APPENDIX H

SUGGESTED PROTOCOL FOR THE AQUISITION OF VEHICLES & PLANT

(Recommended areas for consideration derived from CIPFA LAAP Bulletin 55 – Feb 2003).

1. Identify the reason for/purpose of the reserve.
1.1. The Renewals reserve was established to enable Business Units to forward plan their own vehicle and plant replacement schedule.  

1.2. Correctly administered and controlled, the reserve would enable Business Units to make informed choices and produce a rolling programme for replacement that would be specific to each units needs and financial constraints. 

1.3. The true costs of Operational Leasing can be clearly identified and the importance of establishing a procedure for more stringent control would be emphasised.

2. Identify how and when the reserve can be used.
2.1. The administration of the plan. - Business Units should update the details contained in the plan annually in conjunction with the designated Financial Services Officer and the Transport staff.  

· This exercise should take place as prior to the initial budget setting process as possible and should have been considered fully prior to amendment to ensure that the information contained is as full and as accurate as possible.   

· This process should be briefly reviewed at 6 monthly intervals.

2.2. Financial control. - After the details of the plan have been decided and agreed (see 2.1).  The most appropriate method of finance should be decided for the procurement of the replacements.  

· The procurement process should take place preferably via one main transaction as soon as the various methods of financing have been identified.  This will allow scope for group discounting and reduced rates.

· The Head of Business Unit following advice gained from the Transport and Finance staff will decide the method of procurement. (subject to Head of Finance agreement).   

· All changes to present methods of financing should also be agreed by the Head of Finance to agree that resources are available or to recommend other suitable methods of finance.

· Although Business Unit Heads are responsible  for their part of the reserve, the actual procurement procedure for the vehicles and plant should be the responsibility of the designated Finance and Transport staff.   

· A suggested procedure is outlined further in point 3 of this protocol.   Adopting this procedure would strengthen the management and control of expenditure from the reserve and ensure that no unauthorised or unnecessary expenditure is allocated to the funds without going through the stated procedures.

3. Identify procedures for the reserve’s management and control.
The recommended protocol states that procedures for the management and control o the reserves must be established.  It is suggested that the following method of replacing assets be adopted to enable more effective systems to be established.  This list summarises points previously made in this suggested protocol.

Stage
Task
Action

Stage 1
Heads of Business Unit, Transport Manager and Financial Services Officer collaborate to confirm that the plan is full and complete and also that the current replacement schedule for that financial year is also correct.
Financial Services Officer - Amend plan if necessary.

Stage 2
Contact suppliers 
Transport Manager – Contracts out using appropriate tendering method dependent on value of fleet required.  Collates returns and makes recommendations.



Stage 2
Once replacement schedule for the forthcoming financial year is established.  The appropriate method of finance will be agreed and a report explaining any changes be submitted to the Head of Finance.
Transport Manager: - Inspect vehicles on list and make report to Head of Business Unit justifying need for replacement / deferral or brought forward for the year agree this list prior to any further action.

Financial Services Officer – Identify methods of finance appropriate for the replacement of this vehicle in conjunction with the Transport Manager.  Prepare report and submit methods to Head of Finance.

Head of Finance – Approve or disapprove methods of finance explaining reasons.  Forward report to Head of Business Unit for approval prior to submission to Head of Business Unit for ultimate decision on method of funding.

Head of Business Unit – Choose preferred method of financing. 



Stage 3
Decide on supplier
Head of Business Unit. - Awaits responses and accepts successful tender in adherence with Contact Procedure Rules



Stage 4
Procure
Transport Manager – Order goods, process orders via Authorities Financial Procedure Rules and forward all relevant documentation to Financial Services Officer.

Financial Services Officer – Register all information on a comprehensive record. (i.e spreadsheet or database) listing the following:

*Business Unit, *Supplier, *Supplier Reference, *Nominal code, *Date vehicle was purchased, *Cost of vehicle, *Method of finance, *Date of future renewal, *End of primary leasing period, *Total anticipated cost of the asset (i.e total expected cost of lease/contract hire over the duration of agreement and N.B.V cost in case of purchase), *Anticipated usage.

Include fields to be used after end of assets useful life *Actual usage, *Actual date of replacement, *Secondary lease date, * Anticipated Secondary lease costs.  Doing this will enable management reports to be established that will highlight when agreements are due for renewal in the following year and replacement programmes can become more structured.

Head of Business Unit/Head of Finance – Authorise.



4. A process and timescale for review of the reserve to ensure continuing relevance and adequacy.  
4.1. As the procedure has yet to be established it is difficult at this stage to recommend a process for timescale and review until one has been agreed.  If the following procedures were to be adopted it would be advised to review at six monthly stages during the initial process.  After each review a decision should be made by the Heads of Finance and the other officers concerned as to whether the suggested protocol was effective.

