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Outside Policy Framework

Title:
CPA DAY'S LEAVE

Report of:
EXECUTIVE DIRECTOR

Report reference:
CE 17 04

Summary:

This report seeks the Executives’ confirmation of the decision taken by the Portfolio Holder (Corporate Resources) on 2nd December 2003 to award Council staff a day’s leave for their contribution towards the Comprehensive Performance Assessment in June 2003, which resulted in a ‘good’ score.

Recommendations:

The Executive is requested to:

1) Confirm the decision taken by the Portfolio Holder  (Corporate Resources) on 2nd December 2003 to award Council staff a CPA Day’s Leave.

2) Confirm that the legal basis for taking the decision was as set out in the comments of the Head of Legal & Democratic Services in this report

3) Note the different method of calculating the “opportunity cost” of the extra day’s leave.

Contact Officer:
Maggie Mooney
Ext:
 7018

1. BACKGROUND & CONTEXT

1.1 
Members will be aware that following the CPA inspection which resulted in the City Council achieving a ‘good’ score, the Executive Management Group’s view was that an additional day’s leave was the most appropriate way of repaying to staff effort contributed over a considerable period and to give a positive acknowledgement by Senior Managers and Members of a job very well done. Council staff had worked beyond their normal contractual expectations and it was felt that a day’s leave would boost morale to help the Council progress from a ‘good’ CPA score to an ‘excellent’ score in the future.

1.2  
Other forms of recognition had been considered by staff and members but a day’s leave was seen as recognising equal opportunities in that all staff could participate in and share and it and also provided a simple methodology for reflecting the extra contribution  which all staff were judged to have made in achieving the CPA result. It also clearly benefited those members of staff whose holiday entitlement was minimal.

1.3 
A number of discussions took place between June 2003 (when the CPA was underway) and December 2003. The experiences of other local authorities were taken into account in terms of how they had recognised staff’s achievements and particular attention was given to those authorities who had awarded time off for employees.

1.4 
During the period of discussion concerns had been raised by the Audit Commission, who stressed the importance that giving staff an extra day’s leave was not perceived as a gratuitous ‘reward’. These concerns were in response to the authority first raising them:

The Head of Legal Services advised on some of the legal issues arising from the proposal and, particularly, of the necessity of bearing in mind the restrictions arising from the decision in the case of Re Mc Grath, which effectively prevents an Authority making gratuitous payments to staff for past performance. Whilst the Council has power under Section 112 of the Local Government Act 1972 to determine the terms and conditions of its staff, case law has established that expenditure in the form of a reward for past service may not be lawful if it is simply gratuitous and does not relate to any work or performance by the employee over and above that which is contractually required from them.

The position relating to Re McGrath in regard to the proposal for the additional days leave was taken up by the Head of Finance and Head of Legal & Democratic Services with the District Auditor (on an informal basis) prior to any decision being made, and the District Auditor confirmed the need to address its implications in any decision which the Council might reach. 

 These findings were then balanced against the Council’s powers of the Local Government Act (1972 – Section 112) to employ staff on terms and conditions which it considers reasonable.

1.5 Senior Managers and Members were mindful of the above in reaching their decision. They were also mindful of the financial implications of agreeing to this form of recognition. The only additional cost to the Council identified by Business Unit Heads was £12,000 in the Commercial and Technical Services Business Unit and which it was agreed would be contained within existing base budgets, as indeed they have been. Offsetting savings were identified from the closure of the Civic Centre on 2nd January. There were therefore no financial implications in the Council requiring additional expenditure beyond that provided for in existing approved budgets.

Following on from the decision to award the extra days leave made by the relevant Portfolio Holder in December last, the District Auditor has raised two substantive points:-

i)
She believes that the Executive should take the opportunity to clarify the legal basis on which the decision was made and, more specifically, that it was not intended to be simply a gratuitous “reward” for past services not matched by extra performance from staff over and above their contractual obligations.  She has advised that the true position should be clarified and recorded.

ii) She believes that it would have been more proper for the Council, in calculating the cost of a day’s leave, to have used a different methodology from the one adopted. 

On the first point raised by the District Auditor, the proposal for the extra days leave was regarded as a methodology for reflecting the extra contribution which all staff were judged to have made beyond their normal contractual obligations in achieving the “good” CPA result, and it was not viewed as a gratuitous reward but as payment for extra work done.  It was also seen as an incentive to maintain the momentum and positive pace by staff to move future performance from a “good” to an “excellent” CPA rating, which is part of the general obligation to secure efficient and effective management of the Authority.  If the Executive are of a similar view and are so satisfied that that represents the basis for awarding the extra day’s leave then it would be sensible to clarify the point in affirming any earlier decision made by the Portfolio Holder so that the legal basis is clear.

On the second point regarding the question of cost, the District Auditor is of the opinion that it would have been more proper to have calculated the “opportunity cost” of all staff working one day less which, in her view, is the more usual method of calculation. The method of calculating the ‘opportunity cost’ would be to take the authority’s total wage bill and divide it by the estimated number of productive working days. However to calculate the ‘opportunity cost’ accurately would require offsetting savings from the closure of the Civic Centre, plus analysing the amount of officer time that was worked over and above paid contracted hours. This would be a significant piece of work and it is not considered at this stage to be a worthwhile exercise, although it is accepted that this may produce an ‘opportunity cost’ above the £60,000 key decision threshold.

The District Auditor advises that if the calculated ‘opportunity cost’ were above the £60,000 key decision threshold then it should be formally reported to the Executive.  This is a debatable point. In terms of the key decision financial limit, the Council’s Constitution states that a key decision is one which would result in the incurring of significant expenditure, with the limit currently set at £60,000. It is not considered that the incurring of significant expenditure was intended to include “opportunity cost” expenditure. Although the reasoning behind the argument to use “opportunity cost” calculations is understood, if the Council were to generally use this methodology, then it could have significant implications for other opportunity cost issues (e.g. sickness absence exceeding targets, corporate training days etc). 

As indicated above, an alternative method of calculating the cost was used at the time the decision was made by the Portfolio Holder which resulted in a lower cost figure and she proceeded, in good faith, to take a decision on the basis of that calculation, which she was entitled to do if the anticipated expenditure was correctly judged to be less than £60,000.  The Executive is being requested by the District Auditor to confirm the earlier Portfolio Holder decision, mindful of the fact that there is an alternative method of calculating costs and that if this method were to be used, it would result in a different outturn cost.

2. CONSULTATION

2.1 Between June and December 2003 consultation took place with:

· The Corporate Management Team

· Executive Management Group

· Joint Management Team

· The City Council’s Executive

· Audit Commission

· A number of local authorities who had awarded an extra day’s leave, following a ‘good’ or ‘excellent’ CPA score

3. RECOMMENDATIONS

3.1 The Executive is requested to:

1) Confirm the decision taken by the Portfolio Holder  (Corporate Resources) on 2nd December 2003 to award Council staff a CPA Day’s Leave.

2) Confirm that the legal basis for taking the decision was as set out in the comments  of the Head of Legal & Democratic Services in this report

3) Note the different method of calculating the “opportunity cost” of the extra day’s leave. 

4. REASONS FOR RECOMMENDATIONS

4.1 
The decision to grant an extra day’s leave was taken by the Portfolio Holder for Corporate Resources under her delegated powers. However it is felt appropriate that this decision is confirmed by the Executive as it gives the opportunity for the background and context to this issue to be outlined.

5. IMPLICATIONS

· Staffing/Resources – the report is concerned with the cost assumptions in staffing decisions. Staff were consulted as part of the decision-making process and were fully supportive of this proposal. There has been no negative impact on either performance of services or resources.

· Financial – the Head of Finance comments are included in the body of this report, at paragraph 1.5

· Legal – the Head of Legal & Democratic Services comments are contained within the body of this report, at paragraph 1.4

· Corporate – there were corporate implications in taking this decision, in terms of Senior Officers’ and Members’ recognition that the City Council had a corporate responsibility to acknowledge the significant contribution staff had made to the CPA result.

· Risk Management – the risk implications related to finance and these are outlined above.

· Equality Issues – the decision recognised equal opportunities in that all staff would benefit from an extra day’s leave and that the main beneficiaries were those members of staff whose holiday entitlement was minimal.

· Environmental – there are no environmental implications.

· Crime and Disorder – there are no crime and disorder implications

· Impact on Customers – in taking this decision there has been no negative impact on the delivery of services. The majority of staff took the 2nd January 2004 as their extra day’s leave, which was when the Civic Centre was closed.

Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers:

Executive Portfolio Holder Decision Notice – date of publication 2nd December 2003

Minutes of CMT meetings: 8th, 22nd September; 30th October; 17th November 2003

Minutes of JMT: 27th November 2003

Minutes of the Executive: 18th December 2003
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