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TUTORIAL GUIDE

1. General comments

(a) It is important that candidates answer all the questions as set.

(b) Where illustrative figures or information are asked for in a question, or their use is implied in the data, then they must be shown in the candidate’s answer.

(c) Evasion of the terms of the question on the grounds that the situation depicted in the Case Study is unlikely to have arisen or occurred, or is improbable in concept, should be penalised.

(d) Working papers submitted with answers should be scrutinised and used to test the candidate’s line of argument in unfinished work and as a guide to the method by which the candidates have utilised their acquired knowledge to deal with the various aspects of the Case Study.

(e) Detailed calculations are set out in the appropriate attached appendices. It must be emphasised that these are not ‘model answer’ figures but are based upon what are judged to be the ‘best’ assumptions made in answering the question.  Candidates should not therefore be judged on whether they got the figures ‘right’, but on how they reached their figures and how reasonable are their assumptions and arguments.

2. Synopsis of case

The case is set in Hutland, a European island state.  It concerns the affairs of the Dwellingtonia Provincial Council, an authority which provides local government services.  There are two main towns in Dwellingtonia, namely Bungalore and Pentowse.  The two towns exhibit differing economic and social conditions.  Bungalore is the provincial capital.  There appears to be a feeling amongst Pentowse residents that the Council has a tendency to place too much emphasis on addressing the needs of Bungalore.

The Council has recently completed the transfer of its entire housing stock of some 15,000 dwellings to the High Matt Housing Association.  Prior to taking this step, the Council’s Cabinet considered a report setting out the anticipated financial outcome of the transfer and laid down the parameters that it expected to be met.  Since the preparation of that report, there have been a number of important changes concerning, for example, the sale price of the dwellings, interest rate expectations, administrative savings and so on.

Candidates play the role of the Principal Accountant (Projects), who is given responsibility for assessing all of these changes and preparing updated information for the Cabinet.  The candidate is also a leading participant in the Council’s Capital Management Group, which is responsible for the planning and management of the regeneration programme.  Core finance for this programme is coming from the transfer receipt and the candidate is asked to provide advice on programme and project management. 

A further requirement arising from the transfer is for the candidate to advise the Head of Finance on the feasibility for making further savings in the Council’s payments operation, a matter of considerable sensitivity.   As a “quick response” question, the candidate is asked to draft a briefing note in response to a confrontational letter from a National Assembly member concerning the balance of the regeneration programme between Bungalore and Pentowse.

The case material gives candidates full opportunity to demonstrate their understanding of the case and to communicate relevant information clearly and tactfully.

Question 1

Aims

(a) To test candidates’ understanding of the issues raised in the letter from P S V Driver, the National Assembly Member for Pentowse South East.

(b) To test candidates’ ability under severe time pressure to identify and analyse the information relevant to those issues.

(c) To test candidates’ skill in presenting this information in a clear, concise and tactful manner, setting out cogent arguments but looking to develop a more positive future relationship with the Assembly Member. 

Assessment

(a) Brief background to the regeneration programme and a summary of available information about the economic/social circumstances of Bungalore and Pentowse  (25
%).

· A reference to the statutory obligation on the Council to promote the regeneration of areas that are suffering from social and economic deprivation. 

· An explanation that the programme is not “secret” and will be going forward to the Council’s Cabinet on 12 July. 

· A comment that the Council’s intention is that the regeneration programme will address priority problems throughout Dwellingtonia. 

· A comment to the effect that the Council fully recognises the levels of social and economic deprivation within Pentowse and commissioned a survey on this. 

· A reference to the deprivation and potential economic problems facing Bungalore.

· An analysis of the available statistics

 NOTE    For details see Appendix 1A, but note the comments in 1(e) above. 

(b) A summary of the proposed regeneration programme and its funding, together with an explanation of the extent to which Pentowse will benefit (45%).

· A statement that the total intended capital outlay is £115.88 million, not £60 million made up of £59.0 million from the housing stock transfer proceeds, £30.53 million from Hut Regen and £26.35 million from the EDF.


· A note that this will be spent over the period to 2005/06.

· Confirmation that the programme contains a new management centre and business park for Bungalore.

· A note, however, that there is also a new Enterprise Park for Pentowse.

· A copy of the proposed programme for the Assembly Member’s information, with a note stressing that it remains subject to Cabinet and Council approval.

· Comment that £48 million (42%) of the programme will be spent on Pentowse schemes, as against £37 million (32%) on Bungalore schemes.

· A note that the remaining £30 million (26%) will be incurred on province-wide schemes, namely improvements in transport links between Bungalore and Pentowse, which are expected to provide greater benefit to Pentowse.

· A note that, in comparison, 60% of the Province’s population live in Bungalore as against 40% in Pentowse.

· A note that, of the total stock transfer proceeds of £194 million, £120.5 million (62%) relates to dwellings in Bungalore and £73.5 million (38%) to those in Pentowse.  

· Comment that while a higher proportion of resources has been raised in Bungalore, a higher proportion of spending will take place in Pentowse.

  

(c) Reference to the approach being taken to ensure that the regeneration programme will be effectively managed. (10%)

· Acknowledgement of the serious problems in relation to the Inglenook Leisure Centre project.

· An assurance of the Council’s determination that the regeneration programme should be effectively controlled, including references to :

· the role of the Capital Management Group; 

· the drawing up of project management and programme management procedures that will be applied to all schemes in the programme.

(d) Presentation, format, tact and general readability (20%). 

· It is particularly important that candidates should not adopt a confrontational stance to the inflammatory remarks from the Assembly Member.

· A positive approach to improving future relationships would be useful, e.g. by suggesting a meeting with the Assembly Member to discuss the programme in more detail.



1.
Analysis of economic and social statistics
· Unemployment : The unemployment rate at Bungalore (3.9%) is markedly better than the national average (4.7%).  The Pentowse rate at 5.9% is worse than average.  However, in terms of the absolute numbers of registered unemployed people, Bungalore (2,984) has more than Pentowse (2,743).

· GDP per head : Both the 1996 and 2001 figures show that Bungalore enjoys a higher GDP per head than the national average but its relative position has slipped back.  GDP per head at Pentowse has seen very little change in relative terms, but remains below the national average.  No conclusion can be drawn from these figures as to the absolute levels of GDP.  They only show the position relative to the national average.

· Index of social deprivation: Bungalore exhibits less deprivation than the national average but its relative position has worsened significantly between 1996 and 2001.  Pentowse, on the other hand, has above average levels of deprivation but its position has improved markedly between the two years, i.e. down from 110.6% to 107.5% of the national average.  This tends to disprove the Assembly Member’s assertion that “its position is still getting worse”.

· Income support: The proportion of households receiving income support at Pentowse is 21.1% of population. The equivalent percentage at Bungalore is 21.0%.   However, the absolute number of households receiving income support is greater at Bungalore (6,900) than at Pentowse (5,060).

· Severe deprivation: The number of wards exhibiting severe deprivation is almost as great in Bungalore (5 out of 26) as at Pentowse (6 out of 25).

· Conclusion: The figures do show that Pentowse faces more severe problems of social/economic deprivation than Bungalore.  However, the problems at Bungalore appear to be significant and growing.  The warning note about Bungalore’s economy sounded in the Head of Regeneration’s memorandum therefore appears to have validity.

3. Question 2


Aims:
(a) To test candidates’ ability to identify and analyse a large volume of financial data.

(b) To test their ability to prepare a major report in an appropriate form for consideration by the Cabinet.

(c) To test their ability to assess and explain elements of uncertainty and risk in relation to the predicted outcome.

(d) To test their competence to present issues relating to early debt repayment in a manner that should be understood to lay members.

Assessment:

(a) Brief introduction reminding members of the decisions made on 3 January 2001 together with a recalculation of the capital cash flows and investment income.  (20%).

· A brief note of the decisions made on 3 January 2001 and the conditions applying.

· A note that all capital and revenue costs need to be considered over a six year period 2001/02 to 2006/07.

· A summary of the changes to the projected capital cash flows since that meeting was held :

· the increase in the stock transfer figure from £190 million to £194 million and its phased receipt on 1 April 2001 (£185 million) and 1 October 2002 (£9 million);

· the rate of the National Levy has been fixed at 9%, in place of the previous assumed figure of 10%, resulting in a reduction in the amount payable from from £17.50 million to £16.11 million;

· the revised phasing of capital payments for the regeneration scheme and a reduction in the total cost from £60 million to £59 million.

· A note that interest rate assumptions have changed from 5.25% for all years to 5.5% for 2001/02, 5.0% for 2002/03 and 4.75% thereafter.

· A revised statement setting out the capital cash flows and calculation of the average annual capital cash holding.

· On the basis of the interest rate projections, calculation of the estimated investment income receivable.

NOTE    For calculations see Appendix 2A, but note the comments in 1(e) above. 

(b) Explanation and calculation of the outcome of the savings exercise agreed by Management Team and calculation of the overall likely revenue consequences (costs and savings) of the housing stock transfer on the General Fund.  (30%)

· Explanation that :

· in the original estimates, there was a gap between the reduction in recharges to the Housing Fund following stock transfer and the savings identified in administrative costs of  approximately £300,000 per annum;

· the Chief Executive considered that additional savings of £200,000 per annum could be found to reduce this gap;

· the results of the savings exercise identified savings of £193,000 per annum; 

· there remain qualifications concerning the savings proposed for Finance Services and Property Services;

· there is a need for additional staffing and software upgrades in Rent Benefit administration to cater adequately for the increased workloads arising from the housing stock transfer.

· Adjustment of the administration and staff savings figure for the years 2001/02 to 2006/07 to reflect :

· the revised phasing;

· the Management Team exercise savings (including the reduced External Audit fee);

· calculation of the additional rent benefit administration costs likely to be incurred in the years 2001/02 to 2006/07;

· inflation at 3%.

· Calculation of the Housing Fund debt repayment charges (principal and interest) for the years 2001/02 to 2006/07.

· A note of the other revenue savings/income figures for the years 2001/02 to 2006/07 :

· the investment income figures already calculated;

· the additional NSG receivable from 2003/04 onwards.

· A note of the other Housing Fund costs for the years 2001/02 to 2006/07 :

· the loss of the Housing Fund administration recharge;

· the amenity costs now chargeable to the General Fund.

· A note of the estimated rent benefit payments (net of 90% NSG) for the years 2001/02 to 2006/07.

· A note of the revised redundancy and pension costs payable in 2001/02.

· A note of the running costs of the regeneration capital programme.

· A statement of costs and savings for the years 2001/02 to 2006/07.

· Calculation of the ongoing net savings after 2006/07.

· A comment that the updated projection meets all the requirements laid down by the Cabinet on 3 January, namely:

· the stock transfer receipt is now £194 million, as against the minimum requirement of £190 million;

· there is a net benefit from transfer for the period up to 2006/07 of £0.672 million, but a deficit in the first year, 2001/02;

· there is an annual benefit projected of £0.031 million in 2006/07, and an additional £0.013 million in 2007/08 and future years;

· the proposed regeneration programme is expected to rely on DPC capital receipts for financing to the extent of £59 million compared with the £60 million maximum.

NOTE    For calculations see Appendix 2B, but note the comments in 1(e) above

(c) Explanation of uncertainties attaching to the revised forecast (20%). 

· Explanation, discussion and analysis of the many uncertainties attaching to the updated projection.

· Conclusion that the potential effect of these uncertainties is significant, particularly in relation to the cumulative revenue benefit (£0.672 million), the 2006/07 annual revenue benefit (£0.032 million) and the additional ongoing revenue benefit (£0.013 million per annum). 

· A note of the likely implications of overall adverse variances arising as a result of these uncertainties : 

-
rephasing of the regeneration programme (defer some schemes);

-
a reduced regeneration programme;

-
revised repayment arrangements on the Housing Fund debt (longer repayment period);

-
spreading of pension fund strain costs;

-
other additional revenue savings.

NOTE    For details see Appendix 2C, but note the comments in 1(e) above

(d) Explanation of factors relating to premature debt repayment (15%).

· A note that, after stock transfer, the Council has a remaining debt to the Hutland Development Bank (HDB) of £35.60 million at a fixed rate of 8.10%.

· Segment Financial advise that the Council would have to incur a premium of £17.02 million to extinguish this debt, making a total payment of £52.62 million.

· An explanation that :

· the HDB will have had to borrow money itself in order to finance its loan to the Council;

· this loan was taken out in the past when interest rates were higher;

· HDB can be expected to have made long term commitments to its lenders on the assumption that it would be receiving a rate of 8.10% on its loan advance to the Council

· interest rates are now much lower (National Bonds are 5.5%)

· if the Council were to repay the loan in full, the Bank could only re-invest at 5.5%;

· the premium is therefore necessary to fund the deficit that the Bank would otherwise incur;

· if rates were currently higher than the 8.1% rate, the Council would receive a discount on settlement of  the debt.  

· A note that the outcome of the DCF exercise undertaken by the Principal Accountant (Technical) indicates that, unless interest rates rise significantly, it is not be financially viable to repay the debt.  

· A comment on the relevance of DCF to this situation and an explanation that if interest rates rise, the amount of the required premium should fall.

(e) Presentation, format, report style and general readability (15%).

· No specific recommendations are expected from this report, but candidates should include a clear statement of their conclusions.



1. National Levy

	
	2001/02
	2002/03
	TOTAL

	
	£000
	£000
	£000

	Stock transfer 
	185,000
	9,000
	194,000

	   Less transfer expenses
	-15,000
	0
	-15,000

	Opening Capital 1 April
	170,000
	9,000
	179,000

	
	
	
	

	National Levy
	
	
	

	   At 9%
	15.300
	0.810
	16.110


2. Capital Flows and investment income

	
	2001/02
	2002/03
	2003/04
	2004/05
	2005/06
	2006/07

	
	£000
	£000
	£000
	£000
	£000
	£000

	Stock transfer 1 April 2001
	185,000
	
	
	
	
	

	   Less transfer expenses
	-15,000
	
	
	
	
	

	   Less National Levy
	-15,300
	
	
	
	
	

	Opening Capital 1 April
	154,700
	151,700
	153,390
	141,890
	123,390
	113,890

	
	
	
	
	
	
	

	Changes in-year
	
	
	
	
	
	

	   Stock transfer 1/10/02
	
	9,000
	
	
	
	

	   National levy 1/10/02
	
	-0,810
	
	
	
	

	   Tenants’ purchases
	2,000
	2,000
	2,000
	2,000
	2,000
	

	   Regeneration programme 
	-5,000
	-8,500
	-13,500
	-20,500
	-11,500
	

	Closing Capital 31 March
	151,700
	153,390
	141,890
	123,390
	113,890
	113,890

	
	
	
	
	
	
	

	Net capital mid-year
	153,200
	152,545
	147,640
	132,640
	118,640
	113,890

	
	
	
	
	
	
	

	Assumed interest rate (%)
	5.50
	5.00
	4.75
	4.75
	4.75
	4.75

	Investment income
	8,426
	7,627
	7,013
	6,300
	5,635
	5,410




1.
Inflation Factors
	
	2001/02
	2002/03
	2003/04
	2004/05
	2005/06
	2006/07

	At 3% per annum
	
	
	
	
	
	

	   Cumulative factors
	1.0000
	1.0300
	1.0609
	1.0927
	1.1255
	1.1593

	
	
	
	
	
	
	

	Cumulative rate (%)
	
	3.00
	6.09
	9.27
	12.55
	15.93


2.
Administrative Staff & Related Savings (summary line)

	
	2001/02
	2002/03
	2003/04
	2004/05
	2005/06
	2006/07

	
	£000
	£000
	£000
	£000
	£000
	£000

	Administration Savings
	-780
	-1,500
	-1,500
	-1,500
	-1,500
	-1,500

	
	
	
	
	
	
	

	Management Team exercise
	
	
	
	
	
	

	   Additional staff cuts 
	
	-158
	-158
	-158
	-158
	-158

	   External audit savings
	
	-35
	-35
	-35
	-35
	-35

	Revenue Benefit costs
	
	
	
	
	
	

	   Short term staff costs
	40
	
	
	
	
	

	   Long term staff costs
	
	38
	38
	38
	38
	38

	   Additional software
	
	15
	15
	15
	15
	15

	
	-740
	-1,640
	-1,640
	-1,640
	-1,640
	-1,640

	Inflation at 3%
	
	-49
	-100
	-152
	-206
	-261

	
	-740
	-1,689
	-1,740
	-1,792
	-1,846
	-1,901


3.
Administrative Staff & Related Savings (line by line)

	
	2001/02
	2002/03
	2003/04
	2004/05
	2005/06
	2006/07

	
	£000
	£000
	£000
	£000
	£000
	£000

	Administration Savings
	-780
	-1,545
	-1,591
	-1,639
	-1,688
	-1,739

	
	
	
	
	
	
	

	Management Team exercise
	
	
	
	
	
	

	   Additional staff cuts 
	
	-163
	-168
	-173
	-178
	-183

	   External audit savings
	
	-36
	-37
	-38
	-39
	-41

	Revenue Benefit costs
	
	
	
	
	
	

	   Short term staff costs
	40
	
	
	
	
	

	   Long term staff costs
	
	39
	40
	42
	43
	44

	   Additional software
	
	15
	16
	16
	17
	18

	
	-740
	-1,690
	-1,740
	-1,792
	-1,845
	-1,901



4.
Housing Fund Debt Repayment Charges 

	
	2001/02
	2002/03
	2003/04
	2004/05
	2005/06
	2006/07

	
	£000
	£000
	£000
	£000
	£000
	£000

	Outstanding Debt b/f 
	35,600
	34,710
	33,820
	32,930
	32,040
	31,150

	
	
	
	
	
	
	

	Principal repaid 31 March*
	890
	890
	890
	890
	890
	890

	Interest @ 8.10%
	2,884
	2,812
	2,739
	2,667
	2,595
	2,523

	Principal & Interest 
	3,774
	3,702
	3,629
	3,557
	3,485
	3,413


· 35,600 (Principal Outstanding) / 40 years

5.
Summary of Costs & Savings 

	
	2001/02
	2002/03
	2003/04
	2004/05
	2005/06
	2006/07

	
	£000
	£000
	£000
	£000
	£000
	£000

	Savings
	
	
	
	
	
	

	   Administration
	-740
	-1,689
	-1,740
	-1,792
	-1,846
	-1,901

	   Investment Income
	-8,426
	-7,627
	-7,013
	-6,300
	-5,635
	-5,410

	   Additional NSG
	0
	0
	-100
	-490
	-1,070
	-1,890

	
	-9,166
	-9,316
	-8,853
	-8,582
	-8,551
	-9,201

	Costs
	
	
	
	
	
	

	  From Housing Fund
	
	
	
	
	
	

	    Debt repayment charges
	3,774
	3,702
	3,629
	3,557
	3,485
	3,413

	    Administration recharge
	1,800
	1,854
	1,910
	1,967
	2,026
	2,087

	    Amenity costs
	250
	257
	265
	273
	281
	290

	  Rent benefit payments
	1,500
	1,545
	1,591
	1,639
	1,688
	1,739

	  Redundancy costs
	565
	0
	0
	0
	0
	0

	  Pension costs
	3,070
	0
	0
	0
	0
	0

	  Running costs (programme)
	100
	350
	550
	830
	1,370
	1,640

	
	11,059
	7,708
	7,945
	8,266
	8,850
	9,169

	
	
	
	
	
	
	

	Net Saving
	1,893
	-1,608
	-908
	-316
	299
	-32

	
	
	
	
	
	
	

	Total Net Saving
	
	
	
	
	
	-672



6.
Ongoing (post 2006/07) Savings 

	
	2006/07
	
	
	
	               2007/08

               onwards

	
	
	
	
	
	               annually

	
	£000
	
	
	
	
	£000

	Savings
	
	
	
	
	
	

	   Administration
	-1,901
	Inflation at 3%
	-57

	   Investment Income
	-5,410
	No change
	0

	   Additional NSG
	-1,890
	Inflation at 3%
	-57

	
	-9,201
	
	
	
	
	-114

	Costs
	
	
	
	
	
	

	  From Housing Fund
	
	
	
	
	
	

	    Debt repayment charges
	3,413
	Reducing principal and hence interest
	-72

	    Administration recharge
	2,087
	Inflation at 3%
	63

	    Amenity costs
	290
	Inflation at 3%
	9

	  Rent benefit payments
	1,739
	Inflation at 3%
	52

	  Redundancy/pension costs
	0
	
	0

	  Running costs (programme)
	1,640
	Inflation at 3%
	49

	
	9,169
	
	
	
	
	101

	
	
	
	
	
	
	

	Net Saving
	-32
	
	
	
	
	-13




1.
Uncertainties affecting the updated financial projection

· Capital receipts from the tenants’ purchase scheme  - The actual receipt will depend both on number of properties sold and sale prices.

· Capital payments on the regeneration programme - The programme is still at a very early stage so that both timing and costs of projects must still be uncertain.  There is a potential gearing effect in that the external funders (Hutregen and European Development Fund) may not increase their contributions if project costs rise.  Given the nature of capital programmes, it is probably more likely that the regeneration programme will suffer from increased costs and delays, rather than benefit from cost reductions.

· Interest rates - The updated projections allow for reduced interest income, based on the advice from Segment Financial, and this may be seen as a prudent approach.  The impact of further changes in interest rates could be significant, as a 1% variance would result in a difference of +/-£1-£1.5 million in interest income.
· Rent Benefit - Changes in benefit entitlement would result in adverse or beneficial variances.   The impact of such changes would be moderated by the corresponding change to the 90% government grant.  Assuming that the regeneration programme is a success, improved economic performance could reduce the demand for rent benefit.
· Running costs of the regeneration programme schemes - As with the capital costs, the projections of running costs must be very uncertain at this early stage.  It should be noted that the net income projected from the two business parks (£340,000 per annum) will depend on their being fully let by 2006/07.

· National Support Grant - The estimated additional entitlement could be subject to variances, good or bad, resulting from changes in the NSG formula, or changes in the data used to calculate Dwellingtonia’s entitlement.
· Inflation - Annual inflation at 3% has been built into the projection.  Any change in this rate would affect, in particular, the capital and running costs of the regeneration programme, the value of the administrative cost savings, and the notional value of the administration and amenity recharges no longer being made to the Housing Fund.
4. Question 3


Aims:
(a) To test candidates’ understanding of the service, technical and financial issues that need to be managed effectively to ensure the successful implementation of a major capital programme;

(b) To test candidates’ ability to identify weaknesses in DPC’s current systems and procedures for the initiation, management and control of capital projects;

(c) To test candidates’ ability to draft a set of practical procedure guidelines for the overall control of the capital programme and management of specific capital projects.

Assessment:
(a) Identification and explanation of the weaknesses in current systems and procedures for the initiation, management and control of capital projects.  (25%)  

· A note of the comments made by the Chief Accountant in his memorandum :

· Little consideration of corporate priorities when agreeing capital schemes;

· A lack of clear accountability for the delivery of capital schemes;

· No reporting procedures on capital schemes or capital programmes.

· A note of the issues raised by Head of Regeneration in his memorandum welcoming members to the Capital Management Group (CMG) :  

· The selection of ill-defined and unrealistic schemes;

· Little consideration of pre-contract stage complexities;

· No consideration of revenue implications, particularly running costs;

· Poor performance in attracting external funding;

· Political aspirations overriding practical realities. 

· A note of the points raised by the letter from the Chairman of the Inglenook Community Sports Association (CSA) :

· Lack of consultation at the pre-design stage;

· The designs did not meet the client’s needs;

· Lack of accountability and direction in resolving design problems;

· Delays in completing the scheme;

· Final costs in excess of the scheme budget;

· No provision for furniture and equipment costs;

· General disappointment as a result of client expectations not being met.

· A note of the points raised in the letter from Knight, Jarr and Swift, the Inglenook project architects : 

· Poor communication and conflict with the in-house project manager appointed;  

· Very few key dates were set and these allowed no room for slippage;

· Lack of project co-ordination;

· No prior consultation exercise with the clients and users, leading to design changes and additional costs;

· Lack of accountability and clarity as regards responsibility;

· Professional fees not included in the capital budget;

· Lack of staff appointments by DPC prior to opening;

· Lack of preparation for opening in terms of the promised advertising and promotion by DPC.   

(b) Explanation of the key arrangements and procedures for the overall management of capital programmes.  (20%)

· A note of the importance of setting up a programme management team, such as Capital Management Group, which should be :
· led by a senior officer;

· have senior policy, technical and financial representation;
· be fully committed to the purpose and aims of the team.
· An explanation that the team should have responsibility for the overall formulation of the draft programme on an ongoing basis through :

· an assessment of available sources of finance, including the scope for securing external sources of funding;

· a full assessment of new projects proposed for inclusion on the basis of their  contribution to the meeting of corporate objectives, their practicality, their capital costs and their ultimate revenue consequences.

· An explanation of the team’s key role in monitoring and updating the overall programme through regular reports from project teams and project managers which cover :

· costs variations;

· delays and necessary changes in phasing;

· any developments affecting external funding;

· aborted schemes.

· The importance of regular reports to DPC’s Management Team and periodically to elected members on :

· the overall progress of the programme;

· any significant variances in schemes, costs, funding or phasing;

· any consequential action taken or recommended.

(c) A draft set of procedure guidelines for the management of projects.  (40%)

· Production of a set of procedure guidelines for the management of projects which address :

· the above points and issues;

· the areas set out in the memorandum from the Head of Regeneration.

NOTE    For details see Appendix 3A, but note the comments in 1(e) above

(d) Presentation, format and general readability (15%)



1.
Management of Projects – Procedure Guidelines

· Accountability for delivery - A project team should be established for each project or group of projects.  This team :

· should include relevant professional disciplines (service/technical/financial);

· depending on the nature of the project, might also include estates, legal and planning representation;

· should be led by a team leader or project manager with the prime responsibility for ensuring the delivery of the project.

· A contribution to corporate priorities - Prior to inclusion in the programme, each proposed project should be assessed for its relevance to corporate priorities.  Only projects that are clearly relevant to priority service objectives should be recommended for inclusion.  In the context of this case, Capital Management Group would undertake the initial assessment.

· Service/client expectations  - The project team should satisfy itself that, prior to detailed design work starting, there has been appropriate consultation with funding partners, other external organisations and service users and that the project will meet reasonable service and client expectations.

· Tender procedures – The team will need to determine the tendering arrangements that will be most appropriate for each project, and ensure that statutory requirements and the Council’s own standing orders are complied with.  

· Capital costs - It is essential that all aspects of cost are taken into account, e.g. land purchase, planning obligations, infrastructure works, professional fees, and furniture/equipment costs, as well as building costs.  Any specific factors likely to affect tender prices should also be considered.

· Contracts – The team will need to be aware of the terms of all contracts relating to the capital programme and, in particular, those relating to variation orders, claims and penalties.  

· Future running costs – At the same time, the project team should assess the initial revenue impact of the project, and to see that appropriate allowance is made in revenue budgets.  It will also be necessary to ensure that the procedures laid down by the funding bodies in respect of claims and for reporting on progress etc. are fully complied with.  

· External capital contributions - The project team should obtain regular updates in relation to the claiming and receipt of any external contributions.

· Timescale for delivery - A programme should be based around key dates for the achievement of particular stages, so that the critical path can be established.   All dates should be realistic with sufficient time allowed for consultation and planning processes and for any consequential re-design.


1. Management of Projects – Procedure Guidelines (continued)

· Monitoring of delivery - Ideally project management software should be obtained and used, particularly in the case of complex projects, and the project team should meet regularly to :

· review design/contract progress against the planned dates;

· consider project costs and variations;

· review external funding obligations;

· agree any remedial action required;

· agree reports to the Capital Management Group.

· Operation of new facilities – The project team must also ensure that preparations are made in good time for operation of the project, e.g. staff recruitment and training, marketing and promotion, etc.

· Learning from experience – The project team should record and disseminate information about the progress and outcome of the project for future application.

6. Question 4

Aims:

(a) To test candidates’ understanding of issues surrounding the operation and performance of the creditor payments function;

(b) To test candidates’ ability to analyse and interpret statistical data relating to the creditor payments functions;  

(c) To test candidates’ ability to assess and respond upon sensitive staffing issues, including those concerning the performance of a senior member of staff;

(d) To test candidates’ readiness to put forward constructive ideas to address the relevant issues raised by this assessment.

Assessment:
(a) Analysis of the performance of the DPC payments function compared with comparator authorities and testing of the statements made by the Paymaster.  (25%)

· A brief explanation of the effect of the “Fair Payment Guideline”.

· Acknowledgement that the number of duplicate payments allowed is very low.

· Acknowledgement that DPC pays its invoices in the lowest average time (25.87 days), marginally faster than Casablanca, the “beacon authority”.

· A testing of the statement that “DPC’s performance in paying invoices quickly was …. significantly better than the average for all authorities in Hutland.

· Conclusion that, on the basis of statistical analysis, this is probably true (at the 95% level), but that this is not a totally relevant statistic and does not necessarily indicate good practice.

· Analysis of the payment profiles provided by the Local Auditor, noting that :

· DPC only pays 72.13% of its invoices within 30 days;

· It therefore pays 27.87% of its invoices outside the required period;

· 8.40% of its invoices are paid after more than 40 days;

· Of the five authorities it pays the highest percentage within 1-10 days (7.06%) and within 11-20 days (18.47%)

· Conclusion that : 

· Unless early payment is a deliberate policy to assist local suppliers, unnecessary interest charges are being incurred as a result of paying a high proportion of invoices too early;

· the high percentage of late payments (after 30 days) means that the payment process at DPC does not meet the Government’s Fair Payment Guideline;

· the payment process appears to be far less controlled than at the other authorities.

NOTE    For calculations see Appendix 4A, but note the comments in 1(e) above

(b) Evaluation of the evidence on salary costs and consideration of the scope for making salary savings.  (25%)

· A note of the Paymaster’s claim that DPC’s cost per payment is only 12p more than that of Casablanca. 

· Acknowledgement that, in overall terms, this is borne out by the figures quoted by the Local Audit Commission.

	
	
	Casablanca
	Dwellingtonia

	
	
	£
	£

	Staff Costs - Central
	1.62
	1.97

	Staff Costs - Devolved
	1.32
	1.29

	IT Costs
	0.96
	0.72

	Other Costs
	0.45
	0.49

	
	
	4.35
	4.47


· Analysis of Local Audit Commission figures noting that :

· DPC’s IT costs are lower than those at Casablanca (£0.72 against £0.96 per payment);

· Devolved staffing costs are roughly comparable (£1.29 against £1.32 per payments);

· Central staffing costs are significantly higher (£1.97 against £1.62 per payment).

· A note that if DPC was able to reduce its staff cost per payment to that of Casablanca, it would save £30,720 per annum. (96,000 payments x 32p), still significantly less than the actual saving proposal for finance salaries put forward by the Head of Best Value (£42,000).

· Conclusion that, on the face of it, the comparative cost figures indicate that DPC should be looking for savings in its central staff costs on creditor payments. 

· A note of the Paymaster’s alleged comment that departmental (devolved) costs should be cut.

· A comment, however, that, as indicated by the letter from Polly Parrot, his approach to this issue may lack objectivity.

· A note of caution about drawing firm conclusions, since, without knowing precisely which elements have been devolved in both authorities, it would be unwise to make a firm recommendation.

(c) An assessment of the financial control, cost and management issues apparent within the payments function, and consideration of how these might be addressed and a note of the implications of taking no action.  (35%).

· A note of the financial control and cost issues apparent within the payments function :

· DPC’s record on avoiding duplicate payments, and the Paymaster’s committed approach to avoiding mistakes are positive factors;

· Does this record, however, come at an excessive cost?  Is it justified?

· The payment period statistics indicate a lack of control or poor procedures in other parts of the payments function;

· The Government’s Fair Payment Guidelines are not being met;

· There is a corporate requirement to make further administrative savings within the payments function, which would cause problems if not met; 

· The cost levels reported for Casablanca, the beacon authority, provide evidence that some further savings can probably be made within the DPC payments function without sacrificing financial control;

· This evidence is reinforced by the comments in the Paymaster’s memorandum and the P. Parrot letter to the effect that some work is being duplicated and that the IT system is not being fully used;

· A note of the management and morale issues apparent within the payments function :

· Morale is reported to be low amongst central staff, as a result of the extra workload involved in checking devolved department invoices;

· Devolved staff appear to be suffering even lower morale as a result of isolation, poor support from departmental managers and a lack of trust from central management, particularly the Paymaster;

· It appears that devolved staff have not been fully trained in all aspects of the new creditor payments 

· There is clear split developing between central and devolved staff when it is essential that these teams work closely together for the benefit of the overall creditor payments function; 

· The uncertainty about further cuts, and where these will be made, is no doubt making matters worse, at least in the short term;

· The Paymaster is clearly unhappy about the move away from a fully centralised system of creditor payments and appears reluctant to accept the new way of operating the function;

· This and the need to cut posts is probably affecting his own morale;

· The Paymaster’s comments to the Head of Personnel appear to show that he may possibly be using the need for good financial control as a convenient lever to resist change.


· A summary of the actions required to address these problems :

· The Paymaster’s manager (Barnie Owl) needs to discuss all these control, cost and management issues openly with him and agree a way forward which ensures that they are all addressed;

· Best Value and the needs of the authority must take precedence over personal preferences;

· If the Paymaster requires further management training to deal with the wider responsibilities of the new devolved operation, then this should be offered;

· There is a need to carry out a full cost appraisal of the function.  Both central and devolved staff should be required to break down their creditor payments time over detailed parts of the overall function (data entry, verification, queries etc.) in order to ascertain where the excess costs are and where savings might be made.

· There also needs to be a full review of systems and procedures to rectify the current payments profile, to improve cash flow and to ensure compliance with the Government’s Fair Payment Guidelines. 

· The reasons for these exercises should be explained fully to all staff within the creditor payments function (central and devolved);

· Staff should be actively involved in the exercises, particularly the review of systems and procedures;

· A “Creditor Payments Group” (or similar communications medium), chaired by the Paymaster, should be established with representatives from the central team and from all the devolved departments;

· This Group should meet on a regular basis to discuss problem areas, to keep up to date on developments, to consider training requirements and to build a closer working relationship between the central and devolved teams;

· All training requirements should be met to ensure that all central and devolved staff are equally familiar with the new system and its operation;

· Staff need to be kept fully informed about the staff cuts issue;

· Staff who might be interested in early retirement or redeployment should be encouraged to come forward;

· Redeployment opportunities may well exist (the letter from Caseload Associates indicates that two extra posts will be needed in Rent Benefit administration). 

(d) Presentation, format, tact and general readability (15%).



1.
Test – Speed in Paying Invoices 
Dwellingtonia invoice sample size (n) = 96,000 @ 2.5% = 2,400

Standard deviation for all Hutland authorities ( = 7.63 days 

Average for all Hutland authorities is 26.18 days 

Average for DPC is 25.87 days
The only concern is whether the Dwellingtonia average payment period is less than the the Hutland average.  A one-tail test is therefore required. 

Ho : x = m

Hi  : x < m
Where x = the Dwellingtonia average payment period and m = the Hutland average.

The standard error is given by :

	Se =
	
	   =
	      7.63
	   =
	      7.63
	    =
	0.068

	
	Ön
	
	    Ö12,500
	
	     Ö111.80
	
	


From tables z factor = 1.645 (5% level) and 2.326 (1% level)

Critical value 
= 
26.18 –(0.068 x 1.645) at the 5% level 



=
26.18 – 0.11

                     
=
26.07 days
The DPC average payment period lies outside the 5% confidence limit, so at the 95% confidence level the null hypothesis is rejected and it is concluded that the Dwellingtonia average payment time is significantly faster than the Hutland average.

Critical value 
= 
26.18 – (0.068  x 2.326) at the 1% level 



=
26.18 – 0.16

                     
=
26.02 days
The DPC average payment period lies outside the 1% confidence limit, so at the 99% confidence level the null hypothesis is rejected and it is concluded that the Dwellingtonia average payment time is significantly faster than the Hutland average.



2. Analysis of Payment Periods

	% of invoices paid in -  
	1-10 days
	11-20 days
	21-30 days
	Within

30 days
	31-40 days
	>40 days
	Over

30 days

	
	%
	%
	%
	
	%
	%
	

	Casablanca
	0.75
	5.25
	85.25
	91.25
	6.15
	2.60
	8.75

	Dwellingtonia
	7.06
	18.47
	46.60
	72.13
	   19.47
	8.40
	27.87

	Hovelton
	2.16
	7.43
	76.67
	86.26
	8.93
	4.81
	13.74

	Maysonett
	0.65
	11.03
	70.85
	82.53
	   12.97
	4.50
	17.47

	Tabernacle
	0.93
	8.52
	71.26
	80.71
	   14.22
	5.07
	19.29
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