition.
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CONTRACT PLANNING
e Identify customer needs
e assess risks and issues

PLANNING e consider partnering and remuneration
options

e consider procurement plan/strategy

7
CONTRACT INFORMATION

e establish selection criteria
e issue public tender inviting partnering
TENDERING proposals
e evaluate proposals and remuneration
models

7

e set common objectives
PARTNERSHIP e develop issue resolution process

WORKSHOP e establish joint management structure
e establish action plans

7
CONTRACT MANAGEMENT

¢ include deliverables/outputs

THE CONTRACT e develop performance criteria
e incorporate performance measures
e prepare contract management plan

7

e monitor performance
IMPROVEMENT e measure customer satisfaction
e plan-do-check-act

e active contract management

7

e evaluate contract
e re-tender to ensure open competition
e re-award contract

CONTRACT

RENEWAL
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The Partnering Process

Planning

Partnering should be considered for contracts that are critical, strategically
important or require an innovative approach. Preparing a procurement plan is
particularly important for strategic, innovative or complex projects or where the
contract value is high (e.qg. likely to exceed £1 million). This plan should
provide a checklist of key issues and set out how critical specific services are
to core business activities. Arrangements should be made for the potential
risks associated with the partnering contract to be considered, evaluated and
placed where they can best be managed. There should be an effective system
for identifying control and risk management issues which considers:

¢ What would be the potential impact should a risk materialise?

e What is the probability of the risk materialising — high, medium or low?
e What would be the impact — high, medium or low?

e How can the risks be minimised, managed or mitigated?

The Council needs to clearly define customer needs (which of course are
dynamic) and this information should be incorporated into the tender
specification and used throughout the lifecycle of the contract, and particularly
to monitor the contractor’s performance.

Consideration should also be given to intellectual property ownership,
payment mechanisms and associated incentives, which will form an important
element of the partnering arrangement.

In establishing a partnering contract the risks and human resource issues,
such as employment status and possible union involvement, should be
considered. The financial and legal responsibilities of all parties should also
be identified at the planning stage and a contract management plan should be
developed.

Tendering

The partnering selection process follows tendering guidelines in a robust and
auditable process and results in a formal contract.

As part of the tendering process, an appropriately skilled selection team
should be used to develop performance based selection criteria (which may
include the extent to which risk is proposed to be shared) to be used during
evaluation. Partnering proposals and remuneration models should then be
evaluated against the predetermined selection criteria and contracting
objectives.

The selection team should conduct a due diligence process to ensure the
recommended tenderer has the capacity, including financial viability, to fulfil
the contractual obligations.

Page 4 of 11 November 2004
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Partnering Workshops

The purpose of the partnering workshop is to establish a sense of joint

mission and set common objectives and guidelines for the further
development of the relationship.

Issue resolution processes, joint management structures and action plans are
developed during partnering workshops.

It is important that the people who have the greatest influence in making the
relationship work, not just senior management, attend the workshops.

Senior managers should attend if they play an active role in work processes,
or if their presence is considered necessary to demonstrate commitment.

The Contract

Partnering relationships are commercial contracts that require performance
measures through the use of Key Performance Indicators (KPI's) to assess
not only the effectiveness of the partner organisation but also the Council’s
ability to deliver. Rigorous contract management and performance reviews are
required to ensure contract obligations are delivered. Detailed guidelines on
contract management are available from the Internal Audit section of the
Intranet within Financial Services.

Most partnering relationships are also outlined in a non-binding Partnering
Charter (see Appendix A) which formally details the mission and objectives of
the partners and demonstrates the commitment of the key people involved.

Continuous Improvement

Continuous improvement in partnering involves a team approach to determine
whether work processes are meeting the needs of customers, and where
necessary, to improve them.

Performance measures are established and regularly monitored, and
combined with customer satisfaction measures, provide valuable data for
continuous improvement.

Joint process improvement teams should be established to investigate
problems or pursue improvement opportunities.

These teams should be trained in the partnering philosophy, team
development, conflict resolution, the Plan-Do-Check-Act improvement cycle,
and quality improvement techniques.

Contract Renewal

The rules of transparent and fair competition, accountability and probity must
also be observed in the renewal of partnering contracts.

When a formal partnering contract expires it should be evaluated against the
contract objectives and then publicly tendered again to ensure open
competition.
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2.6.3 This tendering process will encourage competitive tenders and allow

3.2

innovative offers to be received. This will result in the best value for money
solution when the contract is re-awarded.

Principles of Partnering

Partnering relationships should be established according to the following
principles and everybody involved in the partnering arrangement needs to
understand and accept these principles:

Commitment

Partnering requires considerable effort, innovation and patience. Open book
accounting would be fundamental to this commitment.

Common Objectives

Partners must identify, understand and support each other’s objectives.
Partners work together to translate their individual objectives into common
objectives, and strive to achieve the same goals.

Open and Honest Communication and Trust

Partnering establishes principles and systems for the timely and accurate
exchange of information to develop trust and efficient management. Business
relationships could suffer through the guarding of information and poor
responsiveness.

Ethical Behaviour

High ethical standards are fundamental to partnering and the conduct of all
parties must be totally transparent and ultimately accountable.

Teamwork

A team approach (and there is no reason why end users cannot be
represented on the team) is essential in partnering and lays the foundations
for continuous improvement. Teamwork builds trust and keeps the
relationship successful. It is also a good means of resolving problems.

Partnering is about value for money, exploring new ideas and sharing risk and
reward.

Partnering Tips

The introduction of partnering into a public authority should be carefully
planned, with the following issues considered:

e Partnering works best within an environment that understands quality
management, customer focus, process improvement, participative
leadership, and team practices.

e Partnering should be endorsed as corporate policy.

e Partnering should be phased in slowly to allow a cultural transition to take
place.
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Successful partnering arrangements have considered the following:
Education

Partnering requires a new way of thinking within a public authority. As
suppliers and contractors should be seen as an extension of the public
authority and treated as members of the team, informing and educating those
involved is critical.

Personalities

The key personnel involved in partnering are critical to the success of the
relationship. These relationships need to be developed; changes to these
personnel can impact on the effectiveness of the arrangement and need to be
managed.

Resolution Procedures

It is essential that partnering arrangements include effective and clearly
defined conflict resolution procedures that work.

Win-Win Outcomes

Effective partnering is built on a continuing recognition that the arrangement
results in win-win outcomes for all parties.

Customers

Do not lose sight of the fact that we provide services for our customers. A
suitable mechanism needs to be put into place:

e to evaluate services from their perspective

e to take account of their views

e to involve them as appropriate in service development proposals
e to show them that we care.
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Appendix A

TEN BASIC QUESTIONS ABOUT PARTNERING ANSWERED

1

What is a partnering arrangement?

The legal definition of a partnership is that of two or more parties coming
together, usually (but not always) to exploit a commercial opportunity.
Partnerships can be project based, time based or open-ended. One of the
important elements to a partnership is that the partners share both the
benefits and the risks in equal measure.

Why partner?

The Government is keen for local authorities to explore new ways of working,
and part of that agenda is to try to get away from the adversarial nature of
some contracts, particularly those created during the CCT era. There is no
doubt that some of the Council’s contracts have been, and possibly still are,
adversarial in nature. Partnerships in the private sector are seen as good
examples of a way of working to which local government should aspire.
However there are benefits to the private sector in working in partnership that
do not necessarily translate through into the public sector. In the private
sector, partnerships are used to aid supply chain management, in other words
each partner adds value, shares the risks (and reduces costs) throughout the
supply chain. Local authorities are by and large consumers of goods and
services rather than part of the supply process.

Partnerships can produce economies of scale, encourage greater capital
investment, capture specialist skills and knowledge and produce better
operational management.

Are they likely to affect me?

Under the Best Value regime you should always be trying to think of other
means of provision that improve on existing arrangements, and potential
partnerships should be considered. Partnerships in the true sense of the
definition are unlikely to be significant in number, however the potential for
altering the way we work and our attitude to contractors as outlined in this
paper are likely to have a far more significant impact.

Don’t the current rules prevent partnership arrangements?

Certainly the Council’s Contract Procedure Rules and Financial Regulations
will need to be looked at in the light of Best Value and developments in
partnership arrangements. However it is quite possible to enter into
partnership arrangements by utilising the current Contract Procedural Rules.
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5 This document talks about partnerships and continuing competition.
Aren’t the two opposites?

No. Whilst partnership contracts will probably be for longer periods than more
conventional contracts, they will not be infinite. Renewed competition from
time to time has the benefit of testing value for money, as well as preventing
complacency and too cosy a relationship developing.

6 How do | get started?

You should above all have a vision for the service concerned, and this could
be informed by the outcome of the fundamental performance review. A
market analysis is the usual starting point (indeed the market players will
almost certainly want to know whether there is to be an in-house competitor).
A combination of any or all of the following would be classed as a market
analysis:

e an advertisement in appropriate trade journals could invite proposals (this
may also have the effect of stimulating a market where currently it is
weak);

e (uestionnaires could be sent to selected suppliers to ask how they could
add value through partnership arrangements;

e other local authorities (UK and world-wide) could be asked for their
approach;

e compile a ‘scrapbook’ of successful partnership arrangements/ suppliers.

Even handiness is important, and you should be careful that any subsequent
specification does not reflect one supplier’s product.

At this stage no decision has been made to procure therefore the public
procurement rules do not yet apply. But once you have made that decision
you must follow the rules as set out in the Contract Procedural Rules and the
EU’s public procurement rules.

7 Is there anything wrong with talking to the private sector?

Best Value fundamental performance reviews will in any event require you to
talk to and learn from the private sector. These discussions may help form a
view that a partnership may be beneficial to the delivery of a particular
service. You should however be even handed in your approach and
document all discussions.

The private sector is aware of the Government’s initiatives on partnerships
and you may well have already received approaches. There is some truth in
the suggestion that some private sector companies see partnerships as a
means of obtaining work without the rigours of competition. That is not the
case.
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Is there such athing as a free lunch?

No. It is extremely unlikely that you will be approached through purely
altruistic motives and you should bear that in mind at all times. Whilst these
need not be rejected out of hand, you should ask yourself whether to proceed
would affect your long term strategy or lock you into some arrangement from
which you could not extricate yourself, or at a cost. For example the offer of
free software may limit or close off future choices. The receipt of anything
free may induce a false feeling of loyalty and influence future decisions or
strategies.

The personal receipt of any such offers is of course covered by the Codes of
Conduct and Financial Regs.

If the private sector approaches you, you must carefully weigh the proposal
against your overall strategy. If further consideration of the proposal would
benefit that strategy, then do so. You should always warn any person making
an approach that if the Council was to proceed then it would more than likely
result in a procurement exercise. Thus they should not reveal anything which
later may be interpreted as a breach of confidence (or indeed copyright).

Even handedness is important and it is always wise to document what has
happened. If you are concerned that your position is becoming compromised
you should discuss the issue with your line manager.

How will partnering differ from traditional contracts?

The whole thrust of this paper is that partnering requires a change of culture
away from more traditional (or attritional) attitudes. In addition partnerships
may well embrace issues like Open Book Accounting, Continuous
Improvement, Price Benchmarking and Annual Performance Reviews (service
and product reviews; customer satisfaction; etc.).

What if | choose the wrong partner?

A rigorous procurement process should enable you, with clear evaluation
criteria to select a suitable partner. There may be occasions when the
partnership does not work out or the costs far outweigh the benefits. Whilst
mechanisms can be built into contracts, that will not always be possible
especially where contractors will need significant periods to recover outlay.
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Appendix B

PARTNERING CHARTER

Most partnering relationships are outlined in a non-binding partnering charter
document. The purpose of the charter is to detail the mission and objectives of the
arrangement and to demonstrate the commitment of the key people involved. The
following is a typical example of a partnering charter.

PARTNERING CHARTER
Our Mission

To complete the project on time, within budget, to specified standards
and to the satisfaction of all key stakeholders

Common Objectives

e Complete on time e Work together in the future

e Complete on or below budget e No disputes

e Fair return to the Contractors e Safe construction

¢ No adverse effects on the e Good Working Relationships

environment or to public amenities
e Enhance reputations e Minimal disruption

e Customer satisfaction

Supported By

Note: The ‘Partnering Charter’ will be different for every partnership
arrangement. The above Charter, taken from a construction project
partnership, is one example only.
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SECTION 7
Contract Procedure Rules
1. Compliance with Contract Procedure Rules

1.1. Inthese contract procedure rules, the expressions, 'the Council’ and ‘Responsible
Spending Officer’ shall be deemed to include reference to Members, Directors, Service
Heads or otherwise authorised officer, acting in accordance with delegated authority on
behalf of the Council.

1.2. Every contract entered into by the Council, or on behalf of the Council, shall be entered
into pursuant to or in connection with the Council’s functions and shall comply with:

(a) all relevant statutory provisions?;
(b) the relevant European procurement rules (the Regulations)g;

(c) the Council’'s Constitution including these contract procedure rules, financial
regulations and scheme of delegation; and

(d) the Council’s strategic objectives, procurement strategy and policies.

1.3. The highest standards of probity are required of all officers and Members involved in the
procurement, award and management of Council contracts. As a general rule Members
and officers should refuse offers of gifts or hospitality from any person, firm or
organisation having or seeking to establish dealings with the Council.*

1.4. Failure to comply with these procedure rules and the associated financial regulations
may result in disciplinary action against the Council officer or Member concerned.

2. Procurement Outside the Scope of these Contract Procedure Rules

2.1. There shall be no requirement under the provisions of these procedure rules for
competitive tenders to be invited if in the opinion of the Corporate Director any of the
following apply:

(a) the purchase of proprietary or patented goods or materials or services are
obtainable only from one firm, are sold only at a fixed price and no reasonably
satisfactory alternative is available;

(b) the works, supplies or services to be executed are of a specialised nature carried
out by only one firm and for which no reasonably satisfactory alternative is
available;

(c) the purchase of goods or materials, or the execution of works or supply of services
for which there would be no genuine competition;

! The Responsible Spending Officer is a Council officer with appropriate delegated authority to act on the
Council’s behalf in making spending decisions and managing procurement - § 4 of these Contract Procedure
Rules refers.

2 Any actions taken by the Council must be within its relevant powers as any acts outside of statutory powers
may be considered ultra vires. The certification requirements of the Local Government (Contracts) Act 1997
may apply for longer-term contracts of 5 years or over and the Council may be required to provide a certificate
to a supplier pursuant to this Act

® Guidance on the general principles of EU law and compliance with EU directives is provided in the document
Public Contracts Regulations — Implementing the European Public Procurement Directives. Copy available
from Internal Audit or on the Intranet (Services/Financial Services/Financial Services Documents)

* Reference should be made to the Members or Employees Code of Conduct in this respect.
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(d) the works or services to be executed or the goods or materials to be supplied
consist of repairs to, or the supply of, parts of existing proprietary machinery or
plant;

2.2. The Responsible Spending Officer must formally consult the Head of Legal Services and
the Procurement Officer where the purchase is to be made using standing arrangements
with another local authority, Government department, statutory undertaker or public
service purchasing consortium.

2.3. The following types of contract are also exempt from the requirements of these contract
procedure rules:

(a) individual agency contracts for the provision of temporary staff’;
(b) employment contracts®; and
(c) contracts relating solely to disposal or acquisition of an interest in land’.

3. Exceptions to Contract Procedure Rules

3.1. Corporate Directors have the power to waive these contract procedure rules in specific
instances. Exceptions and the reasons for them must be recorded® and passed to the
Procurement Officer who shall maintain a register of all such exemptions.

3.2. Every exception made on behalf of the Council shall be identified in Corporate Financial
Monitoring Reports specifying the reason(s) that justified the exception being made,
including any as a result of an unforeseeable emergency involving immediate risk to
persons, property or serious disruption to Council services.

3.3. The following matters may be considered by Corporate Directors as an exception to
these Contract Procedure Rules, any other issues must be referred to the Procurement
Officer in the first instance:

(a) the works or services to be executed or the goods or materials to be supplied
constitute an extension of an existing contract;

(b) the contract is for the execution of works or services or the supply of goods or
materials authorised as being required urgently®;

(c) tenders or quotations have been invited on behalf of any consortium, collaboration
or similar body, of which the Council is a member, in accordance with any method
adopted by such a body. Provided that where tenders or quotations are so invited
by an officer of the Council, the delivery opening and acceptance of tenders shall
comply with the provisions of these procedure rules, or any overriding national or
European Union legislation.

® Where employment agencies are used to provide temporary staff, arrangements will be subject to
Erocurement, but agency staff will be employed on the agency’s terms and conditions.

Employment contracts between the Council and its employees are not subject to these contract procedure
rules but Part 4, Section 8 ‘Officer Employment Procedure Rules’ of the Constitution applies.
" Contracts relating solely to an interest in land will not be subject to the tendering procedure requirements of
these contract procedure rules but other Financial Regulations (yet to be developed) will apply.
Straightforward acquisitions or disposals of land are exempt from EC public procurement directives, although
legal advice should be sought on the applicability of the Regulations in certain circumstances; for example
where the Council is developing land and its level of involvement extends beyond the disposal of land.
8 A form is currently being designed for this purpose — Contact the Procurement officer for more information.
® A record must be made of the reason(s) justifying the urgent procurement of the required works, goods or
services.
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4. Procurement Plan'®

4.1. For each financial year, the Council shall agree a Procurement Plan setting out details of
its current contracts and contracts to be procured for the forthcoming three financial
years so that appropriate resources can be identified.

4.2. Atthe commencement of each financial year, the Procurement Officer shall on behalf of
the Council, publish a Prior Information Notice (PIN)' in the Official Journal of the
European Union (OJEU) listing the supplies and services contracts that the Council
expects to be procure in that financial year. In relation to contracts for works, the Council
shall publish a PIN in the OJEU when works are approved.

5. Delegated Authority

5.1.  Any procurement™? carried out on behalf of the Council may only be undertaken by
officers with the appropriate delegated authority as set out in the Constitution. Officers
with delegated authority, referred to as Responsible Spending Officers (RSQO’s), are
solely responsible for managing and making spending decisions on the procurement.
The RSO must be clearly identified in the Scheme Authorisation Checklist®.

5.2.  RSO’s may only delegate to other officers who have the skills and knowledge
appropriate to the task and these officers must be informed by the RSO of the extent of
any delegated authority and any applicable financial thresholds relevant to the
procurement.

5.3.  Within approved budgets, and in accordance with the Procurement Plan where
applicable, delegated officers may authorise members of their staff to place orders
against Framework Agreements (Para 5.3 & 5.4 refers) which have been entered into by
the Authority.

5.4. Contract awards over £50,000 constitute Key Decisions™* and as such shall be included
in the Forward Plan®. If the award has not been included in the Forward Plan, a Key
Decision Notice, approved by the relevant Corporate Director, must be published giving a
minimum of five working days notice of when the decision will be taken.®

10 A schedule identifying high value procurements so that appropriate resources can be identified. It also
provides a basis for PIN’s and other information provided to suppliers to give advance notice of bidding
opportunities. The Corporate procurement plan shall set out details of all works, supplies and services that
the Council expects to tender for over the next three financial years. The plan shall be regularly updated and
held on the Council's website.
™ Publication of a PIN in OJEU enables the tender period for the open and restricted tendering procedures in
relation to services and works contracts to be shortened. It is not permitted to reduce the tendering period for
supply tenders even if a notice has been published.

Procurement means the process of acquiring goods, works and services from suppliers, for example
through purchase orders, tendering procedure or via a framework agreement.
3 The Scheme Authorisation Checklist provides practical guidance, in the form of a checklist, on the
framework for managing capital schemes. It can be found within the Financial Services section of the Intranet
4 A Key Decision is any decision in relation to an executive function that is likely to result in revenue or capital
expenditure or savings exceeding £50,000.
' The Forward Plan is produced monthly by the leader covering a period of four months and setting out
matters which the Leader believes will be subject of a Key Decision (See ‘Access to Information Procedure
Rules’ within the Constitution)
'® For further information on the Key Decision process see Section 18 on ‘Awarding Contracts’.
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The decision to award the contract is delegated to the Chief Executive except where the
amount of the tender proposed for acceptance exceeds the estimated budget provision.
In these circumstances, Cabinet will make the decision.

Contract awards involving any potential transfer of Council employees to a Supplier shall
be referred to Cabinet for decision.

Pre-Procurement Procedure

Before commencing procurement the RSO leading the procurement will identify the need
and fully assess any options for meeting those needs."’

Before undertaking procurement the RSO shall:

(a) consider all other means of satisfying the need (including recycling and reuse
where appropriate);

(b) establish a business case for the procurement; and

(c) consider the most appropriate procurement method, for example, framework
agreement, joint procurement (or collaboration), partnering arrangements,
e-Procurement solutions (i.e. BACS payments and the use of procurement cards)
etc.

Framework Agreements

Framework agreements are flexible arrangements that enable the Council to procure
goods, works or services for low risk, low value requirements. Initially, tendered in
accordance with these contract procedure rules, framework agreements allow the
Council to make specific purchases (call-offs) throughout the term of the agreement,
without the need to conduct further tendering exercises.

Where the Council has entered into a Framework Agreement through procurement or is
able to call off from existing Framework Agreements procured by central government
agencies™®, then the Council may benefit from using those contracts without entering into
a separate procurement.

Joint Procurement

The Council may enter into joint procurement arrangements with other local authorities
and local partners (e.g. in purchasing consortia pr joint procurement projects) in order to
save on procurement resources (i.e. time and cost of involved in tendering individual
contracts) and increase purchasing power.

Cabinet shall approve any joint procurement arrangements with other local Authorities or
public bodies, including membership or use of Purchasing Consortia, prior to the
commencement of any procurement on behalf of the Council.

1 Consideration should be given to Council’s Procurement Strategy and the Scheme Authorisation Checklist
and advice sought from Legal Services and Financial Services (Procurement Officer or Internal Audit) as
appropriate

'® The Council may benefit from framework arrangements procured on a regional or national basis including
the GCAT, SCAT and LCAT arrangements
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Partnering™®

Partnering arrangements are a contracting activity promoted under the Governments
‘Rethinking Construction’ Agenda (the Egan Report)® in which the Council and the
preferred supplier work in an open and joint relationship to achieve common objectives,
with defined performance targets.

Partnering might be considered for high risk, high value or complex procurements with
the principal benefit that relationships with the supplier are strengthened and risks and
benefits are shared in a previously agreed and quantifiable manner.

e-Procurement

e-Procurement advancements are integral to the Council’s approach to Implementing
Electronic Government. A number of e-procurement solutions are available including the
use of procurement cards, receiving tenders and quotations electronically, ordering
goods and services securely over the internet from electronic catalogues and the
conduct of electronic auctions.

Research on the use of these e-procurement solutions is ongoing and the Council is
currently conducting pilot schemes on the use of procurement cards and e-tendering with
a view to these being used to improve information on which to base decisions, increase
efficiency and reduce paperwork.

Estimating the Contract Value

For consistency, contract values shall be calculated in accordance with the Regulations®
even when the Regulations are not applicable.

The Council shall make the best use of its purchasing power by aggregating purchases
wherever possible. Supplies, services or works shall not be split in an attempt to avoid
the applicability of these contract procedure rules or the Regulations®.

Competition Requirements for procurement and disposal

Low Value Procurement

Officers with appropriate delegated authority shall, on behalf of the Council, procure
works, goods and services with an estimated value of below £10,000. Service Heads
are responsible for ensuring that value for money is achieved.

The official order for the procurement shall specify the services, supplies or works to be
provided and set out the price and terms of payments. Any appropriate Framework
Agreements in place shall be used regardless of value, provided that the requirements in
relation to delegated authority are met.

1 For more detailed guidance please refer to the Procurement through Partnering Guidelines

2 Report commissioned by Central Government in 1998 aimed at achieving radical improvements in the
construction industry

%! The Regulations set out how contract values are estimated including calculations for aggregated contracts.
*2 The Regulations contain specific rules about estimating the value of mixed contracts e.g. services and
supplies or Part A and Part B Services.
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Intermediate Value Procurement

For procurements valued above £10,000 but at or below £50,000 at least three written
competitive quotations shall be invited before an official order is issued specifying the
supplies, services or works to be provided. If it is not possible to obtain three quotations
a record shall be kept of the reason(s) for this.

Quotations will only be considered if submitted in a plain sealed package addressed to
the RSO concerned, bearing the word “Quotation” and the title of the works, goods or
services to be supplied. The envelopes shall not bear the senders name or any other
identifying marks, and only quotations that comply with this procedure rule shall be
considered.

All quotations received shall be opened at the same time in the presence of at least two
officers designated by the RSO with at least one of these officers being independent of
the quotation procurement process.

The RSO concerned shall maintain suitable records indicating the quotations received,
the action taken relating to the invitation of suppliers and the receiving and evaluation of
quotations and the award to the successful supplier. Officers present at the opening of
the quotations shall sign the record of quotations received.

Where the risk in a 'specific procurement is perceived to be high and/or may involve a
transfer of staff, the procurement shall be treated as a High Value Procurement.

High Value Procurements

For procurements valued at above £50,000 (subject to exemptions under § 2 of these
procedure rules, and to any overriding requirements of the Regulations) a competitive
tendering procedure appropriate to the particular procurement (i.e. open, restricted or
negotiated — see § 8 below) shall be conducted in accordance with these contract
procedure rules.

For all high value procurements, the RSO responsible shall in a manner commensurate
with the complexity and value of the procurement®:

(a) arrange for a full appraisal of the project and the estimated cost implications to be
carried out;

(b) determine the most advantageous method of procurement and establish a
framework for carrying out the project;

(c) take into account the requirements from any Best Value? review;

(d) consult with the Procurement Officer to ensure that a procurement arrangement is
not already in place;

(e) define the objectives of the procurement and indicate how this links to the strategic
objectives of the Council and/or Service concerned;

(f) assess the risks associated with the procurement and how to manage them;

*% Reference to the Scheme Authorisation Checklist (held within the Finance Documents on the Intranet) will
rovide a useful aide-memoir for the approval and management of capital schemes

* The duty on Council’s to secure continuous improvement in the way, in which functions are exercised,

having regard to a combination of economy, efficiency and effectiveness.
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(g) consult users as appropriate about the proposed procurement method, contract
standards and also performance and user satisfaction monitoring; and

(h) record the delegated officer responsible for the procurement (RSO), the project
timetable and expected length of the contract and the tendering procedure to be
used.

The RSO shall also confirm that:
(a) there is Member or delegated approval for the expenditure;

(b) there is Cabinet approval for significant new proposals in accordance with Financial
Regulations; and

(c) prior information notices, if required in accordance with EC Regulations, have been
sent.

Procurements Subject to the Regulations

Where the estimated value of procurement exceeds the current EU threshold then the
contract shall be tendered in accordance with the Regulations®.

Under the Regulations, the contract may be tendered under the open, restricted or, in
exceptional circumstances as set out in the Regulations, the negotiated procedure. A
contract notice in the prescribed form shall be published in the Official Journal of the
European Union (OJEU) in order to invite tenders for or expressions of interest for Part A
services contracts and supplies and works contracts subject to the rules®®. Contracts for
Part B Services do not need to be advertised in OJEU?". The rules relating to technical
specifications and the publication of contract award notices shall, however, be observed
for all contracts as shall the EC Treaty?® and the general principles of EC law including
non-discrimination, equal treatment, proportionality and transparency.

The Council shall comply with the minimum timescales for receipt of expressions of
interest and the receipt of tenders as set out in the Regulations®. Where the Council
has published a Prior Information Notice (PIN) announcing its forthcoming contracts for
the year ahead, reduced timescales may be used, if appropriate®.

Where the Regulations apply, the RSO shall consult the guidance ‘The Public Contracts
Regulations — Implementing the EU’s Public Procurement Directives™! and formally
consult with the Procurement Officer to determine the method of conducting the
procurement.

Best Value and partnering arrangements are subject to all UK and EC procurement
legislation and must follow these contract procedure rules. If in doubt about the
application of the EC Regulations, the RSO must seek the formal advice of the
Procurement Officer in writing.

% For the current EU thresholds (valid to 31 Dec 2005) see Appendix A.

%% part A — Priority Services Contracts are subject to the full scope of the Regulations and shall be advertised
in OJEU.

" part B Services are not subject to the full Regulations. Please refer to the guide ‘The Public Contracts
Regulations — Implementing the EU’s Public Procurement Directives or contact the Procurement Officer.

%8 Treaty which established the European Community

? See Appendix A for the EU timescales from despatch to publication in OJEU.

%0 A Prior Information Notice (PIN) shall be published in OJEU at the start of each financial year setting out the
forthcoming contracts for the year ahead.

%! See Financial Services Documents on the Intranet.
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Disposal of Assets

Assets for disposal must be sent to public auction except where better value for money is
likely to be obtained by inviting quotations and tenders. The method of disposal of
surplus or obsolete stocks/stores or assets other than land, and Information Technology
equipment, must be formally agreed with the Head of Financial Services.

IT equipment identified as obsolete or surplus to requirements must be disposed of in
accordance with the Council’s Information Security Policy.*?

Tendering Procedures

Open Procedure

Where publication in OJEU is not required, at least ten days public notice shall be given
in one or more of the local newspapers, on the Council's website and in any appropriate
national press and/or trade journals in order to target the appropriate market for the
particular contract. The advertisement shall contain details of the nature and purpose of
the procurement and specify a date within which interested parties may express an
interest in tendering for the contract.

After expiry of the specified date for the receipt of expressions of interest, the Council
shall send all suppliers expressing an interest an Invitation to Tender (ITT), specifying a
date and time for the receipt of tenders.

Where advertisement of the procurement is required in OJEU, the Council shall not
publish an advertisement in the UK before publication of the OJEU Notice. Local
advertisements shall not contain any further details than those included in the OJEU
Notice.

Restricted Procedure

Suppliers selected by the Council for the supply of goods, works or services are invited
to tender. Such suppliers will have been previously assessed as to their:

(a) eligibility;

(b) economic and financial standing; and

(c) technical capacity®.
In respect of procurements expected to exceed £50,000 this will be achieved by
selecting firms from:

(a) pre-qualified suppliers on Constructionline®;

(b) an approved list of suppliers maintained by the Council and compiled following

responses to a public notice in the manner described in the open procedure except
that notice shall state that the restricted procedure is being used; or

(c) ashortlist of suppliers assessed from expressions of interest for a specific contract
submitted in response to a public advertisement in the manner described in (b)
above.

%2 The Council’s Information Security Policy can be located within the Information Services section of the
Intranet.

%% Technical capacity may include the Supplier's quality management systems including human resources,
health and safety and environmental management systems where relevant to the performance of the contract
% Constructionline is the National Database of ‘qualified’ firms assessed for their technical and financial
capacity. Contact the Procurement Officer for more information.
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If the Regulations do not apply a minimum of three suppliers will be invited to tender,
selected from the Approved List or Constructionline®. Procurements subject to the
Regulations shall comply with the appropriate Regulation and in these cases a minimum
of five suppliers shall be invited to tender from those expressing an interest following the
publication of the OJEU Notice.

Any procurement subject to the Regulations shall comply with the appropriate
Regulation®.

Negotiated Procedure

The Council negotiates with a number of bidders to secure a contract that achieves the
most economically advantageous offer for the Council, the suppliers being selected on
the basis of published pre-qualification criteria.

If the publication of a notice in the OJEU is not required, the advertising requirements are
the same as in the restricted procedure, except where the procurement falls within one of
the exemption provisions of the Regulations®’. Any notice shall state that a negotiated
procedure is being used.

A minimum of three suppliers should be invited to negotiate following publication of a
notice.

At least two officers, one of whom shall be the Corporate Director/Service Head
responsible for the procurement or their delegate shall be present at all times during the
negotiations. Negotiations carried out with potential suppliers shall be fair and
transparent and all treated equally. Proper records of the negotiations shall be
maintained and signed as such by all participants and the outcome of the negotiated
procedure approved by Cabinet.

Serial Tenders

The Council may enter into a serial contract where the works, goods or services form
part of a programme of work where the scope may change over time and/or the
budgetary provision has not been allocated for the whole period of the contract.

The terms will be negotiated with the supplier on the basis of the rates and prices
contained in an initial procurement awarded competitively following an invitation to tender
in accordance with open or restricted tendering procedures.

The serial contract shall be tendered in accordance with EC Regulations where, over the
total period of the serial contract, the estimated value of the procurement exceeds the
relevant EU threshold.

The Council’s intention to enter into a serial contract must be clearly stated at the
Expression of Interest and the Invitation to Tender stage of the tendering process.

% Firms selected for ITT shall be on the basis of random selection to test the market and previous tendering
history. For more information please refer to the Guide to Quotations and Tenders for Council Work, Services
and Supplies.

* The Regulations detail the qualification criteria and the extent to which the Council may seek supporting
evidence from suppliers.

%" please refer to the guide ‘The Public Contracts Regulations — Implementing the EU’s Public Procurement
Directives'.
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The award of the serial contract shall be in accordance with these Contract Procedure
Rules (See § 17 below) and the decision to allow the contractor to proceed onto the next
phase of a serial contract will be subject to the following conditions being met:

(a) completion of a Post Contract Performance Appraisal Form® in relation to the
previous phase of the serial contract;

(b) budgetary provision in relation to the next phase of the serial contract is in place;

(c) the rates and prices for the next phase of the contract have been negotiated on the
basis of the original rates when the contract was awarded; and

(d) the RSO and Procurement Officer have agreed to the continuation of the contract
to the next phase.

The Procurement Officer shall maintain a record of the serial contract through completion
of the ‘Record of Decision Taken to Release Phase of Serial Contract®®. This document
must be completed in full before permission can be given to the supplier to proceed to
the next phase of the contract.

Single Tenders

The Council may invite a tender from a single supplier selected by the Council, or
through negotiation with a supplier already engaged by the Council, where this is
considered to be inits best interests and where and of the following applies:

(a) tendering procedures as set out above have resulted in no acceptable tenders
being received;

(b) the work is so specialised that the chosen firm is the only one able to satisfy the
criteria for selection; or

(c) the nature of the procurement is such that a precise specification cannot be drawn
up.

Pre-Tender Market Research and Consultation

Prior to the issue of the ITT in relation to the procurement the RSO may consult potential
suppliers in general terms about the nature, level and standard of the supply, contract
packaging and other relevant matters provided this does not prejudice any potential
supplier.

The RSO must not seek or accept technical advice on the preparation of the ITT from
any supplier who may have a commercial interest in the procurement, if this may
prejudice the equal treatment of all potential suppliers or distort competition.*°

Standards and Award Criteria*

The RSO must ascertain what are the relevant British (or equivalent), European or
international standards that apply to the procurement and must include those standards
that describe the required quality.

% This form is an Appendix to the ‘Guide to Contract Completion and Review’ available within the Financial
Services section of the Intranet.

%9 Form available from the Procurement Officer

“9 For further advice contact the Procurement Officer.

*L This is the criteria by which the successful tender (or quotation) is to be selected



11.2.

11.3.

12.

12.1.

12.2.

12.3.

12.4.

Page 79

The RSO must define and document the Award Criteria appropriate to the procurement,
before tenders are sought and the criteria must be designed to secure an outcome that
provides the best value for money for the Council. The basic criteria shall be:

(a) lowest price where payment is to be made by the Council;
(b) highest price if payment is to be received; or

(c) most economically advantageous offer (where considerations other than purchase
price also apply).

Where the most economically advantageous offer is adopted it must be further defined
by reference to criteria relevant to the procurement. This may include price, service,
quality, running costs, whole life cycle costs, previous experience, delivery date, cost
effectiveness, environmental considerations, aesthetic and functional characteristics,
safety, after-sales service, technical assistance, partnering and any other relevant
matters.

The Invitation to Tender (ITT)

The Invitation to Tender (ITT) shall state that no tender will be considered unless it is
received by the date and time stipulated in the ITT. The Head of Administration Services
will promptly return tenders received in contravention of this clause to the supplier
submitting the tender.

All suppliers invited to tender shall be notified that no tender will be considered unless
contained in a plain sealed envelope addressed to the Chief Executive bearing the word
‘Tender’ followed by a description of the procurement to which the tender relates*.
These envelopes must not bear any distinguishing mark intended to indicate the identity
of the sender.

The ITT (or Invitation to Quote where this applies) must state that the Council is not
bound to accept any submitted tender (or quotation).

The ITT shall include details of the Council’s requirements for the particular procurement
including:
(a) adescription of the services, supplies or works being procured;

(b) the procurement timetable including the tender return date and time, which shall
allow a reasonable period for the applicants to prepare their tenders;

(c) a specification and instructions on whether any variants (or alternatives*) are
permissible;

(d) the Council's terms and conditions of contract**;

(e) the tender evaluation criteria including any weightings, as considered appropriate,
where considerations other than price apply*;

“2 Use should be made of orange labels available from Administration Services to reduce the risk of tenders
being opened in error and to ensure that tenders are taken to Administration Services for safekeeping.

3 In these circumstances, it is good practice to request suppliers to also submit a tender which is fully
compliant with the Council’s specification for evaluation purposes.

** Where standard terms and conditions are to be used these should be reviewed for each procurement being
tendered. Contact the Procurement Officer for further guidance and advice.

** See also § 15 and 17
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(f) the pricing mechanism and instructions for completion including the method by
which arithmetical errors discovered in submitted tenders are to be dealt with. In
particular, whether the overall price prevails over the rates in the tender or vice
versa,;

(g) form and content of method statements to be provided,;
(h) whether the Council is of the view that TUPE may apply46; and

(i) any further information which will inform or assist potential suppliers in preparing
tenders.

All potential suppliers invited to tender (or quote) shall be issued with the same
information at the same time and subject to the same conditions. Any supplementary
information must be provided to all potential suppliers on the same basis.

Nominated Sub-contractors and Suppliers

If a sub-contractor or supplier is to be nominated by the Council to the main contractor or
supplier, quotations and tenders must be obtained in accordance with these contract
procedure rules.*’

Submission, Receipt and Opening of Tenders

Suppliers invited to tender must be given sufficient time in which to prepare and submit a
proper bid, consistent with the urgency of the procurement, and will normally be four
weeks from the date of the invitation to tender.

All tenders must be returned to the Chief Executive in the manner described at 11.2
above. Tenders received by fax or any other electronic means must be rejected™.

Administration Services must be notified, using a standard ‘Notification of Tender
Submission’ form*®, as soon as practicable of the details of the procurement, the date
and time for return and the number of suppliers invited to tender. The names of the
suppliers invited to tender must not be disclosed to staff involved in the receipt, custody
and opening of tenders.

The Head of Administration Services shall be responsible for the safekeeping of tenders
until the specified date and time for opening, and will ensure that each tender received is
date stamped, initialled by the officer receiving the tender and logged upon receipt in the
Register of Tenders.

The Head of Administration Services will ensure that all tenders are opened at the same
time when the period for their submission has ended. The Cabinet Member with special
interest in the works or services being tendered, (or any other Cabinet Member if the
special interest Member is not available) and an officer designated by the Head of
Administration Services shall open the tenders received.

“% It it is considered that TUPE may apply the advice of the Head of Legal Services must be sought as to what
information to include in the invitation to tender.

“" Section 7 relating to Intermediate and High Value Procurements refers.

“® An electronic tendering system is being piloted, with a view to this being available in the future. For more
information, please contact the Procurement Officer.

*9 Form available from Administration Services or the Procurement Officer and available on the Procurement
page of the Council’s Intranet.
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Upon opening a summary of the main terms of the submission received shall be
recorded in the permanent Register of Tenders.>

The Head of Administration shall notify the RSO that tenders have been opened and
arrangements shall be made for the opened tenders to be collected for evaluation.

Clarification Procedures and Post Tender Negotiation

Providing clarification of an ITT to potential or successful suppliers, or seeking
clarification of a submitted tender is permitted provided that a written record of the details
of the clarification is made and retained.

Post-tender negotiations may be conducted with any, or all, suppliers after submission of
a tender and before the award of the contract with a view to obtaining adjustments in
both price and content provided that the RSO has formally consulted the Head of Legal
Services™.

Negotiations shall be conducted by at least two officers and full details of the
negotiations documented and formally agreed by both parties. At all times during the
negotiations the Council shall consider and implement the principles of non-
discrimination, equal treatment and transparency.

Where post tender negotiations result in a fundamental change to the specification (or
terms and conditions of contract) the procurement must not be awarded but re-tendered
in accordance with these contract procedure rules.

Where procurement is conducted pursuant to the Regulations through either the open or
restricted tendering procedures no post tender negotiations shall be permitted.

Tender Evaluation

An evaluation must be made of competitive tenders submitted by those suppliers invited
to tender. Tenders subject to the Regulations shall be evaluated in accordance with the
relevant Regulation and the Award Criteria set out in the ITT. All other tenders shall be
evaluated in accordance with the Award Criteria, which was notified to potential suppliers
inthe ITT.

All procurements, except where lowest price was predetermined to be the appropriate
criteria, shall be awarded on the basis of the offer which represents Best Value for
Money to the Council, taking into account the quality aspects as set out in the ITT.

The confidentiality of the submitted bids and the identity of the potential suppliers must
be preserved at all times during the period of the evaluation and the RSO shall ensure
that a Tender Evaluation Report Checklist®?, comparing the amount(s) tendered with the
pre-tender estimate is compiled.

For procurements subject to the Regulations or with a value above £50,000 the RSO
shall form an Evaluation Team of representatives, as considered appropriate, with
responsibility for evaluating submitted tenders.

% This will normally be the submitted price but may include other relevant terms where applicable i.e.
submissions received in a partnering procurement.

*! This will normally involve informing the Head of Legal Services that it is proposed to enter into post-tender
negotiation and agree the process to be undertaken i.e. whether negotiation is to be with all potential
suppliers.

°2 please refer to Appendix C of the Guide to Quotations and Tenders for Council Works , Services and
Supplies.
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17. Bonds, Guarantees and Insurance

17.1. For high value/high risk procurements, the Evaluation Team shall consider as part of its
pre-qualification assessment and evaluation process whether a performance bond and/or
parent company guarantee (if applicable) shall be required from the preferred supplier.

17.2. The Evaluation Team shall consider the appropriate type (employee liability, public
liability, professional indemnity, etc) and level of insurance requirements for each
procurement.

18. Awarding Contracts

18.1. An RSO with the requisite delegated authority>® shall award contracts to the value of
£50,000 (i.e. low or intermediate value procurements) provided that sufficient funds are
in place to sustain the procurement.

18.2. For procurements subject to the Regulations or with a value above £50,000 (i.e. high
value procurement) a standard Acceptance of Tender Form®* shall, following evaluation
of the submitted tenders, be completed and sent together with the Tender Evaluation
Checklist and any other relevant information to the Procurement Officer for comment.
The Procurement Officer will contact the RSO in the event of any query.

18.3. The Procurement Officer shall ensure that the Regulations and these contract procedure
rules have been complied with and forward the completed Acceptance of Tender Form to
the Chief Executive who has delegated authority to award contracts with a value in
excess of £50,000 on the Council’s behalf provided that the amount of the tender
proposed for acceptance does exceed the estimated budget provision. In these
circumstances, Cabinet will make the decision.

18.4. Arrangements at this stage must ensure that a Key Decision Notice is completed in
accordance with Para 5.4 of these Contract Procedure Rules.

18.5. The Head of Administration Services shall, on the next available publication date®
following the signing of the Acceptance of Tender Form by the Chief Executive, publish a
‘Notice of the Decision’ giving a period of 5 working days for call in. Following expiration
of the call-in period the Head of Administration Services shall notify the RSO that the
contract can be formally awarded to the successful supplier.

18.6. Where procurement has been tendered pursuant to the Regulations, the Council shall
publish a contract award notice in OJEU no later than 48 days after the date of award of
the contract™.

19. Debriefing

19.1. The RSO responsible for the procurement shall provide a debriefing to suppliers
submitting unsuccessful tenders upon written request. For consistency this shall be in
accordance with the Regulations even where the regulations do not apply>’.

>3 As set out in Section 4 of these Contract Procedure Rules.

** A copy of the Acceptance of Tender form can be obtained from Administration Services or the Procurement
Officer and on the Procurement section of the Council’s Intranet.

*® Decisions are published at approximately fortnightly intervals on agreed dates available on the Intranet.

%8 Contract award notices are not required for Part B Services except where the Council published a contract
notice prior to commencement of the procurement.

*" The Regulations require that an unsuccessful supplier shall within 15 days of written request be informed of
the reasons why they were unsuccessful and, if an admissible tender was submitted, the characteristics and
relative advantages of the successful tender as well as the name of the supplier awarded the contract.
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Contract Documents & Terms and Conditions

Contracts shall be entered into on the Council’s terms and conditions, which shall be
included with each purchase order and ITT.*® All contracts shall be held in the custody of
the Head of Legal Services or in a manner determined by him/her.

Every contract which exceeds £50,000 in value and contracts of any value involving
demolition works shall be in writing in a form approved by the Head of Legal Services,
and shall specify:

(a) the work to be done, or services, goods or materials to be provided including any
appropriate technical specification(s); and

(b) the price to be paid with a statement of discounts or other deductions, and the time
or times within which the contract is to be performed.

Letters of Intent

This provision shall not prevent the Head of Legal Services, in his/her absolute
discretion, from issuing, or authorising the issue of, a letter of intent>® to the contractor, or
approving procedures for giving permission for work to commence prior to the completion
of the written contract.

Assignment

In every written contract®® for the execution of work or the supply of goods or materials
the following clause shall be inserted:

“The contractor shall be prohibited from transferring or assigning directly or indirectly, to
any person or persons whatever, any portion of his contract without the written
permission of the Council. Sub-letting of any part(s) of the work, except to the extent
permitted in writing by the officer concerned, shall be prohibited.”

Specifications and Standards

Where contracts are subject to the Regulations, the rules relating to technical
specifications shall be followed and any reference to a technical standard, make or type
shall be prefaced with the words “or equivalent”. This requirement applies to both Part A
and Part B Services.

All written contracts shall require that supplies used in their execution shall as a
minimum, be in accordance with European and/or British Standards current at the date of
the tender, as applicable.

*8 Further advice is available from Legal Services and the Procurement Officer

% Letters of intent are commonly used for building and engineering contracts where it is essential that works
start by a certain date but the contractual arrangements have not been finalised. Letters of intent are rarely
required for services and supplies contracts and should only be used in exceptional circumstances. The
advice of the Head of Legal Services should be sought as appropriate.

% Written contract in these contract procedures rules refers to any contract exceeding £50,000.
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Insurance and Health and Safety

Every written contract must state that the supplier will indemnify the Council against all
losses and claims for injury or damage to any persons or property, which may arise as a
consequence of the procurement. The supplier shall throughout the execution of the
contract, maintain suitable insurance for which they are liable and shall produce the
relevant insurance policies on demand.

In every written contract a clause shall be inserted requiring the supplier to acquaint
themselves with the Council’s policy on Health & Safety at Work and the relevant codes
published for the Council’s operations.

Other contractual requirements

Written contracts shall, as considered appropriate, state other contractual obligations
including race equality, equal opportunities and sustainability obligations®".
Consideration will also need to be given to statutory requirements relating to data
protection and the Freedom of Information Act®?, as well as operational requirements in
relation to accessibility of relevant documentation maintained by the Council and the
successful supplier®.

All tender processes and contract awards shall comply with EU Public Procurement
Directives and the principles of non-discrimination, equal treatment and transparency
and other duties under UK law. A diverse and competitive supply market, including small
firms, social enterprises, ethnic minority businesses and voluntary and community sector
suppliers shall be encouraged.

Termination of Contract

In every written contract a clause shall be inserted empowering the Council to terminate
the contract and to recover from the supplier the amount of any loss resulting from such
termination, if the supplier or any person acting on their behalf (whether with or without
the knowledge of the supplier) shall have:

(a) offered, given or agreed to give any persons any gift, inducement or reward in
relation to the awarding or execution of any contract with the Council; or

(b) shown favour or disfavour to any person in relation to any contract with the Council;
or

(c) if, in relation to any contract with the Council, the contractor shall have committed
any offence under the Prevention of Corruption Acts 1889 to 1916, or any
amendment to them, or shall have given any fee or reward the receipt of which is
an offence under sub-section 2 of section 117 of the Local Government Act 1972.

For any contract exceeding £50,000 in value, the Chief Executive shall approve
termination of the contract and subsequently report to Cabinet the reason(s) for this
action being taken. Contracts of a lesser value may be terminated early by agreement
prior to the expiry date or in accordance with the termination provisions set out in the
contract. The advice of the Head of Legal Services should be sought as appropriate.

®® For further advice contact the Head of Legal Services and the Procurement Officer

%2 For further advice contact the Information Management Officer.

% This will be particularly relevant where partnering arrangements have been entered into (i.e. open book
accounting arrangements).
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Appointment of Consultants

The engagement of consultant architects, engineers and surveyors or other professional
consultants shall be subject to completion of a formal letter, contract of appointment or
brief.

Consultants shall be selected, tendered and commissions awarded in accordance with
the procedures detailed in these contract procedure rules.

It shall be a condition of the engagement of the services of any consultant responsible for
the supervision of a contract on behalf of the Council that in relation to that contract the
consultant shall:

(a) comply with these procedure rules subject to the modification that the tendering
procedure to be followed shall be approved in advance by the Service Head or
Corporate Director concerned;

(b) at any time during the carrying out of the contract, produce to the Service Head,
Director, Head of Financial Services or other designated officer, on request, all the
records maintained by him/her in relation to the contract; and

(c) on completion of a contract, forward all such records to the Service Head, Director
or other designated officer.

Consultants shall not make any decision on whether to award a contract or whom a
contract should be awarded to.

Throughout the commission monitoring arrangements must ensure that the due
performance of the consultant is in accordance with the levels and standards of service
specified in their conditions of appointment.

Arrangements should ensure copyright and title of any works performed by consultants
belongs to the Council.

Records of Contracts

Service Heads shall maintain his/her own register of contracts entered into by his/her
Service of whatever value, and until such time as an electronic Contracts Register of all
contracts exceeding £50,000 has been developed®.

For every individual contract a Contracts file shall be maintained.

Statistical Returns

Each year the Council shall make a statistical return to Department of Transport, Local
Government and the Regions (DTLR) for onward transmission to the European
Commission concerning the contracts awarded during the year under the European
rules.

The Procurement Officer is responsible for this statistical return and will make the
necessary arrangements for information to be collected annually. Service Heads shall
comply with these arrangements.

® Internal Audit currently maintains an electronic contract register that will be developed and made available
Council wide.
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24. Review and Amendment of Contract Procedure Rules

24.1. These contract procedure rules shall be reviewed and updated on a regular basis, not
less than annually. Amended contract procedure rules shall be agreed and adopted by

full Council.
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Appendix A
EU THRESHOLDS 2004 - 2005

The proposed tender will fall within the Regulations if its estimated value is greater than the
prescribed thresholds. These have been summarised in Table 1 below.

Table 1: Relevant Thresholds for Supply, Works and Services Regulations (net of
VAT)

Regulation Threshold European Threshold Equivalent UK*
Supply Contract 236,945 ECU £153,376"
Prior Information Notice 750,000 ECU £485,481
Services Contract 236,945 ECU £153,376"
Prior Information Notice 750,000 ECU £485,481
Works Contract
5,923,624 ECU £3,834,4112
Prior Information Notice**

* - Applying from 1 January 2004
** . Must be published for each proposed contract
Note

With the exception of the following Services which have a threshold of £129,462
Euro 200,000):

Part B (residual services)
Research and Development Services (Category 8)
Some telecommunications services

Subsidised service contracts under Regulation 25 of the Public Services Contracts
Regulations 1993.

For subsidised service contracts under Regulation 25 of the Public Services
Contracts Regulations 1991, the threshold is £3,236,542 (Euro 5,000,000)

The Regulations provide guidance on how to estimate the value of proposed tenders,
and you should refer directly to the appropriate Regulations when calculating the total
value of a proposed contract.

If, after calculation, the value of the contract exceeds the appropriate threshold, it will fall
within the scope of the Regulations. The method of calculation used depends upon the
type of purchase to be undertaken.
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EU TIMESCALES FROM DESPATCH TO OJEU

Table 2: Summary of time periods prescribed for the Open, Restricted and Negotiated
Procedures.

Expressions of Interest Receipt of Tender

Procedure (No of Days) (No of Days)

SUPPLY CONTRACTS

Open - 52
Restricted 37 40
Accelerated Restricted 15 10
Negotiated - with advert 37 -
Accelerated Neg_jotiated 15 -

Negotiated - without advert - -
SERVICES CONTRACTS

Open - 52
(with PIN) - 36
Restricted 37 40
(with PIN) 37 26
Accelerated Restricted 15 10
Negotiated- with advert 37 -
 Accelerated Neg_;]otiated 15 -

Negotiated - without advert - -
WORKS CONTRACTS

Open - 52
(with PIN) - 36
Restricted 37 40
(with PIN) 37 26
Accelerated Restricted 15 10
Negotiated- with advert 37 -
 Accelerated Negotiated 15 -

Negotiated - without advert - -

Notes:

o The count starts on the day after the notice is despatched to the OJ. If the last day is a
Saturday, Sunday or public holiday then the receipt or closing date will be the first
ordinary working day.

o PIN - Prior Information Notice

Extreme Urgency

In cases of extreme urgency it is possible to use accelerated restricted or negotiated
procedures. The use of the shortened time periods is strictly defined and their use must be
justified. The cause of the 'cases of extreme urgency' must be outside the Council’s control
and should be unforeseeable. It should be noted, for example, that having to spend funds
before a specific date would not be considered an appropriate reason.
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Meeting of: AUDIT COMMITTEE

Date: 26 JANUARY 2005

Report of: CHARTER FOR INTERNAL AUDIT
Reference: aud/audcomm/260105/Internal Audit Charter

Title: CHARTER FOR INTERNAL AUDIT

PUBLIC/EXEMPT ITEM
This item is for consideration in the public part of the meeting.

PURPOSE OF THE REPORT
To seek the Committee’s approval for a revised Charter for Internal Audit.

RECOMMENDATIONS
1. That the proposed Charter for Internal Audit be approved.

REPORT

In October 2001 Council approved the current Charter for Internal Audit as recommended by
the former Audit Task Group. Attached to this report is a proposed revised Charter for
Internal Audit. This reflects recent changes in emphasis for Internal Audit, including the
Accounts and Audit Regulations 2003, and best practice as detailed in the latest CIPFA
Code of Practice for Internal Audit issued in 2003.

As well as defining the way in which the Internal Audit function is established and undertakes
its functions, the revised Charter sets out how the work of Internal Audit assists in
establishing a Statement of Internal Control to comply with corporate governance
requirements, including risk management.

The Charter sets out how Internal Audit will liaise with and report to clients and also covers
their own obligations and responsibilities in relation to internal control and the management
of risk and in the context of Internal Audit work.

FINANCIAL IMPLICATIONS

None as a direct result of this report

LEGAL IMPLICATIONS

None as a direct result of this report

MONITORING OFFICER’'S COMMENTS
The Monitoring Officer has been consulted and has no further comments to add.

SECTION 151 OFFICER’S COMMENTS
The Section 151 Officer has been consulted and has no further comments to add.
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BACKGROUND PAPERS
CIPFA Code of Practice for Internal Audit in Local Government (2003)
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INTERNAL AUDIT CHARTER

Introduction

The main objectives of this Charter are to;

e Explain the role and objectives of Internal Audit in general terms;

e List the actual services provided by Internal Audit;

e Clarify the working relationship with senior officers, managers, staff and the Council’s external
auditors;

e Specify the operational responsibilities and standards applicable to Internal Audit; and

o Clarify the obligations of clients

Role and Objectives of Internal Audit

“Internal audit is an assurance function that primarily provides an independent and objective opinion
to the organisation on the control environment comprising risk- management, control and governance
by evaluating its effectiveness in achieving the organisation’s objectives. It objectively examines,
evaluates and reports on the adequacy of the control environment as a contribution to the proper,
economic, efficient and effective use of resources.” — CIPFA Code of Practice for Internal Audit in

Local Government in the United Kingdom 2003.

Internal Audit is established by the Council to review its activities with the objectives of:

e evaluating and reporting on the adequacy and effectiveness of the Council’'s system of internal
control, in accordance with statutory responsibilities created under s151 of the Local Government
Act 1972 and the Accounts and Audit Regulations 2003;

¢ helping the Council accomplish its objectives and fulfil its strategies;

e providing assurance to the Council as to the effectiveness of its policies, plans and procedures;

e supporting the Council by helping to improve the efficiency and effectiveness of its operations;

e optimising the contribution of, and levels of assurance provided by, audit and other review
agencies;

e supporting the corporate Best Value and CPA processes through the conduct of audit

assignments.

Statement on Internal Control

To comply with corporate governance requirements, the Council must publish a Statement on Internal
Control with the financial statements. This statement will represent an overall review of internal
control, including the processes of risk management, providing a broad reflection of the governance
of the Council.

A substantial element of this statement will be based on the result of Internal Audit work. To facilitate
this Internal Audit Reports contain opinions on the overall management of risks and the adequacy
and effectiveness of controls being reviewed. The Audit Committee will approve the Statement on

Internal Control to be signed by the Leader of the Council and the Chief Executive.
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Risk Management and Internal Audit

The existence of Internal Audit does not diminish the responsibility of Corporate Directors and Service
Heads to establish systems of internal control and to effectively manage both strategic and
operational risks relating to their Services. Under the Council’'s Risk Management Policy, Service
Heads have primary responsibility for the day-to-day management of business risk. This will be
underpinned by the Council’s Risk Register, which will be aligned to the Corporate Plan and the
business planning process.

As an independent appraisal function Internal Audit’s role is to assist managers in this process by
evaluating risk in areas under review, providing assurance wherever possible and making

recommendations to optimise levels of control.

Scope of Internal Audit
The scope of Internal Audit allows for unrestricted coverage of the authority’s activities and
unrestricted access to all records, assets, documents, correspondence and control systems deemed
necessary in the course of the audit. In addition, Internal Audit, through the Internal Audit Manager,
where deemed necessary, will have unrestricted access to:

e the Chief Executive;

¢ elected Members and the Audit Committee;

¢ individual Directors and Service Heads; and

e all authority employees.

In pursuing its objectives, Internal Audit will:

e seek to direct audit resources to areas presenting the highest risk to the authority;

e review the effectiveness of operations in meeting the published and planned objectives of the
Council;

e review the reliability and integrity of systems and procedures adopted to produce financial and
operational information;

e review the effectiveness of systems in ensuring compliance with relevant policies, plans, laws
and regulations;

e review the arrangements for safeguarding the Council’s assets and interests;

e review and evaluate the economy, effectiveness, and efficiency with which resources are
employed;

e conduct special reviews and investigations; and

¢ liaise with the Council’s external auditors in order to maximise the effectiveness of audit

activity.
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Audit Independence
The key determinant of the effectiveness of Internal Audit is that it is seen to be independent. To
ensure this, Internal Audit will operate within a framework that allows:

e unrestricted access to senior management;

e reporting in its own name; and

e segregation from line operations.
Objectivity will be preserved by ensuring that all audit personnel are free from conflicts of interest and
do not undertake any non-audit duties.

All Internal Audit activities will be carried out in accordance with the specific authorities provided by

the Council’'s Financial Procedures.

Location of Internal Audit

Internal audit is located within Financial Services, in accordance with the financial regulations, under

the direction of the Head of Financial Services (the Council's s151 Officer).

Internal Audit Responsibilities
The main areas of Internal Audit responsibility within the authority are to:

1. Review, appraise and report on:
e The effectiveness of arrangements to manage risk, maintain internal control and deliver
high standards of governance;
e The appropriateness and reliability of internal controls; and

e The suitability and reliability of financial and performance management information.
2. Investigate frauds and irregularities.

3. Support and advise on the development of new policies, strategies, processes and systems.

In managing the Internal Audit function, the Internal Audit Manager is responsible for:

e submitting an annual report to the Audit Committee detailing the performance of Internal Audit
for the previous financial year, and giving an opinion on the effectiveness of the Council’s
systems of internal control;

e managing the internal audit function and determining the scope and methods of audit activity;

e identifying areas of operation for internal audit review consistent with corporate and other
service plans and objectives;

e developing an annual operational plan based on an assessment of materiality and risk and
reviewing/revising the plan on a quarterly basis, identifying the resources needed to achieve it;

e submitting reports to the Audit Committee on the development, monitoring and review of the

annual plan and operational plans;
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e ensuring that Internal Audit work is effectively planned, controlled and recorded and is
undertaken with due professional care;

e reporting to management on the results of audit activities and agreeing actions for
improvements where necessary;

e reviewing the progress by management to implement the agreed actions for improvements;

¢ performing audit reviews in collaboration with the Council’'s external auditors, and;

e maintaining a suitably skilled, qualified, and experienced internal audit service.

Reporting Responsibilities
The Internal Audit Manager reports administratively and functionally to the Head of Financial Services

as the Council's s151 Officer. S/he is also authorised to report directly to the Chief Executive and all

levels of management as necessary.

The Internal Audit Manager will prepare and distribute to relevant managers a written report following

the conclusion of each audit, containing an agreed plan of action.

Internal Audit will review progress with agreed actions following the agreed implementation date. The
Internal Audit Manager will present the results of each audit and of each follow-up review to the Audit

Committee.

Audit Resources
The Internal Audit staffing structure will comprise a mix of qualified, technician and trainee posts.

The Internal Audit Manager will carry out a continuous review of the development and training needs
of all audit personnel, in line with the Council's scheme for Employee Development and Performance

Appraisal.

Internal Audit staff will contribute to regional Audit Group meetings as appropriate with a view to

participating in the development and sharing of best practice.

Client Liaison and Reporting

In addition to consultation on audit plans, Service Heads will also be consulted at the start of all audit
assignments. The audit plan and schedule of work will be posted on the Intranet and wherever

practical auditees will be given two weeks notice of audit assignments.

All substantive audit assignments will be the subject of formal reports. All reports will be drawn up in
consultation with auditees and agreed for factual accuracy. Findings will be discussed with a view to
agreeing actions for improvement as appropriate. Any unresolved issues will be reported as such

together with the reasons why an agreed action cannot be formulated.

Once agreed final reports will be issued to relevant managers, Directors and the Head of Financial
Services and a copy sent to the Audit Commission and a copy of the report will be posted on the

Intranet.
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All audit reports will be formally followed up to monitor implementation of agreed actions.

The Audit Committee will receive and review the findings of audit assignments as presented in the
completed reports ensuring management take appropriate action to implement the agreed actions,

and to remedy any internal accounting, organisational, or operational control weaknesses identified.
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Quality Control

Internal Audit Feedback questionnaires will be issued following each audit report to enable managers
to give feedback on the audit assignment in order to facilitate continuous improvement of internal
audit work. Every quarter the Internal Audit Manager will review the responses to the satisfaction
surveys and take action as appropriate. Outcomes from satisfaction surveys will be reported to Audit

Committee.

Relationship with External Audit

To ensure proper co-ordination of the authority’s overall audit arrangements, the Internal Audit
Service will, in conjunction with the authority’s external auditor, produce a protocol for liaison and joint

working and keep it under review.

The protocol will contain provisions enabling the Internal Audit Service to follow up external audit

reports and recommendations.

Client Obligations

Service charters not only require the obligations and responsibilities of the service provider to be
clear, but also those of the client. Effective service delivery is a two-way process. In the Internal
Audit and Risk Management context this is particularly important as Service Heads and managers
need to understand what their role is in relation to internal control and the management of risk. In

specific terms, this involves:

¢ identifying, evaluating and managing business (including financial) risks on a day-to-day basis in

accordance with the Council’'s Risk Management Policy;

¢ informing Internal Audit of proposed new systems to enable involvement from the outset, the
scope of involvement to be mutually agreed;

o identifying specific risk areas for potential review by Internal Audit;

e discussing risks identified with the Lead Auditor at the start of an audit assignment with a view to
agreeing the scope, objectives and methodology for the review, to be formalised in the audit brief;

e agreeing with the Lead Auditor the plan for the review including timescales, communication lines
and expectations, in-line with Corporate policy;

e providing constructive input and adequate resources to complete the review within the agreed
timescale;

e responding to audit requests and documentation on a timely basis ensuring that accurate, up-to-
date information is made available to auditors as required;

e evaluating and taking ownership of agreed actions, taking account of risk and cost-effectiveness,
and;

e implementing agreed actions in line with agreed timescales.
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Meeting of: AUDIT COMMITTEE

Date:

26 JANUARY 2005

Report of: INTERNAL AUDIT MANAGER

Reference: |IAM/AUDCTTEE/050126

Title:

INTERNAL AUDIT MONITORING

PUBLIC/EXEMPT ITEM

This item is for consideration in the public part of the meeting.

PURPOSE OF THE REPORT

To inform Members of progress with the 2004/05 Internal Audit Plan and to seek the
Committee’s approval for the proposed revisions to the plan.

RECOMMENDATIONS

1.  That the monitoring report is noted

2. That the proposed adjustments to the remaining work programme, as set out in section

3 of the report are approved.

REPORT

1. Background

1.1 The Internal Audit Plan for 2004/05 was approved by the Audit Committee on 28 July
2005.

2. Monitoring Position As At 17 January 2005

2.1 A detailed monitoring report, showing work undertaken to date against the plan, and
estimated days remaining following a comprehensive review of all activity is attached
as Appendix A.

2.2 Although good progress has been made with the majority of the plan, overall
performance has been affected by two major disciplinary investigations undertaken
by the Section (requiring 60 days more than provided for in the plan). The whole of
the General Contingency of 45 days has been applied to help cover this increased
workload. Options for providing some elements of audit work, particularly Computer
Audit, from external sources are currently being considered.

2.3 At 17 January 2005, it was estimated that there were 319.5 days work remaining in

the plan. This compares with available resources of 205, including a provision for 25
days of bought-in audit resources. As at 17 January, therefore, there was a potential
shortfall of resources of 114.5 days.
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Proposals for balancing the remaining workload are set out below:

Proposed
Work Area / Project Adjustment | Comments / Rationale
(Days)
The Council’'s emergency planning policy and
Emergency Planning -17.0 procedures have been reviewed and updated this
year. See also the next item.
The Civil Contingencies Bill will place greater
emphasis on Business Continuity Planning
Business Continuity arrangements during 2005/06 and it is proposed to
Planning -16.5 hold this work over to support the Council’s
approach and consider the relationship with
emergency planning arrangements.
_ _ Strategic Housing operations have been examined
Strategic Housing -15.0 in one of the investigations undertaken this year.
In view of new arrangements and increased
, _ workloads arising from the Council’s licensing
Licensing -15.0 responsibilities, it is proposed to hold this work to
the 2005/06 audit plan.
Options for entering into an arrangement with
Lancashire County Council to provide Computer
_ Audit coverage are currently being explored. For
Computer Audit -40.0 this year, it is intended to undertake a risk analysis
(estimated to take 10 days) to help define the scope
and approach to future computer audit programmes.
o The original plan included three audits totalling 47
Sustainability/Local days. Discussions have been held with the Head of
Plans/Planning -19.0 Planning and Building Control to cover these areas
Applications within a single project at a reduction of 19 days.
Arrangements to support the production of a robust
Statement on Internal Control (SIC) for 2004/05 are
Corporate Governance currently a major area of work. It is proposed to
and Statement on combine the outstanding budget on Partnerships
Internal Control / +8.0 with the ongoing work on Corporate Governance
Partnerships and the SIC. Options are also being explored for
liaising with Lancashire County Council to develop
the approach.
Total Adjustments: -114.5

Conclusions

The adjustments proposed do represent a relatively high percentage (13%) of the
annual audit plan in terms of the number of days provided. Notwithstanding this, the
adjustments are designed to ensure that remaining resources are devoted to key
areas of work, particularly those connected with providing assurance on the internal
control environment and the production of the annual Statement on Internal Control.
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In appropriate circumstances, some audit work originally scheduled for the current
year will be held over to the 2005/06 audit plan.

4.2 It is anticipated that discussions with other authorities will bring benefits from joint
working arrangements and enable a clearer and more flexible approach to some
elements of work in the future, particularly in computer audit work.

FINANCIAL IMPLICATIONS

In producing the Revised Budget for the Service, it was envisaged that approximately £22K
would be used to buy in audit resources (approx 100 days). If only 25 days are used as
provided for in the updated Plan, there would be a saving in the region of £15K. It is
possible, however, that further resources may be required either once the outcome of the
Computer Audit risk analysis is known, or in connection with Corporate Governance work.
This would be managed within the available budget.

LEGAL IMPLICATIONS

None arising from the report

MONITORING OFFICER’'S COMMENTS

The Monitoring Officer has been consulted and has no comments to add.

SECTION 151 OFFICER’S COMMENTS

The Section 151 Officer has been consulted and has no further comments to add.

BACKGROUND PAPERS
Internal Audit Plan 2004/05
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Meeting of: AUDIT COMMITTEE
Date: 26 January 2005
Report of: Internal Audit Manager
Reference: aud/audcomm/260105

Title: Results of Internal Audit Work

PUBLIC/EXEMPT ITEM

This item is for consideration in the public part of the meeting.

PURPOSE OF THE REPORT

To inform the Committee of the results of Internal Audit work for the period.
RECOMMENDATIONS

1. That the report is noted

REPORT

Introduction

Part of the Audit Committee's terms of reference is:

"To receive and review the findings of both Internal and External Audit examinations and to
ensure that management takes appropriate action to implement agreed recommendations
and to remedy any internal accounting, organisational or operational control weaknesses

identified." (Constitution part 3, section 7, § 10)

Results of Internal Audit Work to 14 January 2005

The summary report and action plan from each completed audit and the summary report for
each follow-up review is submitted for Members' consideration. For each audit, a fuller
combined report including the Summary, Action Plan and Detailed Report has been posted
on the Council's Intranet under Services->Financial Services ->Internal Audit->Audit
Reports.

If there are any specific questions about a report, or more detailed information is required, it
would help if Members could contact me on telephone number 582045 or email
dwhiteway@lancaster.gov.uk prior to the meeting.

The following reports are included separately on the agenda:
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New Audit Reports

Audit Title

030510 — Economic Development — Marketing & Promotion
030511 — Markets

030540 — Supported Housing Services

030560 — Software Licensing

040565 — Housing Benefits & Council Tax Benefits

Follow-Up Reviews

Audit Title

020465 — Cultural Facilities & Performances

020473 — Street Cleansing & Refuse Collection
020476 — Payroll Waged Employees

020481 — Parks & Open Spaces

020485 — Highways Agency

020487 — Sustainability

020502 — Payroll Salaried Employees

030506 — Sea & River Defences

030507 — Tourism — Promotions

030512 — HBen & CTax Ben 2003/04 Processing of Claims
030518 — HBen & CTax Ben 2003/04 Overpayments

Report Date

10 November 2004
09 September 2004
13 January 2005

29 September 2004
05 November 2004

Report Date

10 January 2005

10 December 2004
26 November 2004
02 September 2004
24 December 2004
05 October 2004

26 November 2004
30 November 2004
17 September 2004
04 November 2004
14 October 2004

Matters Arising from Audit Reviews

There are no significant matters arising from the conduct of the above audit reviews with
good progress being made to implement agreed actions, although the following issues are
worthy of note:

Following Internal Audits involvement in the Payroll Follow-up Reviews an Assistant
Auditor is now an integral part of the Project Team responsible for the procurement of a
replacement HR and Payroll system;

Detailed consultation arrangements with stakeholders, particularly in relation to matters
involving sustainability, street cleansing/refuse collection and the Highways partnership,
were on hold awaiting publication of the Council's Corporate Consultation Strategy.
Since its publication, relevant officers have been consulting with stakeholders with a view
to this work being completed by the end of the current financial year at the latest.

Results of Responsive Audit Work (Advice, Support and Investigations)

In addition to scheduled audit work, the following main pieces of responsive work have been
undertaken:

Investigations

The Principal Auditor and Internal Audit Manager have separately undertaken a
significant amount of work as Investigating Officers in two complex and wide-ranging
disciplinary investigations. Both investigations have been very time consuming, involving
a large number of witness testimonies and evidence gathering, and have been
conducted in full compliance with the Council’s Disciplinary policies and procedures.

The first of these investigations has now been concluded following a lengthy hearing
process. The second investigation is still ongoing, with the investigation report currently
being considered by the Service Head concerned.
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Any agreed actions relating to procedural or managerial issues arising from these
investigations will be reported to the Committee in due course.

» Procurement Strategy Development 2004/05

Internal Audit continues to play an instrumental part in the Procurement Strategy Group
led by the Corporate Director (Central Services). Work has involved revising the
Council's Procurement Strategy for 2004 -2006, approved by Cabinet in August 2004,
and putting into place a number of the practical measures within the strategy. As well as
developing guidance for working in partnership and revising the Council’'s Contract
Procedure Rules, as set out elsewhere on the Agenda, Internal Audit have; assisted in
implementing a corporate purchasing card facility pilot scheme; updated the
Procurement pages on the Council's website and Intranet, and, more recently,
considered options for an electronic contracts register to be available authority-wide.

= Corporate Governance & Statement on Internal Control (SIC)

Internal Audit was instrumental in producing the 2003/04 Statement on Internal Control
and Corporate Governance in accordance with the Accounts and Audit Regulations
2003. Regulation 4 of the Accounts and Audit Regulations requires the Council to
maintain a sound system of internal control, including risk management and include a
Statement on Internal Control and Corporate Governance with the published accounts.

Internal Audit is currently reviewing arrangements to ensure full compliance with the
Regulations for the current financial year. A database is currently being developed to
inform annual (and ongoing) reviews of the Council’s system of internal control, including
risk management and corporate governance arrangements. This will help identify,
coordinate and evaluate all relevant sources of assurance as to the effectiveness of the
internal control environment and help focus on areas where improvement is needed to
achieve the Council’s principal responsibilities and objectives.

This is a key piece of work in progress and | will provide a verbal update at the meeting.
In the meantime, Internal Audit is carrying out its own reviews of the Council’'s corporate
governance and financial management arrangements, to develop and inform the
process.

= Contract Final Account Audits 2004/05

Internal Audit has conducted five final account audits on engineering contracts. Four of
these contracts have exceeded the approved contract sum by more than the established
thresholds, mainly due to additional works being added to the contract from the
Lancashire County Council Capital Programme. In each case, the reasons for the
overspend has been reported to Cabinet in accordance with the Council’'s Financial
Regulations and Procedures and no further matters need to be brought to Members
attention.

FINANCIAL IMPLICATIONS

None arising from this report

LEGAL IMPLICATIONS

None arising from this report
MONITORING OFFICER'S COMMENTS

The Monitoring Officer has been consulted and has no comments to add.
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SECTION 151 OFFICER’S COMMENTS
The Section 151 Officer has been consulted and has no further comments.
BACKGROUND PAPERS

Internal Audit Files
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LANCASTER

enaeonvenm Internal Audit Report

Promating City, Coast & Countryside

03/0510 - Economic Development - Marketing and Promotion

Contents

Basic Information

Headline Messages

Overall Opinion

Action Plan

Basic Information:

Report Date: 10 November 2004

Lead Auditor: Lorraine Woollard - Assistant Auditor

Supervisor:  Robert Bailey - Principal Auditor

Scope: To review the arrangements in place for Marketing, Promotion and Business
Development in the area.

Objectives:  To provide assurance that significant risks are identified and effectively
managed, and that control measures in place are appropriate, robust and reliable.

Headline Messages:

QO During the course of the audit a Marketing Strategy was developed.

O The newly developed Marketing Strategy includes targets to measure the
effectiveness of promotional activity.

O The Service works efficiently to maximise the impact of campaigns aimed at
raising the profile of economic development and regeneration in the area.

O Appropriate officers are aware of and comply with relevant corporate
standards such as the press and media guidelines.

QO Steps are currently being taken to improve the effectiveness of the Service's
decision making.

O Steps are currently being taken to ensure that staff responsible for building
capacity through partnering/external funding have the necessary sKkills..

O Thereis scope to improve management of current partnership arrangements.

Printed on 18/01/05 Page 1
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Overall Opinion:

An initial meeting was held to establish the risks associated with current arrangements in place
for economic development marketing and promotion in the area. The audit concentrated on
those areas posing the highest risk to the Authority.

At the start of the audit an Economic Development Marketing and Promotions Strategy was not
in place. A marketing and advertising plan had been prepared, driven by the Regeneration and
Community Strategies, to ensure that the budget was appropriately targeted in accordance with
Corporate priorities. The annual marketing plan constitutes a schedule of planned promotional
activity, which demonstrates the basis for the Authority's commitment to the promotion of
employment opportunities and inward investment through the types of promotional activity
funded. During the course of the audit a Marketing Strategy was developed to provide a context
for the plan and provide a direct link to the Service Business Plan the Corporate Plan.

The Community Strategy and Corporate Plan have aspirations for a significant level of inward
investment but due to budget restrictions, it is considered that current resources are inadequate
to support the targets identified. Plans to be developed within the next two years however
include charging Economic Development Zone projects a levy to secure additional funding with
which to deliver a regional marketing campaign aimed at attracting inward investment. A
strategy for marketing the EDZ will be produced at this time to ensure that use of the funding is
properly planned and prioritised. This strategy will be linked to the Regional Marketing Campaign
to be developed in conjunction with the Lancashire West Partnership (LWP), as identified in the
Community Strategy and Corporate Plan.

The Service works efficiently to maximise the impact of campaigns aimed at raising the profile of
economic development and regeneration in the area. Marketing campaigns are conducted in-
house and expenditure is properly budgeted with full advantage being taken of low cost
marketing media with a high impact. The challenge now is to develop performance monitoring
arrangements to effectively measure the impact of promotional campaigns and inform future
marketing activity. As part of the newly developed Marketing Strategy targets have been
identified to measure the effectiveness of promotional activity.

Appropriate officers are aware of and comply with relevant corporate standards such as the
press and media guidelines, and corporate identity and style guide. Suitable arrangements have
been made to ensure that recent developments or improvements to the area are well publicised,
and good use is being made of the Council's website in order to promote and market the area,
and to advertise services available to both existing businesses and potential investors. Good
arrangements have been made to ensure that effective links exist with potential investors, the
business community and other Council Services.

Steps are currently being taken to improve the effectiveness of the Service's decision making.
Whilst current information systems are considered adequate, a lack of training in their use, and
the manner in which information is recorded has hindered the production of effective
management information. A mechanism is required therefore to formalise procedures for
recording and maintaining information. Within the next few weeks a new web-based Client
Management System is to be installed. The software is to be used by all the Sub Regional Local
Authorities and its implementation should ensure that information stored regarding property,
contacts and enquiries will be more integrated, and facilitate effective decision making.

The Service is currently taking steps to address identified training needs to ensure that staff
responsible for building capacity through partnering/external funding have the necessary skills to
make the best of opportunities available. There is however still scope to improve management of
current partnership arrangements. The Service has entered into a partnership arrangement with
two organisations and whilst arrangements have been formalised for one of the partnerships in
the form of a Service Level Agreement, no agreement exists relating to an annual payment

Printed on 18/01/05 Page 2
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made to a second organisation. During the course of the audit the organisation in question has
been contacted to request that a formal agreement be introduced. Whilst current partnership
arrangements are considered to provide value for money, a formal mechanism for reviewing and
reporting on the performance of partnerships needs to be developed in order to demonstrate that
they are meeting Corporate aims and objectives.

Report Agreed By: Head of Economic Development and Tourism

I would like to thank the members of the Service(s) involved in the audit for their contributions
and cooperation in the audit.

Derek Whiteway CPFA, Internal Audit Manager

Distribution: Head of Financial Services
Corporate Director (Regeneration)
Head of Economic Development and Tourism
Principal Economic Development Officer
Marketing Officer
Members of Audit Committee
Audit Manager (District Audit)
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LANCASTER

CITY COUNCIL Internal Audit Report

Promating City, Coast & Countryside

03/0511 - Markets

Contents

Basic Information

Overall Opinion

Action Plan

Basic Information:

Report Date: 09 September 2004

Lead Auditor: Dawn Buttle & Amanda Robinson

Supervisor:  Robert Bailey - Principal Auditor

Scope: A risk based review of the Council's arrangements for markets administration.

Objectives:  To provide assurance that significant risks are identified and effectively
managed, and that control measures in place are appropriate, robust and reliable.
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03/0511 - Markets

Overall Opinion:

Areas covered within this review suggest that on the whole markets are well managed. Whilst
markets nationally are declining Morecambe Festival Market in particular is thriving and a waiting
list of traders is maintained.

The Authority is well aware of the problems associated with the running of Lancaster Market, not
least the budget deficit, and a Cabinet Committee, the 'Lancaster Market Committee’, was set up
in 2003 to consider the strategic issues and in particular those arising from the Best Value
Review of Assets and Facilities. Due to the work of that Committee the emphasis of this audit
was procedural issues, though the need to document the aims and objectives of markets to
ensure that they are appropriately represented in the business planning process was noted.

Procedures for the operation of markets are to be documented and issued to all relevant staff.
The staffing structure is currently being reviewed and the restructure will provide the opportunity
for operational efficiencies to include devolving ordering to the markets through making the new
Market Managers responsible spending officers.

Risks relating to invoicing, cash income, banking and reconciliation procedures are well
managed, although a mutual agreement between Revenues and Property Services means that a
receipt is not issued at the time of transferring monies in accordance with the Council's
Constitution. However there are major concerns regarding the safety of staff collecting monies
from the Charter Market and Assembly Rooms, and subsequently transferring monies collected
to central cashiers for banking, the amounts carried far exceeding the limits set out in the
insurers' money policy. These issues are to be addressed through proposed changes to the
operation of the Charter Market, the staffing restructure, encouraging traders to pay by direct
debit and consideration of banking through Securicor.

Report Agreed By: Head of Property Services

| would like to thank the members of the Service(s) involved in the audit for their contributions
and cooperation in the audit.

Derae W
Derek Whiteway CPFA, Internal Audit Manager

Distribution: Corporate Director (Regeneration)
Head of Property Services
Head of Financial Services
Members of Audit Committee
Audit Manager (District Audit)
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LANCASTER

CITY COUNCIL Internal Audit Report

Promating City, Coast & Countryside

03/0540 - Supported Housing Services

Contents

Basic Information

Headline Messages

Overall Opinion

Action Plan

Basic Information:

Report Date: 13 January 2005

Lead Auditor: Lorraine Woollard - Assistant Auditor

Supervisor:  Robert Bailey - Principal Auditor

Scope: To review the effectiveness of arrangements in place for delivery of the

Authority's Welfare Services.

Objectives:  To provide assurance that significant risks are identified and effectively

managed, and that control measures in place are appropriate, robust and reliable.

Headline Messages:

Q

o

Good channels of communication exist between the Elderly Services
Manager and sheltered housing scheme managers.

The Authority is to continue to work closely with its partners to develop an
effective mechanism for co-ordinating and communicating information and
advice.

Tenant involvement within sheltered housing schemes will be further
developed.

The 'No Secrets in Lancashire' joint strategy has been adopted for the
protection of vulnerable adults from abuse.

Support plans will be properly assessed and reviewed and procedures will
ensure that the tenant is kept fully informed of arrangements made.
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03/0540 - Supported Housing Services

Overall Opinion:

An initial meeting was held to establish the risks associated with current arrangements in place
for delivery of the Authority's Supported Housing Services. The audit concentrated on those
areas posing the highest risk to the Authority including the protection of vulnerable and elderly
citizens from abuse; provision of support/advice to vulnerable and elderly citizens; up to date
support plans; and effective communication with sheltered housing scheme managers and
residents. The main focus of the audit was on Supported Housing Services provided by Council
Housing Services.

Scheme Managers have often experienced difficulties in the absence of the Elderly Services
Manager as she is the only senior officer who currently has the necessary expertise and
knowledge to support them. This was recognised and has been addressed in the recent
restructure of Council Housing Services.

Through the Tenant Participation Compact, the Authority is committed to ensuring that all tenants
have an opportunity to be involved in the management of their homes, and good arrangements
are in place to ensure effective communication with Sheltered Housing residents. Tenants have
a variety of options available to comment on service delivery including satisfaction surveys,
although previous surveys have not included questions specifically aimed at sheltered housing
residents. Sheltered Housing tenants tend to be consulted about issues that directly affect
them, often on a very informal basis. Tenant involvement within Sheltered Housing Schemes is
to be further developed by encouraging scheme specific forums and a joint Sheltered Housing
Forum. This is an ideal way in which sheltered housing residents can be consulted about the
management of their homes and inform future service delivery.

In October 2001 a joint strategy to protect vulnerable adults from abuse was developed by
Lancashire Social Services in collaboration with various partners, including the Health Service,
District Councils, Police and other associated organisations. At the time, Lancaster City Council
endorsed the 'No Secrets in Lancashire' document demonstrating, to an extent, its commitment
to the protection of vulnerable adults. There is a now a need to ensure that arrangements in
place for the protection of vulnerable adults from abuse comply with guidance detailed in the 'No
Secrets' document.

It is recognised that there is a need to work closely with partners and other stakeholders to
develop an effective mechanism for co-ordinating and communicating information/advice, and to
seek a clear pathway to comprehensive, co-ordinated and structured advice and support
regarding housing options available for vulnerable and elderly citizens. In line with the corporate
response to achieving Level 2 of the Equality Standard for Local Government, arrangements will
be reviewed to ensure that hard to reach groups are properly informed about housing services
available
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03/0540 - Supported Housing Services

Report Agreed By: Head of Health and Strategic Housing Head of Council Housing

I would like to thank the members of the Service(s) involved in the audit for their contributions
and cooperation in the audit.

Derele l»)'h-—@..rn-a-
Derek Whiteway CPFA, Internal Audit Manager

Distribution: Head of Financial Services
Corporate Director (Community Services)
Head of Health and Strategic Housing
Chief Housing Officer
Strategic Housing Manager
Principal Management Officer (Council Housing)
Members of Audit Committee
Audit Manager (District Audit)
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LANCASTER

mnaesemven Internal Audit Report

Promating City, Coast & Countryside

04/0560 - Software Licensing

Contents

Basic Information

Overall Opinion

Action Plan

Basic Information:

Report Date: 29 September 2004

Lead Auditor: Amanda Robinson - Assistant Auditor

Supervisor:  Robert Bailey - Principal Auditor

Scope: To review the Council's arrangements for ensuring all software (programs used
in computer systems (e.g. operating systems and application programs) and the
magnetic disks, tapes etc. on which they are recorded) used within the
organisation are legitimate and compliant with applicable licences.

Objectives:  To provide assurance that significant risks are identified and effectively
managed, and that control measures in place are appropriate, robust and reliable.

Printed on 18/01/05 Page 1
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04/0560 - Software Licensing

Overall Opinion:

This review concentrated on Authority procedures to ensure compliance with software legislation,
the Authority having recently been approached by FAST (Federation Against Software Theft), an
anti-piracy organisation wanting to check compliance and promoting their membership scheme
and Audit Certification Programme.

Information Services maintain a database of software licenses and are working towards regular
software audits. A system, Track-It, updated from the live infrastructure, is capable of listing
software running and is currently ‘auditing’ in excess of four hundred PCs on a daily basis. Once
fully operational (i.e. all Authority PCs included) regular reconciliations of the information
produced to that held on the licenses database will evidence compliance.

It is apparent that current policy relating to software is ineffective and there is a need to raise
Corporate awareness, understanding and compliance. The Corporate Policy on the Use of PC
Software is to be reviewed and promoted with the E-mail and Internet Policy and Information
Security Policy and all users will be required to 'sign up' to compliance. A list of software which
users can legitimately download from the Internet is also to be posted on the Intranet thus
making it clear that all other downloads need appropriate prior approval.

Procedures, particularly relating to software purchasing and installation, are to be improved
through centralisation thus enabling prompt update of the licensing database, improved software
security and the introduction of a definitive software library per best practice promoted by ITIL (IT
Infrastructure Library) which supports and is supported by the British Standards Institution's
Standard for IT Service Management (BS15000).

Whilst this audit is unable to give assurances that the Authority is currently compliant
implementation of the resulting agreed actions will demonstrate how the Authority is working
towards compliance.

Report Agreed By: Operations Manager

I would like to thank the members of the Service(s) involved in the audit for their contributions
and cooperation in the audit.

Derae Mﬂ—a
Derek Whiteway CPFA, Internal Audit Manager

Distribution: Corporate Director (Central Services)
Head of Information Services
Operations Manager
Head of Financial Services
Members of Audit Committee
Audit Manager (District Audit)

Printed on 18/01/05 Page 2



Page 128

LT:0v:0T S0/T0/8T U0 padnpoid

S00¢C YdJeN T€

‘pawuelb Bulaq ssadoe swaisAs 01 Joud saloljod
11 8reso0diod yum aoueldwod 0} dn ubis siauels mau |e
1Byl aInsua [m S| "aoueldwod 01 dn ubis 0] palinbai aq
[I!m oym Jess e 01 Ad1jod A1ind2as uoiewloju] pue Adljod
18UJ9U| pUR [reW-3 8yl YIM panssi aq [|IM )l PaSIASI
labeue|y suoneladO sl alemyos Dd J0 asn ayl uo Adljod arelodio) 8yl 8duQ ‘2

94

¥00¢ 18quiadeq TE

a1eq 19bue |
uoneiuawsa|dwy

‘S| uiyum Jess areldoldde o1 ajgejrene aq |im Buiseyaind
2Iemyjos 1o} sainpadoid payuawnood (000STSH

% Areiqi ainonaselu) 11) adnoeld 1saq Jad paurejurew
aq 0} Aleiql| 8J/eMy0S SANIULBP B ‘SasuUall| pue

a1emyjos Jo Apoisna ay) Joy a|qisuodsal ag 0} osfe aJe

S| "(Aarjod uaung Jad ajgisuodsal) speaH a2IAI8S ueyl
areldoldde asow Buiaqg Ajgissod sueipoisnd uonew.ou|
‘saseyaind yons asuoyine pjnoys oym o} uanib

9 0} S| UOITRIBPISUOD pue ‘aseqerep asuadl| arep o1 dn
pue aAisuayaldwod e Jo asueuaiurew ayl bulgeus snyy

‘suolre|jeisul pue saseyaind aemiyos |[e Jo} ajgisuodsal "21eM1J0S Jo uonnguisip pue Buiseyaind sy
8¢ 0] aJe S| "IUSWNJ0P SUO Ul Pasifeuonel pue pasiAsl [011U0D A[aAi08Y8 01 ainjrey e yBnouy) aremyos
labeue|y suonesado 8Q 0] SI 9/eM)0S Dd Jo asn ay) uo Agijod ajesodiod T pasuaoijun Buisn aq Aew Auoyiny ayL

[euonelado - g :dnayysiy

Aujigisuodsay uonoy pesiby Asty

Buisuaol] aremyos - 0950/70 00

av

SPisARnGS 7 15800 AND Bunouioig

Ugd UOIIJY - JIPNY [euJdlu| RLSARIOSFNAN)

YJLSVONVI




Page 129

LT:0v:0T S0/T0/8T U0 padnpoid

00z Joqwialdas gz :UQ panss| 1ioday

labeuey suonesadg  :Ag peaiby ugj uonoy

¥00¢ 19qwisdaq 1€

"saw |[e ye umouy| si saldod Jo sinogealaym pue Jagquinu
ay) reyl ainsua 01 panoidwi aq 01 aJe Loddns swaisAs Aq

labeue suonesadO  asn Joj S| Aq aremyos Jo Buikdoa ayy 01 Bunejal sjouod

‘a.Iemyos
10} sjuswiabuelre AlINdas arenbapeul ybnoiyr
me| ayl yum Ajdwod o} |rey Aew Anloyiny ayL

¥00¢ Jeqwiadeq T€

‘saulyoew DO 0lUo alemyos Buipeo| (Siueynsuod
‘6 8) saiued paiyl 01 Bunejal sa|nJ ay) Jes|d ayew |[Im

JaBeuey suonelado  81em1J0S Dd J0 8sn 8yl uo Ad1j0d arelodio) pasinal ay L

‘Auoyiny ayl Aq pakojdwa jou sfenpialpul
JO suonoe ay) ybnoiyl sme| Buisuadl| aremyos
yum Aldwod jou Aew swialsAs s ALoyiny ay L

¥00¢ Jeqwiadaqg T€

‘renoidde Joud paau
SpeojuUMOop JBY10 |[e Jeys Jea|d 1 Bupew snyi 1auenu)
ay1 uo parsod aq |m uoissiwiad Inoyum 1oulaiul ayl

Jabeuey suoneiadQ woJ} peojumop Aew saakojdwa Yyaiym aemyos Jo 1S1| vV

94

¥00¢ 18quiadeqg Te

a1eq 19bue |
uoneiuaws|dwy

‘S| Jo abpamouy| syl INoyuM asn ojul Xoeq ybnoliq
Apuanbasqgns jou ase Asy) reys ainsua o0} pauayibuans
8q 0} aJte S| 01 SDd padejdal Buiuinial JaAO S|0U0D

'ssa204d uoneljouodal ayl dn paads 01

padojanap aq ued sabueyd jo suodal Ajyiuow Jeyy padoy
S11| "oseqerep asuadl| ay) Jsurebe paonpoid uonewoyul
3y} Jo suonel|iouodal rejnbal pue WalsAs 1-xoel ]

laBeue suonesado ay1 ybnouy supne alemios [N} spiemol Bunjiom ale g

Aljigisuodsay

€

uonoy paalby

"2Jemyos Jo uonngriasip pue Buiseyaind ayy
|0U0D AjaA108Y8 01 ainjiey e ybnolyl aremyos
pasuadijun Buisn aq Aew Ajuoyiny ayL
[euonelado - g :dnayisiy

ISy

Buisuadlq] 8s/emios - 0950/vy0 4P

¢dv



Page 130

LANCASTER

CITY COUNCIL Internal Audit Report

Promating City, Coast & Countryside

04/0565 - Housing Benefits and Council Tax Benefits 2004/05

Contents

Basic Information

Headline Messages

Overall Opinion

Action Plan

Basic Information:

Report Date: 05 November 2004

Lead Auditor: Amanda Robinson - Assistant Auditor

Supervisor:  Robert Bailey - Principal Auditor

Scope: To review the Council's arrangements for Housing Benefit and Council Tax
Benefit payments concentrating on Counter Fraud.

Objectives:  To provide assurance that significant risks are identified and effectively
managed, and that the control measures in place are appropriate, robust and
reliable.

Headline Messages:

O Counter fraud activities are well managed.

QO Counter Fraud performance is 97% compliant with the Department for Works
and Pensions (DWP) Performance Standards.

QO Staff are accountable for performance and strive for continuous
improvement.

Printed on 18/01/05 Page 1
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04/0565 - Housing Benefits and Council Tax Benefits 2004/05

Overall Opinion:

Housing Benefits and Council Tax Benefits were divided into seven functional areas per the
DWP Performance Standards at the start of the 2003/04 audit review. The areas were prioritised
for audit coverage with a view to gaining assurance that Standards set were being achieved and
actions introduced to ensure continued improvement were appropriate and robust. Counter
Fraud was selected for review this year as the third priority, the higher priorities, 'Processing of
Claims' and 'Overpayments' being covered last year.

The Claims Security Team had completed their Performance Standards Self Assessment, just
prior to the audit, results showing them ninety seven percent compliant. Whilst the audit did not
repeat the Self Assessment, elements of it were included within the review. All standards
covered within the audit were considered in place.

This audit concludes that the Authority's Counter Fraud arrangements are well managed through
appropriate, established procedures compliant with legislation and in-line with DWP guidance
and Corporate Policy. Arrangements are in place for continued improvement including active
involvement with appropriate external bodies, keeping abreast of legislative changes, appropriate
training and fraud awareness for all benefits staff and quality checking and review mechanisms.

Only two agreed actions resulted from the hundred plus controls covered, both of which are
considered low priority and one, relating to staff acknowledging receipt and understanding of the
Corporate Anti-Fraud and Corruption Policy and Strategy and Service specific policies relating to
fraud, having subsequently been implemented.

It was evident throughout this review that the Claims Security Team aims high in terms of
standards and performance and it should be congratulated on its achievements.

Report Agreed By: Chief Revenues Officer

| would like to thank the members of the Service(s) involved in the audit for their contributions
and cooperation in the audit.

Derae W
Derek Whiteway CPFA, Internal Audit Manager

Distribution: Corporate Director (Central Services)
Chief Revenues Officer
Benefits and Customer Services Manager
Principal Officer (Claims Security)
Management and Administration Officer
Head of Financial Services
Members of Audit Committee
Audit Manager (District Audit)

Printed on 18/01/05 Page 2
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LANCASTER :
Internal Audit - Follow Up Summary Report

Promoting City, Coast & Countryside

Job: 03/0512 - Housing Benefits & Council Tax Benefits 2003/04 (Processing of

Date of Final Report: 10 October 2003
Agreed By: Benefits and Customer Services Manager
Date of Follow-Up: 04 November 2004

Overall Opinion on Follow Up:

Two agreed actions resulting from the original review are no longer relevant through legislative
changes abolishing benefit periods. Progress has been made on implementing all remaining
agreed actions, eight being fully implemented and implementation ongoing in respect of the
other two, one of which is not due to be implemented until next March.

Improved performance monitoring identifying trends, patterns and remedies for feedback to
assessors has seen steady progress in BVPI outturns:
- the 90% target for processing new claims within 14 days being exceeded in August 2004
with 91%;
- the 36 days target for deciding new claims being exceeded in July and August with 31 and
28 days respectively; and
- the 9 days target for processing changes in circumstances being exceeded in August with
6 days.
The Service is currently introducing a new system aiming to further improve performance, BVPI
targets to be allocated on a team, rather than individual, basis.

Claims having in excess of the capital allowed are now ‘fast-tracked' to Assessors by the
Benefits Verification Assistants allowing prompt notification of non-entitlement to benefit. The
majority of decisions based on determinations by the Rent Service are within the two day
target.

Financial Services have introduced independent reviews of bank reconciliations, the reviewing
officer signing a printed copy of the reconciliation.

Remedy has been sought from Academy ensuring that the amount of benefit awarded cannot
exceed the chargeable debit. A review of the document management system is currently
underway funded through the DWP Help Fund, priority being to get the system up to date and
extend usage to private tenants by March 2005.

There was one unresolved issue from the original audit relating to cheques being crossed 'not
negotiable'. Risks associated with this method of payment are recognised by the Service
though the Benefit Fraud Inspectorate report in July 2000 found the Authority no more prone to
fraud through this method of payment. A working group has now been formed with a view to
introducing BACS payments for all landlords by the end of this financial year and all claimants
by March 2006.

Produced on 18/01/05 10:35:09 Page 1
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Job: 03/0512 - Housing Benefits & Council Tax Benefits 2003/04 (Processing of

Summary Results of Follow Up:

Progress with Implementation of Agreed Actions

Fully implemented
66%

Implementation
ongoing

Implementation Status ANO- of
ctions
Agreed action has been fully implemented 8
Agreed action is in the process of being implemented 2
Agreed action is no longer relevant 2

Produced on 18/01/05 10:35:09 Page 2
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Job: 03/0512 - Housing Benefits & Council Tax Benefits 2003/04 (Processing of

Implementation of Agreed Actions - Detail Ref

Agreed action has been fully implemented:

. The Service are to improve the time taken to process applications to the Rent 004545
® ) - o : :
@ Service, aiming for within two days, through the implementation of the new
staffing structure. The Service will also seek to improve the time taken to
effect decisions based on the determinations.
. The Service will continue to seek improvement in the speed of deciding claims 004542

. o . .
@ aiming to reduce the average time taken to under 36 days through increased
resources and continuous review of processes.

< The Service will continue to seek improvement in the speed of deciding claims 004541
@ aiming to achieve 90% decided within 14 days of receipt of information through
increased resources and performance monitoring.

2; The Principal Benefits Officer (Systems Support) will continue to seek remedy 004650
@ from Academy to ensure that the amount of benefit awarded cannot exceed the
chargeable debit. A report, claim integrity, is expected to be amended soon
making such cases easier to identify for manual correction.
2; The Exchequer Services Officer will independently review and sign off bank 004649
@ reconciliations carried out by the Accounts Clerk thus introducing an element of
independence to the reconciliation process.
2; Claims relating to those identified as having in excess of the maximum capital 004635
@ allowed, by the Benefits Verification Assistants, will be ‘fast-tracked' to the
assessors to enable immediate notification of non-entitlement to benefit.
2; A system is to be set up to identify trends, patterns and remedies following 004593
@ feedback from management checks.
2; The Service will continue to seek improvement in the time taken to process 004556
@ changes of circumstances to nine days, per the performance standards,

through increased resources and continual review of processes.

Produced on 18/01/05 10:35:10 Page 3
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Job: 03/0512 - Housing Benefits & Council Tax Benefits 2003/04 (Processing of

Agreed action is in the process of being implemented:

L

L

i

L)

The Principal Benefits Officer (Performance Monitoring) is currently reviewing
procedures with regards target setting and making recommendations which will
contribute to Service improvement. Once recommended changes are
implemented the effects of the changes are to be monitored on an ongoing
basis to ensure the desired outcomes are achieved and to make ongoing
adjustments as appropriate.

The Service accept the need for electronic property details and a review of the
document management system is currently underway funded by the DWP Help
Fund. The priority is to get the system up to date in terms of system releases
and extend usage to private tenants by December 2004. Once all claims are
dealt with through the system consideration will be given to the development of
electronic property details.

Agreed action is no longer relevant:

A

ik

A

T

Responsibility for identifying renewals has recently been transferred to the

Benefits Verification Assistants and such cases are to be dealt with as a priority

with a view to improving processing times. The improvement will be monitored
on an ongoing basis through the BVPIs and changes will be made if
appropriate.

A monitoring system is to be introduced for analysing the reasons for failure to
report changes with a view to providing guidance on the tailoring of benefit
periods and to identify trends and patterns.

004543

004637

004579

004559

Derek Whiteway CPFA, Internal Audit Manager

Distribution: Corporate Director (Central Services)

Chief Revenues Officer

Benefits and Customer Services Manager
Head of Financial Services

Members of the Audit Committee

Audit Manager (Audit Commission)

Produced on 18/01/05 10:35:10
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LANCASTER :
Internal Audit - Follow Up Summary Report

Promoting City, Coast & Countryside

Job: 02/0465 - Cultural Facilities and Performances

Date of Final Report: 14 January 2004
Agreed By: Head of Arts & Events
Date of Follow-Up: 10 January 2005

Overall Opinion on Follow Up:

A follow-up review has been carried out to determine progress made in implementing actions
agreed following the audit completed in January 2004. Thirteen actions were agreed of which
just four have yet to be implemented, two of which are not due for implementation until
March/April 2005. The remaining actions have either been fully implemented or are currently
being addressed by the Arts and Events Service.

With regard to planning and funding arrangements, the Festivals and Events Cabinet Liaison
Group met on the 27th September to discuss options for the Festivals programme for 2005/06.
These options were presented to Cabinet and the final programme determined through the Star
Chamber budget exercise. The agreed action to develop a three year rolling programme of
festivals and events is not currently practicable because of budget constraints.

Since the audit relevant officers have received training in creating pages for the Council's
website/intranet and some information has been published. Developments with regard to
ticketing arrangements planned for this financial year include the installation of a wireless
connection at the Dome, thus enabling tickets to be sold at the venue via the ticketing system.
The possibility of offering customers the facility to purchase tickets on line can then also be
explored.

Improved arrangements have been introduced for effective co-ordination with the Authority's
other cultural Services and liaison meetings now take place. Performance monitoring in
relation to Service Level Agreements made with the Private Sector is now reported to Members
of the Grants Committee.

The programming strategy has been reviewed by the Festivals and Events Cabinet Liaison
Group to ensure that programming is as diverse as possible within the constraints of the budget
available. Membership of the Cabinet Liaison Group has been reviewed to include
representatives of the Private Sector.

Provision of in-house training on the ticketing system has not yet been provided for appropriate
members of the Service due to the workload of the responsible officer. Assurances have been
given that the training will be given before the end of the financial year. The need for further
external training aimed at improving the effective operation of the ticketing system is recognised
by the Service however funding for provision of this training has not yet been identified.

Agreed actions in relation to installation of the ticketing system at the Dome, and development

of a revised Arts Strategy are not due for implementation until March 2005 and as such will be
followed up in the new financial year.

Produced on 18/01/05 10:20:51 Page 1
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Job: 02/0465 - Cultural Facilities and Performances

Summary Results of Follow Up:

Progress with Implementation of Agreed Actions

Implementation
ongoing
21%
Fully implemented
43%
\NO longer relevant
7%

Outstanding
29%

No of

Implementation Status Actions

Agreed action has been fully implemented 6

Agreed action is in the process of being implemented

3
Agreed action is no longer relevant 1
Agreed action is still to be implemented 4

Produced on 18/01/05 10:20:51 Page 2
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Job: 02/0465 - Cultural Facilities and Performances

Implementation of Agreed Actions - Detail

Agreed action has been fully implemented:

&
L

L
.
&
L
&
L
&
®
L
L

Staff will be trained in the effective use of the financial management system
and discussion held with Financial Services aimed at identifying opportunities
for future investment in the Dome.

A report will be submitted to the Grants Task Group requesting that they
approve, monitor and review the Service Level Agreements made with the
Private Sector.

A report outlining the options for developing a more inclusive membership of
the Festival and Events Task Group, including private sector organisations and
other stakeholders, will be presented for consideration.

The programming strategy, currently being developed with other programmers,
will seek to ensure that programming is diverse and increases participation of
socially excluded groups.

Following implementation of the upgraded software for creating pages on the
Council's intra/internet arrangements will be made for officers to receive
training and for the development of the Service's website.

The Service will use the recently formed joint marketing group and the Festival
and Events Task Group to assist in a review of marketing efforts across the
District ensuring coordination with other cultural service providers.

Agreed action is in the process of being implemented:

Subject to the identification and availability of suitable funding arrangements
will be made for installation of the PASS ticketing system at the Dome.

The Events/Systems Officer will contact the suppliers of the 'PASS' ticketing
system to discuss the possibility of offering customers the facility to purchase
tickets on-line.

Agreed action is no longer relevant:

A report will be presented to the Festivals and Events Task Group outlining the
options for the development of a three year rolling programme of events, as
identified in the Corporate Plan.

Produced on 18/01/05 10:20:51
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Job: 02/0465 - Cultural Facilities and Performances

Agreed action is still to be implemented:

’.] The revised Arts Strategy will be written in consultation with residents and 004888
y stakeholders and will incorporate the main aims and objectives for the District.
’ Members will monitor and review progress in implementing the strategy
through regular reports to Cabinet.
’.] The Service will continue to develop a comprehensive monitoring system 004799
¢

aimed at improving the collection of meaningful performance management
information, including relevant, reliable, and realistic performance indicators.

~
J@P

The need for PASS training was identified in individual officers EDPA's and will 004885
be provided by the Events/Systems Officer. Subject to available funding further

training aimed at improving the effective operation of the PASS ticketing

system will be identified by the suppliers.

L8860

\
@r

Discussions will be held with the Head of Property Services to consider the 004808
effectiveness of current promotional activity for the hire of Council venues with
a view to introducing a more co-ordinated approach.

L@

Derek Whiteway CPFA, Internal Audit Manager

Distribution: Corporate Director (Regeneration)
Head of Arts and Events
Head of Financial Services
Members of Audit Committee
Audit Manager (District Audit)

Produced on 18/01/05 10:20:51 Page 4
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LANCASTER :
Internal Audit - Follow Up Summary Report

Promoting City, Coast & Countryside

Job: 02/0473 - Street Cleansing & Refuse Collection (inc Recycling)

Date of Final Report: 11 August 2003
Agreed By: Head of City Contract Services
Date of Follow-Up: 10 December 2004

Overall Opinion on Follow Up:

A follow-up review has been carried out to determine progress made in implementing actions
agreed following the audit completed in August 2003. Twenty one actions were agreed at the
time of the audit of which just two have yet to be implemented. The remaining actions have
either been fully implemented or are currently being addressed by City Contract Services. One
agreed action in relation to trade refuse has been reviewed and revised.

The Council’s strategic aims in respect of waste management are defined in the Corporate Plan
as improving the cleanliness of our environment and reducing the total amount of waste
produced in the District by recycling and reusing where possible. Provision for a three streamed
kerbside refuse collection has increased to just over a third of the District's households since
the time of the original audit. As funding is secured and the scheme is rolled out to more
households, capacity issues identified in the original audit are being addressed.

Performance management arrangements have been addressed with the implementation of an
improved financial model for budgetary purposes, and monthly meetings between Section
Managers and the Service Head to discuss performance. In addition to the Best Value
performance indicators and targets already reported to DEFRA the Service is also in the
process of developing a set of local performance indicators in order to measure the efficiency
and effectiveness of the Service.

The Service has been involved in developing the Council's Emergency Planning procedures
and has reviewed its contingency planning arrangements resulting in greater flexibility with
regard to vehicles. Contingency plans are in the process of being documented.

The Service is addressing the need for more formalised arrangements with regard to disposal
of recyclable waste. There are plans to subject the disposal of office waste and dry recyclates
to tender before the end of the financial year.

Health and Safety assessments are being reviewed by the Service on a ongoing basis and
appropriate staff have now been trained in the use and storage of chemicals. Accident
reporting procedures have been conveyed to all staff and the importance of reporting
accidents/incidents made clear. Arrangements are in place to ensure that, as far as possible,
the Service is kept up to date with Health and Safety legislation.

The Service recognises the need for a consultation plan and intends to link into corporate

arrangements for consulting stakeholders on all aspects of equality, scheduled in the Corporate
Plan to take place before the end of March 2005.
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Job: 02/0473 - Street Cleansing & Refuse Collection (inc Recycling)

Summary Results of Follow Up:

Progress with Implementation of Agreed Actions

Implementation
ongoing
33%

Fully implemented
38%

Partially
Implemented
Alter @iativ@acti
tstandifig _ \ 929%

0
10% N 50

No of

Implementation Status Actions

Agreed action has been fully implemented 8

Agreed action is in the process of being implemented

Agreed action has been partially implemented

Agreed action has been reviewed and revised

NP |W|N

Agreed action is still to be implemented
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Job: 02/0473 - Street Cleansing & Refuse Collection (inc Recycling)

Implementation of Agreed Actions - Detail Ref

Agreed action has been fully implemented:

. An improved financial model for budgetary control purposes has recently been 003306
@ introduced including regular monitoring and reporting to Members.

z;; The Service will implement a formal mechanism for identifying and bidding for 003304
@ growth in demand to ensure that increases in the level of service delivery are

effectively managed. This will be identified as a priority in the business
planning process

3; Any mechanism introduced to identify and plan for increases in demand will be 003303
@ incorporated into the budgeting process.

. To ensure that the Service has the capacity to react to unplanned incidents, 002906
@ management will consider as part of its contingency planning how best to

ensure that resources are available when required. Once standby/spare
vehicles have been identified they will be included in the maintenance

programme.

3; Management should ensure that the Service is effectively involved in the 002905
@ Council's Emergency Planning procedures.

3; Accident reporting procedures have been conveyed to all staff and the 002909
@ importance of reporting accidents/incidents made clear.

3; The Service will investigate arrangements adopted by the Authority for 002879
@ ensuring that Services receive prompt notification of any new legislation.

3; Appropriate staff have now been trained in the use and storage of chemicals, 002886
@ as required by COSHH regulations, and procedures will ensure that this

training is kept up to date.
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Job: 02/0473 - Street Cleansing & Refuse Collection (inc Recycling)

Agreed action is in the process of being implemented:

g; As part of the procurement exercise to purchase software to manage City 003692
® Contract Service complaints and enquiries, Management will consider the

' implications of the Corporate Customer Response Management System. In
the meantime, to simplify the present system, customer complaints logged via

the Council's website will be directed to one common e-mail address.

Management will carry out a Service wide review of health and safety 002907
assessments and will identify the timescale and resources needed in the

business plan. This exercise will also include reiteration of the health and

safety policy and a requirement for officers to confirm, by signature, that they

have read and understood its content.

Once risk assessments have been documented they will be reviewed on a 002908
regular basis in order to ensure that they remain effective. Copies of the
assessment will be issued to employees.

Management are currently in the process of developing a robust performance 002913
management mechanism enabling the Service to prioritise objectives and plan,

monitor and review service delivery. Section Managers are to meet monthly

with the Service Head to discuss performance and will be required to produced

weekly performance reports.

Contingency plans will be properly documented and roles/responsibilities 002878
communicated to appropriate staff taking account of emergency planning
arrangements.

The Service will put in place robust systems for providing management 003305
information for performance management purposes in order to measure the
efficiency and effectiveness of the Service as a whole.

In order to ensure that priorities included in the Services business plan are 002893
achievable resources required will be properly identified through the budget
process.
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Job: 02/0473 - Street Cleansing & Refuse Collection (inc Recycling)

Agreed action has been partially implemented:

g; The Service will introduce effective arrangements ensuring that vehicles are 002883
® serviced on a regular basis and that standby vehicles are available as

necessary to provide cover for vehicles being serviced/repaired.

g; Management will review the arrangements for ensuring that all vehicles meet 002881
® with relevant health and safety requirements.

g; When appropriate, arrangements for the treatment of recyclable waste will be 002903
® subject to competitive tender in line with Contract Procedure Rules and a

formal contract awarded.

Agreed action has been reviewed and revised:

g; A business plan specifically for Trade Refuse will be developed as soon as 003534
L3 possible. The Business Plan will include the feasibility of offering a recycling

service to trade waste customers. The investigation will include consideration
of all potential risks and appropriate consultation. The Service will also
compare the benefits of purchasing equipment against the cost involved in
hiring.

Agreed action is still to be implemented:

Customer feedback following the consultation exercise will be used to inform 002891
standards set and failure to meet achievable/realistic expectations will be
properly reported and acted upon.

A plan for consultation with all stakeholders will be progressed as soon as the 002890
framework for Corporate Consultation Strategy has been adopted.

Derels Mﬂ—a

Derek Whiteway CPFA, Internal Audit Manager

Distribution: Head of Financial Services
Corporate Director (Community Services)
Head of City Contract Services
Waste and Cleansing Manager
Members of Audit Committee
Audit Manager (District Audit)
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LANCASTER :
Internal Audit - Follow Up Summary Report

Promoting City, Coast & Countryside

Job: 02/0476 - Payroll - Waged Employees

Date of Final Report: 31 March 2003
Agreed By: Head of Financial Services and Head of Personnel Services

Date of Follow-Up: 26 November 2004

Overall Opinion on Follow Up:

Of the eighteen agreed actions resulting from the original review ten have been fully
implemented, implementation is ongoing for two, two are still to be implemented and four have
been revised.

As the contract for the current Delphi Millennium system expires in March 2006 the E-
Government Executive has decided that resources are to be directed towards the evaluation,
procurement and implementation of a replacement system rather than integrating current
Payroll and Personnel modules. Adequate separation of duties, internal checking mechanisms
and reporting facilities are to be incorporated in the new system and input and processing
procedures are to be properly documented by the appropriate Service once the new system is
in place. Authorisation mechanisms preventing the appointment of casual workers without
authorisation are also to be pursued.

Personnel Services have facilitated four half day workshops with Services specifically covering
the subject of casual workers, a topic also included at the annual workshop with Service Heads
in July 2003. As a result of these workshops the employment rights of casual workers have
been recognised, financial responsibilities have been discharged and many casual posts have
been established reducing the Authority's reliance on casual workers.

Services' awareness of the Constitution and Financial Procedures is being raised through the
Principal Accountants' quarterly meetings with Services. Training requirements are being
identified and training is to be delivered by March 2005.

Operators transmitting BACS files now have individual passwords which they are encouraged to
change regularly and the supervisor password is changed every thirty days. BACS processing
is currently being overhauled through the introduction of BACSTEL-IP and the new system will
provide a more secure processing environment.

The MDIS ProteCT replacement system TASK has improved validation on payroll input.
Employees at City Contract Services responsible for inputting timesheets are now provided with
an authorised signatory list which has recently been reviewed. The Accountant responsible for
the Service is monitoring wages and has highlighted problems to be addressed, in particular
estimates which are now to be produced from scratch.

All new employees are now required to provide verification of their National Insurance number.
Grading/rate of remuneration offers made to new starters are to be independently reviewed
within Personnel Services and the starters database is to be checked to the Payroll system
quarterly ensuring new starters are being paid on the correct spinal point. Starter forms
maintained by the Payroll Officer are noted whenever P45 or P46 forms are submitted to the
Inland Revenue. Personnel Services introduced a 'Change of Conditions of Employment' form
in June 2003 to help ensure prompt notification of changes affecting payroll.

An officer independent of the payroll function in Financial Services is now responsible for the
collection and distribution of payslips. General fund reconciliations are up to date.
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Job: 02/0476 - Payroll - Waged Employees

Emergency payment procedures are to be documented and mandate forms are to be updated
within the next six months by Financial Services.

Summary Results of Follow Up:

Progress with Implementation of Agreed Actions

Fully implemented

56% Plementation

ongoing
11%

Alternative action
agreed
22%

. No of
Implementation Status Actions
Agreed action has been fully implemented 10
Agreed action is in the process of being implemented 2

Agreed action has been reviewed and revised

Agreed action is still to be implemented 2
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Job: 02/0476 - Payroll - Waged Employees

Implementation of Agreed Actions - Detail

Agreed action has been fully implemented:

.
e

The standard appointment letter has been amended to request that wherever
possible new employees provide verification of their National Insurance
Number e.g. N.I. card or letter from the Inland Revenue.

The Head of Financial Services will review wages monitoring processes at City
Contract Services.

The Head of Personnel Services is currently facilitating a series of workshops
with senior officer colleagues who have responsibility for recruiting casual
workers. It is recognised that in addition to improved understanding of the law
in respect of these workers it will also be necessary to put into place system to
ensure that no member of staff or casual worker is taken on without the
appropriate authorisation.

MDIS Protect is to be replaced by Oct 2003 and the lack of validation on the
MDIS Protect input screens will be addressed when evaluating replacement
systems.

Services will be reminded of the importance of notifying Payroll/Personnel
promptly of any changes having an effect on the payroll and of the key payroll
dates to be observed.

When a P45 or P46 is forwarded to the Inland Revenue this will be noted on
the starter form.

The BACS software has been set to require a password change every 30 days
and the Operations Manager - Information Services will examine the possibility
of staff having their own password to the BACS software.

The general fund cash reconciliation will be brought up to date as soon as
possible.

As part of the proposed restructuring of Financial Services an officer
independent of the payroll function will be made responsible for the collection
and distribution of payslips.

Employees responsible for inputting time sheets will be provided with up to date
list of employees authorised to sign.
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Job: 02/0476 - Payroll - Waged Employees

Agreed action is in the process of being implemented:

g; Service Heads will ensure that staff are generally aware of the Constitution and
® Financial Procedures and other areas specific to their post with which they

need to comply.

As part of Electronic Government requirements alternative income collection
and payment methods have to be opened up to citizens. This may result in a
complete overhaul of BACS processing methodology and will result in a more
secure BACS processing environment.

Agreed action has been reviewed and revised:

& As stated in Agreed Action Ref 001256, Payroll/Personnel integration should be
™ in place from April 2003 and once this has been carried out responsibility for
various duties will be agreed. One of the duties to be agreed is setting up new
starters including input of rates of pay; new procedures will ensure adequate
division of duty and an appropriate level of internal check. One of the checks
to be performed will be verification that details on the appointment form agree
to those included in the offer letter.

The current payroll report writer will not report on current grade and salary
without a written program being developed by Midland at a cost. A meeting
with Midland software suppliers is due shortly to discuss contract renewal and
this issue will be addressed at that time.

Once the payroll/personnel integration has taken place and responsibilities for
various duties agreed, input/processing procedures will be properly
documented by the appropriate Service, being mindful of the Corporate
Standard on Payroll input.

Information Services are leading a project team who are aiming for completion
of the Payroll/Personnel integration from April 2003. Once this has taken place
responsibility for various duties will be agreed and documented, ensuring that
separation of duty and internal checks are incorporated into the new
procedures.

Agreed action is still to be implemented:

@r

—
S

Emergency payment procedures will be documented as soon as possible.

®

g Responsibility for updating the system with termination details will be decided
. . : .

® after integration of the Payroll/Personnel system takes place. In the meantime,

current mandate forms including authorised signatories for certification of
overtime claims etc. will be amended to include authorisation of starters and
leavers and issued to Service Heads to be updated. Once the completed
mandates have been returned a copy will be provided to the appropriate staff.

001253

001230

001294

001298

001291

001256

001274

001243

Produced on 18/01/05 10:27:47

Page 4



Page 150

Job: 02/0476 - Payroll - Waged Employees

Derek Whiteway CPFA, Internal Audit Manager

Distribution: Chief Executive
Corporate Director (Central Services)
Head of Information Services
Head of Personnel Services
Head of Financial Services
Members of Audit Committee
Audit Manager (District Audit)
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LANCASTER :
Internal Audit - Follow Up Summary Report

Promoting City, Coast & Countryside

Job: 02/0481 - Parks, Open Spaces etc (inc GM contract)

Date of Final Report: 24 January 2003
Agreed By: Chief Leisure Officer and Head of City Contract Services
Date of Follow-Up: 02 September 2004

Overall Opinion on Follow Up:

Positive progress has been made towards implementing all agreed actions, many to continue to
be addressed on an ongoing basis as the Authority's Parks and Open Spaces Strategy evolves.

The Strategy, currently in draft, aims to improve the provision of parks and open spaces
throughout the District and incorporates the ten themes of the 'Manifesto for Public Spaces'
produced by a division of the Commission for Architecture and the Built Environment (CABE),
Space. CABE Space, funded by the Office of the Deputy Prime Minister (ODPM), champions
excellence in the design and management of parks, streets, squares and other open spaces. It
works with local authorities and other bodies responsible for public space to provide a better
service and aims to ensure that every person has easy access to well designed and well looked
after public space. As well as signing up to the Manifesto the Authority is seeking to achieve
Green Flag status, the national standard for parks and green spaces managed by the Civic
Trust on behalf of CABE Space, for Williamsons Park initially and then Happy Mount Park and
one of the rural parks.

As well as improving the quality of provision through better management a key element of the
Strategy is providing public spaces which meet local needs. Consultation is currently underway
and is to continue as the Strategy develops thus hopefully attracting greater stakeholder
involvement, encouraging capacity building and helping to ensure the sustainability of good
quality parks and open spaces.

The Strategy is due to be reported to the Overview and Scrutiny Committee on 3rd November
2004 for approval.
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Job: 02/0481 - Parks, Open Spaces etc (inc GM contract)

Summary Results of Follow Up:

Progress with Implementation of Agreed Actions

Fully implemented
46%
Implementation
ongoing
45%

Implementation Status ANO- of
ctions
Agreed action has been fully implemented 5
Agreed action is in the process of being implemented 5
Agreed action is still to be implemented 1
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Job: 02/0481 - Parks, Open Spaces etc (inc GM contract)

Implementation of Agreed Actions - Detail

Agreed action has been fully implemented:

:}‘ Resources for the drawing up of a comprehensive inventory of parks and green
@ spaces are to be co-ordinated.

. The Head of City Contract Services and Chief Leisure Officer will ensure that
. o . . , ;

@ the proposed strategy is incorporated into their Service Business Plans as

appropriate.

:}‘ Officers involved in the formulation of the proposed strategy will seek to ensure
@ that consideration is given to the following:
" - alignment with the Corporate Plan, other policies, strategies and initiatives;
- Best Value and CPA;
- relevant legislation including Health and Safety;
- best practice;
- the revision and updating of bylaws;
- resources available (financial, staffing, equipment etc.);
- means of building capacity (staff training, attracting additional funds,
community involvement in management, self support/revenue generating
schemes, national recognition etc.);
- effective and accessible consultation and communication mechanisms
(customer care, helpline, signage etc.);
- reliable, relevant and useful performance measurement which drives
improvement and demonstrates effectiveness (broadening community usage,
improving access etc.); and
- sustainability issues.

:}‘ Officers will seek to ensure that consultation needs and their resource

@ implications are explored through formulation of the proposed strategy.

:"; Officers involved in the formulation of the proposed strategy will seek to ensure
c|

that consideration is given to the inclusion of:

- a current position statement, sufficiently detailed to provide a baseline for
evaluating progress;

- prioritised, relevant, realistic and achievable aims and objectives based on an
analysis of risk, focused on community needs (and tourism needs where
appropriate);

- the standards to be achieved,;

- detailed implementation and improvement plans, with targets, identifying the
resources required to deliver aims and objectives;

- clear, measurable outputs;

- flexibility and provision for ongoing assessment taking account of
performance information and revising and reallocating resources as necessary;,
- corporate co-ordination of external funding relating to parks and open spaces;
and

- links to relevant policies and procedures (s106 contributions, dissemination of
performance information, promotion, reviews etc.).

)
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Job: 02/0481 - Parks, Open Spaces etc (inc GM contract)

Agreed action is in the process of being implemented:

g; Officers will seek to ensure that the need for adequate signage at parks and 002106
® green spaces, informing customers of contact numbers, is addressed and
prioritised through the formulation of the proposed parks and green space

strategy.

Information regarding the costs of rectifying vandalism will be brought to the 002102
attention of Anti-Vandalism Task Group to assist in the formulation of the

proposed Anti-Vandalism Policy.

City Contract Services will seek to be included in the planning of special events

and festivals staged by the Authority with a view to ensuring that the true costs

of preparing and clearing up after such events are identified and appropriately

charged. The forthcoming audit review of Cultural Services will consider this

issue further.

Once completed the proposed parks and green space strategy will be 002100
summarised, in leaflet form, providing customers information on the standards

that can be expected and giving contact points for further information, giving

feedback etc. The information will be made available at public buildings and on

the Council's website.

Officers will seek to ensure that adequate Corporate consultation takes place 002092
throughout the formulation of the strategy so that it aligns with Corporate aims

and objectives and work is not duplicated.

Once in place the strategy will be accessible throughout the Authority and

particularly to those representing the Authority on Community Safety, LA21 etc.

Officers will seek to ensure that the proposed strategy for the development of 002057
parks and green spaces will focus on improving service delivery whilst

encompassing customer needs and related local and central government

priorities. Both Leisure and City Contract Services will seek to ensure that

relevant staff are involved in the planning stage to increase motivation thus

aiding the successful implementation of the strategy. Wherever possible,

community involvement will be encouraged to assist in assessing need and to

promote a sense of ownership which will hopefully lead to the community taking

an active role in their future management.

Agreed action is still to be implemented:

@r

—
S

Once comprehensive inventories are in place for trees and parks and green 002103
spaces consideration will be given to the accessibility of information and

provision for its updating to record incidents, safety inspections and work

programmes etc.
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Job: 02/0481 - Parks, Open Spaces etc (inc GM contract)

Derek Whiteway CPFA, Internal Audit Manager

Distribution: Corporate Director - Community Services
Corporate Director - Regeneration
Chief Leisure Officer
Head of City Contract Services
Head of Financial Services
Members of Audit Committee
Audit Manager (District Audit)

Produced on 18/01/05 10:28:45 Page 5



Page 156

LANCASTER :
Internal Audit - Follow Up Summary Report

Promoting City, Coast & Countryside

Job: 02/0485 - Highways Agency

Date of Final Report: 01 April 2003

Agreed By: Chief Executive, Head of Engineering Services, Senior Operations
Manager and Principal Accountant (Systems Development)

Date of Follow-Up: 24 December 2004

Overall Opinion on Follow Up:

Since the original audit the City Council has entered a 'partnership' agreement with Lancashire
County Council for the discharge of certain Highway Authority functions as defined in the
agreement.

Of the thirteen agreed actions arising from the audit seven have been fully implemented, two
partially implemented, three are still to be implemented and the remaining one, relating to the
integration of financial systems, is no longer relevant.

The 'partnership’ agreement which sets out the relative duties and responsibilities of both
parties was signed on the 1st July 2003 in accordance with Cabinet Minutes of 7th January
2003. City Council staff required to deliver its responsibilities are set out within the agreement
together with arrangements and reimbursements in respect of variable items. A review of
staffing in Engineering Services has resulted in three additional posts enabling the transition to
the new arrangements. The Senior Operations Manager at City Contract Services is monitoring
the increasing workload on an ongoing basis and additional workers will be appointed if
required.

An offer of a formal Highways Works Contract has now been received. A report is to be
presented to Members for a decision with details of the financial viability included. Monitoring
the financial viability on an ongoing basis is problematic at present due to the use of County
systems and volume of paperwork under new arrangements. Efforts are being made, and will
continue to be made, to address the difficulties and the promise of electronic authorisations
before Christmas should help.

The Authority protects its interest in the partnership's decision making process through
representations on the Area Members Board and Contractors Board. Whilst the Area Board is
not yet working as intended, in part through a lack of an Area Manager (due to be appointed
w.e.f. 1st April 2005), the Authority has as much influence as is reasonably possible over the
budget allocation process which is becoming more objective over time.

Whilst customer focus and consultation arrangements have not progressed as envisaged due
to resource implications arrangements are considered adequate in that:

- the dedicated Highways Partnership website is customer focused, advertises the single point
of contact and provides a problem reporting facility;

- detailed consultation is taking place in respect of individual schemes and results are fed to
the Area Board as appropriate;

- specific stakeholders are invited to attend meetings of the Lancaster District Sustainability
Forum as appropriate; and

- the recently formed Transport Cabinet Liaison Group has a list of potential stakeholders
which it might like to invite for views on specific subjects.

Arrangements under the new 'partnership' will continue to be monitored with reports to the
executive as appropriate.
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Job: 02/0485 - Highways Agency

Summary Results of Follow Up:

Progress with Implementation of Agreed Actions

Fully implemented

54% plementation
ongoing
15%

p longer relevan

Outstanding
23%

No of

Implementation Status Actions

Agreed action has been fully implemented 7

Agreed action is in the process of being implemented

2
Agreed action is no longer relevant 1
3

Agreed action is still to be implemented
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Job: 02/0485 - Highways Agency

Implementation of Agreed Actions - Detail

Agreed action has been fully implemented:

&
L

The Service Level Agreement identifies the number of staff required for core
issues as well as reimbursements for variable items. The Head of Engineering
Services has identified adequate staffing to meet the terms of the agreement
and is currently seeking further resources to ensure a smooth transition into the
partnering arrangements and address Service aims and objectives as set out in
the business plan.

The Senior Operations Manager will monitor staff resources at City Contract
Services against the Contract workload on an ongoing basis.

The Chief Executive will approve the partnership agreement in consultation
with Councillors Gilbert and Barker, as set out in the Cabinet minutes of 7th
January 2003, having ensured that governance, review and dispute
arrangements are appropriate to the Authority's needs.

The Head of Engineering Services and Senior Operations Manager will
continue to ensure all risks posed through the partnering arrangements are
given appropriate consideration and will further ensure that the Authority's
needs are adequately met under the new arrangements.

The Head of Engineering Services will ensure that the Authority has as much
influence as possible over the partnership's budget setting process through the
Area Board.

Roles and responsibilities are to be clearly defined in the partnering agreement,
through the Service Level Agreement, and designated staff within Engineering
Services will be responsible for delivery.

The Head of Engineering Services will represent the Authority on the Area
Board and Cabinet will be asked to nominate a Member to join him, thus
ensuring that the Authority has as much influence as possible under the new
partnering arrangements (w.e.f. 01 April 2003).

The Senior Operations Manager (CCS) will represent the Authority on the
Contractors Board.

The impact of using County vehicles and materials will be analysed by the
Senior Operations Manager in considering the contract offer and
recommendations will be made to Cabinet accordingly.
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Job: 02/0485 - Highways Agency

Agreed action is in the process of being implemented:

g; If the Authority enters the agreement the Senior Operations Manager will 002112
® monitor the financial viability of the Highways Works Contract on an ongoing

basis, the Council's continuation with the contractor arrangements being
reviewed accordingly.

Engineering Services will continue to seek ways of developing relationships 002008
with stakeholders to improve service delivery, maximising opportunities such as

the review of pedestrian zone regulation and preparations for implementing the
Streetscene approach.

Agreed action is no longer relevant:

ﬁ]_ The Principal Accountant (Systems Development) will explore the VAT 001988
] implications of integrating financial systems once information is made available.

Agreed action is still to be implemented:

g The Senior Operations Manager will report to Cabinet on the financial 002048
® implications of entering the Highways Works Contract prior to the decision,

regarding entering the agreement, being made.
;: The Head of Engineering Services will ensure that results of local consultations 002025
® are reported to the partnership through the Area Board for action as

appropriate.
g Engineering Services will seek to develop a more customer focused service 001995
® delivery, improving contact with customers through the Service website and

developing the customer interface of the new County Council communications
system. The Service will also seek to utilise a Citizens Panel for regular
consultation. Matters arising from communication and results of consultation
will be fed to the partnership through the Area Board.
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Job: 02/0485 - Highways Agency

Derek Whiteway CPFA, Internal Audit Manager

Distribution: Corporate Director (Central Services)
Corporate Director (Community Services)
Head of City Contract Services
Head of Engineering Services
Head of Financial Services
Senior Operations Manager - Engineering
Members of Audit Committee
Audit Manager (District Audit)
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LANCASTER :
Internal Audit - Follow Up Summary Report

Promoting City, Coast & Countryside

Job: 02/0487 - Sustainability

Date of Final Report: 26 August 2003
Agreed By: Head of Corporate Strategy
Date of Follow-Up: 05 October 2004

Overall Opinion on Follow Up:

A follow-up review has been carried out to determine progress made in implementing actions
agreed following an audit carried out in August 2003. Nine actions were agreed following the
audit five of which have either been fully, partially or are in the process of being implemented.
The remaining four agreed actions have yet to be implemented.

Services have been engaged in the Authority's commitment to sustainability through the policy
statement revision process. A Sustainability Working Group has been established with a view
to aligning the policy statement with the Agenda for Action and Services have been encouraged
to participate in the policy revision process to ensure that objectives set are realistic and
achievable. Services have also been required to accept ownership for agreed actions and
incorporate them into their business plans as appropriate.

Officers responsible for implementation have been identified for a number of the proposed
actions however the policy does not yet identify when and how the proposed actions will be
implemented. Local Performance Indicators have not been developed in support of the policy
statement but could easily be adapted from those included in the Agenda for Action. Innovative
ways of promoting sustainability have also been considered through the policy statement
revision process however many have not yet been progressed. As the policy statement revision
process is not yet finalised training requirements have not been considered. It is recognised
however that education and awareness training is necessary for Members and Officers. The
Service aims to complete the review process in time for the 2005/6 business planning process.

A Sustainability Appraisal Checklist has been developed which is aligned to the Agenda for
Action and copies distributed to Service Heads. The Authority's website and intranet have also
been developed to promote sustainability issues however it is recognised that further work is
required and that the sites need to be kept up to date.

The feasibility study in respect of a computerised environmental management system (EMAS)
has been put on hold pending the implementation of the electronic performance management
system as the new system may negate the need for a specialised environmental management
system. The Service recognises the need to co-ordinate, structure and standardise
sustainability information through whichever computerised system is introduced.
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Job: 02/0487 - Sustainability

Summary Results of Follow Up:

Progress with Implementation of Agreed Actions

Partially
Implemented
33%

Implementatid
ongoing
11%

ully implemen Outstanding
11% 45%

No of

Implementation Status Actions

Agreed action has been fully implemented 1

Agreed action is in the process of being implemented

1
Agreed action has been partially implemented 3
4

Agreed action is still to be implemented
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Job: 02/0487 - Sustainability

Implementation of Agreed Actions - Detail Ref

Agreed action has been fully implemented:

. Services will be engaged in the Authority's commitment to sustainability 002741
@ through the policy statement revision process to ensure a corporate co-
ordinated approach.

Agreed action is in the process of being implemented:

g;; Services will be encouraged to participate in the policy statement revision 002776
® process to ensure that objectives set, and associated targets, are realistic and

achievable. Services will be required to accept ownership for agreed actions
and incorporate them into their business plans as appropriate.

Agreed action has been partially implemented:

g; The policy statement revision process will be used as a means of identifying 002742
® information available throughout the Authority regarding environmental

legislation, and compliance, to inform the wider debate on sustainability.
Consideration will be given to further developing the draft 'Sustainability
Appraisal Checklist' to link it directly to the 'Agenda for Action' thus further
demonstrating the Authority's commitment to it.

Consideration will be given to developing the Council's web-site and intranetto 002793
promote sustainability issues and provide guidance. Consideration will also be

given to the benefits of implementing EMAS to act as a management tool

ensuring the provision of sustainability information is cost-effective.

Innovative ways of promoting sustainability will be considered through the 002743
policy statement revision process.
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Job: 02/0487 - Sustainability

Agreed action is still to be implemented:

Member and officer training requirements will be considered through the policy =~ 002787
statement revision process and means of resourcing training needs explored.

The feasibility study in respect of a computerised environmental management 002791
system (EMAS) will fully assess capacity issues in relation to system

management ensuring any proposed system would improve efficiency without

increasing workload, whilst delivering timely information in the desired format.

The Corporate Strategy Service will continue to pursue a means of co- 002790
ordinating, structuring and standardising sustainability information through a
computerised system.

The policy statement revision process will seek the development, and Services' 002792
adoption, of meaningful and appropriate local performance indicators which
effectively demonstrate the Authority's commitment to the 'Agenda for Action'.

Derek Mﬂ—a-

Derek Whiteway CPFA, Internal Audit Manager

Distribution: Chief Executive
Head of Corporate Strategy
Head of Financial Services
Members of the Audit Committee
Audit Manager (Audit Commission)
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LANCASTER :
Internal Audit - Follow Up Summary Report

Promoting City, Coast & Countryside

Job: 02/0502 - Payroll - Salaried Employees & Officer Expenses

Date of Final Report: 10 October 2003

Agreed By: Principal Accountant Technical/Standards, Payroll Officer, Exchequer
Services Officer, Principal Personnel Officer, Senior User Support
Officer (Mngr).

Date of Follow-Up: 26 November 2004

Overall Opinion on Follow Up:

The original audit found the Authority's payroll system operating effectively and compliant with
Inland Revenue and Department for Works and Pensions regulations as well as both the Data
Protection and Freedom of Information Acts.

Only three agreed actions resulted all of which have now been fully implemented.
The contract for the current payroll system, Delphi Millennium, expires in March 2006 and work
has started on seeking a replacement. Both Financial Services and Personnel Services are

seeking improvements through the new system as detailed in the concurrent post audit review
report '02/0476 - Payroll - Wages'.
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Job: 02/0502 - Payroll - Salaried Employees & Officer Expenses

Summary Results of Follow Up:

Progress with Implementation of Agreed Actions

Fully implemented
100%

Impl tati Stat No of
mplementation Status GG
Agreed action has been fully implemented 3
Implementation of Agreed Actions - Detail Ref

Agreed action has been fully implemented:

The payroll system will be included in the forthcoming disaster recovery testing 003355
being performed by Information Services.

Payroll parameters will be independently verified by the Exchequer Services 003340
Officer following all national and local agreements.

Action will be taken to encourage officer starter and leaver forms to be 003341
submitted by e-mail wherever possible, the forms being already available

through the Council's intranet. Senders will be encouraged to request read

receipts and file copies appropriately and the Payroll/Personnel Officer will

maintain files as at present.

| | -aan
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Job: 02/0502 - Payroll - Salaried Employees & Officer Expenses

Derek Whiteway CPFA, Internal Audit Manager

Distribution: Corporate Director Central Services
Head of Financial Services
Head of Personnel Services
Head of Information Services
Accountancy Services Manager
Members of Audit Committee
Audit Manager (District Audit)
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LANCASTER :
Internal Audit - Follow Up Summary Report

Promoting City, Coast & Countryside

Job: 03/0506 - Sea and River Defences

Date of Final Report: 22 April 2004
Agreed By: Head of Engineering Services and Principal Engineer
Date of Follow-Up: 30 November 2004

Overall Opinion on Follow Up:

The original audit found sustainable policies and strategies in place for sea and river defences,
and related controls generally working effectively with only five agreed actions arising.
Progress has been made on implementation of all but one of these.

The Service produces large volumes of data linked to producing high level targets published by
the government for the delivery of policy aims and objectives in respect of flood and coastal
defence. The Service is reviewing the data it produces in consultation with the Shoreline
Management Partnership and is currently migrating information to the GIS.

The Service is participating in the development of the National Flood and Coastal Defence
Database which provides a single, easily accessible and definitive store for data allowing better
informed decisions on flood and coastal erosion management and enabling compliance with the
high level targets. The database also provides progress reporting and evidence that the policy
is being delivered.

Risk management is improving through active participation in the North West Coastal Protection
Group which has produced a performance framework approved by the Environment Agency.
Measuring Authority performance against the new matrix, rather than current local performance
indicators on the number of properties at risk, will provide more detailed and meaningful
information regarding proactive flood management. The Service is also working with ROSPA
on risk elements with a view to prioritising spending on sea and river defences based on levels
of risk.

Whilst the Service recognises scope to develop the website to better promote work the Council
does to protect the public, limited resources and other priorities have prevented implementation
of the related agreed action to date. Proposals to publicise the new risk matrix may enhance
public confidence and taking advantage of any opportunities to link to the Council's website
should help keep the public better informed.

Whilst the Lancaster District Emergency Plan has been reviewed since the audit there is still a
recognised need for further information to be added in respect of flooding. The Senior Engineer
is working on a new flood strategy/package which will enhance emergency planning
arrangements.
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Job: 03/0506 - Sea and River Defences

Summary Results of Follow Up:

Progress with Implementation of Agreed Actions

Implementation
ongoing
80%

Outstanding
20%

Implementation Stat No of
mplementation Status GG
Agreed action is in the process of being implemented 4
Agreed action is still to be implemented 1
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Job: 03/0506 - Sea and River Defences

Implementation of Agreed Actions - Detail

Agreed action is in the process of being implemented:

_aae

_aae,

_aae

Inextricably linked to recommendation 004749. The Service will look at its
inspection regime and records, and link these to records of repair. The
process will inform the Council's Risk Register.

The Service is working towards implementing this recommendation. It will be
part of the system to collect data towards reporting the achievement of the
Council's high level targets. Inspection records will be clearly linked to
remedial action taken, his process will inform the Council's risk register.

The Principal Engineer is chair of the North West Coastal Protection Group,
they are currently reviewing risks to the public on the Wyre, Barrow and
Morecambe Coastlines. On a more local front, operation Neptune will be
superseded by the Council's new Emergency Plan which is currently being
written by Administration Services. Operational aspects of emergency
procedures are difficult to test and assess, however there are concerns that
some of the current arrangements are informal and ad hoc, and will not cope
with a sustained flood emergency i.e. if the episode were to last for any
considerable time. Engineers will consider reviewing their responsibilities
under the new Emergency Plan, but a full review would require significant
cross-departmental co-operation. The need to test the operational
effectiveness of the plan is accepted.

The Service has started to review the large volumes of data it produces, with its
consultant 'Shoreline Management Partnership'. This information is linked to
producing the service's High Level Targets. The service will examine various
ways of illustrating this data (also see 004763).

Agreed action is still to be implemented:

There is a recognised need to improve the content and impact of the Council's
website regarding sea and river defences. Staff have received basic training
on the content management system but now need to move forward on this. An
assessment will be made as to the best approach, using Council time and
facilities or outsourcing the work.

Ref

004758

004749

004748

004746

004763

Produced on 18/01/05 10:33:40

Page 3



Page 171

Job: 03/0506 - Sea and River Defences

Derek Whiteway CPFA, Internal Audit Manager

Distribution: Corporate Director (Community Services)
Head of Engineering Services
Principal Engineer
Head of Financial Services
Members of Audit Committee
Audit Manager (District Audit)
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LANCASTER :
Internal Audit - Follow Up Summary Report

Promoting City, Coast & Countryside

Job: 03/0507 - Tourism - Promotions

Date of Final Report: 10 November 2003
Agreed By: Head of Economic Development and Tourism Service

Date of Follow-Up: 17 September 2004

Overall Opinion on Follow Up:

A follow-up review has been carried out to determine progress made in implementing actions
agreed in the audit completed in November 2003. All of the actions have been considered and
are either fully, partially, or in the process of being implemented, with one action being revised.

The 'Visit Lancaster' and 'Visit Morecambe' web sites have now been developed and are
proving to be very successful. The Service has set a challenging target of a year on year
increase in website hits of 10% and is continually reviewing ways in which the sites can be
further improved. In partnership with local accommodation providers, a range of activity
breaks/package holidays have been developed and promoted in line with corporate plan
objectives. Arrangements are in place for regular contact with the Cabinet Member responsible
for Tourism and other Cabinet members, although there are still some concerns about the
effectiveness of communication with members and senior management on tourism related
issues that need to be addressed.

Some improvements have been made to directional signage in Lancaster around the area of
the Castle although funding to improve signhage to the Tourist Information Centre in Morecambe
has yet to be identified. To meet the requirements of the Disability Discrimination Act funding
has been approved for alterations to the Tourism Information Centres to provide accessibility for
disabled customers, but funding has yet to be identified to improve security and storage
arrangements and address unsuitable workstations.

Improved arrangements have been introduced for effective co-ordination with the Authority's
other cultural providers and liaison meetings now take place, although there remains a need to
review and develop the arrangements for advance planning of festivals and events for inclusion
in tourism literature.

The Tourism Strategy is currently being revised and a first draft is expected by the end of
August for consultation with the public and other stakeholders with a view to the strategy being
finalised by December 2004.

Data is currently being input to the destination management system so that the effectiveness of
individual promotional campaigns can be measured, and the existing system is to be assessed
against another system that the Service has been asked to pilot with a view to establishing
which best meets the Services needs. To assist in setting priorities and planning future service
delivery, bi-annual destination benchmarking surveys have been commissioned for both
Lancaster and Morecambe.

It has been decided that the percentage level of accommodation providers participating in the

national grading scheme will not be advertised in promotional literature, although positive steps
have been taken to encourage those not yet signed up to the scheme to do so.
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Job: 03/0507 - Tourism - Promotions

Summary Results of Follow Up:

Progress with Implementation of Agreed Actions

Implementation
ongoing
37%

Fully implemented
27%
Partially
Implemented

ative alibn 27%

No of

Implementation Status Actions

Agreed action has been fully implemented 3

Agreed action is in the process of being implemented

4
Agreed action has been partially implemented 3
Agreed action has been reviewed and revised 1
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Job: 03/0507 - Tourism - Promotions

Implementation of Agreed Actions - Detail Ref

Agreed action has been fully implemented:

2; The Tourist Information Centre websites will continue to be developed with the ~ 004934
@ assistance of the Council's e-government officer.
35; In line with the recent Audit Commission review of the Council's democratic 004954
@ renewal arrangements the portfolio and accountability arrangements of the

Cabinet Member with responsibility for Tourism and other Cultural Services will

be clarified.
2; Through continued liaison with the Council's partners and other stakeholders, 004929
@ action will be taken to further develop and promote package holidays in the

' district.

Agreed action is in the process of being implemented:

L) The Service will continue to monitor and develop the effectiveness of the 004945
® Integra destination management and booking system.
g; A review of the effectiveness of income generating schemes will be undertaken 004907
® and outcomes incorporated into the TIC business plans.
g; A revised Tourism Strategy will be developed in consultation with local 004935
® residents and stakeholders which will include the Authority's corporate aims

and objectives, and those of national/regional polices also due to be revised

within the next few months. The Strategy will be flexible enough to deal with

changing needs and prorities and be subject regular review.
g; A review of the current research and data collection and monitoring 004905
® arrangements will be carried out with a view to determining priorities and

capacity to deliver outcomes.
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Job: 03/0507 - Tourism - Promotions

Agreed action has been partially implemented:

L) In the short term consideration will be given to funding being sought from the 004944
Lancashire Tourism Partnership to address issues relating to compliance with

the Disability Discrimination Act as well as the general health and safety of staff

and the security of the Tourist Information Centres. These decisions will take

account of the Councils overall long term strategy for the future of the Tourist

Information Centres.

L

i

:; Additional funding will be sought to address the issues arising from the 004941
y commissioned report on the adequacy of directional signage to both Lancaster

’ and Morecambe Tourist Information Centres.
:; Arrangements for effective coordination between the Authority's cultural service 004917
) providers will be developed and formalised.

Agreed action has been reviewed and revised:

. Promotional literature will advertise the high level of participation in the national 004930
® grading scheme by the district's accommodation providers.

Derale W
Derek Whiteway CPFA, Internal Audit Manager

Distribution: Corporate Director (Regeneration)
Head of Economic Development and Tourism
Principal Tourism Officer
Head of Financial Services
Members of Audit Committee
Audit Manager (District Audit)
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LANCASTER :
Internal Audit - Follow Up Summary Report

Promoting City, Coast & Countryside

Job: 03/0518 - Housing Benefits & Council Tax Benefits 2003/04

Date of Final Report: 05 January 2004
Agreed By: Benefits and Customer Services Manager
Date of Follow-Up: 14 October 2004

Overall Opinion on Follow Up:

Positive action has been taken towards implementing the agreed actions resulting from the
original review further demonstrating the Service's commitment to continuous improvement.

An additional member of staff for the Overpayments and Control Section has seen an
improvement in the time taken to bring civil proceedings and it is hoped the trend continues
though much is dependent on the number of invoices raised in the first place.

Several problems have been identified which hinder monthly reconciliations between the
Academy and main accounting systems. Work currently being carried out on the feeder should
help ease the situation though there are doubts as to whether other problems identified will ever
be fully resolved. However Financial Services will continue to work with Information Services
and Revenue Services to achieve the best possible solution.
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Job: 03/0518 - Housing Benefits & Council Tax Benefits 2003/04

Summary Results of Follow Up:

Progress with Implementation of Agreed Actions

Implementation
ongoing
67%

Fully implemented
33%

Impl tati Stat No of
mplementation Status GG
Agreed action has been fully implemented 1
Agreed action is in the process of being implemented 2
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Job: 03/0518 - Housing Benefits & Council Tax Benefits 2003/04

Implementation of Agreed Actions - Detail Ref

Agreed action has been fully implemented:

. A recommendation to independently check manual calculations has been 005124
@ implemented during the course of this review, all manual calculations now
’ being verified by the Team Leader or Principal Benefits Officer who sign the

calculation sheet.

Agreed action is in the process of being implemented:

:} Once the full staffing structure is in place consideration will be given to 005273
® improving the length of time taken between the decision to take, and

preparations for, civil proceedings.

Revenue and Financial Services will continue to work towards monthly 006268
reconciliations of the Academy and main accounting systems through regular

meetings, monthly SQL reports and all information transferred via automated

feeders.

L p

Derel wwﬁ.a

Derek Whiteway CPFA, Internal Audit Manager

Distribution: Corporate Director (Central Services)
Chief Revenues Officer
Benefits and Customer Services Manager
Head of Financial Services
Members of the Audit Committee
Audit Manager (Audit Commission)
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