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1 Introduction


1.1 The Rules of Governance for the Audit Committee, which were agreed by Council at the meeting on 2nd May 2006 (Report LDS./11/06 refers), state that as part of the Regulatory Framework, the Audit Committee will maintain an overview of (inter alia) the Authority’s Financial Procedure Rules (FPRs) and Contract Procedure Rules.(CPRs)


1.2 The FPRs are reviewed on an annual basis, in order to ensure that they reflect changes in legislation, Government and Council Policy, changes in the Council’s financial practices, structural re-organisation etc.


1.3 The FPRs have been reviewed and changes are proposed as detailed below.



2 Proposed Changes to the Financial Procedure Rules and Contract Procedure Rules


2.1 Appendix D - Financial Systems and Procedures - Paragraph D21

2.1.1 Existing wording

“All money received by an employee on behalf of the Council is paid without delay to the Director of Corporate Services or, as he directs, to the Council’s bank or National Giro account, and properly recorded.”

2.1.2 Proposed wording

“All income received by an employee on behalf of the Council is to be paid in at least weekly to the Director of Corporate Services or, as he directs, to the Council’s bank or National Giro account, and properly recorded. All monies must be held securely before being paid in.”

2.1.3 Reason for change- clarification and strengthening of procedure.



2.2 Appendix A – Financial Management – Paragraph A33 – Responsibilities of the Director of Corporate Services ref requests for carry-forward

2.2.1 Existing Wording

“To authorise requests in full where it relates to a specific committed item of expenditure where, due to external or other factors, the Director has been unable to spend the approved budget by 31st March.  The use of the resource will be restricted to the purpose for which the estimate was originally approved”.

2.2.2 Proposed addition to this paragraph

“The carry-forward will only be approved by the Director of Corporate Services if the expenditure is within both the Directorate’s and the Authority’s budget as approved for that year.  Any carry-forward which would result in an over-spend for the Authority will require authorisation by the Council”.

2.2.3 Reason for change - clarification and strengthening of procedure.



2.3 Key Decision limits and Virement limits.

2.3.1 A paper was presented to the Senior Management Team at its meeting on 16th January 2006 relating to the Authority’s limits for key decisions and Virement.  This paper is attached as Appendix A.

2.3.2 At that meeting, it was agreed that these limits would remain unchanged but would be reviewed again in due course.


2.3.3 The current limits, which were agreed by Council on 4th November 2003 are 

Virement up to £30,000 – Officer decision
Virement £30,000 to £60,000 - Executive decision
Virement over £60,000 – Council decision
Key decision limit- £60,000.


2.3.4 Proposed limits

Virement up to £35,000 – Officer decision
Virement £35,000 to £70,000 - Executive decision
Virement over £70,000 – Council decision
Key decision limit- £70,000.


2.3.5 It is also proposed that the above revised limits should apply, as appropriate, to the relevant sections of the Authority’s Contract Procedure Rules.


2.3.6 Reason for change – to update the limits to allow for inflation since the limits were last revised in 2003.


3 Recommendation

3.1 Members are requested to note and approve the proposed changes to the Financial Procedure Rules and Contract Procedure Rules and to forward this report to Council for consideration and approval.


Director of Corporate Services

June 2007  

APPENDIX A

SENIOR MANAGEMENT TEAM

16TH JANUARY 2006

FINANCIAL PROCEDURE RULES

KEY DECISION LIMITS AND VIREMENT LIMITS

BACKGROUND

As part of the current review of the Authority’s Financial Procedure Rules, the opportunity is being taken to consider any necessary changes to the rules relating to key decisions and to virement.

At present, the limit for “key decisions” in Carlisle is £60k.

The current virement limits are


· Up to £30k – officer decision (With Director of Corporate Services)

· £30k to £60k – Executive 

· over £60k – Council

In order to ascertain whether the above limits are reasonable in line with other Authorities, a number of Authorities were asked to provide information relating to their limits.

In all, information was obtained from 9 other Authorities, 5 of which form part of Carlisle’s “nearest neighbour” group.

KEY DECISION LIMITS

As will be seen from the following table, there is no standard approach to this – each of the 9 responding authorities has its own method of determination – or no defined limit in some cases.

VIREMENT LIMITS

Again, as will be seen from the table, there is no standard approach as to what is seen as a reasonable limit for virement at officer, Director etc level.  Each Authority has its own approach.

CONCLUSION/RECOMMENDATION

From the information gained, it appears that Carlisle’s limits are reasonable when compared to other similar Authorities.

It is therefore recommended that the current limits for key decisions and virement remain unchanged.

AUTHORITY
KEY DECISION LIMIT
VIREMENT LIMIT



Carlisle 
£60k for everything
Up to £30k – officer decision ;  £30k to £60k – Executive ;  over £60k – Council.



Corby
No K.D.s as such
Up to £10k – Heads of Service;  up to £25k – Core Management Team; over £25k Policy Committee



East Staffs (Nearest Neighbour)
£100k revenue;  £150k capital 
Up to £5k – within Service excluding sals and wages



Chester (Historic City)
No limits – each key decision is considered individually against both financial and community criteria.


Cabinet approval required above £20k

Brentwood
No mention of K.D.s in response or in their Constitution
Head of Finance has authority to vire up to £30k between any budget. Anything else goes to Policy Board.



New Forest
Limit is 10% of budget or an issue which affects  more than one parish
Below £1k – spending officer;  £2k to £5k is Director;  £5k to £10k is portfolio holder;  £10k to  £20k is Cabinet; over £20k is full Council. 



Taunton Deane (Nearest Neighbour)
No K.D. limit
Service Manager - £5k;  Head of Service - £10k;  Exec Cllr - £25k;  over £25k is Exec.



Chesterfield

(Nearest Neighbour)
K.D. limit is £50k
Up to £25k – Directors in consultation with Lead Members;  £25k to £100k – Cabinet decision;  over £100k – full Council



Ashfield

(Nearest Neighbour)
£50k – revenue;  £1m capital
£5k or 10% of receiving budget which ever is lower.



Fenland          (Nearest Neighbour)
No K.D. limit – basically anything outside the Revenue Budget, Capital Programme or Borrowing Limits approved by Council.
Within a Service – up to £50k or 20% is CMT; £50k to £250k is Cabinet; over £250k is Council.

Between Services – ditto

Between capital projects – ditto.



