Your Ref.
Our Ref
Please Reply To
Telephone No
Fax No
Email
Date

To:

A45
Kathryn McGowan
(01924) 305338
(01924) 305113
kmcgowan@wakefield.gov.uk
14 March 2013

Members of the Management Committee
of the Yorkshire Purchasing Organisation Joint Committee
Chief Executive of the Constituent Authorities (for information)

Dear Councillor
YORKSHIRE PURCHASING ORGANISATION MANAGEMENT COMMITTEE MEETING
– FRIDAY, 22 MARCH 2013
You are invited to a meeting of the Management Committee of the Yorkshire Purchasing
Organisation Joint Committee which is to be held at 10:30 am on Friday, 22 March 2013
at the YPO HQ, 41 Industrial Park, Wakefield to consider the items set out in the agenda
detailed overleaf.
Yours sincerely

Joanne Roney OBE

Secretary to the Joint Committee

PLEASE NOTE: A buffet lunch is to be provided at the conclusion of the meeting.

YORKSHIRE PURCHASING ORGANISATION MANAGEMENT COMMITTEE Friday, 22 March 2013

AGENDA
1.

Chair's Introduction and Welcome.

2.

Acceptance of Apologies for Absence.

3.

Members' Declaration of Interest.

4.

To note any items which the Chairman has agreed to add to
the agenda on the grounds of urgency.

5.

To approve, as a correct record, the Minutes of the meeting of
the Management Committee held on 30 November 2012.
(Pages 1 - 6)

6.

To note the Minutes of the meeting of the Executive SubCommittee held on 1 March 2013.
(Pages 7 - 10)

7.

To note the Minutes of the meeting of the Audit SubCommittee held on 8 February 2013.
(Pages 11 - 14)

8.

To note the Minutes of the meeting of the Scrutiny SubCommittee held on 15 February 2013.
(Pages 15 - 16)

9.

Pre Audit Statement of Accounts and Annual Governance
Statement.
(Pages 17 - 20)

10.

Internal Audit Plan 2013.

(Pages 21 - 30)

11.

Internal Audit Annual Report 2012.

(Pages 31 - 38)

12.

Associate Member Proposal.

(Pages 39 - 50)

13.

Independent Director's Report.

(Pages 51 - 54)

14.

Exclusion of the Public and Press.
In relation to reports containing exempt information to consider,
and if approved, pass the following resolution:“That the public and press be excluded from the meeting for
consideration of agenda items 15 and 16 on the grounds that
they are likely to involve the disclosure of exempt information
as described in Part 1 of Schedule 12A to the Local
Government Act 1972, as amended.”
IN PRIVATE

15.

Managing Director's Update.

(Pages 55 - 58)

16.

Proposed Dividend Distribution for the year ended 2012.

(Pages 59 - 68)

17.

Date and Time of Next Meeting.
The next meeting of the YPO Management Committee will be
held on 28 June 2013 at 10.30am.
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Agenda Item No 5

YORKSHIRE PURCHASING ORGANISATION MANAGEMENT COMMITTEE
Friday, 30 November 2012
Present:

Barnsley MBC
Councillor Gardiner
Councillor Barnard
Bolton MBC
Councillor Peel
Councillor Sherrington
Kirklees MC
Councillor Stubley
Knowsley MBC
Councillor Keats
North Yorkshire CC
County Councillor Watson
Rotherham MBC
Councillor Atkin
Councillor Sharman (Chair)
St Helens MBC
Councillor Glover
Wakefield MDC
Councillor Shaw
Councillor Stokes
Wigan MBC
Councillor Bretherton
Councillor Walker
City of York
Councillor Gunnell
Councillor Barton

18.

Chair's Introduction and Welcome
The Chair, Councillor Sharman, welcomed all Members to the meeting.
The Chair took the opportunity to remind Members about the importance of
attending YPO meetings in order for them to be quorate.

19.

Apologies for Absence
Apologies for absence submitted prior to the meeting were accepted on
behalf of Councillors O’Donovan (Kirklees MC), Shaw (North Yorkshire CC),
Smith (Calderdale MBC), Coddington (Doncaster MBC), Sykes (City of
Bradford), Grunewald (St Helens MBC), Peel (Bolton MBC), Bosmans
(South Yorkshire Fire and Rescue), Warburton (City of Bradford) and Wallis
(West Yorkshire Fire and Rescue).

20.

Members' Declaration of Interest
No declarations of interest were made.
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21.

Minutes of the Management Committee - 22 June 2012
Resolved – That the Minutes of the meeting of the Management Committee
held on 22 June 2012 be accepted as a correct record.

22.

Minutes of the Executive Sub-Committee - 27 July and 26 October 2012
Resolved – That the Minutes of the meetings of the Executive SubCommittee held on 27 July and 26 October 2012 be accepted as a correct
record.

23.

Minutes of the Audit Sub-Committee - 20 July and 19 October 2012
Resolved – That the Minutes of the meetings of the Audit Sub-Committee
held on 20 July and 19 October 2012 be accepted as a correct record.

24.

Minutes of the Scrutiny Sub-Committee - 28 September 2012
Resolved – That the Minutes of the meeting of the Scrutiny Sub-Committee
held on 28 September 2012 be accepted as a correct record.

25.

External Audit Plan 2012
Consideration was given to a report detailing the 2012 external audit plan
produced for the first time by KPMG.
It was explained that report would, under normal circumstances, be agreed
by the Audit Sub-Committee however, due to the transfer from Audit
Commission to KPMG, the document could not be produced in time for the
October meeting.
Resolved – That the report be noted.

26.

Associate Member Proposal
A report of the Strategic Partnership Manager provided an overview of
current associate membership which included the year to date catalogue
spend, attached as Appendix 2 to the report.
Detailed in the report were six new applications for 2013 associate
membership, attached as Appendix 1. Members were asked to consider the
applications from the following organisations:-

Blackpool Borough Council
Manchester City Council
Staffordshire County Council
Wyre Forest District Council & Malvern Hills District Council
Wiltshire Fire & Rescue Service

Members were also asked to consider an adjustment to the baseline figures
for Sheffield City Council to rectify an error made when calculating the initial
baselines for 2011. The baseline figure had been set incorrectly to include
energy spend through the YPO framework.
Following a discussion regarding baseline figures and how that impacted
upon dividend share, the Corporate Director stated a report would be
submitted to the next Management Committee detailing a proposed growth
criteria scheme for future associate member applications.
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Resolved – (1) That the six new applications for 2013 associate
membership, attached as Appendix 1, be approved on the understanding
that growth plans be achieved, as detailed within the report.
(2) That Sheffield City Council’s baseline figure be reduced to reflect the
exclusion of energy spend and be applied from 2012, and not
retrospectively.
(3) That a report be submitted to the next Management Committee detailing
a proposed growth plan criteria scheme for future associate member
applications.

27.

Legal Structure
A joint report of the Corporate Director and Monitoring Officer, Wakefield
MDC gave Members background information on the options for the legal
structure of YPO.
In July 2012, a meeting of Legal Officers and subsequent meeting of
Strategic Officers considered the report of a Strategic Officers Advisory
Group Working Group which looked at the need for a different legal
structure and used a risk based approach to consider the implications of a
range of possible options.
It was agreed by both Legal and Strategic Officers that the current Joint
Committee structure continued to be the most appropriate for YPO in its
current circumstances and should be reviewed on a two year cycle.
Members were informed that recent legal advice suggested that it would be
possible to establish a limited company (owned by the YPO Founder
Member authorities) which could trade with the private sector using the
infrastructure of the Joint Committee.
Resolved – (1) That the report be agreed subject to further information and
a report indicating the “pros” and “cons” of a limited company.
(2) That each authority reviewed the current position with regards to their
authority’s delegation to YPO and ensured that the delegation was in line
with their authority’s own Standing Orders.
(3) That the legal and tax implications of possible structures facilitating YPO
trading with non-public entities providing public services be taken forward
with Strategic and Legal Officers of the Founder Member Authorities.

28.

Exclusion of the Public and Press
Resolved – That the public and press be excluded from the meeting during
consideration of Agenda Items 13 to 15 on the grounds that they are likely to
involve the disclosure of exempt information as described in Part 1 of
Schedule 12A to the Local Government Act 1972, as amended.
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29.

Managing Director's Update
Members were provided with an update on the activities of the organisation
since the last meeting and an overview of forthcoming activities and
challenges.
Given the strong financial performance of the organisation to date, Members
were asked to consider, in principle, the creation of a non-earmarked
reserve. This amount would be agreed on an annual basis in determining
the annual distributable amount and would be held in the General Fund
Reserve. The three ways in which it could be used were explained to
Members.
Resolved – (1) That the Managing Director’s update report be noted.
(2) That a non-earmarked reserve be created, in principle, subject to a final
detailed agreement being submitted to the next Management Committee.

30.

Business Plan and Budget 2013
The Managing Director and Corporate Director gave a presentation to
Members on the Business Plan and Budget for 2013. Consideration was
also given to a report by the Corporate Director detailing the outcome of the
2013 Business Planning cycle.
Members expressed concern that the report did not include business cases
for each of the investments requested in Appendix 4. The Corporate
Director explained that in line with Members wishes in 2011, business cases
were not included as they would be considered at Board level and he gave
assurances that procedures were in place to protect the interests of each
Founder Member authorities. However, Members felt that the business
cases should be referred back to the Executive Sub-Committee for
consideration and copied to all Members.
Resolved – That the 2013 budget, attached as Appendix 1, be approved
subject to the investment requests, attached as Appendix 4, being referred
back to the Executive Sub-Committee for consideration including a business
case for each investment.

31.

Workforce Motivation Payment
The Managing Director submitted a report requesting consideration of a
workforce motivation package. Strategic Officers from Member Authorities
had been consulted regarding the proposals as part of the normal
development process.
Following a discussion on the proposal, it was duly moved by Councillor
Stokes and seconded by a further two Member Authorities that a recorded
vote be undertaken.
Resolved – That a Recorded Vote be undertaken.
Members voting against the recommendation:Councillors Gardiner (Barnsley MBC), Sherrington (Bolton MB), Stubley
(Kirklees MC), Keats (Knowsley MBC), Watson (North Yorkshire CC),
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Sharman (Rotherham MBC), Glover (St Helens MBC), Stokes (Wakefield
MDC), Bretherton (Wigan MBC) and Gunnell (City of York).
Members voting for the recommendation:None
Authorities absent when the vote was recorded:City of Bradford, Calderdale MBC and Doncaster MBC.
Resolved – That the proposed Workforce Motivation Payment Scheme
should be refused.
32.

Date and Time of Next Meeting
Resolved – That the next meeting of the YPO Management Committee be
held on Friday 22 March 2013 at 10.30am.
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Agenda Item No 6

YORKSHIRE PURCHASING ORGANISATION EXECUTIVE SUB-COMMITTEE

Friday, 1 March 2013

Present:

The Chair – Councillor Sharman (Rotherham MBC)
The Vice Chair – Councillor Sykes (City of Bradford)
Councillor O’Donovan – Kirklees MBC
Councillor Keats – Knowsley MBC
County Councillor Watson – North Yorkshire CC
Councillor Stokes – Wakefield MDC

24.

CHAIR'S INTRODUCTION AND WELCOME
The Chair, Councillor Sharman, welcomed everyone to the meeting.

25.

APOLOGIES FOR ABSENCE
Apologies for absence submitted prior to the meeting were accepted on behalf of
Councillors Grunewald (St Helens MBC) and Gunnell (City of York).

26.

MINUTES - 26 OCTOBER 2012
Resolved – That the Minutes of the meeting of the YPO Executive Sub-Committee held
on 26 October 2012 be approved as a correct record.
It was noted that, in Minute 20.3, a report had been requested for consideration by the
sub-committee on the pricing strategy. The Managing Director explained this report
would be submitted to the next meeting in April 2013.

27.

MEMBERS' DECLARATIONS OF INTEREST
No declarations of interest were made.

28.

LEAD AUTHORITY ISSUES
The Lead Authority Solicitor raised an administrative issue.

29.

EXCLUSION OF THE PUBLIC AND PRESS
Resolved – That the public and press be excluded from the meeting during
consideration of Agenda Items 8 to 11 on the grounds that they are likely to involve the
disclosure of exempt information as described in Part 1 of Schedule 12A to the Local
Government Act 1972, as amended.

30.

MANAGING DIRECTOR'S UPDATE
The Managing Director updated Members on the activities of the organisation since the
last meeting and gave an overview of forthcoming activities and challenges. He was
pleased that YPO continued to trade strongly for the remainder of 2012 and finished the
year achieving record figures for turnover and profit.
Following a discussion on Associate Membership, it was agreed that the Corporate
Director, in conjunction with the Lead Authority Solicitor, prepare a report for the next
meeting of the Executive Sub-Committee.
During consideration of this item, the Chair asked the Independent Director to give his
opinions on the information presented and to prepare a report for the next meeting of
the sub-committee.
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Resolved – (1) That the report of the Managing Director be noted.
(2) That a report on Associate Membership be submitted to the next meeting of the
Executive Sub-Committee.
(3) That the Independent Director submit a report to the next meeting of the Executive
Sub-Committee.
31.

PERFORMANCE REPORT AND PROVISIONAL OUTTURN FOR 2012
Consideration was given to a report of the Head of Performance, Business Planning and
Management Accounting which detailed the Performance Results for December 2012
including the Key Performance Indicators. Appendices to the report included relevant
supporting information.
Discussions took place regarding the information presented, during which time Members
requested more detail on Appendix 4 – Top 50 Debt Accounts.
Resolved – That the report be noted.

32.

DIVIDEND DISTRIBUTION
Members considered a report of the Corporate Director which sought agreement on the
level and method of dividend distribution for the year ended 31 December 2012.
Appendices to the report illustrated further information.
It was explained that 25% of the available amount for distribution would be split evenly
between the 13 Founder Member authorities, a further 50% to Founder and Associate
Members based on usage and the final 25% to be distributed to individual customers
based on usage be retained for the distribution of future surpluses recognised in the
statement of accounts.
Tabled at the meeting were indicative Founder Member dividend distribution figures, a
table illustrating the proportion of framework spend eligible for inclusion in calculating
distribution and a year on year comparison for Founder Members.
The Corporate Director also explained the need for the creation of a financial stability
fund which would only be accessed with Member approval.
Resolved – (1) That the proposal to pay a full and final 2012 dividend, as calculated in
section 5 of the report, be recommended to Management Committee for approval.
(2) That Members be paid by cash in September 2013 a sum covering the risk and
usage elements as applicable and the Member and Associate Member authority earned
loyalty bonus.
(3) That all other loyalty bonus to be paid to individual customers by way of redeemable
voucher in September 2013.
(4) That the proposal to create a financial stability fund, as outlined in section 4 of the
report, be recommended to Management Committee for approval.
(5) That the information tabled at the meeting be noted.
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33.

INVESTMENT BUSINESS CASES 2013
Following a request from the Management Committee on 30 November 2012, the
Corporate Director presented a report which detailed additional investment requests for
2013 and included a business case for each project.
A discussion took place regarding the information presented and Members were of the
opinion that an executive summary of each business case would be acceptable for
future reports.
Resolved – (1) That the business cases, detailed in Appendices A to H, be approved.
(2) That final approval of the Middleware business case, referenced in Appendix H, be
delegated to the Chair and Vice Chair.
(3) The Executive Sub-Committee considered that investment requests should be
determined by the Board of Directors and recommended that the matter be referred to
Management Committee for determination.

34.

DATE AND TIME OF NEXT MEETING
Resolved – That the next meeting of the Executive Sub-Committee be held on 26 April
2013 at 2.00pm.
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Agenda Item No 7

YORKSHIRE PURCHASING ORGANISATION AUDIT SUB-COMMITTEE
Friday, 8 February 2013
Present:

25.

The Chair (Councillor Shaw – Wakefield MDC)
Councillors Barnard (Barnsley MBC), Smith (Calderdale MBC)
and Shaw (North Yorkshire CC)

CHAIR'S INTRODUCTION AND WELCOME
The Chair welcomed everyone to the meeting then gave the sad news that Councillor
Ken Keith from Knowsley MBC had recently passed away. A minutes silence in his
memory was expressed by the Sub-Committee.
The Chair highlighted to Members that an email regarding audit training had been
circulated by YPO which required completion by 1 March 2013. A plan would then be
developed which identified Members training requirements.
It was explained to Members that Agenda Item 15 had mistakenly been placed in the
private section of the agenda rather than public.
Resolved – That Agenda Item 15 be heard in public.

26.

APOLOGIES FOR ABSENCE
Apologies for absence submitted prior to the meeting were accepted on behalf of
Councillors Sherrington (Bolton MB) and Coddington (Doncaster MBC).

27.

MINUTES - 19 OCTOBER 2012
Resolved – That the Minutes of the meeting of the YPO Audit Sub-Committee held on
19 October 2012 be approved as a correct record.

28.

MEMBERS' DECLARATION OF INTEREST
No declarations of interest were made.

29.

EXTERNAL AUDIT PLAN 2012
Consideration was given to a report detailing the 2012 external audit plan produced by
KPMG. Attached as a supplementary, was the external audit plan for the 2012
statement of accounts and annual governance report.
The report presented to Members had been previously considered by Management
Committee due to the transfer of the audit from the Audit Commission to KPMG and it
not being possible to produce in time for the October meeting of Audit Sub-Committee.
Members were informed that the Audit Commission were currently looking into the audit
fee for last year. Any revision to the fee would be communicated to Members.
Resolved – That the report be noted.

30.

PRE-AUDIT STATEMENT OF ACCOUNTS
The Corporate Director presented the 2012 Pre Audit Statement of Accounts (attached
as Appendix 1) and the public notice required for the commencement of the audit and
public inspection period (attached as Appendix 2).
A discussion took place regarding the information presented and during which time
Members were informed that a full vehicle fleet review was currently being undertaken.
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Resolved – (1) That completion of the Pre Audit Statement for 2012 and its contents be
noted and approved.
(2) That the required public notice and commencement of the audit and public
inspection period be noted.
31.

ANNUAL GOVERNANCE STATEMENT
Consideration was given to a report which detailed the Annual Governance Statement
for 2012 and the Code of Corporate Governance 2013. The Corporate Director
highlighted the enhancements made from the 2011 Annual Governance Statement.
Resolved – That the Annual Governance Statement 2012 and the Code of Corporate
Governance 2013 be approved.

32.

INTERNAL AUDIT AND ANNUAL REPORT 2012
A report of the s151 Officer presented the draft Annual Audit Report for 2012, in line with
the requirements and also detailed the Internal Audit Progress report which covered
work completed in the final quarter of 2012.
Members were also requested to consider an Internal Audit Opinion, extracted from the
YPO Annual Governance Statement (AGS) 2012, which explained that key internal
controls were found to be adequate to manage associated risks to an acceptable level,
with no significant errors, losses or omissions identified. Senior management within the
Organisation continued to strengthen the overall governance framework, including
residual areas previously identified from audit work as requiring improvement.
Significant progress had been made in updating a number of key policies and
procedures, although it was an ongoing process. Consequently, there were no new key
control improvements which required inclusion in Section 5 of the 2012 AGS based on
the outcomes of Internal Audit work.
The Audit Manager highlighted some matters requiring action following audit work
undertaken, as well as acknowledging a number of positive outcomes including the audit
of the main financial systems.
Resolved – (1) That the Annual Audit report, as detailed in Appendix A, be
recommended to the Management Committee for formal acceptance.
(2) That the Internal Audit Progress report, as detailed in Appendix B, be endorsed.

33.

DRAFT 2013 INTERNAL AUDIT PLAN
Consideration was given to a report of the s151 Officer which provided details of the
draft 2013 YPO Internal Audit Plan. Members were asked to consider the report prior to
it being submitted to Management Committee for formal approval. The Audit Manager
stated that the plan had been discussed and agreed with the YPO Board of Directors. It
was also explained that the number of days had been reduced from 200 to 180 which
reflected the significant improvements made.
Resolved – That the draft Annual Audit Plan for 2013 be noted and submitted to a
future meeting of Management Committee.

34.

RISK MANAGEMENT UPDATE
A report of the Risk Audit and Assurance Officer provided Members with assurances
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that work was progressing in managing and reviewing strategic and operational risk.
Resolved – That the progress made be noted.
35.

EXCLUSION OF THE PUBLIC AND PRESS
Resolved – That the public and press be excluded from the meeting during
consideration of Agenda Items 12 to 14 on the grounds that they are likely to involve the
disclosure of exempt information as described in Part 1 of Schedule 12A to the Local
Government Act 1972 as amended.
IN PRIVATE

36.

RISK REGISTER
Members gave consideration to a report of the Risk Audit and Assurance Officer which
detailed the Strategic Risk Register for YPO along with details of the amendments made
to the operational and strategic risk registers in the fourth quarter of 2012. It was
explained that reviews of the YPO risk register were regularly reported to the Board of
Directors and the Audit Sub-Committee.
During a discussion on the register, it was acknowledged that four of the strategic red
risks had been on the register for awhile but it was hoped that improvements would be
made.
Resolved – (1) That the YPO Strategic Risk Register be noted.
(2) That the amendments made to the Operational Risk Registers be noted.

37.

INTERNAL AUDIT ACTION UPDATE
Consideration was given to a report of the Risk Audit and Assurance Officer updating
Members on the progress made towards agreed actions resulting from internal audits
completed at YPO as part of the Annual Audit Plan by Wakefield MDC Internal Audit.
Following a question regarding achievement of the timescales highlighted in Appendix 3,
the Corporate Director was optimistic that they could be achieved and that a report
would be submitted to the April meeting.
Resolved – That the progress made in implementing the internal audit actions be noted.

38.

COMPLIANCE WITH LEGISLATION
A report of the Corporate Director updated Members on the progress made regarding
compliance with legislation.
In April 2012, Members received a report detailing the nature and range of legislation
which YPO needed to comply with. A summary of the areas covered was provided in
Appendix 1 to the report. Members were further informed that YPO were currently
working with Walker Morris and the Monitoring Office, Wakefield MDC to assess the
need for specific in-house legal support. It was expected that the assessment would be
finalised by June 2013.
The Corporate Director explained that there were two areas of identified risk; Product
Safety and Food Distribution.
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Following a discussion, the Chair requested an update report for the next meeting on
the progress made towards the two identified risks.
Resolved – (1) That the current position regarding compliance with legislation be noted.
(2) That an update report be provided for the next Audit Sub-Committee meeting on the
progress made towards the two identified risks.
39.

DATE AND TIME OF NEXT MEETING
Resolved – That the next meeting of the YPO Audit Sub-Committee be held on 26 April
2013 at 10.00am.
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Agenda Item No 8

YORKSHIRE PURCHASING ORGANISATION SCRUTINY SUB-COMMITTEE
Friday, 15 February 2013
Present:

The Chair (Councillor Warburton – Bradford MDC)
Councillors Barnard (Barnsley MBC), Cooper-Holmes
(Doncaster MBC), Glover (St Helens MBC) and Gunnell (City
of York) substitute for Councillor Barton

44.

CHAIR'S INTRODUCTION AND WELCOME
The Chair, Councillor Warburton, welcomed everyone to the meeting.

45.

APOLOGIES FOR ABSENCE
Apologies for absence submitted prior to the meeting were accepted on behalf of
Councillor Atkin (Rotherham MBC).

46.

MINUTES - 28 SEPTEMBER 2012
Resolved – That the Minutes of the meeting of the YPO Scrutiny Sub-Committee held
on 28 September 2012 be approved as a correct record.

47.

MEMBERS' DECLARATIONS OF INTEREST
No declarations of interest were made.

48.

GIFTS AND HOSPITALITY
Consideration was given to a report of the Risk Audit and Assurance Officer detailing
the Gifts and Hospitality Register for 2012, attached as Appendix 2, for items valued
over £25.00 and the Gifts and Hospitality Policy, attached as Appendix 1.
A discussion took place regarding the contents of the information provided.
Resolved – That the report be noted.

49.

STOCK UPDATE
Members considered a report of the Financial Accountant which detailed stock losses
for 2012. The report was based on data extracted from the stock integrity system and
provided a like for like breakdown between the trading years 2011 and 2012. Detailed
results to 31 December 2012 were attached as Appendix 1 to the report.
Whilst results for 2012 were worse than anticipated, it was explained that the underlying
reasons for the substantial increase from 2011 were attributable to the timing of stock
counts, increase in business and out of date stock. It was acknowledged that the out of
date stock had increased as a result of carrying more stock of key lines in an effort to
ensure maximum stock availability for customers but every effort would be made to
ensure that the balance between supply and demand was evenly matched.
Notwithstanding this, it was noted that YPO showed exceptional performance when
compared against the industry standard.
During a discussion on the information presented, it was requested that a further report
be prepared on the “unknown” item in Appendix 1.
Resolved – That the stock losses for 2012, as part of the Organisations reporting
requirements, be noted.

50.

EXCLUSION OF THE PUBLIC AND PRESS
Resolved – That the public and press be excluded from the meeting during
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consideration of Agenda Items 9 and 10 on the grounds that they are likely to involve
the disclosure of exempt information as described in Part 1 of Schedule 12A to the Local
Government Act 1972, as amended.
51.

PROCUREMENT STRATEGIC PLAN
A presentation was given by the Procurement and Supply Chain Director providing
Members with an overview of the Procurement Strategy for YPO as outlined in the 3
Year Strategy. The key themes of the strategy were outlined to Members.
Members raised a number of issues and detailed responses from YPO Officers were
accepted.
Resolved – That the progress made against the Strategic Plan and the plan for the
coming years, be noted.

52.

COMMERCIAL STRATEGIC PLAN
A presentation was given by the Commercial Director providing Members with an
overview of the Commercial Strategy for YPO, as outlined in the 3 Year Strategy. The
key themes and actions proposed to continue YPO’s growth were explained to
Members.
A number of issues were raised by Members and detailed responses were received
from YPO Officers.
Resolved – That the progress made against the Strategic Plan and the plan for the
coming years, be noted.

53.

DATE AND TIME OF NEXT MEETING
Resolved – That the next meeting of the YPO Scrutiny Sub-Committee be held on 19
April 2013 at 9.30am at YPO Headquarters.

Agenda Page 17

Agenda Item No 9

YPO
MANAGEMENT COMMITTEE
TO BE HELD ON
22ND MARCH 2013
TITLE: THE PRE AUDITED STATEMENT OF ACCOUNTS 2012 AND ANNUAL
GOVERNANCE STATEMENT
REPORT OF: THE CORPORATE DIRECTOR

1.

PURPOSE OF REPORT

1.1

To present to Members’ the 2012 pre audit statement of accounts (appendix 1) and
annual governance statement (appendix 2) as presented to the Audit SubCommittee in February 2013.

2

RECOMMENDATION(S)

2.1

Members note the completion of the pre audit statement and Annual Governance
Statement for 2012.

3

BACKGROUND INFORMATION
PRE AUDIT STATEMENT

3.1

The Pre Audit Statement of Accounts attached at appendix 1 was considered by
Audit Sub Committee prior to the commencement of the audit and public inspection
period. This document is subject to change during the course of the audit from
either audit recommendation and / or where management deem more explanation
may be appropriate. The audited statement will be presented to the April Audit Sub
Committee for approval after consideration is given to report of the auditors

3.2

Property valuations were received from NPS Ltd on the 4th of January 2013 and
comply with the requirements of IFRS accounting.

3.3

Data for the completion of the IAS9 on pension funds notes and adjustments was
received from the actuaries (AON Hewitt) on the 18th of January, and are
incorporated in this statement.

3.4

The Section 151 Officer has been made aware of and consulted on the production
of this statement.
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3.5

The advert for the public inspection period (appendix 3) was displayed on the
Organisation’s website, intranet and the following publications.
Yorkshire Post
Liverpool Post (Merseyside/Cheshire)
Bolton Evening News
Wigan Observer
Leigh Midweek (was Leigh, Tyldesley & Atherton Journal)
ANNUAL GOVERNANCE STATEMENT

3.6

YPO must ensure that its business is conducted in accordance with the law and
proper standards, that public money is safeguarded and properly accounted for,
and that funds are used economically, efficiently and effectively and that proper
arrangements are in place for the governance of its affairs.

3.7

Good corporate governance demonstrates to the public and other stakeholders that
YPO has its own house in order and is approaching the challenges it faces in a
corporate and strategic way. Governance is about how YPO ensures that it is doing
the right things, in the right way, for the right people, in a timely, inclusive, open,
honest and accountable manner. Corporate governance comprises the systems
and processes and cultures and values by which YPO is directed and controlled.

3.8

3.9

In order to demonstrate good corporate governance YPO has in place a Code of
Corporate Governance based on the Joint Chartered Institute of Public Finance and
Accountancy (CIPFA) / Society of Local Authority Chief Executives (SOLACE)
guidance note “Delivering Good Governance in Local Government”. The Code of
Corporate Governance is an important part in the compilation of an Annual
Governance Statement (AGS) by YPO. The AGS is a statement that YPO publishes
with its annual financial statements. Its compilation should follow a review of the
effectiveness of YPO’s overall governance arrangements and take into account
how well YPO has performed against its Code of Corporate Governance.
The Code includes six core principles:
Principle 1: Focusing on the purpose of the joint committee and on outcomes
for our customers and stakeholders and creating and implementing a vision for
the joint committee.
Principle 2: Members and officers working together to achieve a common
purpose with clearly defined functions and roles.
Principle 3: Promoting values for the joint committee and demonstrating the
values of good governance through upholding high standards of conduct and
behaviour.
Principle 4: Taking informed and transparent decisions which are subject to
effective scrutiny and managing risk.
Principle 5: Developing the capacity and capability of members and officers to
be effective.

Agenda Page 19
Principle 6: Engaging with customers and member authorities to ensure robust
public accountability.
3.10

The draft Annual Governance Statement for 2012 based on the 2012 code is
attached in Appendix 2.

4

STRATEGIC IMPLICATIONS

4.1

None.

5

FINANCIAL IMPLICATIONS

5.1

As specified

6

LEGAL IMPLICATIONS

6.1

Completion of the Annual Statement of Accounts is a requirement of the Accounts
and Audit Regulations 2011.

6.2

Completion of the Annual Governance Statement is requirement of Regulation 4 of
the Accounts and Audit Regulations 2011.

6.3

The Code of Corporate Governance is based on a joint Chartered Institute of Public
Finance and Accountancy (CIPFA) / Society of Local Authority Chief Executives
(SOLACE) guidance note “Delivering Good Governance in Local Government”.

7

EQUALITY IMPLICATIONS

7.1

None.

8

RISK IMPLICATIONS

8.1

This is to raise awareness of documents and the audit. Thus accepting the report
does not in itself pose any risk to the organisation’s well-being.

SERVICE DIRECTOR: (IAN KNOWLES, CORPORATE DIRECTOR)
CONTACT OFFICER: (RON TAYLOR, FINANCIAL ACCOUNTANT)
Yorkshire Purchasing Organisation
41 Industrial Park
Wakefield
WF2 0XE
Telephone No:
E-mail address:

01924 834819
ron.taylor@ypo.co.uk
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Agenda Item No 10

YPO
MANAGEMENT COMMITTEE
TO BE HELD ON
22ND MARCH 2013

TITLE: 2013 YPO INTERNAL AUDIT PLAN
REPORT OF: THE S151 OFFICER

1

PURPOSE OF REPORT

1.1

This report is produced by the s151 Officer to provide Members with details of the
2013 YPO Internal Audit Plan, as accepted by the YPO Audit Sub-Committee on the
8th February 2013.

2

RECOMMENDATIONS

2.1

That Members approve the Internal Audit Plan for 2013, attached as Appendix A to
this report.

3

BACKGROUND INFORMATION

3.1

The YPO Audit Sub-Committee received a report at the meeting held on 19th October
2012, outlining the proposed process for formulating the 2013 YPO Internal Audit
Plan, including a template of potential areas of audit activity. Members accepted the
proposed process and requested that a detailed draft Audit Plan be presented to a
future meeting of the Sub-Committee.

3.2

The attached detailed 2013 YPO Internal Audit Plan was presented to the SubCommittee at its meeting on the 8th February 2013, having previously been discussed
and agreed with the YPO Board of Directors. The Plan is based on 180 days of
Internal Audit work, at a cost to YPO of £59,580.

3.3

The Sub-Committee accepted the Plan as attached and resolved that it be
recommended to the Management Committee for formal approval, in line with agreed
protocols.

3.4

Progress against the approved Internal Audit Plan will continue to be reported to, and
monitored by, the Audit Sub-Committee throughout 2013 and an Annual Audit Report
will be produced and presented to Management Committee in early 2014

3.5

FINANCIAL IMPLICATIONS

3.6

The cost of provision of the Internal Audit function, as referred to in paragraph 3.2
above, has been included within the YPO 2013 Budget. Any proposal to revise these
costs during the year will need to be considered against the budget implications.
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4

LEGAL IMPLICATIONS

4.1

There is a statutory requirement for an Internal Audit function within YPO, as set out in
the Accounts and Audit Regulations and implied within the Local Government Act
1972, relating to the responsibility of a designated statutory s151 Finance Officer to
gain assurance on the proper administration of the Organisation’s financial affairs.

5

RISK MANAGEMENT IMPLICATIONS

5.1

Reports issued by Internal Audit, following completion of individual assignments as
detailed in an Annual Audit Plan, provide assurances to those charged with
governance as to the adequacy or otherwise of the Organisation’s Risk Management
arrangements relevant to the achievement of the Organisation’s objectives.

Contact Officers:
Judith Badger, Director of Finance & Property (Wakefield Council)
Telephone No: 01924 305388
Fax No: 01924 306426
E-mail address: jbadger@wakefield.gov.uk
Alan Till, Service Manager – Internal Audit & Risk (Wakefield Council)
Telephone No: 01924 302364
E-mail address: atill@wakefield.gov.uk
Carl Tweed, Audit Manager (Wakefield Council)
Telephone No: 01924 306054
E-mail address: ctweed@wakefield.gov.uk
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APPENDIX A

YPO
Internal Audit
Annual Plan
2013
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INTRODUCTION
1

The Chartered Institute of Public Finance and Accountancy’s (CIPFA) Code of
Practice for Internal Audit in Local Government in the United Kingdom 2006 defines
Internal Audit (IA) as:
“An assurance function that provides an independent and objective opinion to the
organisation on the control environment, (comprising the systems of governance, risk
management and internal control), by evaluating its effectiveness in achieving the
organisation’s objectives. It objectively examines, evaluates and reports on the
adequacy of the control environment as a contribution to the proper, economic,
efficient and effective use of resources.”

2

In view of CIPFA’s definition, the key aim of IA at YPO is to help management fulfil
their responsibilities for ensuring that there are proper systems of internal control in
place in order to mitigate risks associated with the provision of all YPO services and
achievement of YPO’s objectives.

3

Fundamental to achieving the above aim is a structured approach to producing risk
based IA Plans, covering all areas of activity agreed to be appropriate.

4

As key business risks are subject to change annually, an Annual Audit Plan is
produced, as opposed to formal medium to long term Plans.

5

In line with the CIPFA Code, the Plan is kept under review for emerging risks and is
formally reviewed throughout the year, with any proposed / necessary changes
discussed with the YPO Board and reported to Audit Sub-Committee. Should any
revisions to the Plan be deemed to be significant, they would be reported to
Management Committee for formal approval.

AUDIT STRATEGY
6

As in previous years, a team of professionally qualified and appropriately experienced
staff from the Lead Authority, (Wakefield MDC), will provide the YPO IA Service.

7

A formal Protocol exists which sets out the detailed procedures for delivering the IA
service within the above arrangements.

8

Following on from earlier developments, IA’s key objectives within YPO for 2013 are
to:

9

(a)

Continue to provide a “value added service”, with an appropriate mix of
traditional assurance work, consultancy type work and support on fraud related
issues, utilising Risk Based Audit (RBA) initiatives and techniques wherever
appropriate;

(b)

Ensure the effective IA review of YPO activity, as identified in the attached
detailed Annual Audit Plan at Attachment 1.

IA achieves its objectives by cyclically undertaking reviews of financial and nonfinancial risks and reporting to appropriate levels of management on assurances
gained and areas for improvement. Additionally, in line with the scope of audit activity
supported by CIPFA, IA resources are allocated to providing consultancy and fraud
related work as part of the planning process.
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10

The outcomes of IA reviews, reported through periodic progress reports, are utilised in
informing the annual IA opinion, forming part of the statutory Annual Governance
Statement (AGS) which supports YPO’s annual accounts.

APPROACH TO SETTING THE 2013 PLAN
11

Having taken into account all relevant factors and following detailed consultation with
relevant officers and Members, the areas to be considered for inclusion within the 2013
Plan were identified, recorded and fully discussed with the YPO Board of Directors. The
agreed Plan for 2013 is included as Attachment 1 to this report. The entries in the
attached Plan are linked to YPO strategic and operational risks.

12

The resource envisaged to complete the 2013 IA Plan is based on 180 days of Internal
Audit work, at a cost to YPO of £59,580. This is a 10% reduction from the days included
within recent Plans. The reduction reflects the significant improvements made by
management to YPO’s overall governance / control environment over the last two
years, as reflected in the Annual Internal Audit Opinion and reduced areas for control
improvement recorded in the 2012 Annual Governance Statement.
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ATTACHMENT 1

WAKEFIELD COUNCIL – CORPORATE SERVICES
FINANCE & PROPERTY – INTERNAL AUDIT PLAN FOR 2013
SERVICE AREA:
Plan / Risk
Area

YORKSHIRE PURCHASING ORGANISATION
Rationale For
Undertaking
Audit

Previous
Audit

Comments

High volume and
value of transactions.
When the External
Auditor undertakes
its work to provide
assurance that the
accounts are not
materially mis-stated,
it refers to Internal
Audit’s work on main
financial systems.

2012

The systems to be considered for review
are:

Main Financial
Systems (65 days)
Main Financial
Systems - annual
review and testing
Linked to YPO
strategic risk:
SR-0002 Poor /
inadequate
financial controls
and processes.

•

•
•
•

Also assurance
provided to s151
officer.

•
•
•

Ordering and Creditors – split
between: (i) Working Expenses
including Hired Carriers, and (ii)
Business Creditors
Main Accounting System
Payroll
Debtors – split between: (i) Business
Income, and (ii) Non-Business
Income
Budgetary Control
Asset Management
Stock Control

(To be audited between July and
December 2013).
Follow Up Audits
(10 days)
Follow up on work
undertaken and
reported previously
Linked to various
YPO strategic and
operational risks
dependent on full
nature of work.

To ensure control
issues identified from
previous audit
reports have been
adequately
addressed.

2012

The work will concentrate on confirming
implementation of agreed actions arising
from recent Internal Audit reports, with
emphasis placed on reports issued with
high priority actions.
(To be audited at various stages in 2013;
including Marketing in January / February
2013).

Liaison,
Consultancy and
Advice (20 days)
Input to YPO
Committee function.
Linked to various
YPO strategic and
operational risks
dependent on full
nature of work.

It is essential that
Members of the YPO
Committees are kept
sufficiently informed
of Management and
Internal Audit
activities at YPO.

2012

Preparation of Internal Audit reports to
YPO Committees. Attendance at YPO
Committee meetings to present Internal
Audit reports. Support as necessary to
management attending YPO Committee
meetings.
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Plan / Risk
Area

Rationale For
Undertaking
Audit

Previous
Audit

Liaison, consultancy
and advice

It is essential to
respond to
Management when
advice is requested /
required and to
ensure adequate
liaison takes place
with a view to
maintaining good
working
relationships.

2012

Audit resources to be utilised throughout
2013 as required.

Internal Audit
involvement helps
ensure that adequate
controls are built into
all new systems.

2012

New systems / initiatives being
developed in 2013 include improving
management information capability and
Customer Relationship Management
development.

Linked to various
YPO strategic and
operational risks
dependent on full
nature of work.

Comments

Other Risk Based
Audit Work (85
days)
New systems /
initiatives being
developed
Linked to various
YPO strategic and
operational risks
including:

(To be involved at various stages in
2013).

SR-0003 Inadequate
management of
programmes and
projects.

Business continuity
Linked to YPO
strategic risk:
SR-0007 Inadequate
business continuity
/ emergency
planning / recovery
procedures.

Legal arrangements
Linked to YPO
strategic risk:
SR-0013 Noncompliance with
legislation and
regulation.

Customer

The organisation’s
ability to achieve its
business objectives
of delivering
customer service and
sales growth could
be compromised if
sufficient business
continuity
arrangements are not
in place.

2011

Undertake testing to confirm that existing
controls in place to mitigate the risk are
working in practice. To also confirm that,
where applicable, appropriate additional
controls have been identified and
mechanisms are in place to ensure that
these additional controls are introduced
in a timely manner.

If the organisation
does not have sound
arrangements in
place for ensuring
compliance with
legislation and
regulation, it could
adversely impact
upon the business
objective of sales
growth.

No specific
audit on legal
arrangement in
recent years,
but compliance
with various
legislation and
organisational
policies &
procedures
covered within
a number of
audits.

Undertake testing to confirm that controls
exist to mitigate the risk and are working
in practice.

Internal Audit reviews

No recent audit

Undertake testing to confirm that controls

(Timing of audit to be confirmed with
YPO senior management).

(To be audited between October and
December 2013).
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Plan / Risk
Area
Engagement
Linked to YPO
operational risk
register for
Customer
Engagement.

Rationale For
Undertaking
Audit
of areas of
operational activity
help provide
assurances on the
overall levels of
control in place to
mitigate relevant
business risks.

Previous
Audit

Comments

of Customer
Engagement

exist to mitigate the risks and are working
in practice.
(To be audited between July and
September 2013).

The work of
Customer
Engagement also
impacts upon
achievement of the
competitiveness,
sales growth and
customer service
business
objectives.

Sales
Linked to YPO
operational risk
register for Sales.
The work of Sales
also impacts upon
achievement of all
four business
objectives.

IT Application
Controls
Linked to YPO
operational risk
register for IT.
Also linked to
strategic risk:
SR-0009 Inadequate
infrastructure
including IT
capabilities,
physical premises
infrastructure,
support and
development.

Ongoing audit work
as at year-end.
Linked to various
YPO risks.
Additional
Chargeable
Activities

Internal Audit reviews
of areas of
operational activity
help provide
assurances on the
overall levels of
control in place to
mitigate relevant
business risks.

2010

Internal Audit review
would identify
whether there was a
risk of the application
output being
incorrect or not what
was expected, the
output being
manipulated /
suppressed, there
being an insufficient
audit trail and data
being lost /
corrupted.

No recent audit
of Application
Controls in
existing IT
systems.

Annual allocation for
plan achievement.
First priority in new
audit year.

Annually

Undertake testing to confirm that controls
exist to mitigate the risks and are working
in practice.
(Timing of audit to be confirmed with
YPO senior management).

For a specific IT system to be agreed
with YPO senior management, undertake
testing to confirm that controls exist to
mitigate the risks and are working in
practice.
(Timing of audit to be confirmed with
YPO senior management)

To complete all audits on-going at the
end of December 2012 year-end, as
detailed within Internal Audit’s 2012
Annual Report.
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Plan / Risk
Area

Rationale For
Undertaking
Audit

Previous
Audit

Comments

Investigate any areas
of suspected fraud /
irregularity

Input by Internal
Audit is essential to
the proper
independent
investigation of some
alleged irregularities.
Poor investigations
by others may lead to
unacceptable
outcomes and a
continuance of the
irregularity.

Annually

Any work required in this area to be
agreed with YPO’s senior management
and / or Lead Authority Statutory Officers
and the Plan adjusted accordingly or
additional days to be charged to the
Organisation.
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Agenda Item No 11

YPO
MANAGEMENT COMMITTEE
TO BE HELD ON
22ND MARCH 2013

TITLE: INTERNAL AUDIT ANNUAL REPORT 2012
REPORT OF: THE S151 OFFICER

1.

PURPOSE OF REPORT

1.1

To present the Annual Audit Report (see attached Appendix A) for 2012, in line with
the requirements of the Internal Audit Protocol and the CIPFA Code of Practice for
Internal Audit in the United Kingdom 2006.

1.2

To receive the following Internal Audit Opinion (extract from YPO Annual
Governance Statement [AGS] 2012):
“From the work undertaken by Internal Audit during 2012, key internal controls were
found to be adequate to manage associated risks to an acceptable level, with no
significant errors, losses or omissions identified. Senior Management within the
Organisation continued to strengthen the overall governance framework, including
residual areas previously identified from audit work as requiring improvement. To this
end significant further progress has been made in updating a number of key policies
and procedures, acknowledging that this is an ongoing process. Consequently there
are no new key control improvements requiring including in Section 5 of the 2012 AGS
based on the outcomes of Internal Audit work.”

2

RECOMMENDATION

2.1

That Members consider and approve the Annual Report attached at Appendix A.

3

BACKGROUND INFORMATION

3.1

The Annual Report, which has been produced in line with the CIPFA Code of Practice
for Internal Audit, is attached at Appendix A. It presents the Service Manager –
Internal Audit & Risk’s opinion on the overall adequacy and effectiveness of YPO’s
internal control environment, based on the outcomes of audit work undertaken.

3.2

The Annual Audit Report was presented to the YPO Audit Sub-Committee on the 8th
February 2013. Members resolved that it should be recommended to the Management
Committee for formal acceptance.
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4

FINANCIAL IMPLICATIONS

4.1

There are no specific financial implications associated with this report. The programme
of audit work during 2012 was completed at a cost to YPO of £64,400, which was in
line with the original Annual Audit Plan agreed by Members.

5

RISK MANAGEMENT IMPLICATIONS

5.1

Internal Audit’s continued involvement in assessing YPO’s risk management
mechanism assists in the proper identification and treatment of key areas of risk.
Implementation of agreed audit recommendations by management further reduces
areas of risk in service delivery.

5.2

In line with the terms of reference for the Audit Sub-Committee, consideration of this
report contributes to fulfilling its assurance role, in the ongoing review of internal
controls and overall risk management arrangements.

Contact Officers:
Judith Badger, Director of Finance & Property (Wakefield Council)
Telephone No: 01924 305388
Fax No: 01924 306426
E-mail address: jbadger@wakefield.gov.uk

Alan Till, Service Manager – Internal Audit & Risk (Wakefield Council)
Telephone No: 01924 302364
E-mail address: atill@wakefield.gov.uk
Carl Tweed, Audit Manager (Wakefield Council)
Telephone No: 01924 306054
E-mail address: ctweed@wakefield.gov.uk
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APPENDIX A

Internal Audit
Annual Report
YPO
January to December 2012
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INTRODUCTION
1.

This annual report is produced in line with the requirements of the Chartered Institute
of Public Finance and Accountancy’s (CIPFA) Code of Practice for Internal Audit in
Local Government in the United Kingdom 2006 and covers the period January to
December 2012. The report feeds back progress and outcomes against the Annual
Audit Plan for the period.

2.

Members should note that the programme of internal audit work was completed in line
with the allocation of days recorded in the original Annual Audit Plan. Any ongoing
audit work as at the 31st December 2012 has been included within the Plan for
January to December 2013, in line with arrangements agreed with YPO management.

SUMMARY AUDIT OPINION
3.

Wakefield Council Internal Audit’s overall opinion on the systems of internal control at
Yorkshire Purchasing Organisation (YPO) during 2012, which will be included in
YPO’s 2012 Annual Governance Statement (AGS), is as follows:
“From the work undertaken by Internal Audit during 2012, key internal controls were
found to be adequate to manage associated risks to an acceptable level, with no
significant errors, losses or omissions identified. Senior management within the
Organisation continued to strengthen the overall governance framework, including
residual areas previously identified from audit work as requiring improvement. To this
end significant further progress has been made in updating a number of key policies
and procedures, acknowledging that this is an ongoing process. Consequently there
are no new key control improvements requiring including in Section 5 of the 2012 AGS
based on the outcomes of Internal Audit work.”

INTERNAL AUDIT PERFORMANCE
4.

In respect of the performance of the Internal Audit Service, all of the planned work for
the period January to December 2012 was substantially completed by the end of
December 2012 in line with the days originally agreed.

5.

Internal Audit work has been undertaken in consultation with External Audit. When
External Audit undertakes its work to provide assurance that the accounts are not
materially mis-stated, it refers to Internal Audit’s work on main financial systems. In
respect of 2012, External Audit concluded that the quality and scope of Internal Audit’s
work is sufficient to contribute positively to YPO’s overall control environment and to
allow them to place reliance on the work.

6

In order to comply with the requirements of the Accounts and Audit Regulations 2011,
an annual review of the effectiveness of the Internal Audit Service is carried out by a
Wakefield Council senior officer group. Their latest review is due to be reported to
Wakefield Council’s Audit Committee in February 2013. The review concludes that
overall Internal Audit is effective, with no significant issues impacting upon the ability
of the service to operate in accordance with the requirements of the 2006 CIPFA
Code.
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7

All Internal Audit work is subject to a quality control process, including formal review of
work by the appropriate level of audit management. Sample checking of the quality
assurance process by the Service Manager – Internal Audit & Risk also takes place.

8.

6 client satisfaction surveys were issued following completion of the 7 audit
assignments referred to in Table 1 below. 4 were completed and returned, 3 with an
overall opinion of ‘Very Good’ and 1 with an overall opinion of ‘Good’, thus achieving
the current target of 95% Good / Very Good.

SUMMARY OF AUDIT WORK COMPLETED AND RELATED OPINIONS
9.

This section of the report provides details of how Internal Audit has assisted
management in fulfilling their responsibilities for operating effective systems of internal
control through the provision of audit reviews and agreed action plans. The Audit SubCommittee receives detailed information and provides challenge to management
relating to audit reviews resulting in Partially Effective / Ineffective opinions, or where
opinions decrease from one audit to another relating to the same system.

10.

Table 1 attached shows audit work reported during the period January to December
2012, including work related to completing audit reviews in progress at the 31st
December 2011. In summary the outcomes of Internal Audit work reported upon are:

AUDIT REVIEWS

TOTAL
REPORTS

FULLY
EFFECTIVE

MOSTLY
EFFECTIVE

PARTIALLY
EFFECTIVE
OR
INEFFECTIVE

MOSTLY
IMPLEMENTED

14*

11

2

0

1

*NB: The outcomes of Internal Audit work on 8 main financial systems were detailed in
a composite report.
11.

In addition to the audits reported upon, as summarised above and in Table 1, Internal
Audit resources were utilised in the period to 31st December 2012 within the following
areas of activity:
11.1 Continued input into the ongoing improvement of governance within YPO.
11.2 Producing reports for, and attending, YPO Committee meetings.
11.3 Input in an advisory capacity to the production of the Annual Governance
Statement (AGS) 2012.
11.4 Input to new systems / initiatives being developed, namely improving
management information capability and Customer Relationship Management
development.
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11.5 Ongoing audits on Anti-Fraud and Bribery Arrangements, Strategic Risks –
Risk Management Process, Data Quality, Supply Chain and Framework
Contracts. Completion of these audits was the first priority in the new audit
year and it should be noted that during January 2013 reports were issued in
respect of:
•
•
•
•
12.

Data Quality
Supply Chain
Strategic Risks – Risk Management Process
Anti-Fraud & Bribery Arrangements

Positive outcomes of audit work undertaken in 2012 include:
12.1 Overall, YPO main financial systems were found to be operating to the required
level of control. There have been improvements since 2011 in Asset
Management and Payroll. All main financial systems, with the exception of
Stock Control, have been assessed as “fully effective”.
12.2 Detailed audit testing found no instances of fraud and bribery. Procedures are
well documented and, within the areas subject to audit testing, systems were
being adhered to, thus ensuring that the risk of fraud and bribery occurring is
reduced.
12.3 By the first quarter of 2012, significant progress had been made in reviewing
and updating policies and procedures within the Human Resources
environment, as well as the training and development of managers and staff on
Human Resources-related matters.

13.

Some matters requiring action were identified from Internal Audit work in 2012,
including:
13.1 Acknowledging that there have been significant improvements since 2011 in
Stock Control, audit work did identify some issues around the security of the
locked aisles which are now being addressed by YPO management.
13.2 Although audit testing did not identify any significant issues relating to data
quality, there would be benefits for the Organisation in introducing a more
structured approach (for example, a Data Quality Policy and a mechanism for
making staff aware of their responsibilities).
13.3 Some suppliers are not always meeting the agreed lead time from YPO order to
delivery. This has a knock-on effect on the success of YPO orders being
completed in full to the customer and causes unnecessary expense in having to
redeliver.

14.

Internal Audit will continue to allocate resources to the above areas as necessary
during 2013, in both support / consultancy and independent assurance roles, in order
to ensure that all key improvement areas are addressed in advance of the 2013
Annual Governance Statement and Audit opinion being formulated.

15.

Progress in implementing audit recommendations is monitored by the Audit SubCommittee. They receive regular progress reports from Internal Audit. In addition, the
Audit Sub-Committee also receives regular reports from YPO management providing
an update on progress made in implementing all audit recommendations.
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TABLE 1
SUMMARY OF INTERNAL AUDIT REPORTS ISSUED DURING 2012

Review Area / Report Date

Previous Audit
Opinion

Current Audit
Opinion

N/A

MOSTLY
IMPLEMENTED

Human Resources – 11/01/12

POOR (3/03/09) /
MOSTLY
IMPLEMENTED
(FOLLOW UP)
(26/03/10)

FULLY EFFECTIVE

Energy Contracts – 18/05/12

N/A

FULLY EFFECTIVE

Logistics – 17/05/12

MOSTLY
EFFECTIVE
(TRANSPORT
COSTS) (22/01/10)

FULLY EFFECTIVE

Marketing – 2/05/12

MOSTLY
EFFECTIVE
(SALES AND
MARKETING)
(8/07/10)

MOSTLY
EFFECTIVE

MOSTLY
EFFECTIVE
(8/12/11)

MOSTLY
EFFECTIVE

Audit Commission’s Annual Governance
Report 2010 – Follow Up – 16/01/12

Stock Control – 31/10/12

Main Financial Systems (Excluding Stock) –
14/12/12
-

Asset Management

MOSTLY
EFFECTIVE
(16/09/11)

FULLY EFFECTIVE

-

Budgetary Control

FULLY EFFECTIVE
(6/12/11)

FULLY EFFECTIVE

-

Business Debtors

FULLY EFFECTIVE
(26/09/11)

FULLY EFFECTIVE

-

Non-Business Debtors

FULLY EFFECTIVE
(26/09/11)

FULLY EFFECTIVE

-

Main Accounting

FULLY EFFECTIVE
(20/10/11)

FULLY EFFECTIVE
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Review Area / Report Date
-

Ordering and Creditors – Business
Creditors

Previous Audit
Opinion
FULLY EFFECTIVE
(24/11/11)

Current Audit
Opinion
FULLY EFFECTIVE

-

Ordering and Creditors – Working
Expenses and Hired Carriers

FULLY EFFECTIVE
(24/11/11)

FULLY EFFECTIVE

-

Payroll

MOSTLY
EFFECTIVE
(19/09/11)

FULLY EFFECTIVE
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Agenda Item No 12
YPO

MANAGEMENT COMMITTEE
TO BE HELD ON
22ND MARCH 2013

TITLE: 2013 ASSOCIATE MEMBERSHIP APPLICATIONS
REPORT OF: STRATEGIC PARTNERSHIP MANAGER

1

PURPOSE OF REPORT

1.1

To submit for approval to Management Committee 4 new applications for
Associate Membership of YPO.

2

SUMMARY

2.1

The attached papers and formal applications have been received on behalf of
London Borough of Hillingdon, Northumberland County Council, Lancashire Fire
& Rescue Service and West Midlands Fire & Rescue Service.

3

RECOMMENDATIONS

3.1

Management Committee are asked to approve the attached applications to
further support the expansion of YPO’s membership coverage both
geographically and within the Emergency Services sector.

3.2

Special consideration is requested to be given to the request to reduce the
growth criteria for entry to £250,000 for Lancashire Fire & Rescue Service due to
their lower levels of potential influenceable spend.

4

WHAT DOES THIS MEAN FOR YPO STAKEHOLDERS?

4.1

Greater geographic growth of YPO across the UK from both supplies and
services business streams.

5

OUTCOME AND SUSTAINABILITY

5.1

Continue to broaden YPO’s penetration within the local government marketplace
nationally and open up new market sectors.
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6

FINANCIAL IMPLICATIONS

6.1

To generate further increases in spend with YPO from both catalogue supplies
and framework contract income streams.

7

CONSULTATIONS AND ENGAGEMENT

7.1

Board.

8

CATEGORY OF REPORT

8.1

Information.

9.

BACKGROUND PAPERS

9.1

Formal customer application letters and supporting business case documents.

CONTACT OFFICER: DAVID BEMROSE
Yorkshire Purchasing Organisation
41 Industrial Park
Wakefield
WF2 0XE
Telephone No:
E-mail address:

07738 075463
david.bemrose@ypo.co.uk
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Associate Membership Application Supporting Information
Customer Detail :
Lancashire Fire & Rescue Service
Garstang Road
Preston
Lancashire
PR2 3 LH

Head of Procurement Sharon Matthews

Background :
The Lancashire Fire and Rescue Service is the county-wide, statutory emergency fire and rescue service for the Shire
county of Lancashire, England.
Lancashire Fire & Rescue Service is made up of 6 Area Commands as follows: Northern, Southern, Eastern, Western,
Central and Pennine. Within these areas there are 18 wholetime, 17 retained and 4 day crewed stations providing
Lancashire with 24hr fire cover.
The service covers some 1500 square kilometres and provides an emergency service to some 1.5 million people
across 39 towns including Clackpool Lancaster Burnley Preston Morecambe and Skelmersdale
Lancashire Fire Service employs 783 full time fire fighters and 400 retained fire fighters

YPO Business Value and Detail :
2010 £300
2011 £400
2012 £100

Potential Opportunities :
Gas & Electricity Supply £300,000 pa
Office Supplies £40,000 pa
IT Hardware £10,000 pa
Office Furntiture £20,000 pa
Smoke Alarms £tbc

Additional Information :
Given the lower spend potential of the Fire & Rescue Service we would recommend a reduced growth criteria of
£250,000 is agreed and set .

Submitted by : David Bemrose, Strategic Partnerships Manager
Date : 25th February 2013
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David Bemrose
Strategic Partnerships & Relationship Manager
YPO
41 Industrial Park
Wakefield
West Yorkshire
WF2 0XE
24th January 2013

Dear David
Please accept this letter as a formal request on behalf of the London Borough of Hillingdon
to be considered to join YPO as an Associate Member of the organisation.
As a Local Authority, the London Borough of Hillingdon has been increasing it’s spend with
YPO covering numerous categories since January 2012. The Council’s spend over the
last 12 months has been £51,000 and is forecast to grow year on year.
The Council has been proactive in communicating the benefits of products available via
YPO to the Borough’s schools, where purchasing is not directly controlled and this has
resulted in increased orders and turnover to the value of £325k. Our forecast is that this
will continue to grow as your products and services become more widely available and are
promoted further.
Based on the above information and our ongoing work to promote YPO internally
throughout the Council via our e-Procurement team and our end users, we are confident
that our spend will only increase and the Council will contribute positively to the ongoing
success of the organisation.

Corporate Procurement
Finance Directorate
T.01895 277257
F.01895 250871
pscott@hillingdon.gov.uk
www.hillingdon.gov.uk
London Borough of Hillingdon,
4N/05, Civic Centre, High Street, Uxbridge, UB8 1UW
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Associate Membership Application Supporting Information
Customer Detail :
London Borough of Hillingdon
Civic Centre
High Street
Uxbridge
UB8 1UW

Head of Corporate Procurement Perry Scott

Background :
The London Borough of Hillingdon (About this sound pronunciation (help·info)) is the westernmost borough in
Greater London, England which had a population of 273,936 based on the 2011 Census.[4] and was formed from the
districts of Ruislip-Northwood, Uxbridge, Hayes and Harlington and Yiewsley and West Drayton in the historic county
of Middlesex. Today, Hillingdon is home to Heathrow Airport and Brunel University, and is the second largest of the
32 London boroughs by area.
Hillingdon Council governs the borough, with its headquarters in the Civic Centre in Uxbridge. For administrative
purposes, the borough is split into North and South Hillingdon with more industrial units to the south and residential
suburban areas in the north.
The borough comprises 17 main districts, several of which have neighbourhoods, communities or localities within
them and one of which is historic,Heathrow and is also home to RAF Northolt
The borough covers some 45 square miles with a population of over 275,000

YPO Business Value and Detail :
2010 £3,000
2011 £15,000 Baseline
2012 £345,500

Potential Opportunities :
The council is keen to further develop the increasing spend levels with YPO currently being driven through the schools
across the borough.
LBH will commit to promoting YPO as the authorities preferred supplier and agree joint activity in the school sector.
Framework opportunities are yet to be discussed and a meeting is scheduled with Perry Scott in early April to explore
potential areas for devlopment.

Office Supplies currently being discussed with Contract 109 which would be worth around £250k per annum.

Additional Information :
LBH application for membership supports the organisations strategic activity on London from both Education & Local
Government sectors.
Engagement is currently being sought with the West London Alliance led by Hillingdon and including the London
Boroughs of Barnet Brent Ealing Harrow and Hounslow.The approval of Hilingdon as an Associate Member could
open up wider opportunities in the London area for YPO.

Submitted by : David Bemrose, Strategic Partnerships Manager
Date : 25th February 2013
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Associate Membership Application Supporting Information
Customer Detail :
Northumberland County Council
County Hall
Morpeth
Northumberland
NE61 2EF

Head of Procurement - Lee Jackson

Background :

Northumberland is a unitary district in North East England and the largest in England . It borders Cumbria to the west,
County Durham to the south and Tyne and Wear to the south east and the Scottish Borders council area to the north.
The county council has been located in Morpeth, situated in the east of the county
The historical boundaries of the county of Northumberland included Newcastle upon Tyne, the traditional county
town, as well as Tynemouth and other settlements in North Tyneside, all areas transferred to Tyne and Wear in 1974
under the Local Government Act 1972. The historical county boundaries are sometimes taken to exclude Islandshire,
Bedlingtonshire and Norhamshire (collectively North Durham), exclaves of County Durham which were incorporated
into Northumberland in 1844.

Like most English shire counties Northumberland had until April 2009 a two-tier system of local government, with one
county council and six districts, each with their own district council, responsible for different aspects of local
government. These districts were, Blyth Valley, Wansbeck, Castle Morpeth, Tynedale, Alnwick and Berwick-uponTweed. The districts were abolished on 1 April 2009, the county council becoming a unitary authority.
The county covers some 1,936 square miles with a population of over 316,000.

YPO Business Value and Detail :
2010 £1,240,000
2011 £1,135,000 Baseline
2012 £1,282,500

Potential Opportunities :

NCC are currently exploring utilising YPO franeworks in the following catageory areas Food , Fuel Oil , PPE , Washroom
Services , Furniture Removals and Disposals and Commercial Catering Equipment Repair and Maintenance.
NCC are also keen to promote further the YPO compliant supply route for educational materials to all schools within
the county boundary

Additional Information :
NCC are also a full member of North East Purchasing Organisation (NEPO)

Submitted by : David Bemrose, Strategic Partnerships Manager
Date : 25th February 2013
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Associate Membership Application Supporting Information
Customer Detail :
West Midlands Fire & Rescue Service
99 Vauxhall Road
Birmingham
West Midlands
B7 4HW

Corporate Procurement Manager
Senior Contracts Manager Jacky Perkins

Background :
West Midlands Fire Service (WMFS) is the statutory fire and rescue service responsible for fire protection, prevention,
intervention and emergency rescue in the county of the West Midlands in England.
The service has 1700 full time fire fighters based in 38 stations across the area.
The West Midlands Fire Service functions under the control of the "West Midlands Fire and Rescue Authority", which
is a joint-authority, made up of councillors from the seven local authorities in the West Midlands.

The service was created in 1974 when the West Midlands county came into being. Prior to its creation, each of the
county boroughs in the West Midlands area (Birmingham, Coventry, Dudley, Solihull, Walsall, Warley, West Bromwich
and Wolverhampton) had their own fire brigade. The largest of these brigades was the City of Birmingham Fire
Brigade. The WMFS was created by a merger of these, plus parts of Warwickshire Fire Brigade, and is now the second
largest and one of the best-performing fire and rescue teams in the UK.
WMFRS covers an area of some 350 square miles with a population serviced in the region of 2.7 million across
Birmingham Coventry Wolverhampton Sandwell Dudley Solihull and Walsall

YPO Business Value and Detail :
2010 £0
2011 £0
2012 £0

Potential Opportunities :
Energy £1.1 million pa
Grounds Maintenance £40,000 pa
Smoke Alarms £300,000 pa

Additional Information :
WMFRS spends around £11 million per annum on the procurement of supplies works and services through direct
awards and calling off pre tendered framework agreements.
CPM ……….also sits on the Chief Fire Officers Association National Procurement Group which makes key decisions
regarding collaborative procurements and is an obvious route to facilitate YPO business development within the Fire
sector.

Submitted by : David Bemrose, Strategic Partnerships Manager
Date : 25th February 2013
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Agenda Item No 13

YPO
MANAGEMENT COMMITTEE
TO BE HELD ON
22ND MARCH 2013

TITLE: INDEPENDENT DIRECTOR DUTIES PERFORMED SINCE 3RD OCTOBER 2011
REPORT OF: MALCOLM HEPWORTH, INDEPENDENT DIRECTOR
The Services:
Attend monthly Board meetings to provide independent commercial challenge with regard
to the organisations operational performance, direction of travel, market presence and
commerciality.
Attend Management Committee Meetings and Sub-Committee Meetings as required to
assist in the Strategic Development and/or Scrutiny/Audit of YPO activity and performance
and provide independent updates for chairs/vice chairs.
Since appointment 3rd October 2011, contracted for two years completing on 30th
September 2013, 36 meetings attended.
My role in attending the monthly Board Meetings has been to constructively question and
challenge the executive team on strategic direction, the three year plan, individual plans,
projects, and plans for future growth. I also examine the whole area of performance
whether it is financial or team/personal performance on the delivery of those plans.
I have a dual role at the Board Meetings acting as a mentor to the Executive Team
assisting the Managing Director where appropriate, shaping the culture and behaviours of
the organisation, but also to represent the member’s views and interests. I am not involved
in the actual responsibility of taking decisions but helping the Executive to make the right
decisions to improve operational performance market presence through commercial
disciplines whilst operating with the nuances of being in the public sector.
A new vision was agreed by the Board and ratified by the Management Committee.
Vision: to be the UK’s number one Public Sector Buying Organisation, achieving maximum
value for money for the public purse.
The new Board was established in the middle of 2011, it concluded that it should focus its
efforts in 4 specific areas if the agreed vision for the organisation is to be achieved.
These are, Customer Service, Competitiveness, Growth and New Products.
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The Executive Team have and continue to ensure that agreed three year plan and the
vision is at the forefront of all the decisions that are discussed and taken at the Board
Meetings.
It is my view that the results that the Executive Team and the business have produced are
a good indication that the business is being managed effectively and has plans and
ambition in place, to not allow that performance to drift or for complacency to set in.
The areas where I feel that have been influenced by my constructive challenge and input
are;
Producing a list of the aged and bad debts for each Board meeting, I am a great believer
in what gets measured gets done. There has been an improvement in aged debt with the
subsequent affect of improving cash within YPO, still more can be done in this area, but is
hampered by lack of resource and poor systems.
Gross Margin analysis, there are many dynamics that affect the gross margin, direct lines,
stock lines and Phonics if you do not track the underlining margin rate you can go miss
just what is happening to this very important financial measure. I have also raised the
concern that when the business split the roles of Procurement and Commercial that there
was a split accountability/responsibility for delivering the gross margin, i.e. one team
(Procurement) are buying products at a margin and one team (Commercial) are setting the
retail price if this is not carefully managed the margin will be eroded. The Managing
Director has noted my concerns and confirmed that the responsibility/ accountability for
the gross margin belong with the whole Executive Team.
Producing a list of poorly performing Suppliers who fail to deliver into YPO the goods that
have been ordered which in turn affects YPO’s ability to fulfil their customer’s orders; this
list is produced for each monthly Board Meeting. Consideration should be given to
financially penalise these Suppliers if they are persistent offenders.
Stock control; a very large range of goods in the warehouse with the bulk of the volume
being driven through a relatively small part of that range, so there is a long tail of goods
that produce very little or no sales. Whilst there have been enhancements to the stock
control systems there is a requirement to look at year end stocktaking procedures and
accounting for aged or delisted stock lines.
The food operation which is very much part of the strategic future for YPO and sits very
nicely with YPO’s values needs to be brought up to modern operational standards this has
been discussed at Executive Board level, in my opinion the decision which route YPO is
going to take with the food operation needs to sorted out sooner rather than later, there is
a real reputational risk to the organisation from the current operation.
The business cases for all capital/revenue expenditures go to Management subCommittee and then Management Committee, both in summary and in full detail. The
Executive Board meetings of which I attend fully discuss and scrutinise these reports,
what is missing is a post completion project review report. It is my believe that this report
would prove to be more beneficial to the Management Committee as they could then see if
the benefits of the project were delivered and if the costs were in line with the original
request, also any temporary staff involved in the project have subsequently left the
organisation. I also understand that the capital/request papers go to the Strategic Officer
Advisory Group, if the post capital/revenue spend report arrangement is adopted I would
recommend that only a high level summary report on capital/revenue spend should go to
the Management meetings.
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I also attend the Programme Board meetings which are looking at Business Change
strategy;
The ATOS report IT systems Assessment, and Future Strategy, September 2011,
highlighted to the Executive the challenges that would need to be tackled if the business
was to move towards a future IT strategy that would meet the YPO business aspirations. I
have been involved in various meetings that looked at the areas that would need be
developed i.e. management Data, enhanced reporting for business users, integration of
core applications, development of an Ecommerce strategy and a development of an
outline business case to support the Change Programme.
The Programme Board meetings are now being managed effectively and the right people
are now in place to ensure the Business change programme is under control and the
financial implications of this very complex area are being monitored and reported in line
within the agreed budgets and governance structure. There is still considerable pressure
on line managers throughout the organisation to deliver the business change programme,
whilst this is recognised at the Programme Board meetings there is not much slack in the
agreed budgets to up weight people resources if and when they are required.
I have also have access to and full input to a range of reviews and discussions looking at
policy changes covering; Monthly business performance, Business planning, various
project business cases, Personnel Policies, Risk register, Audit review reports, Dividend
policy, Associate membership, Bonus payments, YPO NEWCO trading company,
Branding project and Disaster recovery.
I am also required to provide when necessary independent commentary in committee and
sub-committee meetings to highlight any potential commercial risk to the organisation. I
also attend Management Committee Meetings and Sub- Committee meetings to assist in
the strategic development and/or the scrutiny/audit of YPO activity and performance and
provide independent updates to the committee chairs/vice chairs.
Many of the points already listed in my report I have raised at various meetings to ensure
members are aware of any potential commercial risk. I have also responded to various
requests from chairs or vice chairs when asked to comment on various topics or financial
performance.
I am also if required to attend the Strategic Officer Advisory Group and liaise with the Lead
Authority as required. I have not to date, had any requests from either to attend any
meetings.
Looking forward to the future; I will continue to work with and provide independent
commercial challenge with the Executive Board, the results for 2012 are prove that things
are progressing in the right direction the challenge will be to ensure that momentum is
maintained.
SERVICE DIRECTOR: MALCOLM HEPWORTH, INDEPENDENT DIRECTOR
Yorkshire Purchasing Organisation
41 Industrial Park
Wakefield
WF2 0XE
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