NORTHUMBRIA POLICE AUTHORITY                                            
21 March 2005

______________________________________________________________________________

DEVOLVED FINANCIAL MANAGEMENT

Joint Report of the Chief Constable and Treasurer

______________________________________________________________________________

1.
PURPOSE OF THE REPORT

1.1
The purpose of the report is to recommend the inclusion of the budget for the repair and maintenance of police vehicles within the scheme of devolved financial management with effect from 1 April 2005.

2.
BACKGROUND

2.1
The Authority received a report on 12 March 1996 (minute 246 - 1996/1997 refers) outlining the proposals to implement a scheme of devolved financial management, with Phase I commencing on 1 April 1996.  Over the last nine years Northumbria Police has incrementally devolved budget heads to Area Commands and Departments.  Devolvement has given local managers greater flexibility in the management of resources and significant benefits in accountability.  

2.2
At a meeting of the Police Authority Interim Business Committee held on 27 August 2002 (minute 92 - 2002/03 refers) members approved the implementation of a series of recommendations arising from the Best Value Review of Fleet Management.  One of these recommendations was to “introduce internal charging for vehicle maintenance and accident repairs once systems are in place to facilitate the process”.  The Review noted that this would:

 place a responsibility of the user to exercise greater care in the use of vehicles;

 assist the Force in meeting future reporting requirements and will enable effective benchmarking to be carried out.

2.3
Systems to facilitate devolvement were implemented during 2003 and, consequently, 


1 April 2004 was the date scheduled for the introduction of devolvement.  However, as a result of the Public Service and Performance Review and the decision to reduce the number of Area Commands from 15 to 6, it was not considered feasible to devolve the Fleet Management budget during 2004/05 and therefore the devolvement was postponed until 1 April 2005.  This delay was reported to the Best Value Development Group in February 2004.


2.4
The current management information systems are able to support the administrative requirements arising from this proposal.  Management information will be facilitated via a direct link from the Tranman System in Fleet Management, with the Agresso corporate financial system ensuring robust financial control and accountability. 

3.
CURRENT POSITION

3.1
The budget for fuel of £1.7m has been devolved since the start of the scheme of devolvement in 1996.

3.2
For 2005/06 the agreed revenue budget for the repair and maintenance of the vehicle fleet is £2.38m, as summarised below:



£’000

Employee Expenses

827


Repair and Maintenance

1,553





2,380


Under current arrangements the costs of repair and maintenance are managed centrally which provides no local financial incentive to exercise sound vehicle care.  

4.
PROPOSAL

4.1
It is proposed that the budgets held for the repair and maintenance of police vehicles, totalling £2.4m, are included within the scheme of devolved financial management from 1 April 2005.  This will increase the total budget devolved to area commands and departments, for 2005/06, to £36.4m.

4.2
The repair and maintenance budgets will be operated as a trading account, inclusive of employee and overhead costs.  Charges will be made to budget holders under two main headings:

 repair and maintenance at an estimated cost of £1.917m;

 accident damage at an estimated cost of £0.463m.

4.3
As with all devolved budgets, a detailed protocol has been produced that sets out the responsibilities for budget holders and necessary consultation has been undertaken with Business Managers, in this regard.

4.4
In respect of financial controls managers will have a clear focus on costs, value for money, priorities and the support of these priorities through the virement opportunities available within the overall scheme.  Whilst devolution will give direct local control over resources the overall policy, relating to the operation of the vehicle fleet including the standardisation of vehicle procurement, will not be subject to local control.

4.5
There will be no virement out of this budget to underpin other budget areas for the first financial year.  However, there will be the freedom to vire into this budget and also to apply accumulated savings from within the reserve account.

4.6
The overarching benefit of this proposal should be to provide Commander and Heads of Department with the freedom to develop their own approach to local needs and the deployment of necessary resources to meet those needs.  In addition, the following benefits should also arise:

 facilitated benchmarking within both the public and private sectors;

 assists with the introduction of a performance management framework throughout fleet management;

 a more efficient and effective approach to the management of the fleet via a clear customer focus and accountability to users;

 acquisition of additional vehicles via outside funding sources will reflect appropriate business decisions having been taken with regard to the full lifetime cost of vehicles and the availability of necessary budget provision.

5.
EQUAL OPPORTUNITIES IMPLICATIONS

Nil.

6.
HUMAN RIGHTS IMPLICATIONS

Nil.

7.
FINANCIAL IMPLICATIONS

7.1
The Treasurer confirms there will be no additional costs to the Authority arising from this proposal.

8.
RECOMMENDATION 


8.1
Members are recommended to approve for inclusion within the scheme of devolved financial management, the budget head of vehicle repair and maintenance.
